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NOT FOR DISTRIBUTION TO ANY U.S. PERSON OR TO ANY PERSON OR ADDRESS IN THE U.S. 

EXCEPT TO QUALIFIED INSTITUTIONAL BUYERS (AS DEFINED BELOW) 

 

IMPORTANT: You must read the following before continuing. The following applies to the base 

prospectus following this page (the Base Prospectus), and you are therefore advised to read this page 

carefully before reading, accessing or making any other use of the Base Prospectus. In accessing the Base 

Prospectus you agree to be bound by the following terms and conditions, including any modifications to 

them any time you receive any information from us as a result of such access. 
 

NOTHING IN THE BASE PROSPECTUS CONSTITUTES AN INVITATION OR OFFER TO SELL OR 

A SOLICITATION OF AN INVITATION OR OFFER TO BUY THE NOTES DESCRIBED THEREIN IN 

THE UNITED STATES OR IN ANY JURISDICTION WHERE IT IS UNLAWFUL TO DO SO. 
 

THE SECURITIES HAVE NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE U.S. 

SECURITIES ACT OF 1933, AS AMENDED (THE SECURITIES ACT), OR THE SECURITIES LAWS 

OF ANY STATE OF THE U.S. OR OTHER JURISDICTION AND THE SECURITIES MAY NOT BE 

OFFERED OR SOLD WITHIN THE U.S. OR TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S. 

PERSONS (AS DEFINED IN REGULATION S UNDER THE SECURITIES ACT (REGULATION S)), 

EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, 

THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND APPLICABLE STATE OR 

LOCAL SECURITIES LAWS. CERTAIN OF THE SECURITIES WILL BE OFFERED AND SOLD IN 

THE UNITED STATES TO A LIMITED NUMBER OF “QUALIFIED INSTITUTIONAL BUYERS” (AS 

DEFINED IN RULE 144A OF THE SECURITIES ACT (RULE 144A)) IN RELIANCE ON RULE 144A 

OF THE SECURITIES ACT. 
 

THE BASE PROSPECTUS MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY OTHER 

PERSON AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER, AND IN 

PARTICULAR, MAY NOT BE FORWARDED TO ANY U.S. PERSON OR TO ANY U.S. ADDRESS. 

ANY FORWARDING, DISTRIBUTION OR REPRODUCTION OF THE BASE PROSPECTUS IN 

WHOLE OR IN PART IS UNAUTHORISED. FAILURE TO COMPLY WITH THIS DIRECTIVE MAY 
RESULT IN A VIOLATION OF THE SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER 

JURISDICTIONS. 
 

Confirmation of your Representation: To be eligible to view the Base Prospectus or make an investment 

decision with respect to the Notes described herein, investors must be (i) non-U.S. persons purchasing in 

offshore transactions (as defined in Regulation S) or (ii) “qualified institutional buyers” (as defined in 

Rule 144A) in reliance on Rule 144A inside the United States, and, in each case, in compliance with 

applicable securities laws.  The Base Prospectus is being sent at your request and by accepting this e-mail 

and accessing the Base Prospectus you shall be deemed to have represented to us that, among other things: (1) 

you and any customers you represent are (i) “qualified institutional buyers” (as defined in Rule 144A) inside 

the United States or (ii) non-U.S. persons purchasing in an offshore transaction (as defined in Regulation S) 

and (2) you consent to delivery of this document by electronic transmission. 
 

You are reminded that the Base Prospectus has been delivered to you on the basis that you are a person into 

whose possession the Base Prospectus may be lawfully delivered in accordance with the laws of  the 

jurisdiction in which you are located and you may not, nor are you authorised to, deliver the Base Prospectus 

to any other person. The information contained in this e-mail message is confidential information intended 

only for the use of the individual or entity to which it is addressed. Distribution of this electronic 

transmission of the Base Prospectus to any person other than (a) the person receiving this electronic 

transmission from the Dealer (as defined below) on behalf of the Issuer and (b) any person retained to advise 

the person receiving this electronic transmission with respect to the offering contemplated by the Base 

Prospectus (each an Authorised Recipient) is unauthorised. Any photocopying, disclosure or alteration of 

the contents of the Base Prospectus, and any forwarding of a copy of the Base Prospectus or any portion 

thereof by electronic mail or any other means to any person other than an Authorised Recipient, is prohibited. 



 

 

Failure to comply with this directive may result in a violation of the Securities Act. By accepting delivery of 

the Base Prospectus, each recipient hereof agrees to the foregoing. 
 

The materials relating to the offering do not constitute, and may not be used in connection with, an offer or 

solicitation in any place where offers or solicitations are not permitted by law. If a jurisdiction requires that 

the offering be made by a licensed broker or dealer and the Dealer or manager or any affiliate of the Dealer 

or manager is a licensed broker or dealer in that jurisdiction, the offering shall be deemed to be made by or 

through the Dealer or manager or such affiliate on behalf of the Issuer in such jurisdiction. 
 

The Base Prospectus has been sent to you in an electronic form. You are reminded that  documents 

transmitted via this medium may be altered or changed during the process of electronic transmission and 

consequently none of the Issuer or any Dealer (as defined below) or any person who controls it nor any 

director, officer, employee, agent or affiliate of it or any such person accepts any liability or responsibility 

whatsoever in respect of any difference between the Base Prospectus distributed to you in electronic format 

herewith and the hard copy version available to you on request from the Issuer or any Dealer (as defined 

below). 
 

Notwithstanding any provision herein or in the Base Prospectus to the contrary, each prospective investor 

(and each employee, representative or other agent of each such prospective investor) may disclose to any and 

all persons, without limitation of any kind, the U.S. federal income tax treatment and U.S. federal income tax 

structure of any transaction contemplated in the Base Prospectus and all materials of any kind (including 

opinions or other tax analyses) that are provided to it relating to such U.S. federal income tax treatment and 

U.S. federal income tax structure. 
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The Programme provides that Notes may be listed or admitted to trading, as the case may be, on such other or further stock exchanges or markets as may be agreed 
between the Issuer, the Arranger (as defined below) and the relevant Dealers.  

The Notes issued under the Programme are expected on issue to be assigned an "AAA" rating by Fitch Ratings Ltd. (Fitch) and an "Aaa" rating by Moody's 

Investors Service Limited (Moody's and, together with Fitch, the Rating Agencies).  A credit rating is not a recommendation to buy, sell or hold securities and 
may be subject to suspension, change or withdrawal at any time by the assigning rating organisation. 
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This document, excluding documents referred to in the section "Documents Incorporated by Reference", 

comprises a base prospectus (the Base Prospectus) for the purposes of Article 5.4 of the Prospectus 

Directive 2003/71/EC (as amended by Directive 2010/73/EU (the 2010 PD Amending Directive), the 

Prospectus Directive).  This Base Prospectus is not a prospectus for the purposes of Section 12(a)(2) or any 

other provision or order under the Securities Act. 

The Issuer accepts responsibility for the information contained in this Base Prospectus and the Final Terms 

for each Tranche of Notes issued under the Programme.  To the best of the knowledge of the Issuer (having 

taken all reasonable care to ensure that such is the case) the information contained in this Base Prospectus is 

in accordance with the facts and does not omit anything likely to affect the import of such information. 

The Issuer and the Category A Shareholders jointly and severally accept responsibility for the information 

relating to each Category A Shareholder contained in the section entitled "Business Description of the 

Category A Shareholders".  To the best of the knowledge of each Category A Shareholder (having taken all 

reasonable care to ensure that such is the case) such information is in accordance with the facts and does not 

omit anything likely to affect the import of such information. 

An investment in the Notes involves a reliance on the creditworthiness of the Issuer only and not that of any 

other SpareBank 1 alliance (as defined below) entities or any other entities.  The Notes will not be 

obligations of, and will not be guaranteed by, the Shareholder Banks, the Originators, the Arranger, the 

Dealers, the Swap Providers, any company in the same group of companies as such entities or any other 

party to the transaction documents relating to the Programme.  No liability whatsoever in respect of any 

failure by the Issuer to pay any amount due under the Notes will be accepted by any of the Shareholder 

Banks, the Originators, Arranger, the Dealers, the Swap Providers, any company in the same group of 

companies as such entities or any other party to the transaction documents relating to the Programme. 

Copies of the Final Terms will be available from the registered office of the Issuer and the specified office 

set out below of the Paying Agents (as defined below) and (in the case of Ordinary Notes listed on the 

official list of the Luxembourg Stock Exchange and admitted to trading on the regulated market of the 

Luxembourg Stock Exchange) will be published on the website of the Luxembourg Stock Exchange 

(www.bourse.lu). 

This Base Prospectus is to be read in conjunction with all documents which are deemed to be incorporated 

herein by reference (see "Documents Incorporated by Reference") and the applicable Final Terms.  This 

Base Prospectus shall be read and construed on the basis that such documents are incorporated and form part 

of this Base Prospectus. 

The Arranger and Dealers have not independently verified the information contained herein.  Accordingly, 

no representation, warranty or undertaking, express or implied, is made and no responsibility or liability is 

accepted by the Dealers or the Arranger as to the accuracy or completeness of the information contained or 

incorporated by reference in this Base Prospectus or any other information provided by the Issuer in 

connection with the Programme.  No Dealer or Arranger accepts any liability in relation to the information 

contained or incorporated by reference in this Base Prospectus or any other information provided by the 

Issuer in connection with the Programme. 

No person is or has been authorised by the Issuer or the Shareholder Banks to give any information or to 

make any representation not contained in or not consistent with this Base Prospectus or any other 

information supplied in connection with the Programme or the Notes and, if given or made, such information 

or representation must not be relied upon as having been authorised by the Issuer, the Shareholder Banks, the 

Arranger or any of the Dealers. 

Neither this Base Prospectus nor any other information supplied in connection with the Programme or any 

Notes (i) is intended to provide the basis of any credit or other evaluation or (ii) should be considered as a 

recommendation by the Issuer, the Shareholder Banks, the Arranger or any of the Dealers that any recipient 

of this Base Prospectus or any other information supplied in connection with the Programme or any Notes 
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should purchase any Notes.  Each investor contemplating purchasing any Notes should make its own 

independent investigation of the financial condition and affairs, and its own appraisal of the creditworthiness, 

of the Issuer and the Shareholder Banks.  Neither this Base Prospectus nor any other information supplied in 

connection with the Programme or the issue of any Notes constitutes an offer or invitation by or on behalf of 

the Issuer, the Shareholder Banks, the Arranger or any of the Dealers to any person to subscribe for or to 

purchase any Notes. 

Neither the delivery of this Base Prospectus nor the offering, sale or delivery of any Notes shall in any 

circumstances imply that the information contained herein concerning the Issuer or the Shareholder Banks is 

correct at any time subsequent to the date hereof or that any other information supplied in connection with 

the Programme is correct as of any time subsequent to the date indicated in the document containing the 

same.  The Arranger and the Dealers expressly do not undertake to review the financial condition or affairs 

of the Issuer or the Shareholder Banks during the life of the Programme or to advise any investor in the 

Notes of any information coming to their attention.  Investors should review, among other things, the most 

recently published documents incorporated by reference into this Base Prospectus when deciding whether or 

not to purchase any Notes. 

The Notes in bearer form are subject to U.S. tax law requirements and may not be offered, sold or delivered 

within the United States or its possessions or to United States persons, except in certain transactions 

permitted by U.S. tax regulations.  Terms used in this paragraph have the meanings given to them by the 

U.S. Internal Revenue Code of 1986 and the regulations promulgated thereunder. 

As set out in the applicable Final Terms, the Notes are being offered and sold (a) in reliance on Rule 144A 

under the Securities Act (Rule 144A) to "qualified institutional buyers" (as defined in Rule 144A) (QIBs) 

and/or (b) in accordance with Regulation S under the Securities Act (Regulation S) to non-U.S. persons in 

offshore transactions.  Prospective purchasers are hereby notified that the sellers of the Notes may be relying 

on the exemption from the provisions of Section 5 of the Securities Act provided by Rule 144A. 

THE NOTES HAVE NOT BEEN APPROVED BY THE UNITED STATES SECURITIES AND 

EXCHANGE COMMISSION (THE SEC), ANY STATE SECURITIES COMMISSION OR ANY OTHER 

REGULATORY AUTHORITY, NOR HAVE ANY OF THE FOREGOING AUTHORITIES PASSED 

UPON THE ACCURACY OR ADEQUACY OF THIS BASE PROSPECTUS.  ANY REPRESENTATION 

TO THE CONTRARY IS A CRIMINAL OFFENCE. 

EACH PURCHASER AND SUBSEQUENT TRANSFEREE OF ANY NOTE WILL BE DEEMED BY 

SUCH PURCHASE OR ACQUISITION OF ANY SUCH NOTE TO HAVE REPRESENTED AND 

WARRANTED, ON EACH DAY FROM THE DATE ON WHICH THE PURCHASER OR 

TRANSFEREE ACQUIRES SUCH NOTE THROUGH AND INCLUDING THE DATE ON WHICH THE 

PURCHASER OR TRANSFEREE DISPOSES OF SUCH NOTE, EITHER THAT (A) IT IS NOT AN 

EMPLOYEE BENEFIT PLAN (AS DEFINED IN SECTION 3(3) OF THE U.S. EMPLOYEE 

RETIREMENT INCOME SECURITY ACT OF 1974, AS AMENDED, (ERISA)) SUBJECT TO TITLE I 

OF ERISA, A PLAN SUBJECT TO SECTION 4975 OF THE U.S. INTERNAL REVENUE CODE OF 

1986, AS AMENDED (THE CODE), AN ENTITY WHOSE UNDERLYING ASSETS INCLUDE THE 

ASSETS OF ANY SUCH EMPLOYEE BENEFIT PLAN OR PLAN, OR A GOVERNMENTAL, 

CHURCH OR NON-U.S. PLAN WHICH IS SUBJECT TO ANY FEDERAL, STATE, LOCAL OR NON-

U.S. LAW THAT IS SUBSTANTIALLY SIMILAR TO THE PROVISIONS OF SECTION 406 OF ERISA 

OR SECTION 4975 OF THE CODE OR (B) ITS ACQUISITION, HOLDING AND DISPOSITION OF 

SUCH NOTE WILL NOT RESULT IN A PROHIBITED TRANSACTION UNDER SECTION 406 OF 

ERISA OR SECTION 4975 OF THE CODE (OR, IN THE CASE OF A GOVERNMENTAL, CHURCH 

OR NON-U.S. PLAN, ANY SUBSTANTIALLY SIMILAR FEDERAL, STATE, LOCAL OR NON-U.S. 

LAW) FOR WHICH AN EXEMPTION IS NOT AVAILABLE.  

For a more complete description on offers, sales and transfers, see "Terms and Conditions of the Ordinary 

Notes" and "Subscription and Sale and Transfer and Selling Restrictions". 
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Notes denominated in NOK may not be offered, sold or delivered within Norway or to or for the benefit of 

persons domiciled in Norway, unless in compliance with the regulations relating to the offer of VPS Notes 

and the registration at the VPS of VPS Notes.   

This Base Prospectus does not constitute an offer to sell or the solicitation of an offer to buy any Notes in 

any jurisdiction to any person to whom it is unlawful to make the offer or solicitation in such jurisdiction.  

The distribution of this Base Prospectus and the offer or sale of Notes may be restricted by law in certain 

jurisdictions.  The Issuer, the Shareholder Banks, the Arranger and the Dealers do not represent that this 

Base Prospectus may be lawfully distributed, or that any Notes may be lawfully offered, in compliance with 

any applicable registration or other requirements in any such jurisdiction, or pursuant to an exemption 

available thereunder, or assume any responsibility for facilitating any such distribution or offering.  In 

particular, no action has been taken by the Issuer, the Shareholder Banks, the Arranger or the Dealers which 

would permit a public offering of any Notes outside Luxembourg or distribution of this document in any 

jurisdiction where action for that purpose is required.  Accordingly, no Notes may be offered or sold, directly 

or indirectly, and neither this Base Prospectus nor any advertisement or other offering material may be 

distributed or published in any jurisdiction, except under circumstances that will result in compliance with 

any applicable laws and regulations.  Persons into whose possession this Base Prospectus or any Notes may 

come must inform themselves about, and observe, any such restrictions on the distribution of this Base 

Prospectus and the offering and sale of Notes.  In particular, there are restrictions on the distribution of this 

Base Prospectus and the offer or sale of Notes in the United States, the European Economic Area (including 

the United Kingdom and Norway) and Japan, see "Subscription and Sale and Transfer and Selling 

Restrictions". 

This Base Prospectus has been prepared on the basis that, except to the extent sub-paragraph (ii) below may 

apply, any offer of Notes in any Member State of the European Economic Area which has implemented the 

Prospectus Directive (each, a Relevant Member State) will be made pursuant to an exemption under the 

Prospectus Directive, as implemented in that Relevant Member State, from the requirement to publish a 

prospectus for offers of Notes.  Accordingly, any person making or intending to make an offer in that 

Relevant Member State of Notes which are the subject of a placement contemplated in this Base Prospectus 

as completed by final terms in relation to the offer of those Notes may only do so (i) in circumstances in 

which no obligation arises for the Issuer, the Arranger or any Dealer to publish a prospectus pursuant to 

Article 3 of the Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus 

Directive, in each case, in relation to such offer, or (ii) if a prospectus for such offer has been approved by 

the competent authority in that Relevant Member State or, where appropriate, approved in another Relevant 

Member State and notified to the competent authority in that Relevant Member State and (in either case) 

published, all in accordance with the Prospectus Directive, provided that any such prospectus has 

subsequently been completed by final terms which specify that offers may be made other than pursuant to 

Article 3(2) of the Prospectus Directive in that Relevant Member State and such offer is made in the period 

beginning and ending on the dates specified for such purpose in such prospectus or final terms, as applicable.  

Except to the extent sub-paragraph (ii) above may apply, neither the Issuer, the Arranger or any Dealer have 

authorised, nor do they authorise, the making of any offer of Notes in circumstances in which an obligation 

arises for the Issuer or any Dealer to publish or supplement a prospectus for such offer. 

PROHIBITION OF SALES TO EEA RETAIL INVESTORS – The Notes are not intended, from 1 January 

2018, to be offered, sold or otherwise made available to and, with effect from such date, should not be 

offered, sold or otherwise made available to any retail investor in the European Economic Area (EEA). For 

these purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined in point 

(11) of Article 4(1) of Directive 2014/65/EU (MiFID II); or (ii) a customer within the meaning of Directive 

2002/92/EC (IMD), where that customer would not qualify as a professional client as defined in point (10) 

of Article 4(1) of MiFID II. Consequently no key information document required by Regulation (EU) No 

1286/2014 (the PRIIPs Regulation) for offering or selling the Notes or otherwise making them available to 

retail investors in the EEA has been prepared and therefore offering or selling the Notes or otherwise making 

them available to any retail investor in the EEA may be unlawful under the PRIIPS Regulation. 
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The Notes may not be a suitable investment for all investors 

Each potential investor in the Notes must determine the suitability of that investment in light of its own 

circumstances.  In particular, each potential investor should: 

(i) have sufficient knowledge and experience to make a meaningful evaluation of the Notes, the merits 

and risks of investing in the Notes and the information contained or incorporated by reference in this 

Base Prospectus or any applicable supplement; 

(ii) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its 

particular financial situation, an investment in the Notes and the impact the Notes will have on its 

overall investment portfolio; 

(iii) have sufficient financial resources and liquidity to bear all of the risks of an investment in the Notes, 

including Notes with principal or interest payable in one or more currencies, or where the currency 

for principal or interest payments is different from the potential investor's currency; 

(iv) understand thoroughly the terms of the Notes and be familiar with the behaviour of any relevant 

indices and financial markets;  

(v) understand that an investment in the Notes involves a reliance on the creditworthiness of the Issuer 

only and not that of any other SpareBank 1 alliance (as defined below) entities or any other entities; 

and 

(vi) be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for 

economic, interest rate and other factors that may affect its investment and its ability to bear the 

applicable risks. 

In addition, an investment in Notes linked to other assets or bases of reference may entail significant risks 

not associated with investments in conventional securities such as debt or equity securities, including, but not 

limited to, the risks set out below in "Risks relating to the structure of a particular issue of Notes". 

Some Notes are complex financial instruments.  Sophisticated institutional investors generally do not 

purchase complex financial instruments as stand-alone investments.  They purchase complex financial 

instruments as a way to reduce risk or enhance yield with an understood, measured, appropriate addition of 

risk to their overall portfolios.  A potential investor should not invest in the Notes, which are complex 

financial instruments, unless it has the expertise (either alone or with a financial adviser) to evaluate how the 

Notes will perform under changing conditions, the resulting effects on the value of the Notes and the impact 

the investment will have on the potential investor's overall investment portfolio 
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RISK FACTORS 

This section describes the principal risk factors associated with an investment in the Notes.  Prospective 

purchasers of Notes should consider carefully all the information contained in this document, including the 

considerations set out below, before making any investment decision. 

Any investment in the Notes issued under the Programme will involve risks including those described in this 

section.  All principal or material risks in relation to the Issuer and any investment in the Notes are included 

in this section.  The risks and uncertainties described below are not the only ones that the Issuer may face.  

Additional risks and uncertainties that the Issuer is unaware of, or that the Issuer currently deems to be 

immaterial, may also become important risk factors that affect it or the Notes.  Prospective investors should 

carefully consider the following discussion of the risk factors and the other information in this Base 

Prospectus before deciding whether an investment in the Notes is suitable for them. 

As at the date of this Base Prospectus, the Issuer believes that the following risk factors may affect the 

Issuer's ability to fulfil its obligations and could be material for the purpose of assessing the market risks 

associated with the Notes. 

If any of the listed or unlisted risks actually occurs, the Issuer's business, operations, financial condition or 

reputation could be materially adversely affected, with the result that the trading price of the Notes of the 

Issuer could decline and an investor could lose all or part of its investment.  These factors are contingencies 

that may or may not occur and the Issuer is not in a position to express a view on the likelihood of any such 

contingency occurring.  Prospective investors should also read the detailed information set out elsewhere in 

this Base Prospectus and reach their own views prior to making any investment decision. 

Risks relating to the Notes 

The Notes will be obligations of the Issuer only 

The Notes will be solely obligations of the Issuer, which have the benefit of a statutory preference under the 

Norwegian Act on Financial Undertakings and Financial Groups of 10 April 2015 No 17 (lov 10. april 2015 

nr. 17 om finansforetak og finanskonsern (finansforetaksloven)) (the Act) and the Regulations of 9 

December 2016 no. 1502 on Financial Undertakings and Financial Groups (forskrift 9. desember 2016 nr. 

1502 om finansforetak og finanskonsern (finansforetaksforskriften)) (the Regulations) on the pool of assets 

maintained by the Issuer.  An investment in the Notes involves a reliance on the creditworthiness of the 

Issuer.  The Notes will not be obligations of or guaranteed by any other SpareBank 1 alliance (as defined 

below) entities or any other entities.  In particular, the Notes will not be obligations of, and will not be 

guaranteed by, the Shareholder Banks, the Originators, the Arranger, the Dealers, the Swap Providers, any 

company in the same group of companies as such entities or any other party to the transaction documents 

relating to the Programme.  No liability whatsoever in respect of any failure by the Issuer to pay any amount 

due under the Notes will be accepted by any of the Shareholder Banks, the Originators, the Arranger, the 

Dealers, the Swap Providers, any company in the same group of companies as such entities or any other 

party to the transaction documents relating to the Programme. 

Credit ratings may not reflect all risks 

It is expected that Moody's and Fitch will assign a credit rating of "Aaa" and "AAA" respectively to the 

Notes to be issued under the Programme, although the actual ratings at issue will be specified in the 

applicable Final Terms.  There are no guarantees that such ratings will be assigned or maintained or that such 

ratings reflect the potential impact of all risks related to an investment in the Notes.  Accordingly, a credit 

rating is not a recommendation to buy, sell or hold Notes and may be revised or withdrawn by the relevant 

rating agency at any time. 
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The Issuer is exposed to changing methodology by rating agencies 

The Issuer is exposed to changes in the rating methodologies applied by rating agencies.  Any adverse 

changes of such methodologies may materially and adversely affect the Issuer's operations or financial 

condition, the Issuer's willingness or ability to leave individual transactions outstanding and adversely affect 

the Issuer's capital market standing. 

Currency exchange rate risk and currency exchange control 

The Issuer will pay the principal amount and interest of the Notes in the Specified Currency.  This involves 

certain risks relating to currency conversion if an investor's financial activities are denominated principally in 

a currency or a currency unit other than the Specified Currency (the Investor's Currency).  These include 

the risk that exchange rates may significantly change (including changes due to devaluation of the Specified 

Currency or revaluation of the Investor's Currency) and the risk that authorities with jurisdiction over the 

Investor's Currency may impose or modify exchange controls.  An appreciation in the value of the Investor's 

Currency relative to the Specified Currency would decrease (1) the Investor's Currency-equivalent yield on 

the Notes, (2) the Investor's Currency-equivalent value of the principal payable on the Notes and (3) the 

Investor's Currency-equivalent market value of the Notes. 

Government and monetary authorities may impose (as some have done in the past) exchange controls that 

could adversely affect an applicable exchange rate.  As a result, investors may receive less interest or 

principal than expected, or no interest or principal. 

Interest rate risks 

Interest rate risk occurs when the interest rate payable on assets and liabilities for a fixed period do not 

coincide.  Investments in Notes with fixed interest involves a risk that subsequent changes in market interest 

rates may adversely affect the value of fixed interest Notes.  Investments in Notes with floating interest rates 

involve a risk of adverse changes in the interest rate payable on the Notes. 

Liquidity risk 

Notes may have no established trading market when issued, and one may never develop.  If a market does 

develop for the Notes, it may not be very liquid.  Therefore, investors may not be able to sell their Notes 

easily or at prices that will provide them with a yield comparable to similar investments that have a 

developed secondary market.  This is particularly the case for Notes that are especially sensitive to interest 

rate, currency or market risks, are designed for specific investment objectives or strategies or have been 

structured to meet the investment requirements of limited categories of investors.  These types of Notes 

generally would have a more limited secondary market and more price volatility than conventional debt 

securities.  Any such illiquidity may have an adverse effect on the market value of Notes. 

The Notes have not been, and will not be, registered under the Securities Act or any other applicable 

securities laws and they are subject to certain restrictions on the resale and other transfer thereof as set out 

under "Subscription and Sale and Transfer and Selling Restrictions".   

Lack of liquidity in the secondary market may adversely affect the market value of the Notes 

Generally weak global credit market conditions could contribute to a lack of liquidity in the secondary 

market for instruments similar to the Notes.  In addition, the difficult market conditions which prevailed for a 

period after mid-September 2008 limited the primary market for a number of financial products including 

instruments similar to the Notes.  While some measures have been taken by governments, there can be no 

assurance that the market for securities similar to the Notes will recover at the same time or to the same 

degree as such other recovering global credit market sectors.  Consequently, a Noteholder must be able to 

bear the economic risk of an investment in a Note until that Note's Maturity Date or Extended Final Maturity 

Date (if applicable).   
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Legal investment considerations may restrict certain investments 

The investment activities of certain investors are subject to legal investment laws and regulations, or review 

or regulation by certain authorities.  Each potential investor should consult its legal advisers to determine 

whether and to what extent (1) Notes are legal investments for it, (2) Notes can be used as collateral for 

various types of borrowing and (3) other restrictions apply to its purchase or pledge of any Notes.  Financial 

institutions should consult their legal advisers or the appropriate regulators to determine the appropriate 

treatment of Notes under any applicable risk-based capital or similar rules. 

Withholding Tax White Paper/Potential Issuer Redemption for Tax Reasons 

In a white paper to the Norwegian Parliament in October 2015 (Meld. St. 4 (2015-2016)), the Norwegian 

government advised that it will look further into the possible introduction of a Norwegian withholding tax on 

interest. A detailed proposal is expected to be submitted for public consultation when ready. 

In the event of the withholding tax being implemented and the payments of interest in respect of an issue of 

Notes is subject to withholding tax, the Issuer would be required to gross up the payments in accordance 

with (but subject to the exceptions set out in) Condition 6. If the Issuer has or will become obliged to pay 

additional amounts as provided in Condition 6, the Issuer may (subject to the conditions set out therein) 

exercise its right to redeem the Notes at the Early Redemption Amount pursuant to Condition 5(c) of the 

Terms and Conditions of the Ordinary Notes and Condition 5(c) of the Terms and Conditions of the VPS 

Notes. 

No events of default 

The Conditions do not include any events of default relating to the Issuer.  Accordingly, default by the Issuer 

will not entitle Noteholders to accelerate the Notes, and Noteholders will only be paid the scheduled 

payments of interest and principal under the Notes as and when they fall due under the Conditions. 

Notes issued under the Programme 

Notes issued under the Programme will either be fungible with an existing Series of Notes or have different 

terms to an existing Series of Notes (in which case they will constitute a new Series).  All Notes issued from 

time to time will rank pari passu with each other and with any other Notes which may be issued by the 

Issuer in accordance with the Act. 

Meetings of Noteholders 

The Ordinary Note Conditions and the VPS Conditions contain provisions for calling meetings of their 

respective Noteholders to consider matters affecting the interests of such Noteholders generally.  These 

provisions permit defined majorities to bind all Noteholders including Noteholders who did not attend and 

vote at the relevant meeting and Noteholders who voted in a manner contrary to the majority.  As a result, 

Noteholders can be bound by the result of a vote that they voted against. 

Modification 

The Ordinary Note Conditions provide that the Principal Paying Agent and the Issuer may agree, without the 

prior consent or sanction of any of the Ordinary Noteholders or Couponholders, to: 

● certain modifications in relation to the Ordinary Notes, the Coupons, the Agency Agreement and the 

Deed of Covenant, which, in the opinion of the Issuer, is not prejudicial to the interests of the 

Ordinary Noteholders, as detailed within the Ordinary Note Conditions; and 

● any modification to the Ordinary Notes, the Coupons, the Deed of Covenant or the Agency 

Agreement which is of a formal, minor or technical nature or is made to correct a manifest or proven 

error or to comply with mandatory provisions of the law. 
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Any such modification will be binding on the Ordinary Noteholders and the Couponholders.  

The VPS Trustee Agreement provides that the VPS Trustee may, without providing prior written notice to, 

or consultation with, the VPS Noteholders, make certain decisions binding on all VPS Noteholders relating 

to the VPS Conditions, the VPS Agency Agreement and the VPS Trustee Agreement as further detailed in 

the VPS Conditions and the VPS Trustee Agreement, including amendments which in the opinion of the 

VPS Trustee are not materially prejudicial to the interests of the VPS Noteholders.  The VPS Trustee shall as 

soon as possible notify the VPS Noteholders of any proposal to make such amendments, setting out the date 

from which the amendment will be effective, unless such notice obviously is unnecessary. 

For the avoidance of doubt, changes may be made to the terms of the Shareholders' Agreement (and each 

relevant Transfer and Servicing Agreement) and the Shareholder Note Purchase Agreement by agreement 

between the parties thereto, without the consent of the Noteholders and without regard to the interests of 

Noteholders.  Similarly, the Issuer may terminate the Shareholder Note Purchase Agreement by giving one 

year’s notice to each of the Shareholder Banks and the Rating Agencies, or at any time if the Issuer enters 

into a replacement Shareholder Note Purchase Agreement on substantially the same terms. 

Definitive Notes and denominations in integral multiples 

The Notes have a denomination consisting of a minimum authorised denomination of €100,000 plus 

additional higher integral multiples of €1,000 or their equivalent.  Accordingly, it is possible that the Notes 

may be traded in amounts in excess of the minimum authorised denomination that are not integral multiples 

of such denomination.  In such a case, if definitive Notes are required to be issued, a Noteholder who holds a 

principal amount of less than the minimum authorised denomination at the relevant time may not receive a 

definitive Note in respect of such holding and may need to purchase a principal amount of Notes such that its 

holding amounts to the minimum authorised denomination (or another relevant denomination amount). 

If definitive Notes are issued, Noteholders should be aware that definitive Notes which have a denomination 

that is not an integral multiple of the minimum authorised denomination may be illiquid and difficult to 

trade. 

Notes not in physical form 

Unless the Bearer Global Notes or the Registered Global Notes are exchanged for Bearer Definitive Notes or 

Registered Definitive Notes, respectively, which exchange will only occur in the limited circumstances set 

out under "Form of the Notes" below, the beneficial ownership of the Notes will be recorded in book-entry 

form only with Euroclear and Clearstream, Luxembourg and/or DTC.  The fact that the Notes are not 

represented in physical form could, among other things: 

● result in payment delays on the Notes because distributions on the Notes will be sent by or on behalf of 

the Issuer to Euroclear, Clearstream, Luxembourg or DTC instead of directly to Noteholders; 

● make it difficult for Noteholders to pledge the Notes as security if Notes in physical form are required or 

necessary for such purposes; and 

● hinder the ability of Noteholders to resell the Notes because some investors may be unwilling to buy 

Notes that are not in physical form. 

Risks relating to the structure of a particular issue of Notes 

The Notes may have features which contain particular risks for potential investors.  Set out below is a 

description of the most common such features: 
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Notes may be subject to optional redemption by the Issuer 

If specified in the applicable Final Terms, the Notes may contain an optional redemption feature which 

would be likely to limit their market value.  During any period when the Issuer may elect to redeem the 

Notes, the market value of those Notes generally will not rise substantially above the price at which they can 

be redeemed.  This also may be true prior to any redemption period. 

The Issuer may be expected to redeem Notes when its cost of borrowing is lower than the interest rate on the 

Notes.  At those times, an investor generally would not be able to reinvest the redemption proceeds at an 

effective interest rate as high as the interest rate on the Notes being redeemed and may only be able to do so 

at a significantly lower rate.  Potential investors should consider reinvestment risk in light of other 

investments available at that time. 

Fixed Rate Notes 

Investment in Fixed Rate Notes involves the risk that if market interest rates subsequently increase above the 

rate paid on the Fixed Rate Notes, the value of the Fixed Rate Notes will be adversely affected. 

Extendable obligations under the Notes 

Following any failure by the Issuer to pay the Final Redemption Amount of a Series of Notes on their 

Maturity Date, payment of such amounts shall be automatically deferred.  This will occur if the Final Terms 

for a relevant Series of Notes (the relevant Series of Notes) provides that such Notes are subject to an 

extended final maturity date to which the payment of all or (as applicable) part of the Final Redemption 

Amount payable on the Maturity Date will be deferred in the event that the Final Redemption Amount is not 

paid in full on the Maturity Date (the Extended Final Maturity Date). 

To the extent that the Issuer has sufficient monies available to pay in part the relevant Final Redemption 

Amount in respect of the relevant Series of Notes, the Issuer shall make partial payment of the relevant Final 

Redemption Amount as described in Condition 4(h) of the Ordinary Note Conditions and Condition 4(e) of 

the VPS Conditions.  Payment of all unpaid amounts shall be deferred automatically until the applicable 

Extended Final Maturity Date, provided that any amount representing the Final Redemption Amount due and 

remaining unpaid on the Maturity Date may be paid by the Issuer on any Interest Payment Date thereafter up 

to (and including) the relevant Extended Final Maturity Date. 

For the avoidance of doubt, pursuant to Condition 4(h) of the Ordinary Note Conditions and Condition 4(e) 

of the VPS Conditions, to the extent the Issuer has sufficient monies available to make partial payment of the 

relevant Final Redemption Amount on the Maturity Date of the relevant Series of Notes, the Issuer is 

required to make such partial payment, and the automatic deferral described above will apply only to 

remaining unpaid amounts.  Pursuant to the Shareholder Note Purchase Agreement (as described more fully 

in Description of the Shareholders’ Agreement and the Shareholder Note Purchase Agreement), the Issuer 

may issue Shareholder Notes for the purposes of funding any shortfall in funds available to pay any Final 

Redemption Amount.  The proceeds of the issuance of any such Shareholder Notes would be applied on the 

relevant Maturity Date, reducing the unpaid amount to be deferred pursuant to the Ordinary Note Conditions 

and/or the VPS Conditions. 

The Issuer is not required to notify the Noteholders of such automatic deferral.  The Extended Final Maturity 

Date will fall one year after the Maturity Date.  Interest will continue to accrue on any unpaid amount and be 

payable on each Interest Payment Date falling after the Maturity Date up to (and including) the Extended 

Final Maturity Date.  In these circumstances, failure by the Issuer to make payment in respect of the Final 

Redemption Amount on the Maturity Date shall not constitute a default in payment by the Issuer.  However, 

failure by the Issuer to pay the Final Redemption Amount or the balance thereof on the Extended Final 

Maturity Date and/or interest on such amount on any Interest Payment Date falling after the Maturity Date 

up to (and including) the Extended Final Maturity Date shall constitute a default in payment by the Issuer. 
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Furthermore, in relation to all amounts constituting accrued interest due and payable on each Interest 

Payment Date falling after the Maturity Date up to (and including) the Extended Final Maturity Date, as 

provided in the applicable Final Terms, the Issuer may pay such interest pursuant to the Floating Rate set out 

in the applicable Final Terms notwithstanding that the relevant Note was a Fixed Rate Note as at its relevant 

Issue Date. 

In addition, following deferral of the Maturity Date, the Interest Payment Dates and Interest Periods may 

change as set out in the applicable Final Terms. 

Legal and regulatory risks relating to the Notes 

Set out below is a brief description of certain legal and regulatory risks relating to Notes. 

Change of law and establishment of case law 

The Ordinary Note Conditions are governed by English law save as to Condition 2(a) of such Ordinary Note 

Conditions, which is governed by Norwegian law. 

The VPS Conditions are governed by English law save as to Conditions 2(a) and 11 of such VPS Conditions, 

which are governed by Norwegian law. 

No assurance can be given as to the impact of any possible judicial decision or change to English law, 

Norwegian law or administrative practice in England or Norway after the date of this Base Prospectus. 

In particular, the Act came into force on 1 January 2016, and there is no available case law on it.  It is 

uncertain how the Act will be interpreted or whether changes or amendments will be made to it which will 

affect Notes issued under the Programme. 

Risk Assessment 

The Norwegian banking sector works under a regulatory regime which mitigates regulatory risk.  The 

Norwegian regulators generally adopt European Union laws regarding the financial markets and this ensures 

that the regulatory risk is comparable to that to which other European banks are subject. 

Bank Account Structure 

Money received from borrowers in respect of Mortgage Loans in the Cover Pool will be swept on a daily 

basis to the account of the Issuer.  

In general, Mortgage Loans are originated by an Originator and may be acquired by the Issuer if they meet 

the eligibility criteria set out in the relevant Transfer and Servicing Agreements (as defined below).  See 

"Mortgage Origination, Eligibility and Servicing" below.  If acquired by the Issuer, the Mortgage Loans are 

then entered into the Cover Pool.  The borrowers are notified of such transfer by the Originator, which will 

continue servicing the Mortgage Loans, and the borrower will keep the same account numbers and payment 

arrangements with the relevant Originator.  

Scheduled payments on Mortgage Loans are mostly made by way of direct debit from the borrowers' current 

accounts to the Issuer's settlement account at the Originator, which is swept nightly with any outstanding 

amounts between the Issuer and the Originators cleared using the Norwegian Interbank Clearing System 

(NICS) and BBS. 

In the event of the insolvency of an Originator or if the ratings of an Originator with a credit rating, or the 

target ratio of capital to risk adjusted assets of any unrated Originator, falls below a certain level, then the 

Issuer will be required pursuant to the relevant Transfer and Servicing Agreement to give notices to the 

relevant borrowers to make payments on the Mortgage Loans in the Cover Pool to accounts with another 

bank.   
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However, there may be operational delays in such a process and not all relevant borrowers may take the 

required action to effect the change of account notified to them by the Issuer.  This would reduce the 

aggregate mortgage payments made to the Issuer on mortgages held by it and could affect the funds available 

to the Issuer to make full and timely payments on the Notes. 

Risks relating to the Cover Pool 

Non-compliance with overcollateralisation matching rules and public administration of the Issuer 

Section 11-7 of the Regulations currently requires the value of the assets in the Issuer’s Cover Pool to 

constitute a minimum of 102 per cent. of the total payable amount of the Issuer’s outstanding covered bonds 

(taking into account the effects of derivative contracts) having preferential claims against the Cover Pool 

(overcollateralisation). See "Overview of the Norwegian Legislation Regarding Covered Bonds (obligasjoner 

med fortrinnsrett)" below for further details.   

A breach of the overcollateralisation requirement prior to public administration of the Issuer in 

circumstances where no additional assets are available to the Issuer or the Issuer lacks the ability to acquire 

additional assets could result in the Issuer being unable to issue further Notes, preventing the refinancing of 

existing Notes and possibly reducing the liquidity of existing Notes.  

In the event of public administration of the Issuer, timely payments shall be made on the Notes provided that 

the Cover Pool is in material compliance with the statutory requirements under the Act.  Public 

administration of the Issuer will not in itself be sufficient cause for termination or similar remedy by the 

holders of Notes or Swap Providers.  The public administration board may take any action considered 

necessary to ensure that the holders of the Notes and the Swap Providers receive agreed and timely payment 

on the Notes and the Swaps, including selling assets in the Cover Pool and issuing new Notes and entering 

into new derivative instruments, with recourse to the assets in the Cover Pool.   

The public administration board is required to notify the Noteholders and the Swap Providers of all decisions 

that are deemed to be of material significance to them.  

If it is not possible to make contractual payments due to Noteholders and Swap Providers up to the agreed 

redemption or termination date and an imminent change in the financial condition of the Issuer that would 

ensure such contractual payments is unlikely, the public administration board shall set a date to halt 

payments to the Noteholders and Swap Providers.  When a halt to payments is introduced, the further 

administration in respect of the Issuer shall continue in accordance with Norwegian bankruptcy law.  The 

public administration board shall inform the Noteholders and the Swap Providers of the halt to payments and 

the date on which such halt to payments will take effect at the earliest opportunity, and it shall consult with 

them in relation to any material decisions in respect thereof.   

The public administration board may, with the agreement of the relevant Swap Provider, agree to continue 

the Currency Swaps following the introduction of a halt to payments on the Notes if that would be in the best 

interests of the relevant parties. 

The amount of claims with a right of priority over the assets in the Cover Pool will be calculated as at the 

date on which the halt to payments takes effect.  Assuming that a halt to payments is called in respect of both 

the Notes and the Swaps, the calculation shall establish the present value of the relevant claim, duly 

discounted in accordance with the terms of the Act and the Regulations (as defined in "Overview of the 

Norwegian Legislation Regarding Covered Bonds (obligasjoner med fortrinnsrett)" below).  These provide 

that settlement of interest rate and foreign exchange contracts shall be made at prudent market value based 

on the pricing of comparable interest rate contracts and foreign exchange contracts (although investors 

should note that any termination payment under the relevant Swap Agreement shall be calculated in 

accordance with the terms of such Swap Agreement), and settlement of amounts due on the Notes shall 

include payment of accrued interest and costs, as well as the agreed future cash flow (principal and interest) 

to the Maturity Date (excluding, for this purpose, any applicable Extended Final Maturity Date, except where 
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payment has already been deferred until the Extended Final Maturity Date in respect of those Notes), 

discounted by the market rate for comparable bonds in the relevant currency.   

To the extent that Noteholders are not fully paid from the proceeds of the liquidation of the assets comprising 

the Cover Pool, they will be able to prove for the balance of their claims as unsecured creditors of the Issuer 

and will be entitled to receive payment from the proceeds of the liquidation of the other assets of the Issuer 

not comprising the Cover Pool (or any other cover pool maintained by the Issuer).  The Noteholders would 

in respect of such residual claim rank pari passu with any other unsecured and unsubordinated creditors of 

the Issuer, and could accordingly be unable to collect the full balance of their claims against the Issuer. 

If timely payments continue to be made following public administration of the Issuer, the public 

administration board may dispose of all of the assets in the Cover Pool if this is deemed necessary for the 

payment of the claims of other creditors of the Issuer, provided that the consideration obtained enables no 

less than full payment to the Noteholders and the Swap Providers.  In this context, the Act and the 

Regulations provide that "full payment" means settlement of interest rate contracts and foreign exchange 

contracts at market value based on the pricing of comparable interest rate contracts and foreign exchange 

contracts (although investors should note that any termination payment under the relevant Swap Agreement 

shall be calculated in accordance with the terms of such Swap Agreement), and settlement of amounts due on 

the Notes including payment of accrued interest and costs, as well as the agreed future cash flow (principal 

and interest) to the Maturity Date (excluding, for this purpose, any applicable Extended Final Maturity Date 

except where payment has already been deferred until the Extended Final Maturity Date in respect of those 

Notes), discounted by the market rate for comparable bonds in the relevant currency. 

Regulatory Considerations 

The European Market Infrastructure Regulation 648/2012 (EMIR) entered into force on 16 August 2012.  

EMIR aims to increase stability in European over-the-counter (OTC) derivatives markets and includes 

measures to require the clearing of certain OTC derivatives contracts through central clearing counterparties 

and to increase the transparency of OTC derivatives transactions.  EMIR applies to OTC derivatives 

contracts falling within its scope entered into by financial counterparties, regardless of the identity of the 

other counterparty to the contract.  EMIR has been included in the EEA Agreement and is expected to be 

fully implemented in Norway during the last part of the 2nd quarter of 2017. The EMIR requirements have 

been phased in gradually, with the final requirement (variation margining requirements for non-centrally 

cleared trades) having been effective from 1 March 2017, but, as detailed above, the requirements have not 

yet entered into force in Norway. However, issuers of covered bonds are exempted from the collateral and 

central clearing requirements otherwise applicable to counterparties to OTC derivative contracts, subject to 

satisfaction of certain conditions as set out in the relevant technical standards and delegated acts. 

Prospective investors should be aware that the regulatory changes arising from EMIR may in due course 

significantly increase the cost for the Issuer of entering into derivative contracts and may adversely affect 

their ability to engage in derivative contracts. 

In addition, Title VII of the U.S. Dodd-Frank Wall Street Reform and Consumer Protection Act, enacted 

21 July 2010 (the Dodd-Frank Act), established a comprehensive new U.S. regulatory regime for a broad 

range of derivatives contracts (collectively referred to in this risk factor as "covered swaps").  Among other 

things, Title VII provides the U.S. Commodity Futures Trading Commission (CFTC) and the U.S. Securities 

and Exchange Commission (SEC) with jurisdiction and regulatory authority over many different types of 

derivatives that are currently traded over-the-counter, requires the establishment of a comprehensive 

registration and regulatory framework applicable to covered swap dealers and other major market 

participants, requires many types of covered swaps to be executed on a platform (e.g. exchange, contract 

market, security-based swap execution facility or swap execution facility) and centrally cleared, and 

contemplates the imposition of capital requirements and margin requirements for uncleared transactions in 

covered swaps. 

Many of the key regulations implementing Title VII have recently become effective or are in final form.  

However, in some instances the interpretation and potential impact of these regulations are not yet entirely 
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clear.  Additionally, not all of the regulations, particularly with respect to security-based swaps, have been 

finalised and made effective.  Due to this uncertainty, a complete assessment of the exact effects of Title VII 

cannot be made at this time. 

In particular, the Swaps contemplated under the Programme may include agreements that are regulated as 

covered swaps under Title VII, each of which may be subject to new clearing, execution, capital, margin 

posting, reporting and recordkeeping requirements under the Dodd-Frank Act that could result in additional 

regulatory burdens, costs and expenses (including extraordinary, non-recurring expenses of the Issuer).  Such 

requirements may disrupt the Issuer and its affiliates' ability to hedge their exposure to various transactions, 

including any obligations they may owe to investors under the Notes, and may materially and adversely 

impact a transaction's value or the value of the Notes.  While the Dodd-Frank Act provides for the 

grandfathering of certain swaps, such grandfathering may not apply to the transactions entered into by the 

Issuer or may only apply to certain transactions.  Additionally, the Issuer cannot be certain as to how these 

regulatory developments will impact the treatment of the Notes.  

Prior to the effective date of the Dodd-Frank Act, the Swaps were over-the-counter contracts that were not 

required by U.S. regulators to be cleared or executed on a platform.  The Notes allow the Issuer to call and/or 

terminate them in certain circumstances (such a circumstance, a Reg Out), including but not limited to a 

change in law or regulation that (1) creates a materially increased cost to enter into, maintain or hedge any 

issuance of Notes, such as increased margin requirements, or (2) makes such maintenance or hedging 

impossible or impracticable.  Any such Reg Out could result in an investor's Notes decreasing significantly 

in value at a time that is disadvantageous to the Noteholder.  If the Issuer chooses not to exercise the Reg Out 

and complies with relevant Title VII provisions, there will also be increased costs, which could result in an 

investor's Notes decreasing significantly in value at a time that is disadvantageous to the Noteholder. 

Given that the full scope and consequences of the enactment of EMIR and the Dodd-Frank Act and the rules 

still to be adopted thereunder are not yet known, investors are urged to consult their own advisers regarding 

the suitability of an investment in any Notes.  

Additionally, to the extent any particular series contains a Reg Out, investors must carefully consider what 

the consequences of its exercise might be and make their own determinations in consultation with their 

advisers regarding an investment in any Notes. 

Risks relating to the Issuer's collateral 

Given that a considerable part of the Issuer's loans are granted with mortgages as collateral, the value of the 

collateral is related to the performance of the real estate and housing market in Norway.  There can be no 

guarantees regarding the future development of the value of the collateral.  When collateral is enforced, a 

court order may be needed to complete a forced sale of the property.  For further details of the foreclosure 

process see "Mortgage Origination, Eligibility and Servicing – Foreclosure" below.  The Issuer's ability to 

make use of the collateral without the consent of the borrower is thus dependent on the executive measures 

and on other relevant circumstances in the mortgage and real property markets.  Should the prices of real 

property and the housing market substantially decline, this would reduce the value of the collateral held by 

the Issuer.   

There are many circumstances that affect the level of credit loss, early repayments, withdrawals and final 

payments of interest and principal amounts, such as changes in the economic climate, both nationally and 

internationally, changes regarding taxation, interest rate developments, inflation and political changes.  

Borrowers may default as a result of interest rate increases or as a result of changes in their own personal 

circumstances (e.g. following redundancy or divorce). 

Default in respect of the Issuer's assets comprised in the Cover Pool could jeopardise the Issuer's ability to 

make payments in full or on a timely basis on the Notes.  Risks attaching to the Notes as a result of default in 

respect of the assets in the Cover Pool are reduced by a number of features of the Notes, including the ability 

of the Issuer to substitute assets to and from the Cover Pool.  However, if a material amount of assets in the 

Cover Pool were to default, there is no guarantee that the required level of assets within the Cover Pool could 
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be maintained or that the Issuer would be in a position to substitute non-defaulting assets for the defaulting 

assets. 

The ability of the originator banks to maintain a dynamic pool of Mortgage Loans 

The mortgage loans (the Mortgage Loans) originated by certain SpareBank 1 banks (which banks may also 

be shareholders of the Issuer) (the Shareholder Banks  – see "Description of the Issuer's Business – 

Ownership" below) and, if so determined, also by other Norwegian banks (together, the Originators) and 

contributed to the Cover Pool represent a dynamic pool, particularly because of the high rate of refinancing 

in the Norwegian mortgage market.  This rate of refinancing reflects the wide availability of mortgage loan 

funding in Norway as well as the low cost of refinancing a Mortgage Loan.   

The Originators' ability to originate Mortgage Loans to transfer to the Issuer depends on the competitive 

market position of the Originators and the demand for their products.  The ability of the Issuer to add new 

Mortgage Loans to its Cover Pool may be adversely affected if an Originator terminates an agreement to 

transfer Mortgage Loans to the Issuer or if an Originator fails to comply with its servicing or other 

obligations under such agreement.  See "Mortgage Origination, Eligibility and Servicing" below. 

The Cover Pool consists of limited assets 

The Cover Pool will consist of Mortgage Loans which are secured on residential property or on title 

documents relating to residential property (Residential Mortgages), claims which the Issuer holds, or may 

acquire, against providers of Covered Bond Swaps and certain substitute assets.  All assets in the Cover Pool 

must comply with the terms of the Act and the Regulations.  In particular, the Regulations determine 

maximum loan to value ratios of Mortgage Loans included in the Cover Pool (at the date of this Base 

Prospectus, the value is 75 per cent. of the prudent market value in the case of Residential Mortgages).  At 

the date of this Base Prospectus, all of the properties over which Mortgage Loans in the Cover Pool were 

created are in Norway.  The value of the properties comprising the Cover Pool may therefore decline in the 

event of a general downturn in the value of property in Norway.  See "Risks relating to the Issuer, the 

Shareholder Banks and the Originators – Substitute assets in the Cover Pool" below. 

Limited description of the Cover Pool 

Save as contemplated by each set of Final Terms, investors will not receive detailed statistics or information 

in relation to the Mortgage Loans and other assets contained or to be contained in the Issuer's Cover Pool, as 

it is expected that the constitution of the Cover Pool will change from time to time due to, for example, the 

purchase of further loans by the Issuer from time to time.  However, an independent inspector (Uavhengig 

gransker) appointed by the Financial Supervisory Authority of Norway (Finanstilsynet) (FSAN) under the 

Act will monitor the Issuer's compliance with the requirements of the Act on a quarterly basis and report to 

the FSAN annually. 

Overcollateralisation 

The Issuer is obligated under the Act to ensure that the value of the assets of the Cover Pool at all times 

exceeds the value of the covered bonds with preferential claims against the Cover Pool (taking into account 

the effects of derivative contracts) (Overcollateralisation). The Ministry of Finance is authorised to pass 

regulations setting a minimum requirement.  At the date of this Base Prospectus, the Regulations stipulate 

that the Issuer must ensure a minimum Overcollateralisation in the Cover Pool of 2 per cent. at all times. 

In addition, the Issuer has contractually agreed to provide a similar minimum level of Overcollateralisation 

in the Cover Pool, as set out in Condition 2(b) of the Ordinary Notes and Condition 2(b) of the VPS Notes. 

Such a level of contractually agreed overcollateralisation will be subject to change in accordance with any 

higher overcollateralisation level imposed by applicable Norwegian legislation from time to time. 

The Issuer is not obliged to increase the Overcollateralisation percentage if any of the ratings assigned to the 

Notes are reduced, removed, suspended or placed on credit watch for any reason.  
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Furthermore, provided that the Issuer complies with the Act and the Regulations at all times, failure by it to 

comply with the contractually agreed level of Overcollateralisation will not in itself prevent the Issuer from 

issuing further Notes, refinancing existing Notes or acquiring new Mortgage Loans into the Cover Pool.  In 

such circumstances, Noteholders may have a claim against the Issuer for breach of contract or for other 

specific relief, subject to English law generally. 

For the avoidance of doubt, the Issuer does not commit to ensure that any specific rating of the Notes will be 

upheld until maturity. 

Audit of the Cover Pool 

The Cover Pool is audited regularly by an internal auditor and an external auditor/independent regulatory 

inspector, as more fully described in "Cover Pool Review Process" and "Overview of the Norwegian 

Legislation Regarding Covered Bonds (obligasjoner med fortrinnsrett) – Inspector".  Neither the 

Shareholder Banks nor the Originators nor the Dealers have conducted or commissioned any other audit of 

the Cover Pool nor will they undertake any audit of the Cover Pool in connection with an offering of the 

Notes. 

Appraisals 

Appraisals or valuation of the properties securing the Mortgage Loans take one of three forms: (1) in the case 

of a loan to finance (rather than refinance) the acquisition of a property, the transaction sale price determines 

the valuation for mortgage lending purposes, (2) an independent appraisal conducted by a licensed appraiser 

or estate agent is obtained or (3) a valuation from Eiendomsverdi, an automated valuation model provider 

which compiles information on nearly all residential property transactions in Norway, is used.  Such an 

automated valuation model does not consider the current state or physical condition of a property, which 

may in actuality be worse than the condition assumed by such model.  For the ongoing valuation of the 

Issuer's portfolio, which takes place quarterly for investor information and rating agency reporting purposes, 

the automated valuation model is used. 

In the case of those Mortgage Loans for which an appraisal conducted by a licensed appraiser or estate agent 

was used, such appraisal reflects the individual appraiser or estate agent's judgement as to value, based on 

the market values of comparable homes sold within the recent past in comparable nearby locations and on 

the estimated replacement cost.  

No assurance can be given that values of the properties underlying the Mortgage Loans have remained or 

will remain at the levels which existed on the dates of appraisal (or, where applicable, on the dates of 

appraisal updates) of the related Mortgage Loans.  

The appraisal relates both to the land and to the structure; in fact, a significant portion of the appraised value 

of a property may be attributable to the value of the land rather than to the residence.  Because of the unique 

locations and special features of certain properties, identifying comparable properties in nearby locations 

may be difficult.  The appraised values of such properties will be based to a greater extent on adjustments 

made by the appraisers to the appraised values of reasonably similar properties rather than on objectively 

verifiable sales data. 

Reliance on Swap Providers  

A brief description of certain risks relating to the Swaps is set out below: 

Reliance on Currency Swaps 

The Issuer may rely on Currency Swaps to enable it to make timely payments on Notes denominated in 

currencies other than NOK.  If the Issuer fails to make timely payments of amounts due under such Currency 

Swaps or certain other events occur in relation to the Issuer under a Currency Swap and any applicable grace 

period expires, then the Issuer will default under that Currency Swap.  If the substitute assets available to the 
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Issuer on a payment date are insufficient to make the payment ordinarily required in full, the payment 

obligations of both the Issuer and the Currency Swap Provider on that payment date will be reduced 

accordingly and will be deferred.  If the Issuer defaults under a Currency Swap due to non-payment or 

otherwise, the relevant Currency Swap Provider will not be obliged to make further payments under that 

Currency Swap and may terminate that Currency Swap.  If a Currency Swap Provider is not obliged to make 

payments, or if it defaults on its obligations to make payments under a Currency Swap, the Issuer will be 

exposed to changes in currency exchange rates and in the associated interest rates on the currencies.  Unless 

a replacement swap is entered into, the Issuer may have insufficient funds to make payments due on the 

Notes. 

Reliance on Interest Rate Swaps 

In order to hedge the Issuer's interest rate risks arising from a mismatch between floating interest earned on 

the Issuer’s assets and fixed interest payable on the Issuer’s obligations, the Issuer may enter into Interest 

Rate Swaps.  If the Issuer fails to make timely payments of amounts due or certain other events occur in 

relation to the Issuer under an Interest Rate Swap and any applicable grace period has expired, then the 

Issuer will default under that Interest Rate Swap.  If the Issuer defaults under an Interest Rate Swap due to 

non-payment or otherwise, the relevant Interest Rate Swap Provider will not be obliged to make further 

payments under that Interest Rate Swap and may terminate that Interest Rate Swap.  If an Interest Rate Swap 

Provider is not obliged to make payments, or if it exercises any right of termination it may have under the 

relevant Interest Rate Swap Agreement, or if it defaults in its obligations to make payments under an Interest 

Rate Swap, the Issuer will be exposed to changes in interest rates.  Unless a replacement swap is entered 

into, the Issuer may have insufficient funds to make payments due on the Notes. 

Termination payments for Swaps 

If any of the Interest Rate Swaps or the Currency Swaps are terminated, the Issuer may as a result be obliged 

to make a termination payment to the relevant Swap Provider.  The amount of the termination payment will 

be based on the cost of entering into a replacement Interest Rate Swap or Currency Swap, as the case may 

be.  Any termination payment to be made by the Issuer to a Swap Provider will rank pari passu with 

payments due to the Noteholders. 

Potential amendments to the Swap Agreements 

If and when the Issuer enters into a Swap Agreement in the context of an issue of Notes, the terms of the 

Swap Agreement will be negotiated with the relevant Swap Provider.  As a result of such negotiations, the 

terms of a Swap Agreement may contain terms that adversely affect the interests of the Noteholders under 

the Notes (although the claims of the Noteholders and the Swap Providers will always rank equally in 

relation to the assets in the Cover Pool pursuant to the terms of the Act and the Regulations). 

Risks relating to the Issuer, the Shareholder Banks and the Originators 

The Issuer's business mainly involves the risks outlined below.  In the context of the Notes, it should be 

noted that the Act and the Regulations impose several obligations on the Issuer (such as matching 

requirements) that are designed to mitigate some of those risks, see "Overview of the Norwegian Legislation 

Regarding Covered Bonds (obligasjoner med fortrinnsrett)". 

Legal risks 

The Issuer's business operations are governed by laws and regulations and are subject to regulatory authority 

supervision by the FSAN.  Any changes to the current legislation (in particular, legislation relating to the 

issuance of covered bonds) might adversely affect the Issuer's business operations and its operating results.   
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Economic activity in Norway 

The Originators' residential mortgage lending activities and the volume of transfers of such Mortgage Loans 

to the Issuer are dependent on the level of finance required by residential borrowers in Norway.  In 

particular, levels of borrowing are heavily dependent on residential property prices, employment trends, the 

state of the economy, market interest rates, taxation, mortgage borrowers' levels of income and other factors 

that affect the Norwegian economy.  As the Originators currently conduct the majority of their business in 

Norway, their performance is influenced by the level and cyclical nature of business activity in Norway, 

which is in turn affected by both domestic and international economic and political events.  There can be no 

assurance that a weakening in the economy of Norway will not have an adverse effect on the Issuer's or the 

Originators' future results. 

Financial instruments issued by the Kingdom of Norway are rated "AAA" by S&P, "Aaa" by Moody's and 

"AAA" by Fitch.  Norway has relatively strong public finances and macroeconomic fundamentals (including 

a diversified export sector, a high level of investment in natural resources such as oil and gas and a relatively 

low unemployment rate, even after a decline in oil prices affected the level of activity in the Norwegian 

economy resulting in a slightly higher unemployment rate).  Interest rates in Norway have been at a 

relatively low level since the financial crisis and the events of 2008 and have remained low in order to 

support aggregate demand following the downward shift in the price of oil in 2014-15.  The creditworthiness 

of Norway is supported by financial assets accumulated in the Norwegian Pension Fund Global through 

investing government revenues from oil and gas extraction, a well-educated labour force and one of the 

highest GDP per capita in the world.   

Oil and gas extraction remains Norway’s most important industry, although its share of overall activity 

(production across all economic sectors) has declined since 2014.  Oil prices are volatile and have declined 

materially since the middle of 2014.  Statistics Norway forecasts 2017 GDP growth at 1.8 per cent. for the 

Norwegian mainland economy, following on from a weak 2016 with growth of 0.8 per cent.  Volatile oil 

prices may have a material adverse effect on Norwegian economic activity and thus by extension on its 

housing market, the ability of homeowners to service their mortgages and, consequently, on the Issuer's 

business operations and operating results. 

Risks relating to the Norwegian mortgage market 

One of the main risks related to the Norwegian residential mortgage market is the borrowers' ability to pay 

their Mortgage Loans.  In addition, the value of the mortgaged properties may decrease. 

In recent years in Norway, low interest rates, low inflation, higher house prices and increased disposable 

household income have led to a continued strong growth in demand for loans, especially in the residential 

mortgage market.   

Due to the growth in mortgage loans and levels of indebtedness, the potential financial vulnerability of some 

mortgage borrowers has increased (particularly if interest rates return to higher, more normalised levels), 

especially for some of the young and/or low-income households.  There has been a long-term increase in the 

Norwegian household debt burden, which was, on average, approximately 2.18 times disposable household 

income at 30 September 2016 according to Norges Bank (source: Norwegian Central Bank Monetary Policy 

Report 1/2017).  The overall household debt burden has grown slowly in Norway for several years.  Annual 

household credit growth has been between 6 and 7 times annual growth since 2014, although the annualised 

credit growth rate in the housing sector is not adjusted for an increasing number of households in the 

economy (expanding population) (source: Statistics Norway).  Nevertheless, the overall increase in 

household indebtedness suggests that the Issuer's ability to collect payments on the Mortgage Loans is more 

vulnerable to adverse economic conditions, particularly if those conditions lead to higher unemployment. 

Traditionally, Norwegian customers prefer floating rate mortgages – and changes in interest rates could 

affect the liquidity situation of some borrowers.  The Originators take into account (among other factors) a 

possible increase from current levels in interest rates when calculating each customer's ability to meet 

payment obligations in respect of a Mortgage Loan, including those transferred to the Issuer.  Nonetheless, 
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since less than 10 per cent. of outstanding residential mortgage loans in Norway carry a fixed interest rate, 

and thus a large percentage of borrowers would be negatively impacted by an increase, such a change could 

have a negative impact on the Issuer's ability to collect payment from borrowers. 

Norwegian house prices have risen substantially since 2003 but less so in real terms as adjusted for 

household disposable income.  There is a risk, however, that housing prices could fall from the current high 

levels.  Both in 2008 and in 2013 (when residential house prices fell by 0.6 per cent. for the year as a whole), 

Norway's real estate market experienced a decline, though in 2013 to a much smaller extent than in 2008.  

Several factors have contributed to the change in real estate prices, such as income growth, population and 

household growth (including immigration and urbanisation trends and the supply of newly built houses) and 

general economic factors (including mortgage interest rates), as well as general public expectations relating 

to residential property values.  A discussion and visual presentation of some of the important factors in this 

regard have been included in this Base Prospectus, see "The Norwegian Economy, Housing and Mortgage 

Loan Markets". 

The Originators have not, and do not, typically offer payment protection insurance to their customers.  A 

residential property which secures a Mortgage Loan must be insured against property damage, but this 

insurance is not assigned to the relevant Originator.  Each Originator requires that its mortgage customers 

declare that they have insured their properties and the identities of the insurance companies.   

Certain geographic regions of Norway from time to time will experience weaker regional economic 

conditions and housing markets.  Mortgage Loans in such areas will experience higher rates of loss and 

delinquency than Mortgage Loans generally. 

The Mortgage Loans underlying the Notes may be concentrated in certain regions.  Such concentration may 

present risk considerations in addition to those generally present for similar securities without such 

concentration.  Summary information regarding the geographic concentration of Mortgage Loans in the 

Cover Pool as of the date of the most recent Investor Report is set out in "Investor Report Stratification 

Tables" below. 

For further details of the Norwegian mortgage market, see "The Norwegian Economy, Housing and 

Mortgage Loan Markets" below. 

Competition 

The Originators face strong competition in the residential mortgage market in Norway, primarily from 

financial undertakings based in Norway and the Nordic region.  The Norwegian government is supportive of, 

and has encouraged, such competition.  Certain of the Originators' competitors may be larger and better 

capitalised.  The Originators may face pricing pressure in the future as competitors seek to obtain market 

share by reducing prices or offering new services at comparatively low prices.  The Norwegian banking 

market in particular has witnessed intensifying competition, which has resulted in narrower lending spreads.  

In addition, Norway's population is becoming more urbanised and, as a result, the loyalty of the Originators' 

customers may be affected as they move to urban regions where competition may be greater than the less-

urbanised areas where the Originators may face less competition.  Increasing use of the internet by customers 

searching for mortgage providers also affects customer loyalty.  There can be no assurance that existing or 

increased competition will not adversely affect the Issuer and/or the Originators through the level of 

Mortgage Loans originated and subsequently transferred to the Issuer and the interest rates applicable to 

those Mortgage Loans.  The demand for the Originators' products is also dependent on levels of customer 

confidence, prevailing market rates and other factors that have an influence on the customers' economic 

situation.  

Credit Risk 

This business risk principally pertains to credit risks of the Issuer's customers (following transfer from the 

Originators).  As at the date of this Base Prospectus, the Issuer's business has experienced relatively low 
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credit risks, with no arrears past 90 days, except for two mortgage loans in late 2008, two mortgages loans in 

the first quarter of 2011 and one loan in the first quarter of 2012, which were all successfully resolved, and 

the Issuer has historically not experienced any credit losses.  For more information, see "Payment Arrears" 

in "Mortgage Origination, Eligibility and Servicing".  The size of historical credit losses is however not any 

indication as to the size of any future credit losses. 

Norwegian law (and European Union directives) currently permits financial undertakings (such as the Issuer 

and each of the Originators) to allocate up to 25 per cent. of their capital to a single customer.  The 

Originators have regular banking activities and are thus engaged in non-residential lending, and, accordingly, 

this allows each Originator to have such exposures to one or more non-residential mortgage customers.  

Although it is highly unlikely that the Issuer will ever have significant exposures to a single customer, it may 

have large exposure to swap counterparties and issuers of bonds that form part of its liquidity portfolio.  The 

legal framework for covered bonds does not permit the outstanding balance of a mortgage loan towards any 

one customer or in respect of any one real estate property to exceed 5 per cent. of the aggregate balance of a 

cover pool.  The Issuer's cover pool eligibility criteria restrict the Issuer from purchasing loans with more 

than NOK 16 million outstanding, or purchasing more than three loans originated to the same customer. 

Market risks 

The Issuer borrows in foreign and domestic currencies.  All currency risk arising in connection with 

borrowing is eliminated by the use of derivative instruments (currency swaps) or natural hedges.  There are 

also interest rate risks in the Issuer's business.  Those arise when there is a lack of balance in the interest rate 

structure between assets and liabilities.  The Issuer reduces its exposure to interest rate fluctuation by the use 

of derivative instruments whereby issued fixed rate covered bonds are swapped to floating rate liabilities on 

a three-month basis.  All the Mortgage Loans held as cover pool assets are currently subject to a floating 

interest rate basis (standard variable rate).  The interest rate risk mainly arises as a result of the three-month 

floating basis of the Issuer's liabilities compared with the six weeks' notice required to be given to borrowers 

in order to change the standard variable rates on their Mortgage Loans and of competitive forces restricting 

the Issuer from increasing the interest rate under Mortgage Loans.  The Issuer's interest rate is closely 

monitored by its management and reported to the Board of Directors. 

According to Norwegian law, the issuers of Norwegian covered bonds are only allowed very limited 

currency exposure.  The Issuer mitigates its currency risk with the use of a currency swap or a natural hedge 

for all non-NOK issuances under this Programme.  To mitigate the risk of counterparty exposure the 

counterparty is required under the relevant credit support annex to post collateral above a certain threshold 

even if there has been no Rating Event as defined in the ISDA agreement. 

The Issuer will in general mitigate its interest rate risk by the use of interest rate swaps, particularly in 

respect of fixed interest Notes or Notes with a longer interest period than three months.  This is to ensure 

compliance with Norwegian law which requires that Norwegian covered bond issuers are exposed only to a 

low interest rate risk.  Furthermore, such swaps mitigate the risk stemming from the fact that all the 

Mortgage Loans in the Cover Pool are floating rate mortgage loans, the rate of which may be changed by the 

relevant Originator with six weeks' notice to the borrower. 

Substitute assets in the Cover Pool 

The Issuer keeps substitute assets to form a liquidity portfolio, which varies in size according to the amount 

of refinancing requirements.  The Issuer's policy guidelines restrict these substitute assets to mainly liquid 

government paper and highly rated financial instruments and covered bonds.  Norwegian covered bond 

legislation restricts the assets which can be used as substitute collateral to liquid and highly rated debt 

securities.  The market value of these instruments is subject to inherent credit risk in each bond and general 

market risks such as spread risk, liquidity risk, interest rate risk and currency risk.  Interest rate risk and 

currency risk will in general be hedged.  
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Liquidity risks 

The Issuer's lending is to a large extent made for longer durations than the Issuer's borrowing.  Therefore, the 

Issuer is dependent on the ability to refinance borrowings upon maturity.  However under current market 

conditions the experience is that the average lifetime of a mortgage is approximately three to four years.  In 

addition the Issuer owns a portfolio of mortgage loans which are structured as personal revolving credit 

facilities for the borrowers, who can draw down and repay amounts at will within a set overall credit limit 

determined on the same criteria as for standard repayment loans.  There is a risk that if the Issuer experiences 

a large demand for drawdowns under such credit limits simultaneously, the Issuer may not have sufficient 

liquid resources to meet the demand.   

During the past several years, turmoil and uncertainty in the financial markets have made it more expensive 

for borrowers such as the Issuer to obtain funding.  In addition, during 2008-2011 the markets were at times 

almost inaccessible to borrowers.  Therefore, depending on overall market conditions, there is a risk that the 

Issuer will either be unable to refinance its borrowings or that it will be required to do so at a cost 

significantly higher than originally anticipated.  This could adversely impact the Issuer's ability to pay 

amounts due under the Notes.  Because current market interest rates are extremely low by historical 

standards, it is likely that the Issuer's financing costs will increase in future periods. 

The Board of Directors has, as part of the Issuer's asset liability management policy, resolved that the Issuer 

should maintain sufficient liquid assets at any time to cover all upcoming debt maturities over the following 

six months and cover 50 per cent. of bonds coming due from six to twelve months. 

Operational, strategic and compliance risks 

The Issuer's, the Shareholder Banks' and the Originators' businesses involve operational risks which are 

defined as the risk of incurring losses, including damaged reputation, due to deficiencies or errors in internal 

processes and control routines or by external events that affect operations.  Further, erroneous strategic 

decisions adopted by the management of the Issuer's, the Shareholder Banks' and the Originators' businesses 

could give rise to financial losses incurred by such parties. 

The Issuer's, the Shareholder Banks' and the Originators' businesses are subject to regulation and regulatory 

supervision.  Any significant regulatory developments could have an effect on how the Issuer, the 

Shareholder Banks and the Originators conduct their businesses and on the Issuer's, the Shareholder Banks' 

and the Originators' operations.  The Issuer, the Shareholder Banks and the Originators are subject to 

financial services laws, regulations, administrative actions and policies in each location in which the Issuer, 

the Shareholder Banks and the Originators operate.  This supervision and regulation, in particular in the 

Kingdom of Norway, if changed, could (i) materially affect the Issuer's, the Shareholder Banks' and the 

Originators' businesses, the products and services they offer or the value of their assets and/or (ii) give rise to 

official sanctions, penalties or financial losses being incurred by the Issuer, the Shareholder Banks and/or the 

Originators as a result of failure to comply with any such laws and regulations so amended.  Further, the 

Issuer's, the Shareholder Banks' and the Originators' businesses could also be affected by competition and 

other factors. 

Servicing Risks 

The Mortgage Loans contributed by Originators to the Cover Pool are serviced by the relevant contributing 

Originator on behalf of the Issuer in accordance with the applicable Transfer and Servicing Agreement.  The 

insolvency of any Originator or any default by an Originator in the performance of its servicing obligations 

will require a new servicer to be appointed.  The transfer of the servicing function to a new servicer may 

result in delays and/or losses in collections under the Mortgage Loans. 
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Ownership 

The Issuer is a separate legal entity wholly owned by certain SpareBank 1 banks, whose identity and 

respective shareholdings may vary from time to time (the Shareholder Banks), and the Issuer is not itself a 

contractual part of the SpareBank 1 alliance.   

The ownership share is reviewed at least once a year in accordance with the Shareholders' Agreement to 

reflect each Shareholder Bank's share of the total volume of Mortgages Loans transferred by the Shareholder 

Banks.  

Accordingly, the identity and obligation of Shareholder Banks providing financial support pursuant to the 

Shareholders' Agreements (as described in "Description of the Shareholders' Agreement and the Shareholder 

Note Purchase Agreement" below) may change over time.  The credit rating of the Issuer is affected by the 

credit rating and participation of its Shareholder Banks.  In the event that (i) the credit rating of one or more 

rated Shareholder Banks is lowered, (ii) the rated Shareholder Banks significantly build down their portfolio 

of Mortgage Loans, or (iii) a rated Shareholder Bank or a group of Shareholder Banks holding a significant 

portfolio of Mortgage Loans choose to terminate its or their agreement with the Issuer or with the SpareBank 

1 alliance, the credit ratings of the Issuer and/or of any outstanding Notes may be adversely affected.  As at 

the date of this Base Prospectus, the Issuer has been assigned a long-term issuer default rating of "A-" by 

Fitch and a short-term issuer default rating of "F2" by Fitch. 

Other Regulatory Developments 

Regulatory initiatives may have an adverse impact on the regulatory treatment of the Covered Bonds 

In Europe, the U.S. and elsewhere, there is significant focus on fostering greater financial stability through 

increased regulation of financial institutions and their corresponding capital and liquidity positions.  This has 

resulted in a number of regulatory initiatives which are currently at various stages of implementation and 

which may have an impact on the regulatory position for certain investors in covered bond exposures and/or 

on the incentives for certain investors to hold covered bonds, and may thereby affect the liquidity of such 

securities.  Investors in the Notes and/or the VPS Notes are responsible for analysing their own regulatory 

position and none of the Issuer, the Guarantor, the Lead Managers or the Arranger makes any representation 

to any prospective investor or purchaser of the Notes and/or VPS Notes regarding the treatment of their 

investment on the date of purchase or at any time in the future. 

In particular, it should be noted that the Basel Committee on Banking Supervision (BCBS) has approved 

significant changes to the Basel regulatory capital and liquidity framework (such changes being commonly 

referred to as Basel III).  Basel III provides for a substantial strengthening of existing prudential rules, 

including new requirements intended to reinforce capital standards (with heightened requirements for global 

systemically important banks) and to establish a leverage ratio "backstop" for financial institutions and 

certain minimum liquidity standards (referred to as the Liquidity Coverage Ratio (LCR) and the Net Stable 

Funding Ratio (NSFR)).  BCBS member countries agreed to implement Basel III from 1 January 2013, 

subject to transitional and phase-in arrangements for certain requirements (e.g. the LCR requirements refer to 

implementation from the start of 2015, with full implementation by January 2019, and the NSFR 

requirements refer to implementation from January 2018).  As implementation of Basel III requires national 

legislation, the final rules and the timetable for its implementation in each jurisdiction, as well as the 

treatment of covered bonds (e.g. as LCR eligible assets or not), may be subject to some level of national 

variation.  It should also be noted that changes to regulatory capital requirements have been made for 

insurance and reinsurance undertakings through participating jurisdiction initiatives, such as the Solvency II 

framework for Europe. 

Currently, Norwegian covered bonds comply with the EU Capital Requirements Directive regulations and 

qualify for a 10 per cent. risk weighting in eligible European jurisdictions.  However, the Issuer cannot be 

certain as to how any of the regulatory developments described above will impact the treatment of the Notes.  

Prospective investors should therefore make themselves aware of the requirements described above (and any 

corresponding implementing rules of their regulator), where applicable to them, in addition to any other 
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applicable regulatory requirements with respect to their investment in the Notes and/or VPS Notes.  No 

predictions can be made as to the precise effects of such matters on any investor or otherwise.  See also 

"Management's Discussion and Analysis for the Issuer – Capital and Capital Adequacy" below. 

EU financial transaction tax 

On 14 February 2013, the European Commission issued proposals, including a draft Directive (the 

Commission's proposal) for a financial transaction tax (FTT) to be adopted in certain participating EU 

member states (including Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria, Portugal, 

Slovenia and Slovakia, although Estonia has since stated that it will not participate).  If the Commission's 

proposal was adopted, the FTT would be a tax primarily on "financial institutions" (which would include the 

Issuer) in relation to "financial transactions" (which would include the conclusion or modification of 

derivative contracts and the purchase and sale of financial instruments).  

Under the Commission's proposal, the FTT could apply in certain circumstances to persons both within and 

outside of the participating member states.  Generally, it would apply where at least one party is a financial 

institution and at least one party is established in a participating member state.  A financial institution may 

be, or be deemed to be, "established" in a participating member state in a broad range of circumstances, 

including (a) by transacting with a person established in a participating member state or (b) where the 

financial instrument which is subject to the financial transaction is issued in a participating member state.   

The FTT may give rise to tax liabilities for the Issuer with respect to certain transactions (including 

concluding swap transactions and/or purchases or sales of securities (such as authorised investments)) if it is 

adopted based on the Commission's proposal.  Any such tax liabilities may reduce amounts available to the 

Issuer to meet its obligations under the Notes and may result in investors receiving less interest or principal 

than expected.  To the extent that such liabilities may arise at a time when winding-up proceedings have 

been commenced in respect of the Issuer, such liabilities may be regarded as an expense of the liquidation 

and, as such, be payable out of the floating charge assets of the Issuer (and its general estate) in priority to 

the claims of Noteholders and other secured creditors.  It should also be noted that the FTT could be payable 

in relation to relevant transactions by investors in respect of the Notes (including secondary market 

transactions) if the conditions for a charge to arise are satisfied. 

However, the FTT proposal remains subject to negotiation between the participating member states.  It may 

therefore be altered prior to any implementation, the timing of which remains unclear.  Additional EU 

member states may decide to participate.   

Prospective holders of the Notes are advised to seek their own professional advice in relation to the FTT. 
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PRESENTATION OF CERTAIN FINANCIAL AND OTHER INFORMATION  

For details of the financial information incorporated by reference into this Base Prospectus, see "Documents 

Incorporated by Reference" below. 

For the convenience of investors, certain selected financial information has also been included in this Base 

Prospectus.  See "Description of the Issuer's Business" and "Overview of Financial Information of the 

Issuer".  This information is not complete and should be read together with the financial statements 

incorporated by reference into this Base Prospectus. 

An investment in the Notes involves a reliance on the creditworthiness of the Issuer only and not that of any 

other SpareBank 1 alliance (as defined below) entity or any other entities.  The Notes will not be obligations 

of, and will not be guaranteed by, the Shareholder Banks, the Originators, the Arranger, the Dealers, the 

Swap Providers, any company in the same group of companies as such entities or any other party to the 

transaction documents relating to the Programme.  No liability whatsoever in respect of any failure by the 

Issuer to pay any amount due under the Notes will be accepted by any of the Shareholder Banks, the 

Originators, the Arranger, the Dealers, the Swap Providers, any company in the same group of companies as 

such entities or any other party to the transaction documents relating to the Programme. 

All references in this document to U.S. dollars and U.S.$ and $ are to United States dollars, all references to 

NOK are to Norwegian kroner and all references to yen are to Japanese yen.  In addition, all references to 

Sterling and £ refer to pounds sterling and to euro and € refer to euro.  Unless otherwise noted, all 

translations of NOK amounts into U.S. dollars for the three months ended 31 March 2017 are at the rate of 

NOK 8.27 = U.S.$1.00, being the representative market rate prevailing in Oslo (the Representative Market 

Rate) on 31 March 2017, as reported by the Central Bank of Norway.  No representation is made that NOK 

or U.S. dollar amounts referred to herein have been, could have been or could be converted into U.S. dollars 

or NOK, as the case may be, at this rate, at any particular rate, or at all. 

Certain figures included in this Base Prospectus have been subject to rounding adjustments; accordingly, 

figures shown for the same category presented in different tables may vary slightly and figures shown as 

totals in certain tables may not be an arithmetic aggregation of the figures which precede them. 

In this Base Prospectus, references to "Norway" are to the Kingdom of Norway and references to the 

"Government" are to the Norwegian government. 

This Base Prospectus includes certain statistics and market share data.  The Issuer and the Shareholder Banks 

(as applicable) believe that the statistics and market share data included in this Base Prospectus are useful in 

helping you understand the markets in which they operate.  However, unless indicated otherwise, these 

figures are based on internal calculations and estimates of market data and have not been independently 

verified.  Accordingly, no assurances can be given that such internal calculations and estimates of market 

data are accurate, and investors should not place undue reliance on such data included in this Base 

Prospectus.  Where information has been sourced from a third party, the Issuer and the Shareholder Banks 

(as applicable) confirm that this information has been accurately reproduced and that, as far as the Issuer and 

the Shareholder Banks (as applicable) are aware and are able to ascertain from information published by that 

third party, no facts have been omitted which would render the reproduced information inaccurate or 

misleading. 

In making an investment decision, investors must rely on their own analysis of the Issuer, the Shareholder 

Banks and the terms of the Notes being offered, including the merits and risks involved.  The Notes have not 

been approved or disapproved by the SEC or any other securities commission or other regulatory authority in 

the United States, nor have the foregoing authorities approved this Base Prospectus or confirmed the 

accuracy or determined the adequacy of the information contained in this Base Prospectus.  Any 

representation to the contrary is unlawful. 
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None of the Arranger, the Dealers, the Shareholder Banks or the Issuer make any representation to any 

investor in the Notes regarding the legality of its investment under any applicable laws.  Any investor in the 

Notes should be able to bear the economic risk of an investment in the Notes for an indefinite period of time. 
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GENERAL DESCRIPTION OF THE PROGRAMME 

The following description does not purport to be complete and is taken from, and is qualified in its entirety 

by, the remainder of this Base Prospectus and, in relation to the terms and conditions of any particular 

Tranche of Notes, the applicable Final Terms.  Words and expressions defined in "Form of the Notes" and 

"Terms and Conditions of the Ordinary Notes" and "Terms and Conditions of the VPS Notes" shall have the 

same meanings in this section. 

This description constitutes a general description of the Programme for the purposes of Article 22.5(3) of 

Commission Regulation (EC) No. 809/2004 implementing the Prospectus Directive (the Prospectus 

Regulation). 

Issuer: SpareBank 1 Boligkreditt AS 

 The Issuer is a private limited liability company.  The Issuer was 

established on 18 August 2005 and registered in Norway on 

12 October 2005 with registration number 988 738 387. 

 The Issuer holds a licence from the Financial Supervisory 

Authority of Norway (Finanstilsynet) as a credit institution 

(Kredittforetak).  For a more detailed description of the Issuer, 

see "Capitalisation of the Issuer", "Overview of Financial 

Information of the Issuer", "Management's Discussion and 

Analysis for the Issuer", "Description of the Issuer's Business" 

and "Management of the Issuer" below.  

Guarantor: None. 

Obligations of the Shareholder Banks: Pursuant to the Shareholders' Agreement and the Shareholder 

Note Purchase Agreement (as defined in "Description of the 

Shareholders' Agreement and the Shareholder Note Purchase 

Agreement" below), each of the Category A Shareholders, the 

Category B Shareholders and the Category C Shareholders (each 

as defined below and, together, the Shareholder Banks) will be 

obliged to provide certain financial support to the Issuer in 

respect of the Issuer's obligations under the Notes.  The level of 

financial support provided to the Issuer by each Shareholder 

Bank will vary on a pro rata basis according to the percentage 

shareholding in the Issuer of that Shareholder Bank. 

 The percentage which each Shareholder Bank holds in the Issuer 

may vary from time to time depending on the volume of 

Mortgage Loans transferred by that Shareholder Bank to the 

Issuer.  Furthermore, additional banks may acquire shares in the 

Issuer and accede to the Shareholders' Agreement and the 

Shareholder Note Purchase Agreement.  The names of the 

current Shareholder Banks are set out below.  

 A Shareholder Bank may resign from the Shareholders' 

Agreement and the Shareholder Note Purchase Agreement or 

have its shareholder status terminated, in each case in 

accordance with the terms of the Shareholders' Agreement and 

the Shareholder Note Purchase Agreement. 

 For the avoidance of doubt, the obligations of the Shareholder 
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Banks under the Shareholders' Agreement and the Shareholder 

Note Purchase Agreement do not constitute a guarantee in 

respect of amounts due and payable under the Notes.  The Notes 

will be solely obligations of the Issuer and, in particular, will not 

be obligations of, and will not be guaranteed by, the Shareholder 

Banks, the Arranger, the Dealers or any other entity.  In the 

event of the Issuer defaulting on its obligations under the Notes, 

the Noteholders hold the benefit of priority of claim over the 

assets in the Cover Pool.  For further details of risks in relation 

to the Cover Pool, see "Risk Factors – Risks relating to the 

Cover Pool" below. 

 For further details of the Shareholders' Agreement and the 

Shareholder Note Purchase Agreement see "Description of the 

Shareholders' Agreement and the Shareholder Note Purchase 

Agreement" below. 

Category A Shareholders: SpareBank 1 Østlandet 

 SpareBank 1 SMN 

 SpareBank 1 SR-Bank ASA 

 SpareBank 1 Nord-Norge 

 SpareBank 1 BV 

 For a more detailed description of the Category A Shareholders, 

see "Business Description of the Category A Shareholders" 

below.  

Category B Shareholders: SpareBank 1 Østfold Akershus 

 Sparebanken Telemark 

 SpareBank 1 Ringerike Hadeland 

 For a more detailed description of the Category B Shareholders, 

see "Business Description of the Category B Shareholders" 

below. 

Category C Shareholders: SpareBank 1 Nordvest 

SpareBank 1 Modum 

 SpareBank 1 Søre Sunmøre 

 SpareBank 1 Hallingdal Valdres 

 SpareBank 1 Lom og Skjåk 

 SpareBank 1 Gudbrandsdal 

 For a more detailed description of the Category C Shareholders, 

see "Consolidated Business Description of the Category C 

Shareholders" below. 

Originators: The Shareholder Banks and certain other Norwegian banks 

which are party to a Transfer and Servicing Agreement with the 

Issuer from time to time.  As at the date of this Base Prospectus, 

all Originators are part of the SpareBank 1 alliance or owned by 

SpareBank 1 banks. 

Description: Global Medium Term Covered Note Programme 

Arranger: HSBC Bank plc 
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Dealers: Barclays Bank PLC 

 Barclays Capital Inc. 

 BNP Paribas 

 Citigroup Global Markets Inc. 

 Citigroup Global Markets Limited 

 Commerzbank Aktiengesellschaft 

 Credit Suisse Securities (Europe) Limited 

 Credit Suisse Securities (USA) LLC 

 Danske Bank A/S 

 Deutsche Bank Aktiengesellschaft 

 Deutsche Bank Securities Inc. 

 HSBC Bank plc 

 HSBC France 

 HSBC Securities (USA) Inc. 

 Landesbank Baden-Württemberg 

 Natixis 

 UniCredit Bank AG 

 and any other Dealers appointed in accordance with the 

Programme Agreement.  Notes may also be issued to third 

parties. 

Certain Restrictions: Each issue of Notes denominated in a currency in respect of 

which particular laws, guidelines, regulations, restrictions or 

reporting requirements apply will only be issued from time to 

time in circumstances which comply with such laws, guidelines, 

regulations, restrictions or reporting requirements (see 

"Subscription and Sale and Transfer and Selling Restrictions"), 

including the following restrictions applicable at the date of this 

Base Prospectus. 

Notes having a maturity of less than one 

year: 

Notes having a maturity of less than one year will, if the issue 

proceeds are accepted in the United Kingdom, constitute 

deposits for the purposes of the prohibition on accepting 

deposits contained in section 19 of the Financial Services and 

Markets Act 2000 (the FSMA) unless they are issued to a 

limited class of professional investors and have a denomination 

of at least £100,000 or its equivalent; see "Subscription and Sale 

and Transfer and Selling Restrictions". 

 Under the Luxembourg Law on Prospectuses for Securities 

which implements the Prospectus Directive, prospectuses for the 

listing of money market instruments having a maturity at issue 

of less than 12 months and complying also with the definition of 

securities are not subject to the approval provisions of Part II of 

such law. 

Registrar: Citigroup Global Markets Deutschland AG 

Principal Paying Agent and Paying 

Agent: 

Citibank, N.A., London Branch is the Principal Paying Agent. 

Banque Internationale à Luxembourg, société anonyme is a 

Paying Agent located in Luxembourg. 

Exchange Agent and Transfer Agent: Citibank, N.A. 
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Calculation Agent: Citibank, N.A. 

VPS Agent (in the case of VPS Notes): SpareBank 1 SR-Bank ASA 

VPS Trustee (in the case of VPS Notes): Nordic Trustee ASA 

Programme Size: Up to €25,000,000,000 (or its equivalent in other currencies 

calculated as described in the Programme Agreement) 

outstanding at any time.  The Issuer may increase the 

Programme limit in accordance with the terms of the Programme 

Agreement. 

Distribution: Notes may be distributed by way of private or public placement 

and in each case on a syndicated or non-syndicated basis. 

Currencies: Notes may be denominated in euro, Norwegian kroner, U.S. 

dollars, and, subject to any applicable legal or regulatory 

restrictions, any other currency agreed between the Issuer and 

the relevant Dealer. 

Redenomination: The applicable Final Terms may provide that certain Notes may 

be redenominated in euro.  The relevant provisions applicable to 

any such redenomination are contained in Condition 4(i) of the 

Ordinary Notes and Condition 4(f) of the VPS Notes. 

Maturities: The Notes will have such maturities as may be agreed between 

the Issuer and the relevant Dealer, subject to such minimum or 

maximum maturities as may be allowed or required from time to 

time by the relevant central bank (or equivalent body) or any 

laws or regulations applicable to the Issuer or the relevant 

Specified Currency.  

Issue Price: Notes may be issued on a fully-paid basis and at an issue price 

which is at par or at a discount to, or premium over, par.  The 

Issue Price will be specified in the applicable Final Terms. 

Form of Notes: The Notes may be issued in bearer form (in the case of Bearer 

Notes), registered form (in the case of Registered Notes) or 

uncertificated book-entry form (in the case of VPS Notes); as 

described in "Form of the Notes".  

 Each Registered Note will be deposited on or around the 

relevant Issue Date with a common depositary or common 

safekeeper, as the case may be for Euroclear and/or Clearstream, 

Luxembourg or a depositary for DTC and/or any other relevant 

clearing system. 

 Each Bearer Note will on issue be represented by a Temporary 

Global Note which will be exchangeable for a Permanent Global 

Note or, if so specified in the relevant Final Terms, for 

Definitive Notes. 

 Each Bearer Note (i) will either be issued in new global note 

form, as specified in the relevant Final Terms, and will be 

deposited on or around the relevant Issue Date with a common 
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safekeeper for the International Central Securities Depositaries 

or (ii) will not be issued in new global note form, as specified in 

the relevant Final Terms, and will be deposited on or around the 

relevant Issue Date with a common depositary for the 

International Central Securities Depositaries. 

 VPS Notes will not be evidenced by any physical note or 

document of title.  Entitlements to VPS Notes will be evidenced 

by crediting of VPS Notes to accounts with the VPS. 

 Registered Global Notes will be exchangeable for Registered 

Definitive Notes in the limited circumstances set out in the 

"Form of the Notes" below. 

 Bearer Global Notes will be exchangeable for Bearer Definitive 

Notes in the limited circumstances set out in the "Form of the 

Notes" below. 

Fixed Rate Notes: Fixed interest will be payable on such date or dates as may be 

agreed between the Issuer and the relevant Dealer and on 

redemption, and will be calculated on the basis of such Day 

Count Fraction as may be agreed between the Issuer and the 

relevant Dealer. 

Floating Rate Notes: Floating Rate Notes will bear interest at a rate determined in the 

manner specified in the applicable Final Terms. 

 The margin (if any) relating to such Floating Rate Notes will be 

agreed between the Issuer and the relevant Dealer for each 

Series of Floating Rate Notes (as indicated in the applicable 

Final Terms). 

Other provisions in relation to Floating 

Rate Notes: 

Floating Rate Notes may also have a maximum interest rate or a 

minimum interest rate or both. 

 Interest on Floating Rate Notes in respect of each Interest 

Period, as agreed prior to issue by the Issuer and the relevant 

Dealer, will be payable on such Interest Payment Dates, and will 

be calculated on the basis of such Day Count Fraction, as may 

be agreed between the Issuer and the relevant Dealer. 

Redemption: The relevant Maturity Dates and Extended Final Maturity Dates 

are indicated in the applicable Final Terms. 

 Notes having a maturity of less than one year may be subject to 

restrictions on their denomination and distribution, see "Certain 

Restrictions" and "Notes having a maturity of less than one 

year" above. 

Optional Redemption: Early redemption of the Notes will only be permitted to the 

extent specified in the applicable Final Terms and subject to 

applicable laws and regulations. 

Extendable Obligation: The applicable Final Terms may also provide that the Issuer's 

obligations to pay the Final Redemption Amount of the 

applicable Series of Notes on their Maturity Date shall be 
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deferred until the Extended Final Maturity Date (as defined 

under "Terms and Conditions of the Ordinary Notes" and 

"Terms and Conditions of the VPS Notes"), provided that any 

amount representing the amount due on the Maturity Date as set 

out in the applicable Final Terms (the Final Redemption 

Amount) due and remaining unpaid on the Maturity Date may 

be paid by the Issuer on any Interest Payment Date thereafter up 

to (and including) the relevant Extended Final Maturity Date.  

Such deferral will occur automatically if the Issuer fails to pay 

the Final Redemption Amount of the relevant Series of Notes on 

their Maturity Date.  Interest will continue to accrue on any 

unpaid amount and will be payable on each Interest Payment 

Date falling after the Maturity Date up to (and including) the 

Extended Final Maturity Date. 

For the avoidance of doubt, pursuant to Condition 4(h) of the 

Ordinary Note Conditions and Condition 4(e) of the VPS 

Conditions, to the extent the Issuer has sufficient monies 

available to make partial payment of the relevant Final 

Redemption Amount on the Maturity Date of the relevant Series 

of Notes, the Issuer is required to make such partial payment, 

and the automatic deferral described above will apply only to 

remaining unpaid amounts. Pursuant to the Shareholder Note 

Purchase Agreement (as described more fully in Description of 

the Shareholders’ Agreement and the Shareholder Note 

Purchase Agreement), the Issuer may issue Shareholder Notes 

for the purposes of funding any shortfall in funds available to 

pay any Final Redemption Amount. The proceeds of the 

issuance of any such Shareholder Notes would be applied on the 

relevant Maturity Date, reducing the unpaid amount to be 

deferred pursuant to the Ordinary Note Conditions and/or the 

VPS Conditions. 

Denomination of Notes: Notes will be issued in such denominations as may be agreed 

between the Issuer and the relevant Dealer save that the 

minimum denomination of each Note will be such as may be 

allowed or required from time to time by the relevant central 

bank (or equivalent body) or any laws or regulations applicable 

to the relevant Specified Currency (see "Certain Restrictions" 

and "Notes having a maturity of less than one year" above) and 

save that the minimum denomination of each Note admitted to 

trading on a regulated market within the European Economic 

Area or offered to the public in a Member State of the European 

Economic Area in circumstances which require the publication 

of a prospectus under the Prospectus Directive will be €100,000 

(or, if the Notes are denominated in a currency other than euro, 

the equivalent amount in such currency). 

Taxation: All payments in respect of the Notes will be made without 

deduction for or on account of withholding taxes imposed by the 

Kingdom of Norway.  In the event that any such withholding or 

deduction is required by law, the Issuer will pay additional 

amounts to cover the amounts so withheld or deducted unless 

the Notes are redeemed pursuant to Condition 5(c) of the Terms 

and Conditions of the Ordinary Notes and Condition 5(c) of the 

Terms and Conditions of the VPS Notes. 
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Status of the Notes: The Notes are covered bonds (obligasjoner med fortrinnsrett) 

issued on an unconditional and unsubordinated basis and in 

accordance with the Norwegian Act on Financial Undertakings 

and Financial Groups of 10 April 2015 No 17 (lov 10. april 2015 

nr. 17 om finansforetak og finanskonsern (finansforetaksloven)) 

(the Act) and the Regulations of 9 December 2016 no. 1502 on 

Financial Undertakings and Financial Groups (forskrift 9. 

Desember 2016 nr. 1502 om finansforetak og finanskonsern 

(finansforetaksforskriften)) (the Regulations).  The Notes and 

any other covered bonds issued by the Issuer under the Act (the 

Covered Bonds), together with the Issuer's obligations under the 

Swaps (as defined in the Ordinary Note Conditions) and any 

other derivative instruments entered into by the Issuer in 

connection with the Covered Bonds (the Covered Bond 

Swaps), have, according to the Act, an exclusive, equal and pro 

rata prioritised claim against a cover pool of certain registered 

eligible assets (the Cover Pool) upon public administration of 

the Issuer.  From time to time the Issuer may establish separate 

cover pools of assets to secure other securities issued by the 

Issuer.  The holders of the Notes issued under this Programme 

shall not have recourse to such cover pools. 

 See also "Overview of the Norwegian Legislation Regarding 

Covered Bonds (obligasjoner med fortrinnsrett)" below. 

 References in this Base Prospectus to Noteholders are to the 

Noteholders and the holders of any other securities issued by the 

Issuer in accordance with the Act. 

Activities: The Issuer will restrict its activities in accordance with 

Norwegian legislation and its licence. 

Overcollateralisation:  Pursuant to the terms of the Act, the Issuer is required to ensure 

that the prudent market value of the assets in a Cover Pool shall 

at all times exceed the value of the covered bonds with a 

preferential claim against the Cover Pool (derivative contracts 

taken into account) (Overcollateralisation). A higher level of 

Overcollateralisation may be set through regulations passed by 

the Ministry of Finance under the Act. Pursuant to the 

Regulations the Issuer is required to ensure a minimum 

Overcollateralisation in the Cover Pool of 2 per cent. at all 

times.  The Issuer has also contractually agreed to provide a 

minimum level of overcollateralisation in the Cover Pool as set 

out in Condition 2(b) of the Ordinary Notes and Condition 2(b) 

of the VPS Notes.  Such a level of contractually agreed 

overcollateralisation will be subject to change in accordance 

with any higher level imposed by applicable Norwegian 

legislation from time to time.  See further "Risk Factors – Risks 

relating to the Cover Pool – Overcollateralisation" above. 

Liquidity requirements: The Issuer has established a prudent liquidity reserve for the 

purpose of meeting its payment obligations in respect of interest 

and principal due and payable on the Notes issued by it from 

time to time in accordance with the requirements of the Act and 

Regulations.  See also "Overview of the Norwegian Legislation 
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Regarding Covered Bonds (obligasjoner med fortrinnsrett)" 

below. 

Listing, approval and admission to 

trading: 

Application has been made to the CSSF to approve this 

document as a base prospectus.  Application has also been made 

to the Luxembourg Stock Exchange for Ordinary Notes issued 

under the Programme to be admitted to trading on the 

Luxembourg Stock Exchange's regulated market and to be listed 

on the official list of the Luxembourg Stock Exchange.  Notes 

may be listed or admitted to trading, as the case may be, on other 

or further stock exchanges or markets agreed between the Issuer 

and the relevant Dealers in relation to a Series of Notes. 

 Notes may also be issued which are neither listed nor admitted 

to trading on any market. 

 The applicable Final Terms will state whether or not the relevant 

Notes are to be Bearer Notes, Registered Notes or VPS Notes 

and whether such Notes are to be listed and/or admitted to 

trading and, if so, on which stock exchanges and/or markets. 

Ratings: The rating of the Notes to be issued under the Programme will 

be specified in the applicable Final Terms.  

 A rating is not a recommendation to buy, sell or hold securities 

and may be subject to suspension, reduction or withdrawal at 

any time by the assigning rating agency. 

 The credit ratings included or referred to in this Base Prospectus 

will be treated for the purposes of the CRA Regulation as having 

been issued by Fitch and Moody's.  As of the date of this Base 

Prospectus, each of Fitch and Moody's is a credit rating agency 

established in the European Union and is registered under the 

CRA Regulation. 

Governing Law: The Ordinary Notes and any non-contractual obligations arising 

out of or in connection with the Ordinary Notes will be governed 

by and shall be construed in accordance with English law, save 

as to Condition 2(a) of such Notes which will be governed by 

and construed in accordance with Norwegian law. 

 VPS Notes and any non-contractual obligations arising out of or 

in connection with the VPS Notes will be governed by and shall 

be construed in accordance with English law, save as to 

Conditions 2(a), 8, 9, 10 and 11 of the VPS Conditions which 

will be governed by and construed in accordance with 

Norwegian law.  

 VPS Notes must comply with the Norwegian Act on 

Registration of Financial Instruments of 5 July 2002 No. 64 (as 

amended from time to time) and the holders of VPS Notes will 

be entitled to the rights and subject to the obligations and 

liabilities which arise under this Act and any related regulations 

and liabilities.   

Clearing Systems: Euroclear, Clearstream, Luxembourg and/or DTC and/or the 
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VPS and/or any other clearing system as may be specified in the 

relevant Final Terms, other than in relation to VPS Notes, which 

are cleared through the VPS.   

Delivery: The Notes may be settled on a delivery against payment basis or 

a delivery free of payment basis, as specified in the applicable 

Final Terms. 

Selling Restrictions: There are restrictions on the offer, sale and transfer of the Notes 

in the United States, the European Economic Area (including the 

United Kingdom, Germany and Norway) and Japan and such 

other restrictions as may be required in connection with the 

offering and sale of a particular Tranche of Notes; see 

"Subscription and Sale and Transfer and Selling Restrictions". 

United States Selling Restrictions: The Notes have not been and will not be registered under the 

United States Securities Act of 1933, as amended, (the 

Securities Act) or any state securities laws.  As set out in the 

applicable Final Terms, the Notes are being offered and sold (i) 

in reliance on Rule 144A under the Securities Act (Rule 144A), 

in each case to "qualified institutional buyers" (as defined in 

Rule 144A) (QIBs), and/or (ii) in accordance with Regulation S 

under the Securities Act (Regulation S) to non-U.S. persons in 

offshore transactions.   

 Bearer Notes will be issued in compliance with U.S. Treasury 

Regulation §1.163-5(c)(2)(i)(D) (or any successor U.S. Treasury 

regulation section, including, without limitation, successor 

regulations issued in accordance with IRS Notice 2012-20 or 

otherwise in connection with the United States Hiring Incentives 

to Restore Employment Act of 2010) (the D Rules) or 1.163-

5(c)(2)(i)(C) (or any successor U.S. Treasury regulation section, 

including, without limitation, successor regulations issued in 

accordance with IRS Notice 2012-20 or otherwise in connection 

with the United States Hiring Incentives to Restore Employment 

Act of 2010) (the C Rules), unless the Bearer Notes are issued 

in circumstances in which the Bearer Notes will not constitute 

"registration required obligations" for U.S. federal income tax 

purposes, which circumstances will be referred to in the relevant 

Final Terms as a transaction to which TEFRA is not applicable. 

Risk Factors:  There are certain factors that may affect the Issuer's ability to 

fulfil its obligations under Notes issued under the Programme.  

These are set out under "Risk Factors" above and include risks 

relating to the Norwegian mortgage market.   
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FORWARD-LOOKING STATEMENTS 

This Base Prospectus includes forward-looking statements.  Examples of such forward-looking statements 

include, but are not limited to: (i) projections or expectations of net interest income, total income, profit, 

earnings per share, capital expenditures, dividends, capital structure or other financial items or ratios; (ii) 

statements of any plans, objectives or goals or those of management for future operations, including those 

related to products or services; (iii) statements of future economic performance, including in particular any 

such statements included under the section entitled "Management's Discussion and Analysis for the Issuer"; 

and (iv) statements of assumptions underlying such statements, including assumptions relating to general 

economic conditions in Norway, in Europe and worldwide.  Words such as "believes", "anticipates", 

"expects", "intends", "aims", and "plans" and similar expressions are intended to identify forward-looking 

statements but are not the exclusive means of identifying such statements. 

Any forward-looking statements herein have been based on current expectations and projections about 

uncertain future events.  Forward-looking statements are subject to risks, uncertainties and assumptions 

about the Issuer.  Although it is believed that the plans, objectives, expectations, estimates and intentions 

expressed in such forward-looking statements are reasonable, investors should bear in mind that a number of 

important factors could cause actual results to differ materially from the plans, objectives, expectations, 

estimates and intentions expressed in such forward-looking statements, including assumptions relating to 

general economic conditions in Norway, in Europe and worldwide.  These factors include those set out in the 

section of this Base Prospectus entitled "Risk Factors" and risks the Issuer currently is not aware of, as well 

as more generally: 

● the ability to assess and manage credit risks; 

● inflation, interest rates, exchange rates, and market and monetary fluctuations; 

● changes in consumer spending, saving and borrowing habits in Norway and in other regions in which the 

Issuer operates; 

● changes in the banking and financial markets in Norway; 

● the prices and volumes in the debt and equity markets in Norway; 

● liquidity risks and access to financial markets; 

● the effects of changes in taxation or accounting standards or practices; 

● the effects of, and changes in, laws, regulations and government policy; and 

● the success at managing the risks of the foregoing. 

It should be noted that the foregoing list of important factors is not exhaustive.  Investors and others should 

carefully consider the foregoing factors and other uncertainties and events when making an investment 

decision based on any forward-looking statement.  In light of these risks, uncertainties and assumptions, the 

forward-looking events discussed in this Base Prospectus may not occur. 
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AVAILABLE INFORMATION 

To permit compliance with Rule 144A in connection with resales of the Notes, so long as the Notes are 

"restricted securities" within the meaning of Rule 144(a)(3) of the Securities Act, the Issuer will promptly 

furnish, upon request of a holder of a Note, to such holder and a prospective purchaser designated by such 

holder the information required to be delivered under Rule 144A(d)(4) if, at the time of such request, the 

Issuer is neither a reporting company under Section 13 or 15(d) of the United States Securities Exchange Act 

of 1934, as amended, nor exempt from reporting pursuant to Rule 12g3-2(b). 
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ENFORCEABILITY OF JUDGMENTS 

The Issuer and the Shareholder Banks are companies incorporated with limited liability in the Kingdom of 

Norway.  Most of their assets are located outside the United States.  In addition, all of their officers and 

directors reside outside the United States and most of the assets of these persons are located outside the 

United States.  As a result, it may not be possible for investors to effect service of process within the United 

States upon the Issuer and/or the Shareholder Banks or such persons or to enforce against any of them 

judgments obtained in United States courts, including judgments predicated upon the civil liability 

provisions of the securities laws of the United States or any State or territory within the United States.  In 

addition, there is doubt as to the enforceability, in Norway, of original actions or actions for enforcement 

based on the federal securities laws of the United States or judgments of U.S. courts, including judgments 

based on the civil liability provisions of the U.S. federal securities law.  Given the absence of an applicable 

treaty between the United States and Norway, a judgment rendered by a court in the United States will not be 

enforced by Norwegian courts.  In order to obtain a judgment which is enforceable in Norway, the claim 

must be relitigated before a competent Norwegian court. 
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STABILISATION 

In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any) named as the Stabilising 

Manager(s) (or persons acting on behalf of any Stabilising Manager(s)) in the applicable Final Terms may 

over-allot Notes or effect transactions with a view to supporting the market price of the Notes at a higher 

level than that which might otherwise prevail.  However stabilisation may not necessarily occur.  Any 

stabilisation action may begin on or after the date on which adequate public disclosure of the terms of the 

offer of the relevant Tranche of Notes is made and, if begun, may cease at any time, but it must end no later 

than the earlier of 30 days after the issue date of the relevant Tranche of Notes and 60 days after the date of 

the allotment of the relevant Tranche of Notes.  Any stabilisation action or over-allotment must be conducted 

by the relevant Stabilising Manager(s) (or person(s) acting on behalf of any Stabilising Manager(s)) in 

accordance with all applicable laws or rules. 
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DOCUMENTS INCORPORATED BY REFERENCE 

The following documents have been filed with the CSSF and shall be incorporated by reference in, and form 

part of, this Base Prospectus: 

● The section "Terms and Conditions of the Ordinary Notes" from the following base prospectuses 

relating to the Programme shall be deemed to be incorporated by reference in, and to form part of, 

this Base Prospectus: 

(a) Base Prospectus dated 14 August 2008 (pages 46-73 inclusive); 

(b) Base Prospectus dated 27 August 2009 (pages 47-74 inclusive); 

(c) Base Prospectus dated 18 October 2010 (pages 149-173 inclusive); 

(d) Base Prospectus dated 23 May 2011 (pages 172-198 inclusive); 

(e) Base Prospectus dated 26 June 2012 (pages 157-183 inclusive); 

(f) Base Prospectus dated 16 April 2013 (pages 158-184 inclusive);  

(g) Base Prospectus dated 15 April 2014 (pages 161-188 inclusive);  

(h) Base Prospectus dated 23 April 2015 (pages 166-193 inclusive); and 

(i) Base Prospectus dated 10 June 2016 (pages 163-190 inclusive). 

● The section "Terms and Conditions of the VPS Notes" from the following base prospectuses relating 

to the Programme shall be deemed to be incorporated by reference in, and to form part of, this Base 

Prospectus: 

(a) Base Prospectus dated 30 August 2007 (pages 64-81 inclusive); 

(b) Base Prospectus dated 14 August 2008 (pages 74-94 inclusive); 

(c) Base Prospectus dated 27 August 2009 (pages 75-95 inclusive); 

(d) Base Prospectus dated 18 October 2010 (pages 174-191 inclusive); 

(e) Base Prospectus dated 23 May 2011 (pages 199-218 inclusive); 

(f) Base Prospectus dated 26 June 2012 (pages 184-203 inclusive);  

(g) Base Prospectus dated 16 April 2013 (pages 185-204 inclusive);  

(h) Base Prospectus dated 15 April 2014 (pages 189-209 inclusive);  

(i) Base Prospectus dated 23 April 2015 (pages 194-214 inclusive); and 

(j) Base Prospectus dated 10 June 2016 (pages 191-212 inclusive). 

● The unaudited quarterly financial statements for the Issuer for the three months ended 31 March 

2017 and approved by the Board of Directors on 2 May 2017, set out in SpareBank 1 Boligkreditt 

AS – quarterly report (the 2017 First Quarterly Report), including the information set out at the 

following pages: 
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Income Statement ............................................................  Page 10 

Balance Sheet ...................................................................  Page 11 

Statement of Changes in Equity .....................................  Page 12 

Cash Flow Statement ......................................................  Page 13 

Notes to the Accounts ......................................................  Pages 16-30 

● The audited annual financial statements for the Issuer for the year ended 31 December 2016 and 

approved by the Board of Directors on 1 February 2017, set out in SpareBank 1 Boligkreditt AS – 

2016 Annual Report (the 2016 Annual Report), including the information set out at the 

following pages: 

Income Statement ............................................................  Page 20 

Balance Sheet ...................................................................  Page 21 

Statement of Changes in Equity .....................................  Page 22 

Cash Flow Statement .......................................................  Page 23 

Auditor's Report ..............................................................  Pages 26-31 

Notes to the Accounts ......................................................  Pages 39-77 

It should also be noted that the 2016 Annual Report has been produced in Norwegian, with an 

English translation.  Only the English translation of the 2016 Auditor's Report (and not the original 

Norwegian 2016 Auditor’s Report), set out on pages 26 to 31 of the 2016 Annual Report, is 

incorporated by reference in, and to form part of, this Base Prospectus.  Accordingly, the Norwegian 

language version of the Auditor's Report is not relevant for the investor. 

● The audited annual financial statements for the Issuer for the year ended 31 December 2015 and 

approved by the Board of Directors on 1 March 2016, set out in SpareBank 1 Boligkreditt AS – 

2015 Annual Report (the 2015 Annual Report), including the information set out at the 

following pages: 

Income Statement ............................................................  Page 18 

Balance Sheet ...................................................................  Page 19 

Statement of Changes in Equity .....................................  Page 20 

Cash Flow Statement .......................................................  Page 21 

Auditor's Report ..............................................................  Pages 24-25 

Notes to the Accounts ......................................................  Pages 41-77 

It should also be noted that the 2015 Annual Report has been produced in Norwegian, with an 

English translation.  Only the English translation of the 2015 Auditor's Report (and not the original 

Norwegian 2015 Auditor’s Report), set out on pages 24 to 25 of the 2015 Annual Report, is 

incorporated by reference in, and to form part of, this Base Prospectus.  Accordingly, the Norwegian 

language version of the Auditor's Report is not relevant for the investor. 



 

 
0013726-0003830 ICM:27128339.10 41  
 

● The audited annual financial statements for the Issuer for the year ended 31 December 2014 and 

approved by the Board of Directors on 12 February 2015, set out in SpareBank 1 Boligkreditt AS 

– 2014 Annual Report (the 2014 Annual Report), including the information set out at the 

following pages: 

Income Statement ............................................................  Page 17 

Balance Sheet ...................................................................  Page 18 

Statement of Changes in Equity .....................................  Page 19 

Cash Flow Statement .......................................................  Page 20 

Notes to the Accounts ......................................................  Pages 33-74 

Auditor's Report ..............................................................  Pages 23-24 

It should also be noted that the 2014 Annual Report has been produced in Norwegian, with an 

English translation.  Only the English translation of the 2014 Auditor's Report (and not the original 

Norwegian 2014 Auditor’s Report), set out on pages 23 to 24 of the 2014 Annual Report, is 

incorporated by reference in, and to form part of, this Base Prospectus.  Accordingly, the Norwegian 

language version of the Auditor's Report is not relevant for the investor. 

Copies of each of the audited financial statements for the Issuer referred to above can be found at 

www.spabol.no.  Copies of the quarterly investor reports published by the Issuer (the Investor Report) can 

be found at www.spabol.no.  The Issuer's website and the contents thereof do not form part of this Base 

Prospectus. 

Following the publication of this Base Prospectus a supplement may be prepared by the Issuer and approved 

by the CSSF in accordance with Article 16 of the Prospectus Directive.  Statements contained in any such 

supplement (or contained in any document incorporated by reference therein) shall, to the extent applicable 

(whether expressly, by implication or otherwise), be deemed to modify or supersede statements contained in 

this Base Prospectus or in a document which is incorporated by reference in this Base Prospectus.  Any 

statement so modified or superseded shall not, except as so modified or superseded, constitute a part of this 

Base Prospectus. 

Copies of documents incorporated by reference in this Base Prospectus can be obtained from the registered 

office of the Issuer, from the specified office of the Paying Agents for the time being in London and in 

Luxembourg, and such documents will be published on the website of the Luxembourg Stock Exchange 

(www.bourse.lu).  The information incorporated by reference that is not included in the cross-reference list, 

is considered as additional information and is not required by the relevant provisions of the Prospectus 

Directive. 

The Issuer will, in the event of any significant new factor, material mistake or inaccuracy relating to 

information included in this Base Prospectus which is capable of affecting the assessment of any Notes 

(including any such new factor, material mistake or inaccuracy relating to information in respect of the 

Shareholder Banks), prepare a supplement to this Base Prospectus or publish a new prospectus for use in 

connection with any subsequent issue of Notes. 

http://www.spabol.no/
http://www.spabol.no/
http://www.bourse.lu/
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DIAGRAMMATIC OVERVIEW AND DESCRIPTION OF THE PROGRAMME 

The information in this section is an overview of the structure relating to the Programme and does not 

purport to be complete.  This overview must be read as an introduction to this Base Prospectus and any 

decision to invest in any Notes should be based on a consideration of this Base Prospectus as a whole, 

including the documents incorporated by reference.  Following the implementation of the relevant provisions 

of the Prospectus Directive in each Member State of the European Economic Area no civil liability will 

attach to either Responsible Person in such Member State solely on the basis of this overview, including any 

translation hereof, unless it is misleading, inaccurate or inconsistent when read together with the other parts 

of this Base Prospectus.   Where a claim relating to information contained in this Base Prospectus is brought 

before a court in a Member State of the European Economic Area, the claimant may, under the national 

legislation of the Member State where the claim is brought, be required to bear the costs of translating the 

Base Prospectus before the legal proceedings are initiated.  

The information is taken from, and is qualified in its entirety by, the remainder of this Base Prospectus.  

Words and expressions defined elsewhere in this Base Prospectus shall have the same meanings in this 

overview.  An index of certain defined terms used in this document is contained at the end of this Base 

Prospectus.  

 

Structure Overview 

● Programme: Under the terms of the Programme, the Issuer will issue Notes to the Noteholders on 

each Issue Date.  The Notes will be unconditional and unsubordinated obligations of the Issuer and 

rank pari passu with all other outstanding unsubordinated obligations of the Issuer that have been 

provided equivalent priority of claim to the Cover Pool as covered bonds (obligasjoner med 

fortrinnsrett) issued in accordance with the terms of the Act and the Regulations (both as defined 

below).  The Notes may be issued as Ordinary Notes or VPS Notes and the Ordinary Note 

Conditions and the VPS Conditions shall apply respectively to such Notes. 

● Cover Pool: The Cover Pool consists of mortgages secured on residential property located in 

Norway and substitute assets which mainly consist of Norwegian government T-Bills, government 

bonds and/or covered bonds from the Nordic countries and Germany.  The substitute assets are held 

for liquidity management purposes and may also include other highly rated debt securities. 
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● Origination and Transfer of Mortgage Loans: Mortgage Loans are originated by individual banks 

(the Originators), largely from products developed by and common to the banks in the SpareBank 1 

alliance.  Each Originator has entered into a Transfer and Servicing Agreement with the Issuer under 

the terms of which the relevant bank, from time to time, sells and transfers certain selected 

mortgages to the Issuer.  The Issuer selects the mortgages it wishes to buy based on its own credit 

policy and pursuant to the requirements of the Norwegian covered bond legislation.  Each Originator 

continues to service the mortgages transferred by it on behalf of the Issuer.  In consideration of the 

sale and servicing of the mortgages, each bank receives the initial purchase price (equal to the 

principal amount outstanding on the mortgages) and also a commission equal to the interest and fees 

received from customers in respect of the mortgages transferred to the Issuer by that bank less the 

Issuer's funding costs and operating expenses.  

● Maintenance or Increase of Transferred Loan Volumes: Under the terms of each Transfer and 

Servicing Agreement, each Originator is expected (but not required) to maintain the original level of 

the mortgages transferred by that Originator by transferring further mortgages to the Issuer from 

time to time.  Similarly, if it is deemed necessary by the Issuer that the levels of mortgages in the 

Cover Pool should be increased, the Originators may be requested to transfer such additional 

mortgages to the Issuer as notified by the Issuer.  If an Originator is unable or refuses to transfer 

mortgages to the Issuer, then the remaining Originators may be requested to transfer additional 

mortgages to the Issuer as notified by the Issuer. 

● Funding from Originators to the Issuer: An Originator may, at the time of transfer of further loans to 

the Cover Pool pursuant to its Transfer and Servicing Agreement, be required to provide senior 

unsecured lending deemed necessary to fund any over collateralisation to obtain the desired rating 

for the Issuer. 

● Priority of Claims: By virtue of the priority established by the Act, in the event of the Issuer being 

placed under public administration or being liquidated, payments due to the holders of the Notes will 

be stopped if the income from the Cover Pool can no longer provide timely payments on the Notes, 

or there is a significant risk that the income from the Cover Pool will not be able to provide timely 

payments on the Notes in the future.  When such payments are stopped, the holders of the Notes and 

the relevant Swap Providers will have an exclusive, pari passu and pro rata prioritised claim over the 

Cover Pool.  The prioritised claims will rank ahead of all other claims against the Issuer, save for 

claims relating to the fees and expenses of a public administration board. 

● Overcollateralisation: Pursuant to the terms of the Act, the Issuer is required to ensure that the 

prudent market value of the assets in a Cover Pool shall at all times exceed the value of the covered 

bonds with a preferential claim against the Cover Pool (derivative contracts taken into account) 

(Overcollateralisation). A higher level of Overcollateralisation may be set through regulations 

passed by the Ministry of Finance under the Act.  Pursuant to the Regulations the Issuer is required 

to ensure a minimum Overcollateralisation in the Cover Pool of 2 per cent. at all times.  The Issuer 

has also contractually agreed to provide a minimum level of overcollateralisation in the Cover Pool 

as set out in Condition 2(b) of the Ordinary Notes and Condition 2(b) of the VPS Notes (breach of 

which will have limited consequences for the Issuer).  Such a level of contractually agreed 

overcollateralisation will be subject to change in accordance with any higher level imposed by 

applicable Norwegian legislation from time to time.  See further "Risk Factors – Risks relating to the 

Cover Pool – Overcollateralisation" above. 

● Covered Bond Swaps: The Issuer may, from time to time, enter into derivatives transactions with 

various swap providers to hedge the following risks: 

(a) Currency risk: The Issuer will enter into Currency Swaps from time to time with Currency 

Swap Providers by executing ISDA Master Agreement(s) (including schedules, 

confirmations and, in each case, a credit support annex) in order to hedge currency risks 

arising between (a) Notes issued in currencies other than NOK and (b) assets forming part of 

the Cover Pool but denominated in NOK; and/or 
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(b) Interest rate risk: The Issuer may also, from time to time, enter into additional interest rate 

swaps with Interest Rate Swap Providers by executing an ISDA Master Agreement 

(including schedules, confirmations and, in each case, a credit support annex), in order to 

hedge the Issuer's interest rate risks in NOK and/or other currencies to the extent that these 

have not already been hedged by the Currency Swap. 
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OWNERSHIP STRUCTURE OF THE ISSUER 

 

 

 

● Ownership: The Issuer is a separate legal entity wholly owned by the Shareholder Banks whose 

identity and respective shareholdings may vary from time to time.  The Shareholder Banks form part 

of the SpareBank 1 alliance.  For the purpose of this Base Prospectus only, the current Shareholder 

Banks have been divided into the Category A Shareholders, the Category B Shareholders and the 

Category C Shareholders.  The Issuer is not itself part of the SpareBank 1 alliance.  For further 

information in relation the SpareBank 1 alliance, see "Information Relating to the SpareBank 1 

alliance" below. 

● Category A Shareholders: The Category A Shareholders are those Shareholder Banks whose 

shareholding exceeds 10 per cent. or would exceed 10 per cent. if it were required to contribute Tier 

1 capital up to the maximum amount required by the Shareholders' Agreement.  As at the date of this 

Base Prospectus, the Category A Shareholders are SpareBank 1 Østlandet, SpareBank 1 SMN, 

SpareBank 1 SR-Bank ASA, SpareBank 1 Nord-Norge, and SpareBank 1 BV. 

● Category B Shareholders: The Category B Shareholders are those Shareholder Banks whose 

shareholding is between 5 per cent. and 10 per cent. or would be between 5 per cent. and 10 per cent. 

if it were required to contribute Tier 1 capital up to the maximum amount required by the 

Shareholders' Agreement.  As at the date of this Base Prospectus, the Category B Shareholders are 

SpareBank 1 Østfold Akershus, Sparebanken Telemark and SpareBank 1 Ringerike Hadeland.  

● Category C Shareholders: The Category C Shareholders are those Shareholder Banks whose 

shareholding does not exceed 5 per cent. and would not exceed 5 per cent. if it were required to 

contribute Tier 1 capital up to the maximum amount required by the Shareholders' Agreement.  As at 

the date of this Base Prospectus, the Category C Shareholders are SpareBank 1 Nordvest, SpareBank 

1 Søre Sunmøre, SpareBank 1 Hallingdal Valdres, SpareBank 1 Lom og Skjåk, SpareBank 1 

Modum and SpareBank 1 Gudbrandsdal. 

● Change in Ownership: The ownership share in the Issuer is reviewed at least once a year to reflect 

each Shareholder Bank's share of the total volume of Mortgage Loans transferred by the Shareholder 

Banks. 
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OBLIGATIONS OF THE SHAREHOLDER BANKS 

 

 

● Obligations of the Shareholder Banks: The Shareholders' Agreement and the Shareholder Note 

Purchase Agreement requires each Shareholder Bank to provide the following financial support to 

the Issuer: 

(a) Shareholders' Agreement: The Shareholder Banks are obliged to ensure that at all times the 

Issuer shall maintain a minimum Tier 1 capital ratio of 9 per cent.  The board of directors of 

the Issuer have proposed to increase this amount to 11 per cent.  Such a change will require 

approval from the Shareholder Banks, which has not yet been officially requested, though 

this is expected to take place in Q2 to Q3 2017.  The obligation of the Shareholder Banks to 

contribute towards the Tier 1 capital where required is several and not joint and is limited on 

a pro rata basis according to the percentage each Shareholder Bank holds in the Issuer.  

Where a Shareholder Bank fails to contribute the Tier 1 capital required of it following a 

request from the Issuer, then the other Shareholder Banks will (subject to the cap on liability 

described in the following sentence) be jointly and severally liable to contribute such further 

additional capital as is required to ensure that the Issuer has at least a 9 per cent.  Tier 1 

capital ratio.  The obligation of the other Shareholder Banks to pay additional capital shall 

be limited to an amount equivalent to twice the initial obligation of each Shareholder Bank; 

and 

(b) Shareholder Note Purchase Agreement: In order to meet any maturity payments due on the 

Notes and/or any related Swap in any rolling 12 month period, the Issuer may from time to 

time issue certain Shareholder Notes (being VPS Notes) and the Shareholder Banks agree to 

subscribe for such Shareholder Notes.  The obligation of each Shareholder Bank to subscribe 

for Shareholder Notes is several and is limited on a pro rata basis according to the 

percentage shareholding in the Issuer of each Shareholder Bank, after taking into account the 

liquidity position of the Issuer and after deducting the aggregate amount of all Shareholder 

Notes in issue and not previously redeemed or repaid by the Issuer.  In the event that a 

Shareholder Bank fails to purchase its share of Shareholder Notes, the remaining 

Shareholder Banks shall purchase such Shareholder Notes on a pro rata basis, provided that, 
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no Shareholder Bank will be obliged to purchase such Shareholder Notes in an amount 

greater than twice their initial purchase obligation.  Shareholder Banks are able to utilise 

such Shareholder Notes as collateral for funding from the Norwegian Central Bank. 

● Further Information: For a more detailed description of the transactions summarised above relating 

to the Notes see, among other relevant sections of this Base Prospectus, "General Description of the 

Programme", "Information Relating to the SpareBank 1 alliance", "Description of the Issuer's 

Business", "Description of the Shareholders' Agreement and the Shareholder Note Purchase 

Agreement", "Overview of the Norwegian Legislation Regarding Covered Bonds (obligasjoner med 

fortrinnsrett)", "Terms and Conditions of the Ordinary Notes", "Terms and Conditions of the VPS 

Notes" and "Overview of the Swap Agreements" below. 
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USE OF PROCEEDS 

The net proceeds from each issue of Notes will be applied by the Issuer for its general corporate purposes. 
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EXCHANGE RATES 

The following table sets out, for the period and dates indicated, certain information concerning the exchange 

rate for Norwegian kroner per U.S. dollar.  

 

 Period-end Average
(1)

 High
(2)

 Low
(2)

 

2014 ................................................................................  7.43 6.30 7.61 5.86 

2015 ................................................................................  8.81 8.07 8.81 7.36 

2016 ................................................................................  8.62 8.40 8.96 7.98 

January 2017 .................................................................  8.26 8.48 8.67 8.26 

February 2017 ...............................................................  8.37 8.33 8.39 8.20 

March 2017 ....................................................................  8.58 8.51 8.62 8.41 

April 2017 ......................................................................  8.53 8.58  8.64 8.52 

May 2017 .......................................................................  8.41 8.52 8.68 8.34 

June 2017 (on 1 June 2017) 8.46 N/A N/A N/A 

 ___________  

Notes: 

(1) The average exchange rate for each period is the average of the last quoted rate for each day during the period. 

(2) The high and low exchange rate for each period shows the highest and lowest quoted rate at the end of each day during the 

period. 

Source: Central Bank of Norway 

No representation is made that Norwegian kroner amounts have been, could have been or can be converted 

into U.S. dollars at any of the exchange rates herein indicated or any other rate. 
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INFORMATION RELATING TO THE SPAREBANK 1 ALLIANCE  

Overview 

The SpareBank 1 alliance (SpareBank 1 alliance) is a Norwegian bank and banking product collaboration 

in which the SpareBank 1 banks listed below (see "SpareBank 1 alliance structure") in Norway co-operate to 

a large extent through the jointly owned holding company SpareBank 1 Gruppen AS and the banking co-

operation entity SpareBank 1 Banksamarbeidet DA. The SpareBank 1 alliance also comprises several jointly 

owned entities including SpareBank 1 Boligkreditt AS (retail mortgage covered bonds), SpareBank 1 

Næringskreditt AS (commercial covered bonds), SpareBank 1 Kredittkort AS (credit cards), BN Bank ASA 

(a jointly owned bank) and other minor enitities, all of which are owned directly or indirectly by the 

Shareholder Banks. 

The SpareBank 1 alliance's main goal is to ensure each individual bank's independence and regional foothold 

through strong competitiveness, profitability and financial soundness.  To achieve this, the banks collaborate 

in key areas such as risk management, branding, streamlining of work processes, expertise development, IT 

operations and system development.  SpareBank 1 brand awareness has increased during the alliance years, 

and the SpareBank 1 brand is now among the most familiar financial brands in Norway. 

The aim of the members of the SpareBank 1 alliance is to increase their efficiency as compared to 

competitors through, among other things, economies of scale, a mutual increase in critical core competencies 

and shared development investments.  Each individual bank will continue to maintain its link with its local 

community by keeping its own name and legal identity and taking advantage of its proximity to the local 

market in which it operates. 

The SpareBank 1 alliance consisted of 15 stakeholders as at 31 December 2016 (reduced to 14 stakeholders 

from 1 April 2017 as a result of the merger between two stakeholders), including regional and local banks 

with branches all over Norway.  The SpareBank 1 alliance's total assets amounted to around NOK 1,025 

billion, according to internal figures. 

The SpareBank 1 alliance is one of the largest providers of financial products and services in the Norwegian 

market (source: Finance Norway - "Finansnæringen og Samfunn 2016").  SpareBank 1 Gruppen AS owns 

companies that provide property and casualty insurance, life insurance, fund management and other financial 

products and services to SpareBank 1 banks and their customers, as well as to members of the Norwegian 

Federation of Trade Unions.  Accordingly, the distribution of these products mainly takes place through the 

SpareBank 1 banks and through agreements with the Norwegian Federation of Trade Unions and its 

affiliated unions.   

As of 1 April 2017, SpareBank 1 Gruppen AS was owned by SpareBank 1 Østlandet (12.4 per cent.), 

SpareBank 1 Nord-Norge (19.5 per cent.), SpareBank 1 SMN (19.5 per cent.), SpareBank 1 SR-Bank ASA 

(19.5 per cent.), Samarbeidende Sparebanker AS (Co-operating Savings Banks) (19.5 per cent.)  and the 

Norwegian Federation of Trade Unions (LO)/affiliated unions (9.6 per cent.). 

History 

Established in November 1995 and licensed on 4 June 1996, the SpareBank 1 alliance was launched both as 

an alliance and as a brand name on 11 November 1996.   

SpareBank 1 alliance structure 

SpareBank 1 Gruppen AS and SpareBank 1 Banksamarbeidet DA coordinate the SpareBank 1 alliance.  

SpareBank 1 Gruppen is a holding company for non-bank related activities (property and casualty insurance, 

life insurance, fund management etc), whereas SpareBank 1 Banksamarbeidet organises the alliance’s 

banking co-operation activities, including common IT infrastructure, purchasing, strategic joint projects and 
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branding, and also owns several minor entities involved in such activities.  The SpareBank 1 alliance 

currently consists of the following banks (the SpareBank 1 banks): 

REGIONAL BANKS (LEGAL NAME)  

SPAREBANK 1 NORD-NORGE SPAREBANK 1 SR-BANK ASA 

SPAREBANK 1 SMN SPAREBANK 1 ØSTLANDET 

  

CO-OPERATING SAVINGS BANKS  

SPAREBANK 1 BV SPAREBANK 1 RINGERIKE HADELAND 

SPAREBANK 1 HALLINGDAL VALDRES SPAREBANK 1 NORDVEST 

SPAREBANK 1 GUDBRANDSDAL SPAREBANK 1 MODUM 

SPAREBANKEN TELEMARK SPAREBANK 1 NØTTERY TØNSBERG 

SPAREBANK 1 LOM OG SKJÅK SPAREBANK 1 SØRE SUNNMØRE 

SPAREBANK 1 ØSTFOLD AKERSHUS  

There is one other bank owned by the SpareBank 1 banks, BN Bank ASA.   

BN Bank ASA, a former subsidiary of Glitnir Bank, was purchased in 2008, and is owned by all of the 

SpareBank 1 banks, except SpareBank 1 Østlandet.  BN Bank ASA distributes its retail portfolio mainly via 

internet and telephone, and its commercial activities are mainly focused on lending towards residential 

mortgages.  

BN Bank ASA originates residential mortgage loans but has its own logo and brand name and is not a party 

within its own right to the SpareBank 1 alliance.  BN Bank ASA benefits from product companies and the 

common banking activities within the SpareBank 1 alliance. 

Objectives of the SpareBank 1 alliance 

The stated objective for the SpareBank 1 alliance is as follows: 

"To deliver attractive products and services with a focus on excellent consumer experiences. 

Contribute to the SpareBank 1-banks’ competitiveness and profitability, thus keeping them resistant and 

independent." 

Three main strategies support the objective: 

1. Cost sharing, through the establishment of new distribution channels, technological developments 

supporting new business processes related to traditional and new methods of distribution, and the 

development and distribution of new products. 

2. Economies of scale through production and delivery of products within specific areas, such as fund 

management, insurance and mortgage/credit management. 

3. Establishing a critical mass for the development and maintenance of competencies required for 

serving retail and commercial market segments. 
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In addition, the SpareBank 1 alliance has set a number of priority cooperation areas for member banks: 

marketing; product companies; IT systems; skills development; purchasing; and digitalisation. 

The SpareBank 1 alliance's strategy takes into account an expected tighter competition in national and 

regional financial markets alike.  This will require a strong collaboration in order to reap further benefits in 

terms of lower costs, increased competence and high-quality customer service. 

For this period – 2014 to 2017 there are three areas with increased focus: 

1. Digitalisation – in order to cover the need to build the digital bank of the future. 

2. Sale – in order to cover the need for cross sale. 

3. Interaction  – in order to establish a strong culture for interaction and performance. 

Competitors 

There are nearly 130 banks in the Norwegian banking market.  The majority of these banks are Norwegian 

banks and savings banks in particular, although certain international financial undertakings, such as Danske 

Bank, Handelsbanken, SEB and Swedbank, are also involved in the domestic market.  As at 31 December 

2016, the three largest banking groups by assets (DNB, the SpareBank 1 alliance and Nordea Bank 

(Norwegian branch)) accounted for nearly 60 per cent. of the market (Source: Finance Norway, FNO).  

Based on the annual reports for the Norwegian banking industry and SpareBank 1 alliance analysis, the 

SpareBank 1 banks, when combined, are Norway's second largest financial undertaking by assets as at the 

date of this Base Prospectus. 

While each of the SpareBank 1 banks holds strong competitive positions within their respective mortgage 

loan markets (approximately two-thirds of the SpareBank 1 banks’ loan book is mortgage lending with the 

remainder comprising lending to small and medium enterprises, including commercial real estate lending), 

the large number of retail banks in each region leads to significant competition.  A key aim of each of the 

SpareBank 1 banks is to consolidate and strengthen its position within its market.  According to internal 

figures (Source: SpareBank 1), the current aggregated market share of all the banks in the SpareBank 1 

alliance in Norwegian retail lending is 20.7 per cent. as at 31 December 2016.  This market share, as 

calculated by the SpareBank 1 alliance, has grown over the last several years as the chart below illustrates. 

 

Funding strategy of the SpareBank 1 alliance 

Based on information set out in the annual reports of each bank, the SpareBank 1 banks fund themselves 

predominantly with customer deposits.  
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The four largest banks of the SpareBank 1 alliance (SpareBank 1 SR-Bank ASA, SpareBank 1 SMN, 

SpareBank 1 Nord-Norge and SpareBank 1 Østlandet) are rated by recognised rating agencies (Moody's and 

Fitch for the former three banks and Moody's only for SpareBank 1 Østlandet) and have access to the 

international capital markets for debt and equity for funding purposes.   

Covered bonds have become an important element of the funding for the banks in the SpareBank 1 alliance 

following the establishment of the Issuer in 2005 and starting with the Issuer's first covered bond issuance in 

September 2007.  The Issuer provides all the banks in the SpareBank 1 alliance with access to covered bond 

funding in the domestic and international markets, both public and private.  Further recognised benefits in 

the SpareBank 1 alliance of the covered bond activities of the Issuer are the active management of debt 

maturities and the diversification of the SpareBank 1 alliance's debt investors.  In a stressed funding 

scenario, the originators may wish to transfer as much of the loan portfolio as possible to a covered bond 

issuing entity.  In such a situation the Issuer would have to increase its own capital.  When considering the 

regulation regarding largest exposure limitations, a potential scenario could emerge where the parent banks 

may be effectively prevented from contributing further loans or capital to the Issuer.  In October 2014, the 

four largest Shareholder Banks, SpareBank 1 SR Bank ASA, SpareBank 1 SMN, SpareBank 1 Nord-Norge 

and SpareBank 1 Østlandet (then Sparebanken Hedmark), announced their intentions to each apply for a 

licence to set up a wholly owned covered bond issuing entity.  These Originators have stated that they will 

still use the Issuer as their main source for their covered bond funding in the future.  However, the initiations 

of such companies are expected to reduce the expected increase in lending volume for the Issuer somewhat.  

The new wholly owned entities will provide the maximum flexibility for the Shareholder Banks with regards 

to their regulatory constraints.  As at the date of this Base Prospectus, only SpareBank 1 SR-Bank ASA has 

established a covered bond issuing entity that has issued covered bonds (SR-Boligkreditt AS). 
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DESCRIPTION OF THE ISSUER'S BUSINESS  

The Issuer was incorporated on 18 August 2005 for an unlimited period as a private limited liability 

company incorporated under the laws of Norway and registered with The Register of Business Enterprises 

on 12 October 2005 under registration number 988 738 387.  The registered office of the Issuer is Bjergsted 

Terrasse 1, 4007 Stavanger, Norway (telephone number: +47 51509412).  The Issuer is a mortgage credit 

institution licensed by the FSAN. 

On 29 May 2007, the Issuer's articles of association were amended by a general meeting and later approved 

by the FSAN to enable the Issuer to issue covered bonds in accordance with the Act.  See "Overview of the 

Norwegian Legislation Regarding Covered Bonds (obligasjoner med fortrinnsrett)" below.  The Issuer 

operates in accordance with Norway's covered bond legislation and this requires that its business is restricted 

to holding residential and commercial mortgages, public loans and other assets (such as cash and highly 

rated debt securities up to a limit of 20 per cent. of the value of total assets) and that it finances the purchase 

of such activities and assets predominantly by the issuance of covered bonds.  The Issuer does not hold any 

commercial mortgages and limits its portfolio of public loans to purposes of maintaining liquid assets.  This 

narrow mandate regarding the Issuer's activity is referred to as a "special banking principle".  The Issuer is 

regulated like a bank, with the distinction that the Issuer does not hold a regular banking licence, and thus 

cannot hold any customer deposits. 

Share Capital and other Subordinated Capital 

As at 31 March 2017, the Issuer had a total equity of NOK 10,916 million comprising share capital of NOK 

6,470 million, additional paid-in equity of NOK 3,238 million, hybrid, perpetual, callable, Tier 1 capital 

instrument (reclassified from loan to equity for accounting purposes only from 1 January 2017) of NOK 

1,071 million, declared dividend of NOK 114 million, and accrued equity of NOK 23 million. 

There is also NOK 1,600 million as a subordinated loan (Tier 2) with a ten year maturity, due 2024. 

Ownership 

The Issuer is a separate legal entity wholly owned by the Shareholder Banks, whose identity and respective 

shareholdings may vary from time to time and is not itself part of the SpareBank 1 alliance.  

The ownership share in the Issuer is reviewed at least once a year in accordance with the Shareholders' 

Agreement according to the volume of mortgages transferred by the Shareholder Banks.   

The shareholdings in the Issuer as at the date of this Base Prospectus are as follows: 

Category A Shareholder Shareholding in Issuer  

SpareBank 1 Østlandet 20.26% 

SpareBank 1 SMN 19.09% 

SpareBank 1 Nord-Norge 14.61% 

SpareBank 1 SR-Bank ASA 13.87% 

BN Bank ASA 6.03% 

SpareBank 1 BV 6.02% 

Category B Shareholder Shareholding in Issuer  

SpareBank 1 Østfold Akershus 4.45 % 

http://www.brreg.no/english/registers/business/
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Sparebanken Telemark 4.22 % 

SpareBank 1 Ringerike Hadeland 3.67% 

Category C Shareholder Shareholding in Issuer  

SpareBank 1 NordVest 2.20% 

SpareBank 1 Modum 1.46% 

SpareBank 1 Søre Sunnmøre 1.30% 

SpareBank 1 Hallingdal Valdres 1.20% 

SpareBank 1 Gudbrandsdal 0.93% 

SpareBank 1 Lom og Skjåk 0.71% 

Total 100% 

Tier 1 Capital and Maturity Payments 

The Shareholder Banks are obliged to ensure that at all times the Issuer shall maintain a minimum Tier 1 

capital ratio of 9 per cent.  On 1 March 2016, the board of directors of the Issuer proposed increasing this 

amount to 11 per cent., though as at the date of this Base Prospectus the board of directors has not yet made 

its request for the change to the Shareholder Banks, whose approval is required for such change.  This is 

expected to take place in Q2/Q3 2017.  For further details see "Description of the Shareholders' Agreement 

and the Shareholder Note Purchase Agreement – Shareholders' Agreement" below. 

In certain circumstances, the Shareholder Banks will also be obliged to advance funds to meet maturity 

payments due on the Notes by the Issuer.  For further details see "Description of the Shareholders' 

Agreement and the Shareholder Note Purchase Agreement – Shareholder Note Purchase Agreement" below. 

Goals and Objectives 

The Shareholder Banks' goal for the Issuer is to attain stable, long term and favourable funding.  The 

establishment of the Issuer is a joint effort by the Shareholder Banks to exploit economies of scale, which 

extends to both domestic and international funding via covered bond issuances. 

The Issuer's objective is to acquire or purchase residential mortgages, and to finance these lending operations 

mainly by issuing covered bonds.  This involves arranging the purchase and transfer of mortgages from the 

Originators and the marketing of the covered bonds to investors.  The purpose of this arrangement is to 

provide funding for the Originators. 

Employees 

The Issuer has eight employees, mainly focused on investor relations, risk management, investment of the 

liquidity portfolio, legal support, IT maintenance and development and communication with the Originators 

and the Shareholder Banks.   

The business purchases a significant amount of its support functions from SpareBank 1 SR-Bank, such as 

accounting, human resources, IT and finance related back-office functions.  For further details of SpareBank 

1 SR-Bank ASA see "Business Description of the Category A Shareholders – SpareBank 1 SR-Bank ASA" 

below. 
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Origination and Transfer of the mortgage loans 

For details of the origination and underwriting procedures in respect of the mortgage loans transferred to the 

Issuer by the Originators, and the transfer of those mortgage loans, see "Mortgage Origination, Eligibility 

and Servicing" below. 

Servicing 

For details of the servicing of the mortgage loans transferred to the Issuer by the Originators and the transfer 

of those mortgage loans see "Mortgage Origination, Eligibility and Servicing" below. 

Cover Pool 

In respect of each Tranche of Notes issued under the Programme, statistical information regarding the 

Mortgage Loans as of the relevant measurement/testing date in the Cover Pool will be set out in the tables 

sourced from the most recent Investor Report set out in "Investor Report Stratification Tables" below.  

Please note, however, that the information provided is historical and given that new Mortgage Loans may be 

added to the Cover Pool at any time, the statistical information provided at the time of issue may be different 

to the actual composition of the Cover Pool at any given time.  

Financial Overview 

The unaudited quarterly financial statements for the Issuer for the three months ended 31 March 2017 have 

not been reviewed by the auditor and are set out in the 2017 First Quarterly Report (starting at page 10).  The 

audited annual financial statements for the Issuer for the year ended 31 December 2016 are set out in the 

2016 Annual Report (beginning on page 20).  The audited annual financial statements for the Issuer for the 

year ended 31 December 2015 are set out in the 2015 Annual Report (beginning on page 18).  The audited 

annual financial statements for the Issuer for the year ended 31 December 2014 are set out in the 2014 

Annual Report (beginning on page 17).  See also "Documents Incorporated by Reference". 

Ratings 

As of the date of this Base Prospectus, the Issuer has been assigned a long term issuer default rating of "A-" 

by Fitch and a short term issuer default rating of "F2" by Fitch. 

Auditor 

Deloitte AS is the Issuer's auditor and has held the position since 2006. 
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ISSUER STRATEGY AND RECENT DEVELOPMENTS 

Strategy 

The Issuer's mission is to deliver stable and diversified financing to the Shareholder Banks on terms that are 

competitive compared to other wholesale funding available to the Shareholder Banks.  The Issuer provides 

the Shareholder Banks access to the international capital markets in a cost-efficient manner.  As at 31 March 

2017, the Issuer's aggregate amount of outstanding Notes was approximately the equivalent of NOK 213 

billion. 

Strengths of the Issuer 

The Issuer believes that its key strengths include: 

Strong Credit Position: The Issuer has a strong present and historic credit position.  Strict eligibility criteria 

for inclusion in the Cover Pool included in the past a requirement that all Mortgage Loans must have a loan-

to-value (LTV) of 75 per cent. or less at the time of transfer and that the customer has no adverse credit 

history.  As of 2014 the LTV requirement has been lowered to 60 per cent. for revolving loans in the credit 

policy.  As at the date of this Base Prospectus there have been no realised losses on the Cover Pool.  There 

are no mortgages in foreclosure and no mortgages in arrears for over 90 days in the Cover Pool. 

Regulation: The Issuer is subject to, and has the benefit of, a developed legislative framework for covered 

bonds in Norway.  In particular, Norwegian law provides that holders of covered bonds have an exclusive 

and prioritised right of claim, on a pari passu basis between themselves and the counterparties under 

derivative agreements relating to the covered bonds, over the Cover Pool.  There are also criteria and 

restrictions relating to the nature and quality of assets in the Cover Pool, as well as an independent inspector 

appointed by the FSAN which regularly inspects the Cover Pool.  For more information, see "Overview of 

the Norwegian Legislation Regarding Covered Bonds (obligasjoner med fortrinnsrett)" below. 

Parental Support: Although the Issuer acquires Mortgage Loans from the Originators according to its own 

credit policy and eligibility criteria, and retains the sole right and title to those assets, the Issuer has 

outsourced all loan origination and servicing to the Originators, which are experienced and have highly 

effective systems and practices in place regarding these functions.  The Issuer benefits from financial and 

operational support from the Originators.  The Shareholder Banks are obliged, pursuant to the Shareholders' 

Agreement, to ensure that the Issuer shall at all times maintain a minimum Tier 1 capital ratio of 9 per cent.  

As mentioned, this Tier 1 capital ratio is proposed to increase to 11 per cent.  In addition, in order to meet 

any maturity payments due on the Notes and/or any related Swap in any rolling 12 month period, the Issuer 

may from time to time issue Shareholder Notes and, pursuant to the Shareholder Note Purchase Agreement, 

the Shareholder Banks agree to subscribe to such Shareholder Notes.  The Shareholder Banks do not, 

however, guarantee payments due under the Notes.  For more information, see "Description of the 

Shareholders' Agreement and the Shareholder Note Purchase Agreement" below.  

Operating Environment: The only loans that the Issuer purchases are Mortgage Loans over Norwegian 

residential assets.  The Norwegian economy is one of the strongest in the world with a consistent and 

relatively high government budget surplus and current account surplus, gross domestic product growth and 

low unemployment.  

Well Recognised Brand and Local Presence: The SpareBank 1 brand is one of the most recognised brands 

in Norway and the SpareBank 1 banks' business model benefits from a high degree of physical presence 

within the regions of Norway in which the SpareBank 1 alliance operates. 

Weaknesses of the Issuer 

The Issuer believes that potential weaknesses include: 
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Refinancing Risk: Mortgage Loans in the Cover Pool have longer maturities than the Notes which finance 

them.  Therefore, the Issuer is dependent on its ability to refinance borrowings upon maturity.  Potential 

adverse market conditions for the issuance of new Notes represents refinancing risk, which is addressed in 

several ways, the most significant of which is that the Issuer maintains a liquidity reserve to manage 

maturities.  In order to meet any maturity payments due on the Notes and/or any related swap in any rolling 

12 month period, the Issuer may from time to time issue certain Shareholder Notes (being VPS Notes) and 

the Shareholder Banks have agreed, subject to certain conditions and limitations, to subscribe to such 

Shareholder Notes.  The obligation of each Shareholder Bank to subscribe to Shareholder Notes is several 

and is limited on a pro rata basis according to the percentage shareholding in the Issuer of each Shareholder 

Bank.  In the event that a Shareholder Bank fails to purchase its share of Shareholder Notes, the remaining 

Shareholder Banks shall purchase such Shareholder Notes on a pro rata basis, provided that no Shareholder 

Bank will be obliged to purchase such Shareholder Notes in an amount greater than twice their initial 

purchase obligation.  The Shareholder Bank can use these Shareholder Notes as security in order to obtain 

funding from the Central Bank of Norway.  For more information, see "Description of the Shareholders' 

Agreement and the Shareholder Note Purchase Agreement" below. 

Risk of Non-Payment: The borrowers' ability to make payments under their Mortgage Loans is one of the 

main risks related to the Norwegian residential mortgage market.  Notwithstanding the fact that the 

Originators take into account (among other factors) a stressed scenario for affordability, i.e. consider the 

borrowers' ability to handle interest rate increases of up to several percentage points, strong growth in levels 

of indebtedness, the increase in the potential financial vulnerability of some mortgage borrowers, and the 

fact that Norwegian customers prefer floating rate mortgages mean that changes in interest rates could affect 

the liquidity situation of some borrowers. 

Risk of Fall in Collateral Value: Should the prices of real property and the housing market in Norway 

substantially decline, this could affect the resale value of mortgaged property upon foreclosure.  However, it 

would not affect the requirement for the mortgage customers to meet payments under their Mortgage Loans.  

Under the Norwegian covered bond legislation a matching principle exists which requires that if property 

prices materially deteriorate the Issuer would be obliged to acquire mortgage loans with a loan to value ratio 

of 75 per cent. or less or other substitute assets to be added to the Cover Pool. 

Reliance on Originators: The Originators' ability to originate Mortgage Loans to transfer to the Issuer 

depends on the competitive market position of the Originators and the demand for their products.  The ability 

of the Issuer to add new Mortgage Loans to its Cover Pool may be adversely affected if an Originator bank 

terminates an agreement to transfer Mortgage Loans to the Issuer or if an Originator fails to comply with its 

servicing and other obligations under such agreement.  

The statements above regarding the risks associated with the Issuer are not exhaustive.  Prospective investors 

should read the section entitled "Risk Factors" as well as the detailed information set out elsewhere in this 

Base Prospectus and reach their own views prior to making any investment decision. 
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CAPITALISATION OF THE ISSUER 

The following table sets out the Issuer's consolidated capitalisation as of 31 March 2017.  After March 31 

and up to as of May 12, 2017 the Issuer has issued a further NOK 1.85 billion of covered bonds.  Because 

the Cover Pool is dynamic, the number and value of mortgages and liquidity reserves vary on a daily basis.  

For information about the Shareholder Banks' recent increase of the Issuer's total subordinated capital, see 

"Management's Discussion and Analysis for the Issuer – Overview".  Solely for the convenience of the 

investor, NOK amounts for 31 March 2017 have been converted at a rate of NOK 8.5775 per USD, the 

Representative Market Rate as at 31 March 2017 (Source: Norwegian Central Bank). 

 

(in NOK/USD, 1,000) As of 31 March 2017 

 NOK USD 

Liabilities   

Debt incurred by issuing securities 212,822,181 24,816,887 

Collateral received under derivatives contracts 22,005,476 2,566,027 

Financial derivatives 1,514,308 176,581 

Deferred tax 208,816 24,350 

Tax payable 124,898 14,564 

Subordinated debt 1,603,633 186,997 

Other Liabilities 104,359 12,169 

Total liabilities 238,383,671 27,797,576 

   

Equity   

Paid in equity capital 9,708,470 1,132,091 

Paid in equity capital (not yet registered) 0 0 

Hybrid capital 1,070,986 124,886 

Accrued equity  149,836 17,472 

Net profit for the period -126,873 -14,794 

Declared dividend 113,950 13,288 

Total equity 10,916,369 1,272,942 

   

Total liabilities and equity 249,300,040 29,070,518 
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OVERVIEW OF FINANCIAL INFORMATION OF THE ISSUER  

The financial information set out below is derived from the Issuer's audited financial statements at and for 

the years ended 31 December 2016, 2015 and 2014, as well as the unaudited statements from 31 March 2017 

and 2016.  All financial statements have been prepared in accordance with International Financing Reporting 

Standards as adopted by the European Union (IFRS).   

 

    Year ended 

  31 March, 31 December, 

Amounts in NOK 1000  2017 2016 2016 2015 2014 

Total interest income  937,419 958,801 3,797,962 3,879,909 4,476,095 

Total interest expense  -847,140 -846,342 -3,386,965 -3,473,052 -4,120,722 

Net interest income  90,278 112,459 410,997 406,857 355,372 

       

Net gains (losses) 

from financial 

instruments 

 -250,917 34,927 -521,993 233,848 -38,458 

Net other operating 

income 

 -250,917 34,927 -521,993 233,848 -38,458 

       

Total operating 

income 

 -160,639 147,386 -110,996 640,704 316,915 

       

Salaries and other 

ordinary personnel 

expenses 

 -3,389 -3,100 -11,409 -10,700 -10,224 

Administration 

expenses 
 -2,555 -2,722 -10,247 -10,625 -9,299 

Other operating 

expenses 
 -2,335 -1,635 -12,315 -9,760 -12,064 

Depreciation on fixed 

assets and other 

intangible assets  

 -246 -400 -1,367 -1,985 -1,702 

Total operating 

expenses 

 -8,525 -7,857 -35,338 -33,070 -33,290 

Write-downs on loans 

and guarantees 

 0 0 0 0  

Pre-tax operating 

profit 

 169,164 139,529 -146,334 607,635 283,625 

Taxes  42,291 -34,882 36,583 -134,535 -78,586 

Profit for the period  -126,873 104,647 -109,751 473,100 205,039 

       

Average total assets  249,300,040 268,695,064 260,722,073 248,393,578 216,879,979 
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The table below sets out balance sheet data for the years ended 31 December 2016, 2015 and 2014, as well 

as the unaudited statements from 31 March 2017. 

 

 31/03/2017 31/03/2017 31/12/2016 31/12/2015 31/12/2014 

NOK 1,000 NOK USD NOK NOK NOK 

      

Assets      

Lending to and deposits 

with credit institutions 

8,251,587 962,206 8,129,096 8,083,543 16,268,940 

Norwegian Government 

Treasury Bills 

395,059 46,067 1,948,409 8,705,692 487,553 

Bonds 39,834,119 4,644,999 40,558,209 42,113,662 19,880,949 

Lending to customers 175,654,209 20,482,784  174,463,203 169,338,988 161,205,282 

Financial derivatives 25,160,358 2,933,913 27,150,388 40,947,743 29,746,665 

Deferred tax assets 3,005 350 -   

Other assets 1,703 199 1,543  3,671 4,468 

Total assets 249,300,040 29,070,518 252,250,848 269,193,299 227,593,858 

      

Liabilities      

Debt incurred by issuing 

securities 

212,822,181 24,816,887 213,056,583 218,853,602 188,719,491 

Collateral received under 

derivatives contracts 

22,005,476 2,566,027 24,304,397  36,950,453 27,181,223 

Financial derivatives 1,514,308 176,581 1,781,221 690,315 825,043 

Deferred tax 208,816 24,350 208,816 370,561 234,604 

Tax payable 124,898 14,564 124,898 - - 

Subordinated debt 1,603,633 186,997 1,603,778 2,434,380 1,954,262 

Other Liabilities 104,359 12,169 117,865 156,116 204,836 

Total liabilities 238,383,671 27,797,576 241,197,558 259,455,427 219,119,459 

      

Equity      

Paid in equity capital 9,708,470 1,132,091 9,498,470 8,568,470 8,268,470 

Paid in equity capital (not 

yet registered) 

0  210,000 690,000  

Hybrid capital 1,070,986 124,886 1,081,034    

Accrued equity 149,836 17,472 149,836  374,328  2,039  

Net profit for the period -126,873 -14,794 -     

Declared dividend  113,950 13,288 113,950 105,074 203,890  

Total equity 10,916,369 1,272,942 11,053,290 9,737,872 8,474,399 

  0    

Total liabilities and 

equity 

249,300,040 29,070,518 252,250,848 269,193,299 227,593,858 
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MANAGEMENT'S DISCUSSION AND ANALYSIS FOR THE ISSUER  

The following discussion of the Issuer's financial condition and results of operations should be read in 

conjunction with the rest of this Base Prospectus, including the Issuer's unaudited financial statements for 

the three months ended 31 March 2017 and its audited financial statements for the years ended 31 December 

2016, 2015 and 2014 and the related notes thereto.  The Issuer's audited financial statements have been 

prepared in accordance with IFRS adopted by the European Union.  This discussion contains forward-

looking statements that involve risks and uncertainties.  The Issuer's actual results of operations could differ 

materially from those anticipated by these forward-looking statements as a result of various factors.  

Overview 

The Issuer is the SpareBank 1 banks' vehicle for the issue of covered bonds backed by Mortgage Loans.  The 

Issuer is wholly owned by savings banks that are members of the SpareBank 1 alliance and operates as a 

separate legal entity.  The Issuer is based in Stavanger, Norway.   

The Issuer's purpose is to acquire mortgages from banks in the SpareBank 1 alliance (among others) and 

finance these lending operations through issuing covered bonds.  The Issuer has eight employees and was 

established in 2005. 

The Issuer has a licence from the FSAN to operate as a mortgage institution issuing covered bonds and is 

regulated as a credit institution and required to comply with standard capital adequacy regulations, as 

described below. 

As at 31 March 2017, the Issuer had total assets of NOK 249 billion and net residential mortgage loans 

outstanding of NOK 176 billion.  The Issuer's total profit for the three months ended 31 March 2017 was 

negative NOK 127 million compared to NOK 105 million for the period ended 31 March 2016.  The 

negative result for 2017 is due the valuation adjustments of basis (currency) swaps, a required re-valuation 

under IFRS rules which has no effect on cash flows and will reverse over time as the basis swaps and the 

underlying bonds they hedge mature.  These profit figures are net of payments of commissions to the 

Originators in the aggregate amount of NOK 317 million and NOK 337 million for the three months ended 

31 March 2017 and for the three months ended 31 March 2016, respectively. 

Factors Affecting Results of Operations 

The Issuer's results are affected by a variety of factors, including the following: 

General market conditions 

The Issuer's income is derived from its Norwegian operations.  Accordingly, the general health of, and 

changes in, the Norwegian economy and levels of business activity, the levels of Norwegian consumer 

spending and changes in the Norwegian real estate market, securities and other markets may have a material 

effect on its operations.  For further details see "The Norwegian Economy, Housing and Mortgage Loan 

Markets" below. 

Interest rates 

Changes in prevailing interest rates can affect the Issuer's results, but not directly to a material degree 

because almost the entire net difference between interest received from lending to customers and the cost of 

all funding is passed on to the owner banks as commissions. The company retains a small share of the overall 

margin to cover operating expenses and negative carry on its liquidity portfolio.  Changes in interest rates 

can have some effects on the Issuer’s liquidity portfolio and other assets, but this is limited as assets are 

usually held or swapped to a 3 month interest rate basis. 
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Competition 

During the periods under review the Norwegian banking market witnessed intensifying competition, which 

has influenced lending spreads.  While the Issuer itself has no direct competitors, because the Issuer does not 

originate its own loans, the SpareBank 1 banks, which do originate the Issuer’s Mortgage Loans, compete 

with other banks and credit institutions in the Norwegian mortgage lending market.  For more information on 

the Norwegian mortgage market, see the section entitled "The Norwegian Economy, Housing and Mortgage 

Loan Markets" below.  The SpareBank 1 banks have slightly gained market share in the Norwegian retail 

mortgage market over the years (see the section entitled Information related to the SpareBank 1 Alliance in 

this prospectus).  

Major components of income and expense 

The main components of the Issuer's income are: (i) interest income from mortgage lending, and (ii) interest 

income from securities and/or deposits.  The Issuer's major expense is its funding costs for its financing 

activities.  The difference between the Issuer's income and financing expenses, less operating costs, is largely 

distributed to the SpareBank 1 alliance member banks as commissions.  The remainder constitutes the 

Issuer's net profit.  The profit can vary significantly due to valuation adjustments of basis (swaps) which 

reverse to zero over the maturity of each of the swaps (swaps hedge foreign currency bonds issued), but also 

due to bond valuation effects in the Issuer’s liquidity portfolio, especially as it pertains to credit spread 

adjustments. 

Valuation of derivatives and other financial instruments 

The Issuer uses financial derivatives to manage essentially all market risk on balance-sheet items.  Interest 

rate risk is hedged to a NIBOR three months floating rate basis and currency risk is hedged mostly by 

derivatives and in some cases by natural asset liabilities hedges.  Derivatives are always valued at fair value 

according to IFRS, while debt issued is generally valued at amortized costs, causing some accounting 

mismatches from period to period influencing the financial results. Over the lifetime of a derivatives contract 

however, no hedging mismatches are expected to occur. 

Liabilities: 

● The Issuer applies fair value hedge accounting under IFRS for fixed rate issued debt (such as the Notes) 

using derivatives (swaps) which hedge the fixed interest rate and currency elements of the issued Notes.  

● Issued floating rate debt is accounted for at amortised cost. 

Assets:  

● For liquidity management purposes the Issuer maintains a portfolio of liquid assets (including covered 

bonds but not the Notes), which is essentially all valued at fair market value. 

Though the Issuer hedges all material interest rate and currency risk on its balance sheet, net unrealised gains 

(losses) from financial instruments may occur for the following reasons: 

● Temporary mark-to-market differences in the value of an interest rate swap may occur depending on the 

difference between the level at which the three month floating rate leg in the swap was last fixed and the 

three month interest rate level at the financial reporting date. 

● There is a credit risk element which forms part of the fair value of the assets in the trading portfolio, 

which is not reflected in the value of the associated interest and/or currency swaps hedging the trading 

portfolio assets. 

● There may be floating rate assets (bonds) in the held-to-maturity portfolio denominated in foreign 

currency which are hedged by a corresponding foreign exchange liability (issued debt) also on an 
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effective floating rate basis.  In such natural asset liability hedges there may be a small element of 

foreign currency risk which may impact the profit and loss in that the floating rate coupons on the asset 

and the liability are not reset on the same dates and/or may be of different magnitude. 

● Currency basis swaps which are revalued quarterly depending on the cost (spread over mid-swaps) of 

entering into such swaps without an equivalent element in the hedged instrument exists. 

Due to the application of such accounting standards, as well as realised losses from the sale and/or purchase 

and early retirement of issued debt, the Issuer's profit and loss accounts show a loss on financial instruments 

of NOK 251 million and a gain of NOK 35 million for the three months ended 31 March 2017 and for the 

three months ended 31 March 2016, respectively. 

Loans 

Individual write-downs 

For the three months ended 31 March 2017 the Issuer has not made any provisions for loan losses as there 

are no non-performing loans or other doubtful commitments.  If objective evidence of a decrease in value 

can be found, write-downs on loans are calculated as the difference between the value of the loan in the 

balance sheet and the net present value of estimated future cash flows discounted by the internal rate of 

return on the loan.  The internal rate of return used is the internal rate of return on the loan prior to the 

identification of objective evidence of impairment, adjusted for changes in market rates up to the 

measurement date.  Changes in credit risk of the loan due to objective evidence of impairment are not taken 

into consideration when adjusting the internal rate of return used for discounting. 

Objective evidence of a decrease in the value of a loan or loan portfolio includes serious financial problems 

on the part of the debtor, non-payment or other serious breaches of contract, the probability that the debtor 

will enter into debt negotiations or the occurrence of other special circumstances. 

Individual write-downs reduce the value of commitments in the balance sheet, and changes during the period 

are recorded under "Write-downs on loans and guarantees".  Interest calculated according to the effective 

interest method on the written-down value of the loan is included in "Net interest income". 

Group write-downs on loans and guarantees 

The Issuer will write down loans relating to a customer group if objective evidence of impairment can be 

identified.  Economic indicators (for example, housing market conditions, GDP growth and unemployment 

rate) are used as objective evidence criteria for group write-downs.  The need for write-downs is estimated 

per customer group based on risk classification and includes estimates of future economic developments and 

loss experience for the respective customer groups.  For the three months ended 31 March 2017, the Issuer 

has not made any group write-downs on loans and guarantees. 

The Issuer must introduce the new IFRS 9 accounting rule from 1 January 2018 and this will entail a 

different approach to loan loss provisions where loans under certain circumstances, which have deteriorated 

in quality by a certain defined level, will be considered on the basis of a life-time expected loss.  This is 

likely to lead to one time loan loss provision in the 1st quarter of 2018 and that loan loss provisions are likely 

to be more volatile from quarter to quarter thereafter. These changes are expected to be immaterial in 

magnitude when seen against the balance sheet of the Issuer and the overall level of mortgage lending, but 

might be material in the period of the introduction as measured against the quarterly result. 

Results of Operations 

For the quarter ended 31 March 2017, the Issuer recorded after-tax loss of NOK 127 million, a decrease of 

NOK 231 million, or 221 per cent., compared to after-tax profit of NOK 105 million for the quarter ended 31 

March 2016.  The pre-tax operating loss amounted to NOK 169 million for the quarter ended 31 March 

2017, a decrease of NOK 309 million, or 221 per cent., compared to pre-tax operating profit of NOK 140 
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million for the quarter ended 31 March 2016.  The main reasons for the variations in profitability are 

unrealised losses due to temporary mark-to-market adjustments on financial instruments and derivatives 

carried at fair value (see "Valuation of derivatives and other financial instruments" above), in particular 

reevaluation of basis swaps.  The losses have no effect on cash flow and are expected to reverse to zero over 

the lifetime of the hedging derivatives. 

For the year ended 31 December 2016, the Issuer recorded after-tax loss of NOK 110 million, a decrease of 

NOK 582 million, or 123 per cent., compared to after-tax profit of NOK 473 million for the year ended 31 

December 2015.  The pre-tax operating loss amounted to NOK 146 million for the year ended 31 December 

2016, a decrease of NOK 754 million, or 124 per cent., compared to pre-tax operating profit of NOK 608 

million for the year ended 31 December 2015.  The main reasons for the variations in profitability are 

unrealised gains due to temporary mark-to-market adjustments on financial instruments and derivatives 

carried at fair value (see "Valuation of derivatives and other financial instruments" above), in particular the 

reevaluation of basis swaps. 
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The following table summarises the principal components of the Issuer's profit and loss accounts for each of 

the three years ended 31 December 2016, 2015 and 2014 as well as for the quarterly period ended 31 March 

2017 and 31 March 2016. 

    
Year ended 

31 December, 
  

31 March, 

Amounts in NOK 1000 

 
2017 2016 2016 2015 2014 

Total interest income 

 

937,419 958,801 3,797,962 3,879,909 4,476,095 

Total interest expense 

 

-847,140 -846,342 -3,386,965 -3,473,052 -4,120,722 

Net interest income 

 

90,278 112,459 410,997 406,857 355,372 

  

   

  
Net gains (losses) from 

financial instruments 

 

-250,917 34,927 -521,993 233,848 -38,458 

Net other operating 

income 

 

-250,917 34,927 -521,993 233,848 -38,458 

  

   

  Total operating income 

 

-160,639 147,386 -110,996 640,704 316,915 

  

   

  
Salaries and other ordinary 

personnel expenses 

 

-3,389 -3,100 -11,409 -10,700 -10,224 

Administration expenses 

 

-2,555 -2,722 -10,247 -10,625 -9,299 

Other operating expenses 

 

-2,335 -1,635 -12,315 -9,760 -12,064 

Depreciation on fixed 

assets and other intangible 

assets 

 

-246 -400 -1,367 -1,985 -1,702 

Total operating expenses 

 

-8,525 -7,857 -35,338 -33,070 -33,290 

Write-downs on loans and 

guarantees 

 

0 0 0 0 

 Pre-tax operating profit 

 

-169,164 139,529 -146,334 607,635 283,625 

Taxes 

 

42,291 -34,882 36,583 -134,535 -78,586 

Profit for the period 

 

-126,873 104,647 -109,751 473,100 205,039 

  

   

  Average total assets 

 

250,775,444 268,695,064 260,722,073 248,393,578 216,879,979 

 

The year ended 31 December 2016 compared to the year ended 31 December 2015 and the year ended 

31 December 2014 and the quarter ended 31 March 2017 to the quarter ended 31 March 2016 

Introduction 

The Issuer's pre-tax operating loss totalled NOK 169 million in the quarter ended 31 March 2017, a decrease 

of NOK 309 million from the three months ended 31 March 2016.  After taxes, the loss for the period was 

127 million, a decrease of 231 million from 31 March 2016. 

The Issuer's pre-tax operating loss totalled NOK 146 million in the year ended 31 December 2016, a 

decrease of NOK 754 million from 2015.  After taxes, profit for the period decreased from NOK 473 million 

to NOK negative 110 million.  The reasons for these decreases are set out in the paragraphs below. 

Net interest income 

 

   

31 March, 

Year ended 31 

December 
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Amounts in NOK 1000   2017 2016 2016 

   

 

 

 

Total interest income 

 

937,419 958,801 3,797,962 

Total interest expenses 

 

-847,140 -846,342 -3,386,965 

Net interest income   90,278 112,459 410,997 

 

Net interest income was NOK 90 million for the quarter ended 31 March 2017, a decrease of NOK 22 

million, which represents a decrease of 19.7 per cent., compared to the quarter ended 31 March 2016.  The 

decrease was due to changes in interest income earned on liquid investments and other similar assets.  

Amounts paid out to the Originators as commissions are recorded as a deduction to the Issuer's interest 

income.  Such commissions totalled NOK 317 million for the quarter ended 31 March 2017, a decrease of 

NOK 20 million from the quarter ended 31 March 2016 when NOK 337 million was paid out in 

commissions.  The decrease is mainly due to a reduction in lending margins, or a compression between the 

Issuer’s interest income and the Issuer’s average cost of funding. 

     

   

Year ended 31 December, 

Amounts in NOK 1000   2016 2015 

  

  

 Total interest income 

 

3,797,962 3,879,909 

Total interest expenses 

 

-3,386,965 -3,473,052 

Net interest income   410,997 406,857 

Net interest income was NOK 411 million for the year ended 31 December 2016, an increase of NOK 4 

million, or 1 per cent., compared to the year ended 31 December 2015.  Amounts paid out to the Originators 

as commissions are recorded as a deduction to the Issuer's interest income.  Such commissions totalled NOK 

1,248 million for the year ended 31 December 2016, a decrease of NOK 439 million from the year ended 31 

December 2015 when NOK 1,687 million was paid out in commissions. 

Net other operating income 

 

   

31 March, 

Year ended 

31 December,  

Amounts in NOK 1000   2017 2016 2016 

   

 

 

 

Net gains (losses) from financial instruments -250,917 34,927 -521,993 

 

 

 

 

 

 

Net other operating income  -250,917 34,927 -521,993 

Net other operating income totalled negative NOK 251 million for the quarter ended 31 March 2017.  For the 

quarter ended 31 March 2016, there was a net other operating income of NOK 35 million.  The change in 

these figures mainly reflects temporary marked-to-market adjustments on financial instruments and 

derivatives carried at fair value (see "Valuation of derivatives and other financial instruments" above), as 

well as unrealised and realised gains on issued debt and owned securities. 

  



 

 
0013726-0003830 ICM:27128339.10 68  
 

   

Year ended 31 December, 

Amounts in NOK 1000   2016 2015 

   

  

Net gains (losses) from financial instruments -521,993  

   

  

Net other operating income   -521,993 233,848 

Net other operating income totalled negative NOK 522 million for the year ended 31 December 2016.  For 

the year ended 31 December 2015, there was a net other operating loss of NOK 234 million.  The change in 

these figures mainly reflects temporary marked-to-market adjustments on financial instruments and 

derivatives carried at fair value (see "Valuation of derivatives and other financial instruments" above), as 

well as unrealised and realised gains on issued debt and owned securities. 

Total operating expenses 

 

   

31 March, 

Year ended 

31 December, 

Amounts in NOK 1000   2017 2016 2016 

   

   

Salaries and other ordinary personnel expenses -3,389 -3,100 -11,409 

Administration expenses 

 

-2,555 -2,722 -10,247 

Other operating expenses 

 

-2,335 -1,635 -12,315 

Depreciation on fixed assets and other intangible 

assets -246 -400 -1,367 

Total operating expenses   -8,525 -7,857 -35,338 

 

Operating expenses totalled NOK 8.5 million for the quarter ended 31 March 2017, a decrease of NOK 0.7 

million, or 9 per cent., compared to the quarter ended 31 March 2016.  Operating expenses are expenses 

incurred in order to run the business, including depreciation and amortisation.  Amounts paid out to the 

SpareBank 1 banks as commissions, which are essentially the interest paid to the Issuer by residential 

mortgage loan holders less the Issuer's funding and operating costs, are not included in operating expenses 

but are recorded as a deduction to the Issuer's interest income. 

 

   

Year ended 31 December, 

Amounts in NOK 1000   2016 2015 

    

 

Salaries and other ordinary personnel expenses -11,409 -10,700 

Administration expenses  -10,247 -10,625 

Other operating expenses  -12,315 -9,760 

Depreciation on fixed assets and other intangible 

assets -1,367 -1,985 

Total operating expenses   -35,338 -33,070 

Operating expenses totalled NOK 35 million for the year ended 31 December 2016, a decrease of NOK 2.3 

million, or 6.8 per cent., compared to the year ended 31 December 2015. 

Write-downs on loans, guarantees, etc. 
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31 March, 

Year ended 

31 

December, 

Amounts in NOK 1000   2017 2016 2016 

     

 

Individual write downs in the period 0 0 0 

Grouped loan loss provisions in the period 0 0 0 

Write downs on loans and guarantees 0 0 0 

For the quarter ended 31 March 2016 and the years ended 2015 and 2014, the Issuer recorded no individual 

write-downs.  Grouped loan loss provisions totalled NOK 8 million, none of which were incurred in 2017, 

2016 or 2015.  Loan loss provisions represent less than 0.005 per cent. of the total mortgage lending 

portfolio as at 31 March 2017.  As of 31 March 2017 (and as of 31 December 2016 and 2015) all loans were 

fully performing and no actual losses had taken place. 

 

   

Year ended 31 December, 

Amounts in NOK 1000   2016 2015 

     Individual write downs in the period 0 0 

Grouped loan loss provisions in the period 0 0 

Write downs on loans and guarantees 0 0 

Taxes 

The Issuer's tax refund (tax asset) for the year ended 31 December 2016 was NOK 36 million, an effective 

tax rate of 25 per cent., and an decrease of NOK 171 million from 2015.  The tax refund is mainly due to the 

unrealised loss on valuation adjustments to basis swaps, and are likely to reverse when these temporary 

valuation effects reverse.  The effective tax rate for 2015 was 27 per cent.  Effective tax rates for the quarters 

ended 31 March 2017 and 31 March 2016 were estimated 25 per cent. 

The year ended 31 December 2015 compared to the year ended 31 December 2014 

Introduction 

The Issuer's pre-tax operating profit totalled NOK 608 million in the year ended 31 December 2015, an 

increase of NOK 324 million from 2014.  After taxes, profit for the period increased from NOK 205 million 

to NOK 473 million.  The reasons for these decreases are set out in the paragraphs below. 

Net interest income 

 

     

   

Year ended 31 December, 

Amounts in NOK 1000   2015 2014 

   

 

 Total interest income 

 

3,879,909 4,476,095 

Total interest expenses 

 

-3,473,052 -4,120,722 

Net interest income   406,857 355,372 

Net interest income was NOK 407 million for the year ended 31 December 2015, an increase of NOK 51 

million, or 14 per cent., compared to the year ended 31 December 2014.  The increase was due to a relatively 

large decline in interest expenses compared to interest income.  Amounts paid out to the Originators as 

commissions are recorded as a deduction to the Issuer's interest income.  Such commissions totalled NOK 
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1,687 million for the year ended 31 December 2015, a decrease of NOK 571 million from the year ended 31 

December 2014 when NOK 2,258 million was paid out in commissions. 

Net other operating income 

 

   

Year ended 31 December, 

Amounts in NOK 1000   2015 2014 

   

  

Net gains (losses) from financial instruments -233,848 -38,458 

   

  

Net other operating income   233,848 -38,458 

 

Net other operating income totalled NOK 234 million for the year ended 31 December 2015.  For the year 

ended 31 December 2014, there was a net other operating loss of NOK 38 million.  The change in these 

figures mainly reflects temporary marked-to-market adjustments on financial instruments and derivatives 

carried at fair value (see "Valuation of derivatives and other financial instruments" above), as well as 

unrealised and realised gains on issued debt and owned securities. 

Total operating expenses 

 

   

Year ended 31 December, 

Amounts in NOK 1000   2015 2014 

    

 

Salaries and other ordinary personnel expenses -10,700 -10,224 

Administration expenses  -10,625 -9,299 

Other operating expenses  -9,760 -12,064 

Depreciation on fixed assets and other intangible 

assets -1,985 -1,702 

Total operating expenses   -33,070 -33,290 

Operating expenses totalled NOK 33 million for the year ended 31 December 2015, a decrease of NOK 0.2 

million, or 0.7 per cent., compared to the year ended 31 December 2014.  The Issuer had one fewer full time 

employee from February 2015. 

Write-downs on loans, guarantees, etc. 

 

   

Year ended 31 December, 

Amounts in NOK 1000   2015 2014 

     Individual write downs in the period 0 0 

Grouped loan loss provisions in the period 0 0 

Write downs on loans and guarantees 0 0 

Taxes 

The Issuer's tax charge for the year ended 31 December 2015 was NOK 135 million, an effective tax rate of 

22 per cent., and an increase of NOK 56 million from 2014.  The tax expense increased mainly due to the 

unrealised gain on valuation adjustments to basis swaps, and are likely to reverse when these temporary 

valuation effects reverse.  The effective tax rate for 2014 was 28 per cent.  Effective tax rates for the quarters 

ended 31 March 2016 and 31 March 2015 were estimated at 25 and 27 per cent., respectively. 
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Assets and Liabilities 

Assets 

The components of the Issuer’s total assets as at 31 March 2017 and 31 March 2016 are shown in the 

following table: 

 31 March, 

Amounts in NOK 1000 2017 2016 

   

Lending to customers 175,654,209 172,626,526 

Bonds 39,834,119 45,244,165 

Lending to and deposits with credit 

institutions 

8,251,587 11,442,842 

Norwegian Government Treasury Bills 395,059 2,833,598 

Financial derivatives 25,160,358 36,047,126 

Deferred tax assets 3,005 0 

Other assets 1,703 2,571 

Total assets 249,300,040 268,196,829 

The components of the Issuer's total assets at 31 December 2016, 2015 and 2014 are shown in the following 

table: 

 

 

Year ended 31 December, 

Amounts in NOK 1000 2016 2015 2014 

    Lending to customers 174,463,203 169,338,988 161,205,282 

Bonds 40,558,209 42,113,662 19,880,949 

Lending to and deposits with credit 

institutions 

8,129,096 8,083,543 16,268,940 

Norwegian Government Treasury Bills 1,948,409 8,705,692 487,553 

Financial derivatives 27,150,388 40,947,743 29,746,665 

Other assets 1,543 3,671 4,468 

Total assets 252,250,848 269,193,299 227,593,858 

The Issuer's total assets at 31 December 2016 were NOK 252 billion, a 6.3 per cent. decrease compared to 

total assets of NOK 269 billion at 31 December 2015. 

The Issuer’s total assets as at 31 March 2017 were NOK 249 billion, a 7 per cent. decrease compared to total 

assets of NOK 268 billion as at 31 March 2016. 

The decrease in assets in both periods was due to a decrease in collateral received in derivatives transactions 

(financial swaps) as well as declines in the market value of the swaps themselves. The swaps are used to 

hedge the Issuer's market exposure to currency and interest rate changes.  Mortgage lending increased 

slightly.  Other changes in the balance sheet occurred as the Issuer operates with a banking regulatory 

requirement to hold liquid assets for upcoming debt redemptions, and the amount of liquid assets held for 

this purpose is determined by the amount of debt redemptions over the coming 12 months at any point in 

time. 

Net lending to customers 

Net lending to customers at 31 March 2017 was NOK 176 billion, representing an increase of NOK 3 billion, 

or 2 per cent., compared to the quarter ended 31 March 2016. 



 

 
0013726-0003830 ICM:27128339.10 72  
 

Net lending to customers at 31 December 2016 was NOK 174 billion, representing an increase of NOK 5 

billion, or 3 per cent., compared to the year ended 31 December 2015. 

Net lending to customers at 31 December 2015 was NOK 169 billion, representing an increase of NOK 8 

billion, or 5 per cent., compared to the period ended 31 December 2014. 

Liabilities and equity 

The components of the Issuer's total liabilities and equity as of 31 March 2017 and 2016 as well as 31 

December 2016, 2015 and 2014 are shown in the following table: 

 

    Year ended 31 December, 
 

31 March, 

 Amounts in NOK 1000 2017 2016 

 

2016 2015 2014 

Liabilities 

      Covered bonds (incl. 

cost of issuance and 

accrued interest)  212,822,181   220,439,708  

 

    213,056,583     218,853,602    188,719,491  

Collateral received under 

derivatives contracts  22,005,476   34,494,554  

 

     24,304,397       36,950,453      27,181,223  

Financial derivatives  1,514,308   428,169  

 

       1,781,221           690,315          825,043  

Deferred tax  208,816   370,561  

 

          208,816           370,561          234,604  

Tax payable  124,898   34,882  

 

          124,898                     -                    -  

Subordinated debt  1,603,633   2,434,192  

 

       1,603,778        2,434,380       1,954,262  

Other Liabilities 104,359 152,245  117,865 156,116 204,836 

Total liabilities 238,383,671 258,354,310 

 

241,197,558 259,455,427 219,119,459 

       Equity 

      Paid in equity capital         9,708,470           9,258,470  

 

       9,498,470        8,568,470       8,268,470  

Other paid in equity (not 

yet registered)                    -                       -    

 

          210,000           690,000  
 Hybrid capital         1,070,986  

  

       1,081,034  

  Accrued equity            149,836             374,328  

 

          149,836           374,328             2,039  

Net profit           -126,873             104,647  

 

                  -    

  Declared dividend            113,950             105,074             113,950           105,074          203,890  

Total equity     10,916,369        9,842,519  

 

   11,053,290      9,737,872     8,474,399  

        

Funding 

The Issuer's operations are mainly funded through proceeds from covered bonds, with smaller amounts 

coming from senior unsecured bonds, subordinated debt and equity.   

Issuing covered bonds is the purpose of the Issuer. Some bonds are issued in NOK, with a larger share issued 

in EUR and USD.  The issuance of senior and subordinated debt is derived from regulatory requirement 

(capital requirements) and ratings agencies’ requirements for cover pool overcollateralisation 

Debt securities issued 

Set out below is a breakdown by type of the Issuer's securities issued at 31 March 2017 and 2016, as well as 

December 2016, 2015 and 2014. 
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31 March, Year ended 31 December, 

Amounts in NOK 

1000 *   2017 2016 2016 2015 2014 

Issued bonds 

      NOK 

 

64,881,930 55,466,113 62,584,741 56,218,289 53,495,067 

EUR 

 

117,680,810 127,937,240 120,282,131 120,721,290 99,956,242 

USD 

 

29,988,418 36,746,640 29,922,726 41,625,965 35,001,278 

SEK 

 

271,023 289,715 266,985 288,058 266,905 

Total issued 

bonds   212,822,18 220,439,708 213,056,583 218,853,602 188,719,491 

* at book values 

      

Total debt securities issued as of 31 March 2017 were NOK 213 billion, a decrease of NOK 8 billion or 3.5 

per cent. from 31 March 2016.  This decrease is both due to the book value increase in foreign currency debt 

(corresponding hedging instruments are not included in the table above) and market issuance.  Total debt 

securities issued as of 31 December 2016 were NOK 213 billion, an decrease of NOK 6 billion or 2 per cent. 

from NOK 218 billion as of 31 December 2015.  The increase is due to the same reasons as for the quarter 

ended 31 March 2017.  The majority of the issued securities were issued as listed covered bonds, with a 

small amount of private placements.  Bonds are issued with both floating and fixed interest payments.  

Capital and Capital Adequacy 

The CRD IV regulations are in effect in Norway. The requirement for total capital for all banks is 15 per 

cent. of risk weighted assets from 1 July, 2016. As of year end 2015 the requirement for total capital was 

14.5 per cent.   

Banks and covered bond issuers in Norway are subject to a minimum floor for risk-weighted assets, despite 

the use of advanced internal ratings based (IRB) models to determine risk weightings.  Total risk-weighted 

assets may not be reduced below 80 per cent. of the level as determined under the previous Basel I rules. 

This means in practice that for covered bond issuers such as the Issuer, capital levels need to be increased 

significantly.  The levels are detailed in the line item in the below table titled "Difference in capital 

requirements due to Basel I floor".  Effectively, the Issuer’s risk weighting of mortgages is nearly 40 per 

cent. under the Basel I floor. 

Pursuant to the Shareholders' Agreement, the Shareholder Banks shall ensure that at all times the Issuer shall 

maintain a minimum Tier 1 capital ratio of 9 per cent. (see "Description of the Shareholders' Agreement and 

the Shareholder Note Purchase Agreement – Shareholders' Agreement – Tier 1 capital ratio" below). 

The following table provides a breakdown of the Issuer's total capital and total capital as a percentage of total 

risk-weighted volume as at 31 March 2017 and 2016 as well as 31 December 2016, 2015 and 2014. 

 

   Year ended 31 December, 

 

31 March, 

Amounts in NOK 1,000 2017 2016 2016 2015 2014 

Share capital 6,470,548 6,170,548 6,330,548 5,710,548 5,510,548 

Premium share fund 3,237,922 3,087,922 3,167,922 2,857,922 2,757,922 

Other equity capital 13,949 374,328 473,786 1,169,402 205,928 

Common equity 9,722,419 9,632,798 9,972,256 9,737,872 8,474,398 

Intangible assets -1,033 -1,665 -1,245 -1,880 -2,904 

Declared share dividend 0 0 -113,950 -105,074 -203,890 

100% deduction of expected losses 

exceeding loss provisions IRB (CRD IV) 

-325,545 -330,786 -322,613 -326,724 -272,755 

Prudent valuation adjustment (AVA) -66,904 -81,719 -71,438 -83,752 -50,940 



 

 
0013726-0003830 ICM:27128339.10 74  
 

Core equity capital 9,328,937 9,218,628 9,463,010 9,220,442 8,293,909 

Hybrid bond 1,080,000 830,000 1,080,000 830,000 350,000 

Tier 1 equity capital 10,408,937 10,048,628 10,543,010 10,050,442  

Supplementary capital (Tier 2) 1,600,000 1,600,000 1,600,000 1,600,000 1,600,000 

Total capital 12,008,937 11,648,628 12,143,010 11,650,442 9,893,909 

      Minimum requirements for capital           

Credit Risk 3,231,046 

      

3,198,838  3,173,049 3,122,194 2,894,117 

Market Risk 0 

                  

-  0 0 0 

Operational Risk 58,661 

          

52,871  52,871 41,779 35,713 

Depreciation of groups of loans 0 

                  

-  0 0 0 

CVA Risk 221,356 

        

131,080  109,651 165,228 148,400 

Difference in capital requirement due to 

Basel I transitional floor 2,422,646 

      

2,523,562  2,545,697 2,463,358 2,538,910 

Minimum required capital 5,933,709 5,906,350 5,881,268 5,792,559 5,617,140 

      Capital adequacy      

Risk-weighted assets incl. transitional 

floor 74,171,362     73,829,377 

    

72,406,991  

    

70,214,246  

    

70,214,246  

Capital coverage (%) 16.2 % 15.8 % 16.5 % 16.1 % 14.1 % 

Tier 1 capital coverage (%) 14.0 % 13.6 % 14.3 % 13.9 % 11.8 % 

Core Tier 1 capital coverage (%) 12.6 % 12.5 % 12.9 % 12.7 % 11.3 % 

Leverage ratio 4.3 %   4.4 %     
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MANAGEMENT OF THE ISSUER 

Management 

The management of the Issuer, their functions in relation to the Issuer and their principal outside activities (if 

any) of significance to the Issuer are as follows: 

 

Name Position 

Arve Austestad Managing Director  

Steven Simonsen Director, Chief Legal Officer 

Henning Nilsen Director, COO and ALM 

Eivind Hegelstad Director, CFO and Investor Relations 

The address of the members of the management of the Issuer, for the purposes of any communication related 

to the Issuer, is the registered address of the Issuer being PO Box 250, N-4066, Stavanger, Norway. 

There are no existing or potential conflicts of interest between any duties owed to the Issuer by its 

management (as described above) and the private interest and/or other external duties owed by these 

individuals. 

Board of Directors 

The Issuer's Board of Directors meets regularly and operates as a general management committee under 

supervision of the Committee of Representatives.  The members of the Board of Directors are:  

 

Name Position 

Kjell Fordal (chair) CFO, SpareBank 1 SMN 

Inge Reinertsen CFO, SpareBank 1 SR-Bank ASA 

Geir Egil Bolstad CFO, SpareBank 1 Østlandet 

Merete N. Kristiansen Chief Commercial Officer (CC), Nordlaks 

Inger M. S. Eriksen  Chief Legal Officer, Basale 

all of whom are Board members. 

● Dag Olav Uddu, Kari Gisnå and Stian Helgøy are all Deputy Board members who act as substitutes for 

relevant board members in their absence. 

A number of the Issuer's Board of Directors are employed by Shareholder Banks.  However, as each of the 

Shareholder Banks is a shareholder of the Issuer, and the Issuer's primary business is to issue Notes on behalf 

of, among others, the Shareholder Banks, the Issuer believes that conflicts of interest will not arise.  If a 

member of the Board of Directors were to have a material interest in a matter being considered by the Board 

of Directors or any of its Committees, such member would not participate in any discussions relating to, or 

any vote on, such matter pursuant to the Norwegian Private Limited Liability Companies Act and the 

Financial Services Act.  Accordingly, there are no existing or potential conflicts of interest between any 

duties owed to the Issuer by its Board of Directors (as described above) and the private interest and/or other 

external duties owed by these individuals. 

Pursuant to the Issuer's articles of association, the Board of Directors must consist of a minimum of four and 

a maximum of ten members elected by the General Meeting for a period of two years, as well as any deputy 

members deemed necessary by the General Meeting.  The members can be re-elected.  The Chairperson of 

the Board of Directors and the Deputy Chairperson are also elected by the General Meeting. 

The Chairperson ensures that the Board of Directors meets as often as the Issuer's business necessitates, or at 

the request of a member of the Board of Directors. 
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The Board of Directors is in charge of the Issuer's operations and its duties include: 

● Making decisions on the provision of loans.  

● Making decisions on the approval of credit lines and the provision of guarantees, as well as determining 

the relevant terms of the foregoing. 

● Deciding on the investment of applicable assets. 

● Granting general powers of attorney or special powers of attorney. 

● Appointing the Chief Executive Officer. 

The Chief Executive is in charge of the daily operations of the Issuer's business in accordance with 

instructions determined by the Board of Directors. 

Nomination Committee 

A Nomination Committee is elected by the Shareholders at a General Meeting of the Issuer.  According to 

the articles of association of the Issuer, the Nomination Committee prepares any election carried out at the 

General Meeting or by the Committee of Representatives.  

The Nomination Committee consists of the following members: 

 

Odd Einar Folland  

Richard Heiberg  

Tor-Arne Solbakken  

The business address for each of the persons listed above is the registered office of the Issuer. 

External Auditor 

An external auditor is appointed by the Committee of Representatives.  The external auditor performs the 

statutory confirmation of the financial information provided by the Issuer in its public accounts.  The 

external auditor attends the meetings of the Board of Directors at which the annual accounts are reviewed. 

The external auditor has not provided the Issuer with non-audit services of any significance.  Any such 

services from the external auditor must comply with sections 4-5 of the Norwegian Auditors Act.  

The current external auditor is Deloitte AS. 

Internal audit 

Internal audit is a tool for the Board of Directors and management to ensure that the risk management 

process is goal-orientated, effective and functions as anticipated.  The Issuer's internal audit function has 

been outsourced and is performed by KPMG AS. 

The internal auditor reports to the Board of Directors and its reports and recommendations relating to 

improvements in the Issuer's risk management are constantly reviewed and implemented. 
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INVESTOR REPORT STRATIFICATION TABLES 

The following information has been sourced from the most recent investor report published by the Issuer 

dated 31 March 2017 (the 2017 Q1 Investor Report) and is compiled by reference to the Mortgage Loans in 

the Cover Pool as at 31 March 2017.  SpareBank 1 Boligkreditt AS is labelled covered bond issuer and a key 

component of this is complying with the reporting template of the label.  A Harmonized Transparency 

Template (HTT) of the Label can be found on the Issuer’s website (www.spabol.no) under Cover Pool 

Statistics. 

The 2017 Q1 Investor Report has not been audited.  Furthermore, the 2017 Q1 Investor Report has not been 

updated since the date of the 2017 Q1 Investor Report and may no longer be a true reflection of the Cover 

Pool.  The following information does not include any new Mortgage Loans sold into the Cover Pool since 

the date of the 2017 Q1 Investor Report and it does not reflect any redemption or sales out of the Cover Pool 

since the date of the 2017 Q1 Investor Report.  However, such new Mortgage Loans will be sold into the 

Cover Pool from time to time in accordance with the relevant Transfer and Servicing Agreement and the 

eligibility criteria. 

 

Portfolio Characteristics     

Total Outstanding Current Balance of Mortgages in the Portfolio NOK 175,437,852,756 

Number of Mortgages in Pool   130,920 

Average Loan Balance   NOK 1,340,039 

Weighted Average Current LTV (Indexed) (%)   49.7 % 

Weighted Average Original LTV (Non-Indexed) (%)   59.6 % 

Weighted Average Current Seasoning (in Months)   40.2 

Weighted Average Interest Rate (%)   2.7 % 

Weighted Average remaining term of Mortgages (in Months) 258.0 

Weighted Average remaining term of Covered Bonds (in Months) 44.5 

Percentage of non first lien mortgages in the pool   0.0 % 

Cover Pool (as per the financial statements)   NOK 201,495,663,305 

Covered Bonds Outstanding (as per the financial statements) NOK 184,196,274,342 

Percentage Substitute Assets (as per the financial statements) 12.0 % 

Overcollateralisation (as per the financial statements)   109.4 % 

Overcollateralisation if house prices drop by 15%   107.6 % 

 

Current Arrears Breakdown Number % of Total Number Amount 
% of Total 
Amount 

Current         

0 < month arrears <= 1 * 269  0.21% NOK 429,002,542 0.24% 

1 < months arrears <= 2 8  0.01% NOK 7,824,270 0.00% 

2 < months arrears <= 3 0  0.00% NOK 0 0.00% 

> 3 months arrears 0  0.00% NOK 0 0.00% 

Total 277  0.21% NOK 436,826,812 0.25% 

* 0 < month arrears <= 1, starts after 10 days         
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Current Arrears Breakdown (by Indexed LTV) Number % of Total Number Amount 
% of Total 
Amount 

0 < month arrears <= 1, LTV <= 75% 255  0.19% NOK 402,747,659 0.23% 

1 < months arrears <= 2, LTV <= 75% 8  0.01% NOK 7,824,270 0.00% 

2 < months arrears <= 3, LTV <= 75% 0  0.00% NOK 0 0.00% 

> 3 months arrears, LTV <= 75% 0  0.00% NOK 0 0.00% 

0 < month arrears <= 1, LTV > 75% 14  0.01% NOK 26,254,883 0.01% 

1 < months arrears <= 2, LTV > 75% 0  0.00% NOK 0 0.00% 

2 < months arrears <= 3, LTV > 75% 0  0.00% NOK 0 0.00% 

> 3 months arrears, LTV > 75% 0  0.00% NOK 0 0.00% 

Total 277  0.21% NOK 436,826,812 0.25% 

* 0 < month arrears <= 1, starts after 10 days 
    

 

Current LTV (Indexed) Number 
% of Total 
Number Amount 

% of Total 
Amount 

0 <= x <= 30% 40,225  30.72% NOK 25,849,061,248 14.73% 

30 < x <= 35% 9,237  7.06% NOK 10,610,877,567 6.05% 

35 < x <= 40% 9,756  7.45% NOK 12,553,805,097 7.16% 

40 < x <= 45% 10,527  8.04% NOK 14,891,561,916 8.49% 

45 < x <= 50% 11,731  8.96% NOK 18,320,511,872 10.44% 

50 < x <= 55% 12,280  9.38% NOK 20,757,962,089 11.83% 

55 < x <= 60% 11,924  9.11% NOK 21,707,960,114 12.37% 

60 < x <= 65% 8,890  6.79% NOK 17,082,826,064 9.74% 

65 < x <= 70% 7,020  5.36% NOK 13,847,551,254 7.89% 

70 < x <= 75% 5,722  4.37% NOK 11,938,735,432 6.81% 

75 < x <= 80% 1,900  1.45% NOK 4,185,030,588 2.39% 

80 < x <= 85% 878  0.67% NOK 1,916,841,590 1.09% 

85 < x <= 90% 389  0.30% NOK 842,498,606 0.48% 

x>90 441  0.34% NOK 932,629,320 0.53% 

Total 130,920  100% NOK 175,437,852,756 100% 

 

Original LTV (Non-Indexed) Number 
% of Total 
Number Amount 

% of Total 
Amount 

0 <= x <= 30% 19,944  15.23% NOK 9,779,543,026 5.57% 

30 < x <= 35% 5,925  4.53% NOK 4,705,388,666 2.68% 

35 < x <= 40% 6,613  5.05% NOK 6,151,778,726 3.51% 

40 < x <= 45% 6,706  5.12% NOK 7,267,375,647 4.14% 

45 < x <= 50% 7,919  6.05% NOK 9,442,572,957 5.38% 

50 < x <= 55% 8,350  6.38% NOK 11,042,242,396 6.29% 

55 < x <= 60% 20,093  15.35% NOK 31,371,754,924 17.88% 

60 < x <= 65% 8,759  6.69% NOK 13,358,200,300 7.61% 

65 < x <= 70% 29,266  22.35% NOK 52,186,914,249 29.75% 

70 < x <= 75% 17,345  13.25% NOK 30,132,081,864 17.18% 

75 < x <= 80% 0  0.00% NOK 0 0.00% 

80 < x <= 85% 0  0.00% NOK 0 0.00% 

85 < x <= 90% 0  0.00% NOK 0 0.00% 

x>90 0  0.00% NOK 0 0.00% 

Total 130,920  100% NOK 175,437,852,756 100% 
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Regional Distribution Number 
% of Total 
Number Amount 

% of Total 
Amount 

AKERSHUS 10,461  7.99% NOK 19,383,362,107 11.05% 

AUST AGDER 314  0.24% NOK 444,759,150 0.25% 

BUSKERUD 8,623  6.59% NOK 10,499,488,655 5.98% 

FINNMARK 3,881  2.96% NOK 4,207,188,448 2.40% 

HEDMARK 14,502  11.08% NOK 13,169,048,222 7.51% 

HORDALAND 1,916  1.46% NOK 3,283,357,889 1.87% 

MØRE OG ROMSDAL 8,063  6.16% NOK 10,387,586,913 5.92% 

NORD TRØNDELAG 7,751  5.92% NOK 7,766,444,485 4.43% 

NORDLAND 8,904  6.80% NOK 10,087,163,228 5.75% 

OPPLAND 4,995  3.82% NOK 5,321,971,338 3.03% 

OSLO 11,221  8.57% NOK 19,373,019,858 11.04% 

ROGALAND 11,313  8.64% NOK 20,017,571,857 11.41% 

SOGN OG FJORDANE 278  0.21% NOK 365,933,058 0.21% 

SPITSBERGEN 30  0.02% NOK 43,753,084 0.02% 

SØR TRØNDELAG 12,500  9.55% NOK 18,945,902,158 10.80% 

TELEMARK 6,205  4.74% NOK 6,498,848,438 3.70% 

TROMS 7,969  6.09% NOK 9,944,300,922 5.67% 

VEST AGDER 1,246  0.95% NOK 1,753,318,428 1.00% 

VESTFOLD 5,937  4.53% NOK 7,334,301,940 4.18% 

ØSTFOLD 4,811  3.67% NOK 6,610,532,578 3.77% 

Total 130,920  100% NOK 175,437,852,756 100% 

 

Repayment Type Number 
% of Total 
Number Amount 

% of Total 
Amount 

Repayment 88,332  67.47% NOK 122,351,850,920 69.74% 

Revolving 42,588  32.53% NOK 53,086,001,836 30.26% 

[Other]         

Total 130,920  100% NOK 175,437,852,756 100% 

 

Seasoning in Months Number % of Total Number Amount % of Total Amount 

0 <= x <= 12 13,796  10.54% NOK 26,104,297,011 14.88% 

12 < x <= 18 12,950  9.89% NOK 22,079,403,673 12.59% 

18 < x <= 24 13,373  10.21% NOK 20,736,817,313 11.82% 

24 < x <= 30 10,386  7.93% NOK 16,269,100,236 9.27% 

30 < x <= 36 8,953  6.84% NOK 12,711,878,519 7.25% 

36 < x <= 42 7,634  5.83% NOK 10,242,342,717 5.84% 

42 < x <= 48 8,874  6.78% NOK 11,601,650,891 6.61% 

48 < x <= 54 7,510  5.74% NOK 9,464,317,825 5.39% 

x > 54 47,444  36.24% NOK 46,228,044,569 26.35% 

Total 130,920  100% NOK 175,437,852,756 100% 
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Remaining Term in Months Number 
% of Total 
Number Amount 

% of Total 
Amount 

0 <= x <= 36 2,670  2.04% NOK 442,818,610 0.25% 

36 < x <= 72 4,467  3.41% NOK 1,556,968,697 0.89% 

72 < x <= 108 5,527  4.22% NOK 3,100,053,197 1.77% 

108 < x <= 144 5,648  4.31% NOK 4,494,729,871 2.56% 

144 < x <= 180 10,226  7.81% NOK 9,987,913,292 5.69% 

180< x <= 216 15,901  12.15% NOK 17,152,941,852 9.78% 

216 < x <= 252 23,976  18.31% NOK 30,656,769,829 17.47% 

252 < x <= 288 34,026  25.99% NOK 52,309,004,615 29.82% 

288 < x <= 324 17,595  13.44% NOK 31,570,714,021 18.00% 

324 < x <= 360 10,773  8.23% NOK 23,933,412,812 13.64% 

x > 360 111  0.08% NOK 232,525,961 0.13% 

Total 130,920  100% NOK 175,437,852,756 100% 

 

Mortgage Size NOK Number 
% of Total 
Number Amount 

% of Total 
Amount 

0 <= x <= 300 000 14,402  11.00% NOK 2,660,026,959 1.52% 

300 000 < x <= 400 000 7,143  5.46% NOK 2,514,143,435 1.43% 

400 000 < x <= 500 000 7,063  5.39% NOK 3,201,917,066 1.83% 

500 000 < x <= 750 000 15,297  11.68% NOK 9,555,484,268 5.45% 

750 000 < x <= 1 000 000 14,199  10.85% NOK 12,482,259,448 7.11% 

1 000 000 < x <= 1 500 000 26,522  20.26% NOK 33,200,490,475 18.92% 

1 500 000 < x <= 2 000 000 19,727  15.07% NOK 34,316,331,432 19.56% 

2 000 000 < x <= 3 000 000 18,234  13.93% NOK 44,183,734,707 25.18% 

x > 3 000 000 8,333  6.36% NOK 33,323,464,966 18.99% 

Total 130,920  100% NOK 175,437,852,756 100% 

 

Mortgage Payment Frequency Number 
% of Total 
Number Amount 

% of Total 
Amount 

Annually 74  0.06% NOK 125,148,891 0.07% 

Bi-monthly 4  0.00% NOK 5,983,514 0.00% 

Monthly 130,086  99.36% NOK 174,680,387,626 99.57% 

Quarterly 528  0.40% NOK 438,111,604 0.25% 

Semi-Annually 223  0.17% NOK 182,915,002 0.10% 

Tri-annually 5  0.00% NOK 5,306,119 0.00% 

Total 130,920  100% NOK 175,437,852,756 100% 

 

Interest Payment Type Number 
% of Total 
Number Amount 

% of Total 
Amount 

Fixed         

Variable 130,920  100.00% NOK 175,437,852,756 100.00% 

Tracker         

Capped         

[Other]         

Total 130,920  100% NOK 175,437,852,756 100% 
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10 Largest Loans Number Type of loan Amount % of Total Amount 

1 1  Private residential mortgage NOK 12,000,000 0.007 % 

2 1  Private residential mortgage NOK 12,000,000 0.007 % 

3 1  Private residential mortgage NOK 12,000,000 0.007 % 

4 1  Private residential mortgage NOK 12,000,000 0.007 % 

5 1  Private residential mortgage NOK 11,993,711 0.007 % 

6 1  Private residential mortgage NOK 11,735,000 0.007 % 

7 1  Private residential mortgage NOK 11,589,168 0.007 % 

8 1  Private residential mortgage NOK 11,500,000 0.007 % 

9 1  Private residential mortgage NOK 11,500,000 0.007 % 

10 1  Private residential mortgage NOK 11,297,578 0.006 % 

Total                     10    NOK 117,615,457 0.067 % 

 

Substitute collateral ** Total balance (NOK) 

Total balance 26,004,074,330 

Currency breakdown (in NOK)   

   Total NOK 17,585,993,450 

   Total EUR 8,415,890,785 

   Total SEK                                -    

   Total USD 2,190,095 

By Type of Exposure:   

   Government debt                                -    

   Sub Sovereign & Agency              2,153,895,424  

   Covered Bond             23,234,975,031  

   Deposit 615,203,874 
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Bond Name/ Counterparty ISIN Exposure type Rating * Currency Currency Amt NOK amount 

City of Gothenburg XS1356971769 Gov't Guaranteed AAA / Aaa / AAA NOK 
 100,000,000  100,000,000 

CITY OF STOCKHOLM XS1190992930 Gov't Guaranteed AAA / Aaa / AAA NOK 
 50,000,000  50,000,000 

DANSKE BANK A/S NO0010713902 Covered Bond AAA / -- / AAA NOK 
 210,000,000  210,000,000 

DANSKE BANK A/S NO0010765670 Covered Bond AAA / -- / AAA NOK 
 100,000,000  100,000,000 

DANSKE BANK A/S NO0010771082 Covered Bond AAA / -- / AAA NOK 
 190,000,000  190,000,000 

DANSKE BANK A/S XS0896159257 Covered Bond AAA / -- / AAA EUR 
 5,000,000  45,918,000 

DnB Boligkreditt AS NO0010503931 Covered Bond -- / Aaa / AAA NOK 
 75,000,000  75,000,000 

DnB Boligkreditt AS NO0010503931 Covered Bond -- / Aaa / AAA NOK 
 100,000,000  100,000,000 

DnB Boligkreditt AS NO0010622087 Covered Bond -- / Aaa / AAA NOK 
 488,000,000  488,000,000 

DnB Boligkreditt AS NO0010664394 Covered Bond -- / Aaa / AAA NOK 
 618,000,000  618,000,000 

DnB Boligkreditt AS NO0010669864 Covered Bond -- / Aaa / AAA NOK 
 33,000,000  33,000,000 

DnB Boligkreditt AS NO0010672405 Covered Bond -- / Aaa / AAA NOK 
 200,000,000  200,000,000 

DnB Boligkreditt AS NO0010721111 Covered Bond -- / Aaa / AAA NOK 
 90,000,000  90,000,000 

DnB Boligkreditt AS NX0010723471 Covered Bond -- / Aaa / AAA NOK 
 300,000,000  300,000,000 

DnB Boligkreditt AS XS1308759718 Covered Bond -- / Aaa / AAA EUR 
20,000,000 183,672,000 

DnB Boligkreditt AS XS1396253236 Covered Bond -- / Aaa / AAA EUR 
 5,000,000  45,918,000 

DnB Boligkreditt AS XS1548410080 Covered Bond -- / Aaa / AAA EUR 
 15,000,000  137,754,000 

Eika Boligkreditt AS NO0010502149 Covered Bond - / Aa1 / -- NOK 
 10,000,000  10,000,000 

Eika Boligkreditt AS NO0010612039 Covered Bond - / Aa1 / -- NOK 
 1,254,500,000  1,254,500,000 

Eika Boligkreditt AS NO0010648892 Covered Bond - / Aa1 / -- NOK 
 245,000,000  245,000,000 

Eika Boligkreditt AS NO0010663727 Covered Bond - / Aa1 / -- NOK 
 25,000,000  25,000,000 

Eika Boligkreditt AS NO0010732258 Covered Bond - / Aa1 / -- NOK 
 100,000,000  100,000,000 

Eika Boligkreditt AS NO0010775190 Covered Bond - / Aa1 / -- NOK 
335,000,000 335,000,000 

Eika Boligkreditt AS XS0851683473 Covered Bond - / Aa1 / -- EUR 
 15,000,000  137,754,000 

Eika Boligkreditt AS XS0881369770 Covered Bond - / Aa1 / -- EUR 
 22,300,000  204,794,280 

Eika Boligkreditt AS XS1044766191 Covered Bond - / Aa1 / -- EUR 
 10,000,000  91,836,000 

Eika Boligkreditt AS XS1397054245 Covered Bond - / Aa1 / -- EUR 
 26,000,000  238,773,600 

KFW Bankengruppe DE000A1K0UG6 Gov't Guaranteed AAA / Aaa / AAA EUR 
 5,000,000  45,918,000 

KFW Bankengruppe DE000A1RET15 Gov't Guaranteed AAA / Aaa / AAA EUR 
 11,000,000  101,019,600 

KFW Bankengruppe DX000A168Y14 Gov't Guaranteed AAA / Aaa / AAA EUR 
 80,000,000  734,688,000 

KFW Bankengruppe NO0010452287 Gov't Guaranteed AAA / Aaa / AAA NOK 
 59,000,000  59,000,000 

KFW Bankengruppe NO0010503741 Gov't Guaranteed AAA / Aaa / AAA NOK 
 100,000,000  100,000,000 

KFW Bankengruppe XS1087815483 Gov't Guaranteed AAA / Aaa / AAA EUR 
 80,000,000  734,688,000 

KLP Kommunekreditt NO0010716780 Covered Bond -- / Aaa / -- NOK 
 50,000,000  50,000,000 

KLP Kommunekreditt NO0010719974 Covered Bond -- / Aaa / -- NOK 
 25,000,000  25,000,000 

KLP Kommunekreditt NO0010751928 Covered Bond -- / Aaa / -- NOK 
330,000,000 330,000,000 

KLP Kommunekreditt NO0010764046 Covered Bond -- / Aaa / -- NOK 
110,000,000 110,000,000 

KLP Kommunekreditt NO0010774474 Covered Bond -- / Aaa / -- NOK 
 400,000,000  400,000,000 

Landwirtschaftliche Rentenbank NO0010708399 Gov't Guaranteed AAA / Aaa / AAA NOK 
 125,000,000  125,000,000 

Møre Boligkreditt AS NO0010777584 Covered Bond -- / Aaa / -- NOK 
 100,000,000  100,000,000 

Møre Boligkreditt AS NX0010696990 Covered Bond -- / Aaa / -- NOK 
 150,000,000  150,000,000 

Nordea Bank AB XS0731649660 Covered Bond - / Aaa / -- EUR 
 21,000,000  192,855,600 

Nordea Bank AB XS0874351728 Covered Bond -- / Aaa / - EUR 
 80,000,000  734,688,000 

Nordea Bank AB XS1014673849 Covered Bond -- / Aaa / - EUR 
 10,000,000  91,836,000 

Nordea Eiendomskreditt NO0010583941 Covered Bond -- / Aaa / - NOK 
 40,000,000  40,000,000 

Nordea Eiendomskreditt NO0010636574 Covered Bond -- / Aaa / - NOK 
 105,000,000  105,000,000 

Nordea Eiendomskreditt NO0010647241 Covered Bond -- / Aaa / - NOK 
 1,843,000,000  1,843,000,000 

Nordea Eiendomskreditt NO0010674971 Covered Bond -- / Aaa / - NOK 
 763,000,000  763,000,000 

Nordea Eiendomskreditt NO0010703531 Covered Bond -- / Aaa / - NOK 
 1,914,000,000  1,914,000,000 

Nordea Eiendomskreditt NO0010729817 Covered Bond -- / Aaa / - NOK 
 1,790,000,000  1,790,000,000 

Nordea Eiendomskreditt NO0010759632 Covered Bond -- / Aaa / - NOK 
 770,000,000  770,000,000 

OP Mortgage Bank XS0646202407 Covered Bond -- / Aaa / AAA EUR 
 10,000,000  91,836,000 

OP Mortgage Bank XS1285892870 Covered Bond -- / Aaa / AAA EUR 
 9,000,000  82,652,400 

OP Mortgage Bank XS1324085569 Covered Bond -- / Aaa / AAA EUR 
 11,000,000  101,019,600 

Rentenbank XS0332675502 Gov't Guaranteed AAA / Aaa / AAA EUR 
 8,305,000  76,269,798 
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Rentenbank XS0538385294 Gov't Guaranteed AAA / Aaa / AAA EUR 
 2,974,000  27,312,026 

Skandinaviska Enskilda Bank XS0548881555 Covered Bond - / Aaa / - EUR 
 5,000,000  45,918,000 

Skandinaviska Enskilda Bank XS0894500981 Covered Bond - / Aaa / - EUR 
 2,000,000  18,367,200 

Skandinaviska Enskilda Bank XS0988357090 Covered Bond - / Aaa / - EUR 
 5,000,000  45,918,000 

Skandinaviska Enskilda Bank XS1314150878 Covered Bond - / Aaa / - EUR 
 15,000,000  137,754,000 

Skandinaviska Enskilda Bank XS1362319284 Covered Bond - / Aaa / -- EUR 
 76,562,000  703,114,783 

Sparebanken Sør Boligkreditt AS NO0010673296 Covered Bond - / Aaa / -- NOK 
 200,000,000  200,000,000 

Sparebanken Vest Boligkreditt NO0010646078 Covered Bond - / Aaa / -- NOK 
 498,000,000  498,000,000 

Sparebanken Vest Boligkreditt NO0010695075 Covered Bond - / Aaa / -- NOK 
 110,000,000  110,000,000 

Sparebanken Vest Boligkreditt NO0010748338 Covered Bond - / Aaa / -- NOK 
 880,000,000  880,000,000 

Sparebanken Vest Boligkreditt NO0010777253 Covered Bond - / Aaa / -- NOK 
 675,000,000  675,000,000 

Sparebanken Vest Boligkreditt XS0969571065 Covered Bond - / Aaa / -- EUR 
5,000,000 45,918,000 

Sparebanken Vest Boligkreditt XS1373992616 Covered Bond - / Aaa / -- EUR 
 15,700,000  144,182,520 

Stadshypotek NO0010646847 Covered Bond - / Aaa / -- NOK 
 322,000,000  322,000,000 

Stadshypotek NO0010673155 Covered Bond - / Aaa / -- NOK 
 149,000,000  149,000,000 

Stadshypotek NO0010712953 Covered Bond - / Aaa / -- NOK 
 65,000,000  65,000,000 

Stadshypotek NO0010762685 Covered Bond - / Aaa / -- NOK 
 50,000,000  50,000,000 

Stadshypotek NX0010755275 Covered Bond - / Aaa / -- NOK 
 830,000,000  830,000,000 

Stadshypotek XS0906516256 Covered Bond - / Aaa / -- EUR 
 16,000,000  146,937,600 

Stadshypotek XS0987101242 Covered Bond - / Aaa / -- EUR 
 15,000,000  137,754,000 

Stadshypotek XS1050552006 Covered Bond - / Aaa / -- EUR 
 98,000,000  899,992,800 

Stadshypotek XS1324397964 Covered Bond - / Aaa / -- EUR 
 52,380,000  481,036,968 

Stadshypotek XS1368543135 Covered Bond - / Aaa / -- EUR 
 26,100,000  239,691,960 

Stadshypotek XS1435031270 Covered Bond - / Aaa / -- EUR 
 82,900,000  761,320,440 

Swedish Covered Bond 
Corporation 

XS1117542412 Covered Bond - / Aaa / -- EUR 
 47,300,000  434,384,280 

Swedish Covered Bond 
Corporation 

XS1300812077 Covered Bond - / Aaa / -- EUR 
 7,500,000  68,877,000 

     
  

Sparebank 1 SR-Bank  Deposit A- / A1 / -- NOK 
555,947,409 555,947,409 

Sparebank 1 SR-Bank  Deposit A- / A1 / -- EUR 
3,520,330 3,520,330 

Sparebank 1 SR-Bank  Deposit A- / A1 / -- USD 
2,190,095 2,190,095 

Skandinaviska Enskilda Bank 
Oslo 

 Deposit AA- / Aa3 / A+ NOK 
51,116,540 51,116,540 

Swedbank  Deposit AA- / Aa3 / AA- NOK 
2,429,501 2,429,501 

  
   

  

     
 

26,004,074,330 
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MORTGAGE ORIGINATION, ELIGIBILITY AND SERVICING 

Mortgage Products 

Residential mortgage loans (Mortgage Loans) originated by SpareBank 1 banks and certain other 

Norwegian banks (together, the Originators) may be transferred to the Issuer and form part of the Cover 

Pool, provided that such Mortgage Loans constitute Eligible Loans (as defined below).   

An Originator may not necessarily be a member of the SpareBank 1 alliance, and any Originator which 

becomes a member of the SpareBank 1 alliance may take some time to fully implement the SpareBank 1 

alliance origination and servicing procedures as set out below.  In either case, such Originators will have the 

same information technology system infrastructure as the SpareBank 1 alliance as provided by EVRY ASA.  

Until such Originators have adopted the SpareBank 1 alliance scoring system, the Issuer may decide that 

such Originator's own scoring system is comparable for the purposes of the Scorecard.  Mortgage Loans 

originated by such Originators will, in any event, not be purchased by the Issuer unless they meet the Issuer's 

eligibility criteria.    

As at the date of this Base Prospectus, each of the Originators is a SpareBank 1 bank, or owned by such 

banks (i.e. BN Bank ASA).  The descriptions of the Originators' products and processes in this section relate 

to the products and processes of the Originators as at the date of this Base Prospectus, which are subject to 

change from time to time. 

General Mortgage Loan Features 

The Mortgage Loans originated by the Originators are mainly standard variable rate mortgage loans (such 

rates being set on the basis of the individual borrower's credit history and the funding costs for the relevant 

Originator) but fixed rate Mortgage Loans are also originated (although such Mortgage Loans will not be 

Eligible Loans, in accordance with the credit policy of the Issuer). 

The Mortgage Loans originated by the SpareBank 1 banks have the following key features (although not all 

such Mortgage Loans will be Eligible Loans): 

● purpose of loans – a Mortgage Loan may be for the purposes of purchasing or refinancing a residential 

property – typically this will be a primary residence, but it could also be for a second home or a leisure 

property owned by the borrower; 

● additional advances – certain Mortgage Loans (known as "flexible loans", i.e. revolving credit loans) 

allow the customer to leave all or a portion of the Mortgage Loan undrawn at the point of origination.  

The undrawn portion may be drawn at a later date from time to time within the agreed term of the 

Mortgage Loan and provided the customer has not previously defaulted under the Mortgage Loan; 

● repayment profile – the Mortgage Loans may be annuity or serial repayment loans.  In certain 

circumstances, an interest-free period may be established within the repayment profile, typically at the 

start of the Mortgage Loan's term; 

● prepayment – all variable rate Mortgage Loans contain the option for the borrower to make prepayments 

of all or part of the Mortgage Loan without incurring any prepayment fee;  

● other fees – small fees are charged to the borrower upon the origination of the Mortgage Loan and on 

each monthly payment date; 

● interest accrual – interest on a Mortgage Loan accrues daily; 

● maturity of a Mortgage Loan – the life of a Mortgage Loan may vary, but the typical maturity is 20 or 25 

years and the historically observed, typical weighted average life of a Mortgage Loan (which depends on 

the borrower's repayment behaviour) has been three years; and 
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● nature of customers – the Originators have a large number of return customers, giving them an improved 

understanding of the credit risks associated with such customers (subject to legal restrictions on retention 

of data described below).  In addition, a high proportion of each bank's customers reside in the bank's 

operating regions allowing them to leverage their knowledge of the local housing market and minimise 

fraud.  The share of online applications is currently low and a meeting with an adviser can be arranged to 

supplement information supplied online, again minimising the risk of fraud. 

The required monthly payments due from borrowers in connection with the Mortgage Loans may vary from 

month to month for various reasons, including changes in the standard variable interest rate. 

All borrowers in respect of the Mortgage Loans make monthly payments to a designated account in the 

Issuer's name at the Originator bank which originated and is servicing the relevant Mortgage Loan.  This 

account is swept daily (overnight) into a central account in the Issuer's name (this account also forms part of 

the Cover Pool).  Borrowers typically (in nearly all cases) pay by direct debit. 

Each Mortgage Loan is secured by way of a standard format mortgage document (pantedokument) 

stipulating the amount which is secured by the mortgage document and which is registered on the mortgaged 

property in the official Norwegian Real Property Registry.  Each Mortgage Loan and each mortgage 

document is subject to Norwegian law.  

Mortgage Origination 

Since 1996, the SpareBank 1 banks have coordinated most of the processes relating to mortgage origination, 

credit approval and servicing.  As a result, the process for underwriting Mortgage Loans to retail customers 

is similar across the SpareBank 1 alliance and each of the Originators uses similar systems and models as 

part of its underwriting process.  The Issuer can, but does not, originate Mortgage Loans directly.  

When a customer contacts an Originator for a mortgage application, the following steps are carried out in the 

following order by each of the Originators as part of the mortgage origination process.  The standards and 

procedures of the Originators are subject to change (for example to reflect changes in the business 

environment). 

1. Customer and Product Information 

The customer's personal details are recorded on a central database shared by the Originators together with the 

customer's requirements for the mortgage loan, such as the amount and preferred maturity.  No 

intermediaries are used in the origination procedure, and the Originators do not outsource any aspect of the 

origination or administration of the Mortgage Loans, save as disclosed in this Base Prospectus. 

2. Rating and Classification 

The customer service representative gathers information from the customer and applies a centralised scoring 

algorithm (the Scorecard) that uses data from an internal database for performance history and account 

information and an external database containing filed income and tax assessment data and payment default 

information.   

The Scorecard consists of 12 variables measuring customer income, net worth and borrowing behaviour.  

The weighting given to each of these variables will depend on whether or not the customer is a new 

mortgage loan customer and whether or not the customer has a history of arrears or other payment defaults 

(either in respect of a loan granted by a SpareBank 1 bank or another financial undertaking).  However, 

Norwegian financial undertakings are not permitted to store such information beyond four years by the Data 

Inspectorate of Norway, which issues licences for storing data information about customers. 

The Scorecard data is processed through an algorithm (credit assessment model) and each customer is 

assigned a rating from A to K indicating his or her probability of default (with A being the rating carrying 
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the least risk).  Only Mortgage Loans rated A through F are acceptable to the Issuer for sale and transfer 

from the relevant Originator to the Cover Pool.   

The customer rating is carried out both at the point of origination and each month thereafter for the life of the 

relevant Mortgage Loan.  Accordingly the process also constitutes a key management and monitoring tool 

both in respect of the Cover Pool and individual borrowers. 

The Scorecard algorithm is reviewed on a regular basis by the SpareBank 1 banks to identify areas for 

improvement. 

3. Test of Debt Servicing Capacity 

Customers with certain characteristics (such as a particular debt to income multiple or overall loan size) are 

also subject to a test of their debt servicing capacity.  Debt servicing capacity is evaluated using a national 

model (known as the SIFO model, developed by the Norwegian government's National Institute for 

Consumer Research) based on the net income and expenses of the applicant's household.  An applicant's debt 

servicing capacity is also calculated on the basis of the applicant's total assets and debts and the cost of 

financing.  The Originators take into account a stressed scenario for affordability and consider the applicant's 

ability to handle interest rate increases of up to several percentage points.  

4. Collateral Valuation 

The valuation of the residential property which is pledged as security for a Mortgage Loan is often the 

transaction value (in those cases where a house purchase is financed by the Mortgage Loan) because 

transactions in Norway take the form of an open market auction and so provide a sufficiently adequate 

indication of market value.  When a new Mortgage Loan is originated without a sale of the property (a 

refinancing), the valuation is performed by an independent source, which could be a licensed valuer or a 

licensed real estate agent with sufficient local market knowledge.  A valuation for a refinancing transaction 

could also be provided by Eiendomsverdi AS (a leading Norwegian provider of property valuations) through 

the use of an automated valuation model.  Eiendomsverdi AS's data covers all property transactions in 

Norway since the mid-1990s and its databases are linked to those of most real estate agents in Norway.  

SpareBank 1 Gruppen AS, a company owned by banks in the SpareBank 1 alliance, owns 18.79 per cent. of 

Eiendomsverdi AS, three other banks and banking groups in Norway also each own a 18.79 per cent. share 

and Eiendomsverdi AS's management owns the remaining shares. 

Valuations in the cover pool are subsequently tested and evaluated quarterly by Eiendomsverdi AS and this 

forms the basis of the measurement of loan-to-value over time for the Cover Pool. 

If there is a large discrepancy between the estimate of the independent valuer and that of Eiendomsverdi AS, 

the independent valuer may be contacted to establish the authenticity and quality of the estimate.  If there is 

still doubt regarding the estimate following communication with the independent valuer, another 

independent valuer may be consulted. 

The independent appraisal of the real estate assets securing Mortgage Loans acquired by the Issuer is a legal 

requirement pursuant to Norwegian covered bond legislation.  The requirement extends to documenting by 

whom and under what assumptions the valuation was conducted.  According to the Issuer's credit policy, the 

valuation cannot be older than 24 months at the date on which the Issuer acquires the Mortgage Loan.  As 

part of its independent appraisal, the Issuer will refer to the purchase price for the relevant property 

(provided the transaction took place within the previous 24 months), appraisals provided by licensed 

appraisers and estimates from registered estate agents (provided such estate agents appear on the SpareBank 

1 alliance approved list) as well as valuations from Eiendomsverdi, but any valuation estimates from the 

SpareBank 1 banks themselves are not considered independent and are therefore insufficient to satisfy this 

legal requirement.   

The ongoing quarterly testing of the valuation of the underlying collateral performed by the Issuer via 

Eiendomsverdi AS is not a legal requirement.  However, covered bond issuers in Norway are required by law 
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to revalue the underlying collateral (i) when there is reason to believe that due to market conditions there has 

been deterioration in the collateral value or (ii) at a minimum every three years.  Should property prices fall 

after inclusion of a Mortgage Loan in the Cover Pool, the part of a mortgage that exceeds the relevant LTV 

limit is still part of the Cover Pool and protects the holders of preferential claims.  However, the part of a 

loan that exceeds the LTV limit is not taken into account when calculating the value of the Cover Pool to test 

for compliance with the matching principle in the legislation (which requires that the assets in the Cover 

Pool at all times exceed the value of the issued covered bonds including derivatives thereon – for further 

details see "Overview of the Norwegian Legislation Regarding Covered Bonds (obligasjoner med 

fortrinnsrett)").  Similarly, loans which are more than 90 days in arrears are also not taken into account when 

calculating the value of the Cover Pool to test for compliance with the matching principle in the legislation. 

5. Decision, Pricing and Loan Contract 

Depending on, among other things, the characteristics of the customer, the mortgage loan application and the 

collateral, the application may be approved by a financial adviser, the credit committee, a branch manager or 

a regional director.  In exceptional circumstances (for example, where the mortgage loan application falls 

outside of the credit policy or the mortgage loan value exceeds a set threshold), the approval of the Chief 

Credit Officer or the Chief Executive Officer will be required.  The exact underwriting authority differs 

between Originators. 

If the application is approved, the pricing will be set in respect of the Mortgage Loan on the basis of an 

internal pricing model.  The model will take into account a number of factors including the nature of the 

mortgage loan being originated (for example, a standard variable rate loan or fixed rate loan), the credit 

history of the borrower and the cost of funding for that Originator.  This price may be adjusted in order to 

make it more competitive with other banks in the market. 

The Mortgage Loan document will be prepared ready for signing by the borrower. 

Underwriting Personnel 

In order to be granted underwriting authority, a financial adviser must have a minimum of 12 months 

experience and have completed the relevant underwriting examinations.  All underwriters also take part in 

ongoing training and reviews of their underwriting performance by branch managers and credit officers.   

Eligibility Criteria 

Because all Originators share a similar credit process, comparable information is available with respect to 

every Mortgage Loan that could potentially be transferred to the Issuer.  The Issuer's credit policy sets out 

the criteria identifying which Mortgage Loans it may acquire from the Originators (Eligible Loans).  These 

criteria include the following:  

● All Mortgage Loans must be first priority mortgages for residential property in Norway (including 

detached houses, terraced houses, apartments and cooperative housing units as well as second home 

properties). 

● All Mortgage Loans must have an LTV of 75 per cent. or less at the time of transfer.  Since 2014, the 

Issuer has imposed a maximum 60 per cent. LTV for revolving credits as eligibility criteria, but this can 

be changed back to 75 per cent. with no further notice to investors. 

● No adverse credit history exists in respect of the customer during the previous year. 

● Customer is rated in risk classes A-F of the SpareBank 1 alliance 11 grade system (from A to K) used by 

all Originators. 

● The valuation of the mortgage property must be no less than 24 months old and carried out by an 

independent third party. 
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● The Issuer limits the number of mortgages each borrower may have in the cover pool to three.  This is in 

order to, among other things, minimise the potential for buy-to-let properties being in the pool, despite 

the fact that no mortgages are granted on the basis of a rental income cash flow alone.  All Mortgage 

Loans must always be backed by a general employment (or self-employment) income stream and have 

full personal recourse to the individual as debtor. 

● A maximum loan volume per customer of NOK 16 million. 

● No fixed rate Mortgage Loans. 

Eligible Loans may also include the following products: 

● Instalment loans, where the monthly repayments of principal remain the same over the life of the 

Mortgage Loan.  As the outstanding principal decreases the interest payments also decrease and, as such, 

total monthly payments made by the borrower decrease over the life of the Mortgage Loan.  Instalment 

loans may include an interest-only period. 

● Annuity loans, where the borrower pays the same repayment amount each month for the life of the loan.  

Monthly payments in the early life of the Mortgage Loan comprise a high component of interest and a 

smaller component of principal.  As the principal is gradually paid down, the interest payments decrease 

on the smaller outstanding principal.  Annuity loans may include an interest-only period. 

● Flexible loans, which allow the borrower to leave a portion of the loan undrawn at the point of 

origination.  This may be drawn at a later date and from time to time during the life of the Mortgage 

Loan.  The Issuer maintains a cash reserve for a portion of the total undrawn amounts under Flexible 

Loans forming part of the Cover Pool. 

The Issuer's eligibility criteria complies with the eligibility requirements set out in the Act and the 

Regulations (as amended, varied or supplemented from time to time), in addition to the Issuer's credit policy.  

For details of the Act and the Regulations see "Overview of the Norwegian Legislation Regarding Covered 

Bonds (obligasjoner med fortrinnsrett)".  The Issuer has the right, pursuant to the Transfer and Servicing 

Agreement it maintains with each Originator, to transfer back to the relevant Originator loans which are, 

following transfer to the Cover Pool, found to be ineligible at the time of transfer for any reason. 

Purchase of Mortgage Loans 

Initially a Mortgage Loan is recorded on the balance sheet of the Originator originating the Mortgage Loan.  

After all Mortgage Loans originated by each Originator are checked for compliance with the Issuer's credit 

policy criteria via a centralised mainframe, the Eligible Loans are moved to a separate database.  The 

database is connected to a centralised web-based application used to manage the transfer of Eligible Loans to 

the Issuer.  The treasury department of each Originator then confirms its willingness to sell the Eligible 

Loans to the Issuer, whereupon the Issuer carries out the final approval for the sale and transfer to take place.  

The Issuer is not obliged to purchase any Eligible Loan.  The approval triggers both the immediate transfer 

of the Eligible Loans to, and funds from, the Issuer and the recording of the Eligible Loans on the balance 

sheet of the Issuer. 

Pursuant to the terms of a transfer and a servicing agreement (each a Transfer and Servicing Agreement), 

there is a legal sale of those Mortgage Loans selected to form part of the Cover Pool from the Originator to 

the Issuer.  This does not result in the registration of the Issuer as mortgagee in the Norwegian Real Property 

Registry. 

Each Mortgage Loan sold by an Originator to the Issuer is sold by way of a true sale in that, following sale, 

all credit risk transfers to the Issuer and the Mortgage Loan appears on the Issuer's balance sheet.  Only if the 

Originator has not fulfilled the agreed origination procedures, or omitted or collected incomplete or 

erroneous information in the Mortgage Loan origination process, can the Issuer require that the bank 

repurchase in general at par a Mortgage Loan already transferred to the Issuer.   



 

 
0013726-0003830 ICM:27128339.10 89  
 

Following purchase of the Eligible Loan, a letter of notification is sent to the customer of the transferred 

Mortgage Loan in order to perfect the legal transfer of the Mortgage Loan to the Issuer under Norwegian 

law.  The consent of the customer to the transfer is not required.   

This stream-lined process is designed to ensure the secure and accurate sale of the Eligible Loans to the 

Issuer and the corresponding proceeds from the Issuer to the Originators.  The process also ensures that the 

Originators cannot influence the nature or credit quality in respect of the Mortgage Loans which are sold to 

the Issuer from time to time, but rather that the Issuer determines which Eligible Loans to buy in accordance 

with the Act and the Regulations and its own credit policy criteria.  

Each Originator that sells Mortgage Loans to the Issuer earns a commission (Commission) on those 

Mortgage Loans set out under the relevant Transfer and Servicing Agreement.  The Commission for each 

Originator is equal to the customer interest payments on the Mortgage Loan less (i) the Issuer's average 

funding costs, plus (ii) an additional cost factor to cover the Issuer's operational costs.  The Issuer currently 

calculates and pays the Commission to each Originator on a monthly basis.  The Issuer has a right to offset 

certain limited credit losses against Commission amounts due to Originators.  The Issuer may offset those 

certain limited credit losses arising from the Cover Pool against an amount of between one to twelve months' 

(depending on the month in which such right is to be exercised) worth of Commission amounts due to all 

Originators in that calendar year (i.e. ending 31 December).  

Monitoring of the Cover Pool 

All Originators and the Issuer are served by an IT service provider (EVRY ASA).  EVRY ASA maintains a 

database containing up-to-date information on each Mortgage Loan in the Cover Pool.  The Issuer and the 

Originators are able to use this data for monitoring and statistical and analytical purposes.  Furthermore, the 

database allows the Issuer to demonstrate that it is complying with its legal obligations under Norwegian 

covered bond legislation and also with the requirements of the rating agencies that the overcollateralisation 

of the Cover Pool is maintained at an agreed level. 

In addition to the monthly assessment of the borrower's credit rating and quarterly revaluation of the 

Mortgage Loan's underlying collateral, individual Mortgage Loan files are regularly selected for review by 

the relevant Originator.  The Mortgage Loans are selected on the basis of the borrower's credit rating, the 

value of the Mortgage Loans, the LTV ratio and any changes to the borrower's payment plan.  The outcome 

of the review may lead to changes being made to the terms of the Mortgage Loan, such as its payment plan 

or the applicable mortgage rate. 

Loan Servicing 

Pursuant to each Transfer and Servicing Agreement, the Originator of the relevant Mortgage Loans provides 

all Mortgage Loan servicing functions for the Issuer.    

Residential mortgage customers typically pay their interest and principal instalments by direct debit from 

their current accounts.  These funds are collected in a designated account in the name of the Issuer held with 

the applicable Originator.  After the close of business each day the accumulated funds are transferred to the 

Issuer's central account.  This account is typically held with a rated Shareholder Bank and can be altered by 

the Issuer on short notice to an account held with a different bank by way of notice to the common IT service 

provider for the Originators, EVRY ASA.  EVRY ASA carries out the settlement on mortgage loan accounts 

within each Originator when a customer makes a periodic payment, or refinances the Mortgage Loan.  

The Issuer has internal guidelines and limits on the level of funds which may accumulate in any account held 

with a particular Shareholder Bank.  Furthermore the bank holding the funds must hold a credit rating from a 

recognised credit rating agency.  The funds collected and held by the Issuer are used for liquidity reserves, to 

purchase liquid securities such as sovereign debt and other covered bond instruments, and to purchase new 

Mortgage Loans from the Originators.  
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The standard variable rate applicable to all Mortgage Loans transferred to the Issuer is set separately by each 

Originator in the context of its own local market, the cost of funding and the borrower's credit score.  They 

are not linked to the Norwegian Inter Bank Offer Rate.  Each Originator may change the standard variable 

rate at any time to any level, but must observe by law a minimum notice period to the customer of six weeks 

for rate increases.  Any changes to the standard variable rate must be agreed to by the Board of Directors of 

the Originator.  The costs associated with a customer changing its mortgage provider are low.  Accordingly, 

changes in the standard variable rates may affect the market share of the relevant Originator and increasing 

the standard variable rate could lead to a higher repayment rate. 

Although the Issuer is permitted to determine its own standard variable rate in respect of the Mortgage Loans 

transferred to it by the Originators, by custom it follows the rate set by the relevant Originator.   

When an Originator wishes to make changes to any Mortgage Loan terms and conditions in respect of any 

Mortgage Loans already transferred to the Issuer it requires the Issuer's approval.  Minor changes may be 

made without the Issuer's explicit approval provided notice of the proposed change is given to the Issuer and 

the Issuer raises no objection.   

Each Originator maintains its own administrative unit which maintains deeds and titles to the residential 

property that comprise the security for the Mortgage Loans which it originated, and also maintains them on 

behalf of the Issuer.  The original deeds are scanned by each of the Originators and stored in the central IT 

system. 

If an Originator is no longer able or willing to service its Mortgage Loans transferred to the Issuer, the 

Transfer and Servicing Agreements provide that the Issuer may terminate the relevant Transfer and Servicing 

Agreement and may also, in some circumstances, transfer the servicing of the relevant Mortgage Loans to 

another Originator.  As at the date hereof, no Originator has ever ceased servicing its Mortgage Loans 

transferred to the Issuer nor defaulted under the relevant Transfer and Servicing Agreement. 

Payment Arrears  

The Issuer monitors reports on loans which are in arrears on a daily basis.  Arrears levels are low overall and 

rarely extend beyond 60 days.  The following chart shows the arrears history from the fourth quarter of 2007 

through the third quarter of 2016 (loans in arrears as a percentage of the overall Mortgage Loan portfolio): 
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The most recent figures set out in the chart above are also shown in the table below.  The data excludes the 

first 10 days in the up to 1 month category to remove operational reasons for arrears and practically benign 

data noise. 

History of loans in arrears, in % of balance in portfolio 

 

Arrears in respect of transferred Mortgage Loans are managed on behalf of the Issuer by the relevant 

Originator in accordance with a standardised procedure that meets the requirements set out under Norwegian 

law.  The arrears procedure is in accordance with the servicing banks' own procedures.  The arrears 

procedure is generally as follows: 

● 14 days after the payment due date – initial notice sent to the customer. 

● approximately 32 days after the payment due date – a second notice is sent, and the customer is 

warned that the relevant Mortgage Loan may be considered to have defaulted and may therefore 

become due in its entirety if not paid within 14 days of the second notice.   

● approximately 48 days after the payment due date – a formal notice is sent, in which the customer is 

warned that if the mortgage is not paid within 14 days of the formal notice, it will be passed on to a 

debt collector. 

● 60-70 days after the payment due date – the mortgage is sent to a debt collector, whose fees will be 

charged to the customer.  The Issuer takes over the management from the Originators of the relevant 

Mortgage Loan in arrears once such Mortgage Loan progresses into the collection stage. 

The Originators are encouraged, but are not obliged, to repurchase defaulted Mortgage Loans before they are 

sent to the debt collector. 

Penalty interest is charged to borrowers by the Originator for Mortgage Loans in arrears in respect only of 

the amount due and payable.  The rate varies between the Originators but is limited under Norwegian law.  

Penalty interest may be waived by the relevant Originator. 

Pursuant to their origination criteria, the Originators will not originate Mortgage Loans to a customer with an 

adverse credit history (including late payments).  Existing customers who have received one or more late 

payment notices will in general not be eligible to receive a further Mortgage Loan without satisfactory 

explanation of the reasons for the late payment or payments.  Existing customers who make a payment that is 

48 days or more late will in general not be able to obtain a new Mortgage Loan from an Originator for at 

least three years and provided that a new analysis demonstrates an ability to meet future payments.  

Norwegian financial undertakings are not permitted to store such information beyond four years by the Data 

Inspectorate of Norway, which issues licences for storing data information about customers.  Even if an 

Originator makes an exception to the guidelines set out above when originating a mortgage loan, such 

mortgage loans will not be eligible for transfer to the Issuer.  The Issuer is not permitted to allow exemptions 

to its eligibility criteria. 

Foreclosure 

Provided that (i) the borrower has been notified of his or her payment default as provided under the 

Norwegian Financial Contracts Act 1999, (ii) the default has been deemed substantial, usually when two 

consecutive monthly payments have not been made and the Lender has claimed the total mortgage as 

defaulted, and (iii) if the borrower is a consumer and has not remedied the default within 14 days after the 
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notification of the default of the mortgage under item (ii) above, a Lender is able to foreclose on a Mortgage 

Loan by claiming its rights under the mortgage document executed by the borrower.  Under the Issuer's 

foreclosure procedure, this takes place about 90 days after the original payment due date. 

The Norwegian Enforcement Act provides for an effective and expedient forced sale procedure.  A lender 

may, if a mortgage loan is accelerated and the borrower fails to pay any due amount, file an application 

before the county court for a forced sale of the property securing the mortgage loan.  The registered 

mortgage document will itself constitute the basis for such application.  There is no need for an additional 

order by the court to permit such a forced sale.  The court will, after giving the debtor time to contest the 

application, decide if the forced sale should be carried out.  The court will normally appoint a real estate 

agent to administer the sale in order to obtain a reasonable price.  However, the court may decide that the 

forced sale should be carried out through an auction if it believes that this will result in an improved sale 

price.  The court may also decide to evict the debtor from the premises if the sales procedure is hindered or 

there is a possible loss of value of the property.   

In the event that the court is asked by the lender to affirm a bid on the property, the court will do so provided 

that such a bid allows full recovery for those creditors with senior priority to the lender (see below) and there 

is no reason to believe that it is possible to obtain a higher bid.  The court will then give an order to distribute 

the proceeds of the sale to the creditors that hold security over a property.  In general six to nine months from 

the start of the foreclosure process are required to repossess the property and distribute proceeds to the 

creditors.  While the foreclosure process is taking place, no other enforcement proceedings may be taken 

against the debtor in respect of that debt. 

Certain claims benefit from a statutory first priority lien on any real property in Norway, typically a claim for 

property tax owed to the local municipality and for certain municipal fees such as refuse collection and 

disposal, annual water and sewage fees and chimney sweep fees.  A bankrupt estate of a borrower will have 

a first priority statutory lien over any asset, including real property, pledged by the borrower.  This lien is 

limited to 5 per cent. of the value of the relevant asset, subject to a maximum threshold of 700 times the 

court fee (which at present equals NOK 734,300) in respect of each pledged asset.  The bankruptcy estate 

may only apply the funds obtained from this statutory first priority lien to discharge the necessary costs 

relating to the management of the bankruptcy estate. 

As described above, the Issuer may only purchase Mortgage Loans with an LTV of 75 per cent. or less, 

which generally allows for a 25 per cent. deterioration of the value of the property from the time the 

Mortgage Loan was purchased before the Mortgage Loan is impaired.  In normal markets this is sufficient to 

cover the full value of the Mortgage Loan, but the Issuer has had no experience of selling foreclosed 

properties.  The Issuer's procedures are, however, based on those of the Originators, which do have such 

experience.  The timing and success of such a property sale is dependent on market conditions. 

Under Norwegian law, there is also full recourse to a debtor in Norway, who is personally responsible for 

any uncollected debts notwithstanding foreclosure and sale of the property to satisfy a creditor's claim.  This 

may include a court order to make deductions from the debtor's salary to cover uncollected debts. 

Reserves for potential Mortgage Loan losses are recorded by the Issuer in accordance with IFRS and IAS 39, 

which require that a charge is made when objective indications exist that a loss may occur as a result of 

diminished credit-worthiness of a customer.  The charge is calculated as the difference between the book 

value of the Mortgage Loan and the estimated future proceeds from customer payments or from selling the 

security in lieu of payment, discounted by the effective rate of interest at the time the loan was originated.  

Debt is written off when a loss is confirmed.  There have been no losses recorded by the Issuer to date. 

Other than the sale of security, there are no other general sources of proceeds from foreclosure.  Costs 

associated with the foreclosure process (principally legal fees and estate agent fees) reduce the amounts 

ultimately received by creditors since they are not generally recoverable from the debtor. 
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COVER POOL REVIEW PROCESS 

In 2009, 2010, 2011 and 2012, the Issuer's Board of Directors instructed the Issuer's internal auditor to 

perform a review exercise in respect of a sample of the Issuer's Mortgage Loans.  Beginning in 2013 this 

review has been performed by the Inspector, as the FSAN has expressed its view that the Inspector is 

required to perform this role.  The Inspector will perform his duties independently of the Issuer.  The 

Inspector has, however, agreed to perform additional reviews – in frequency or scope – if reasonably 

requested to do so by the Issuer and to present the findings of their review to the Board of Directors.  The 

Inspector will thus conduct similar reviews as previously performed by the internal auditor on an annual 

basis.  In connection with any such exercise, the Inspector will have a general discussion with the Issuer's 

management about the loan book before devising the scope of its review (which will include defining the 

parameters of the sampling by reference to factors such as which Originators and customers and the number 

of files to be reviewed).  The file review procedures may include, but will not be limited to, the Inspector 

verifying whether the loan documents have been signed, the legal perfection procedures associated with the 

transfer to the Issuer have been completed and the security related to the loan has been registered with the 

correct priority in the Norwegian Real Property Register.  The Inspector's procedures may also include 

checking whether certain aspects of the Issuer's eligibility criteria and credit policies are met and verifying 

whether certain legal requirements have been observed (including verifying whether loans secured by 

Residential Mortgages had LTVs of 75 per cent. or lower at the time of their transfer to the Issuer). 

In connection with any such review exercise, a report is presented by the Inspector to the Board of Directors 

who will decide on how to respond to the report. 

The role of the Inspector is otherwise described in this Base Prospectus in "Overview of the Norwegian 

Legislation Regarding Covered Bonds (obligasjoner med fortrinnsrett) – Inspector".  To the extent that any 

report from the Inspector indicates that a loan is deficient in any way with regards to matters such as missing 

documents, missing signatures and failure to complete registrations, the Issuer may put the relevant loan 

back to the relevant Originator at par pursuant to the relevant Transfer and Servicing Agreement.   
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DESCRIPTION OF THE SHAREHOLDERS' AGREEMENT AND THE SHAREHOLDER NOTE 

PURCHASE AGREEMENT 

Set out below is an overview of the key provisions of the Shareholders' Agreement and the Shareholder Note 

Purchase Agreement (each as defined below). 

1. Shareholders' Agreement 

General 

On 13 March 2015, the Issuer and Shareholder Banks entered into a shareholders' agreement (the 

Shareholders' Agreement) to regulate the relationship between each of the Shareholder Banks and also 

between the Shareholder Banks collectively and the Issuer. 

Shareholdings 

Each Shareholder Bank will own shares in the Issuer pro rata to its share of the total contributed lending 

volume of the Shareholder Banks to the Issuer.  However, any Shareholder Bank or prospective Shareholder 

Bank whose contributed lending volume is zero shall be allocated one share in the Issuer. 

The shareholding of each Shareholder Bank shall be adjusted: 

(a) annually on a date selected by the Issuer from time to time (which will generally be the date of an 

annual general meeting of the Shareholder Banks), to reflect the contributed lending volume of the 

Shareholder Banks as at a date before 30 December of the previous year; 

(b) on or following the date on which the board of directors of the Issuer agrees that an additional bank 

shall become a Shareholder Bank in accordance with the Shareholders' Agreement, to reflect the 

contributed lending volume of the Shareholder Banks as of that date; 

(c) on or following the date on which a Shareholder Bank resigns or has its shares redeemed, in each 

case in accordance with the Shareholders' Agreement, to reflect the contributed lending volume of 

the Shareholder Banks as of that date; or  

(d) at any other time at which the Issuer in its absolute discretion thinks fit, 

(each, a Re-allocation Date).  

Tier 1 capital ratio 

Pursuant to the Shareholders' Agreement, the Shareholder Banks shall ensure that at all times the Issuer shall 

maintain a minimum Tier 1 capital ratio of 9 per cent.  Where necessary in order to maintain the Tier 1 

capital ratio the Shareholder Banks will contribute additional Tier 1 capital within three months at the written 

request of the Issuer (the Tier 1 Capital Request).  The obligation of the Shareholder Banks to contribute 

this Tier 1 capital is several and not joint and shall be in accordance with each Shareholder Bank's pro rata 

share in the shareholding of the Issuer. 

If the Company notifies the Shareholder Banks (the Capital Non-Defaulting Shareholders) that any 

Shareholder Bank(s) (the Capital Defaulting Shareholder(s)) has failed to contribute the Tier 1 capital 

required of it following a request from the Issuer, then the Capital Non-Defaulting Shareholders shall be 

jointly and severally liable to contribute such further additional capital as specified by the Issuer as is 

required to ensure that the Issuer has at least a 9 per cent.  Tier 1 capital ratio.  Any Capital Non-Defaulting 

Shareholder's obligation to pay additional capital shall be limited to an amount equivalent to twice the initial 

obligation of that Capital Non-Defaulting Shareholder under the relevant Tier 1 Capital Request. 
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In order to keep the Issuer in line with the required Tier 1 capital ratio, the Issuer’s board of directors has 

proposed to increase this ratio from the current 9 per cent. to 11 per cent. 

Default 

If a Shareholder Bank does not fulfil its obligation to contribute additional Tier 1 capital following a Tier 1 

Capital Request, this shall be deemed a substantial default under the Shareholders' Agreement.  If a 

Shareholder Bank is in substantial default as regards the Shareholders' Agreement and/or the Shareholder 

Note Purchase Agreement (the Defaulting Shareholder), the Issuer or another Shareholder Bank who is not 

in default may present a written notice to the Defaulting Shareholder: 

(a) terminating the Shareholders' Agreement and the Shareholder Note Purchase Agreement (subject to 

and in accordance with its terms) with respect to the Defaulting Shareholder only and without 

prejudice to the rights and obligations of the other Shareholders in respect of which the Shareholders' 

Agreement and the Shareholder Note Purchase Agreement shall be continuing; and  

(b) requiring the redemption of the Defaulting Shareholder's shares at a rate equivalent to the relevant 

stake of book equity of the other Shareholder Banks and for such redeemed shares to be redistributed 

in accordance with the Shareholders' Agreement. 

A Shareholder Bank may also be treated as being in substantial default of the Shareholders' Agreement if so 

deemed by a 2/3 majority (by percentage of shareholding) of the other Shareholder Banks. 

In the event that a substantial default has occurred, the Issuer may present a written notice to the Defaulting 

Shareholder terminating the Transfer and Servicing Agreement with respect to that Defaulting Shareholder 

(subject to and in accordance with its terms). 

If the Transfer and Servicing Agreement entered into by a Shareholder Bank is terminated for any reason, the 

Shareholders' Agreement and the Shareholder Note Purchase Agreement shall, so far as they relate to that 

Shareholder Bank, also terminate with effect on the same date, subject to and in accordance with their terms 

but shall remain in force as regards the other Shareholder Banks and the Issuer. 

Entry and exit 

When a bank which is a part of the SpareBank 1 alliance has entered into a Transfer and Servicing 

Agreement with the Issuer, it may become a Shareholder Bank, at which point it must accede to the 

Shareholders' Agreement. 

A Shareholder Bank may resign from the Shareholders' Agreement, provided this is done in accordance with 

the Transfer and Servicing Agreement, and in such a manner that the Issuer is able to maintain its obligations 

towards its investors, customers and relevant others.  The resigning Shareholder Bank will thus also 

terminate its rights and obligations under the Shareholder Note Purchase Agreement (subject to and in 

accordance with its terms, including the enduring obligations set out thereunder).  The resigning Shareholder 

Bank's shares shall be reallocated in accordance with the Shareholders' Agreement. 

A bank which is not a part of the SpareBank 1 alliance and which enters into a Transfer and Servicing 

Agreement may also become a Shareholder Bank.  In the event that such a bank becomes a Shareholder 

Bank a replacement Shareholders' Agreement shall be entered into between the existing Shareholder Banks, 

the new Shareholder Bank which is not part of the SpareBank 1 alliance and the Issuer.  This replacement 

Shareholders' Agreement will supersede the existing Shareholders' Agreement. 

Disagreements between the Shareholder Banks 

If the Shareholder Banks cannot reach a decision in accordance with the Shareholders' Agreement's 

requirements for a two-thirds majority (by percentage of shareholding) or, for some other reason, a 

disagreement exists between the Shareholder Banks which renders impossible the running of the Issuer, then 
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the CEOs of each of the Shareholder Banks or their deputies are required to enter into negotiations in order 

to resolve the issue. 

If these negotiations have not led to a resolution within 30 days: 

(a) those Shareholder Banks who would like to resign from the Shareholders' Agreement may do so in 

accordance with the resignation process set out thereunder; and 

(b) Shareholder Banks acting by a 2/3 majority (by percentage of shareholding) are entitled to require 

the redemption of any Shareholder Bank's shares as if such Shareholder Bank was a Defaulting 

Shareholder (as defined above).  

Transfer and Servicing Agreement 

The Shareholders' Agreement specifies that the transfer and servicing agreement between the Issuer and each 

Shareholder Bank (each a Transfer and Servicing Agreement) will include, as a minimum, provisions 

covering the following: 

● Purchase of mortgage loans from the Shareholder Bank by the Issuer (including the approval of such 

purchase). 

● The relationship between the Issuer and the Shareholder Bank in respect of the Mortgage Loans. 

● The relationship between the Issuer and Shareholder Bank's borrowers. 

● Commission paid by the Issuer to the Shareholder Banks in respect of the Mortgage Loans purchased by 

the Issuer. 

● Termination of the Transfer and Servicing Agreement. 

● Default by the Shareholder Banks of its obligations under the Transfer and Servicing Agreement. 

Governing law 

The Shareholders' Agreement and any non-contractual obligations arising out of or in connection with it are 

governed by Norwegian law. 

No guarantee 

For the avoidance of doubt, the obligations of the Shareholder Banks under the Shareholders' Agreement do 

not constitute a guarantee in respect of amounts due and payable under the Notes.  The Notes will be solely 

obligations of the Issuer and, in particular, will not be obligations of, and will not be guaranteed by, the 

Shareholder Banks, the Arranger, the Dealers or any other entity.  In the event of the Issuer defaulting on its 

obligations under the Notes, the Noteholders hold the benefit of priority of claim over the assets in the Cover 

Pool.  For further details of risks in relation to the Cover Pool, see "Risk Factors – Risks relating to the 

Cover Pool" above. 

2. Shareholder Note Purchase Agreement 

General 

On 15 September 2010, the Issuer and the Shareholder Banks entered into a shareholder note purchase 

agreement (the Shareholder Note Purchase Agreement) under the terms of which the Issuer may from 

time to time issue Notes (the Shareholder Notes) and put such Shareholder Notes to the Shareholder Banks 

for the purposes of funding any shortfall in the funds available with the Issuer to pay the Final Redemption 

Amount in respect of a Series of Notes on the Relevant Maturity Date.   



 

 
0013726-0003830 ICM:27128339.10 97  
 

Under the Shareholder Note Purchase Agreement, each Shareholder Bank unconditionally and irrevocably 

undertakes to the Issuer that on the relevant Issue Date of the Shareholder Notes, upon the demand of the 

Issuer it will purchase each Shareholder Note offered by the Issuer at a price equal to 100 per cent. of such 

Shareholder Note. 

The Shareholder Notes must be in the form of VPS Notes and shall be issued in accordance with the terms 

and conditions set out in the Shareholder Note Purchase Agreement. 

The Issuer shall apply the proceeds of the Shareholder Notes towards payment of the Final Redemption 

Amount of the relevant Series of Notes on the Maturity Date thereof.  

Requirement to issue Shareholder Notes 

On the Business Day which is 60 days prior to the Maturity Date (the Relevant Maturity Date) of any 

Series of Notes issued under the Programme (and if such day is not a Business Day, the immediately 

preceding Business Day) or any other day (the Determination Date), the Issuer shall determine whether it 

will have (or reasonably expect to have) sufficient funds to pay the Final Redemption Amount in respect of 

such Series of Notes and (if applicable) amounts payable under any related Swap Agreement.  On each 

Determination Date that the Issuer determines that there would be (or is reasonably likely to be) insufficient 

funds available to pay the Final Redemption Amount in respect of a Series of Notes on the Relevant Maturity 

Date (the Shortfall), the Issuer shall notify the Shareholder Banks of the amount of that Shortfall.   

In making such a determination, the Issuer shall take into account: 

(a) interest and principal amounts that will fall due for payment on other Series of Notes (including 

Shareholder Notes) on or prior to the Relevant Maturity Date;  

(b) amounts that will fall due for payment to any other holder of Notes (including Shareholder Notes) or 

to any Swap Provider on or prior to the Relevant Maturity Date; 

(c) (if applicable) currency exchange rates in effect on the Determination Date and, based on such 

currency exchange rates, the amounts that would (as applicable) be received by the Issuer from any 

Swap Provider or be payable to any Swap Provider by the Issuer, in each case on or prior to the 

Relevant Maturity Date; and 

(d) such other matters that it would be reasonable and prudent for the Issuer to take into account 

(including the liquidity position of the Issuer).   

Issue of Shareholder Notes 

On each Determination Date that the Issuer determines that there would be (or is reasonably likely to be) a 

Shortfall, the Issuer shall notify the Shareholder Banks of the amount of that Shortfall.  The Issuer shall 

arrange for the issuance of Shareholder Notes and offer the same to each Shareholder Bank based on their 

individual Shareholder Note Commitment (as defined below) in an aggregate amount which is not less than 

the greater of: 

(a) the Shortfall amount (rounded upwards to the nearest NOK 10,000,000); and 

(b) the sum of the individual Shareholder Note Commitments of each Shareholder Bank, on the basis 

that no Shareholder Note shall have a denomination of less than NOK 500,000. 

The aggregate nominal amount of the Shareholder Notes to be issued in any rolling twelve-month period 

shall not exceed the equivalent of the aggregate nominal amount of: 

(a) the amount due on the Maturity Date as set out in the applicable Final Terms for each Series of the 

Notes (including the Shareholder Notes); and  
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(b) the amounts payable under any Swap Agreements, 

which fall due for payment in that twelve-month period.  When calculating the maximum amount payable in 

any twelve-month period, the following amounts will be deducted: (i) the aggregate amount of all 

Shareholder Notes in issue and not previously redeemed or repaid by the Issuer; and (ii) the liquidity position 

of the Issuer. 

Shareholder Note Commitment 

The obligation of each Shareholder Bank to purchase each Series of Shareholder Notes (the Shareholder 

Note Commitment) is several and pro-rated (between the Shareholder Banks) in accordance with each 

Shareholder Bank's shareholding in the Issuer, as determined on the most recent Re-allocation Date adjusted 

to take into account the enduring Shareholder Note Commitments of any Retiring Shareholder Banks (the 

Pro-rata Share).  In the event that a Shareholder Bank fails to purchase its share of Shareholder Notes, the 

remaining Shareholder Banks shall purchase such Shareholder Notes in accordance with their Pro-rata Share, 

provided that no Shareholder Bank will be obliged to purchase such Shareholder Notes in an amount greater 

than twice their initial purchase obligation.  

Termination 

The Issuer may terminate the Shareholder Note Purchase Agreement in its entirety and to operate without 

any replacement shareholder financing arrangement by giving one year's notice to each of the Shareholder 

Banks and the Rating Agencies, provided that the Issuer is satisfied that the ratings of the Notes would not be 

adversely affected as a result of such termination.  The Shareholder Note Purchase Agreement may also be 

terminated prior to the aforementioned one year period if the Issuer enters into an agreement on substantially 

the same terms as the Shareholder Note Purchase Agreement and the Issuer is satisfied that the ratings of the 

Notes would not be adversely affected as a result thereof.  

If a Shareholder Bank (the Retiring Shareholder Bank): 

(a) ceases to be a shareholder of the Issuer; or 

(b) gives not less than 12 months' notice to the Issuer, the other Shareholder Banks (the Non-retiring 

Shareholders) and the Rating Agencies of its intention to terminate its Shareholder Note 

Commitment, 

then the Shareholder Note Commitment of the Retiring Shareholder Bank shall cease on the day immediately 

following the Maturity Date (or, if applicable, the Extended Final Maturity Date) of the Notes which have 

the longest dated Maturity Date, including the Extended Final Maturity Date (the Longest Dated Notes) 

(determined on the date on which the Shareholder Bank ceases to be a shareholder of the Issuer or, as 

applicable, the expiry of the 12 month notice period (the Reference Date)).  For the avoidance of doubt, the 

Retiring Shareholder Bank's Shareholder Note Commitment shall continue (on the basis of its Shareholder 

Bank's Pro-rata Share as at the Reference Date) in respect of:  

(i) existing Notes with a Maturity Date falling on or before the Maturity Date (or, if applicable, the 

Extended Final Maturity Date) of the Longest Dated Notes; and 

(ii) any new Notes which are subsequently issued with a Maturity Date which falls on or before the 

Maturity Date (or, if applicable, the Extended Final Maturity Date) of the Longest Dated Notes.  

Rating Agencies means Moody's and Fitch. 

New Shareholder Banks 

Any new shareholders of the Issuer shall accede to the terms of the Shareholder Note Purchase Agreement. 
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Governing law 

The Shareholder Note Purchase Agreement and any non-contractual obligations arising out of or in 

connection with it are governed by Norwegian law. 

For the avoidance of doubt, the obligations of the Shareholder Banks under the Shareholders' Agreement and 

the Shareholder Note Purchase Agreement do not constitute a guarantee in respect of amounts due and 

payable under the Notes.  The Notes will be solely obligations of the Issuer and, in particular, will not be 

obligations of, and will not be guaranteed by, the Shareholder Banks, the Originators, the Arranger, the 

Dealers or any other entity.  In the event of the Issuer defaulting on its obligations under the Notes, the 

Noteholders hold the benefit of priority of claim over the assets in the Cover Pool.  For further details of 

risks in relation to the Cover Pool, see "Risk Factors – Risks relating to the Cover Pool" above. 
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RISK MANAGEMENT CONTROLS FOR THE CATEGORY A SHAREHOLDERS 

The Category A Shareholders have established similar risk management procedures within each bank.  These 

procedures allow each of the Category A Shareholders to supervise the development of its framework for 

overall risk management, overall risk reporting and monitoring across all significant risk areas.  This is 

carried out through a number of practices including regular confirmation from management relating to 

internal control and risk assessment, independent audits from internal auditors and external auditors and 

inspection visits from the FSAN. 

The risk management process for each Category A Shareholder is set up and managed by the Board of 

Directors, the individual business units, the risk management division and the internal auditors. 

The key risk areas for each of the Category A Shareholders are set out below. 

Credit Risk 

Credit risk is the risk of loss resulting from the inability or unwillingness of customers or counterparties to 

meet all or part of their obligations to the Category A Shareholders.  The Category A Shareholders' 

organisation of and framework for management of credit risk is adapted to the Basel Committee's Sound 

Practices for the Management of Credit Risk. 

Credit risk is the largest area of risk facing each of the Category A Shareholders.  Through the annual review 

of its credit strategy, each Board of Directors defines a risk strategy by establishing goals and limits for the 

bank's credit portfolio.  Each Category A Shareholders' credit strategy and credit policy are derived from its 

main strategy and contain guidelines for the risk profile including maximum expected loss, maximum 

portfolio default probability, and maximum economic capital allocated to the credit business.  Concentration 

risk is managed by distribution between the retail market and corporate market, limits on maximum 

allocation of economic capital within lines of business and requirements as to credit quality and number of 

exposures above a certain percentage of the bank's capital base. 

Regular reports are produced by each Category A Shareholder for its Board of Directors setting out the 

current status and any changes in the bank's credit risk profile. 

The SpareBank 1 banks have a common programme for collecting data (scorecards) and evaluating and 

measuring credit risk (credit risk models), both developed by a centre of excellence for credit models set up 

by the SpareBank 1 alliance.  For further details, see "Mortgage Origination, Eligibility and Servicing" 

above. 

Market Risk 

Market risk is the risk of loss resulting from changes in observable market prices such as interest rates, 

exchange rates and securities prices and relates primarily to the Category A Shareholders' long-term 

investments in financial instruments.  Market risk is managed via detailed limits on investments in shares, 

bonds and positions in fixed income and currency markets. 

Each Category A Shareholder defines limits on its exposure to equity instruments with a basis in stress tests 

employed by Finanstilsynet's scenarios.  The limits are reviewed regularly and are adopted by each Category 

A Shareholder's Board of Directors.  Compliance with the limits is monitored by the risk management unit, 

and exposures relative to the adopted limits are reported to the Board of Directors of each Category A 

Shareholder.  The limits are within the maximum limits set by the regulatory authorities. 

Interest rate risk arises mainly on fixed interest loans and funding in fixed interest securities.  The risk on all 

interest rate positions can be viewed in terms of the change in value of interest rate instruments resulting 

from a rate change of one hundred basis points.  The Category A Shareholders utilise models showing the 
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effect of this change for various interest rate bands, with separate limits applying to interest rate exposure 

within each maturity band and across all maturity bands as a whole.  

Foreign exchange rate risk (FX-risk) is the risk of losses due to volatility in foreign exchange rates (FX).  

The FX-risk is regulated through nominal limits determining the maximum aggregate currency exposure and 

the maximum exposure in one single currency.  The scope of the Category A Shareholders' FX trading is 

modest and the FX-risk is considered to be moderate. 

Each of the market risks outlined above may also be mitigated by each Category A Shareholder through the 

use of hedging arrangements. 

Liquidity Risk  

Liquidity risk is the risk that the Category A Shareholders will be unable to honour their payment 

obligations. 

The Category A Shareholders' most important source of funding is customer deposits and long-term debt 

instruments.  However, changes in saving behaviour have heightened its dependence on other sources of 

capital.  The Category A Shareholders mitigate their liquidity risk by diversifying funding across a variety of 

markets, funding sources and instruments, and by employing long-term funding.  

The Category A Shareholders have either established limits on funding from individual institutions or have 

put liquidity strategy guidelines in place to assure sufficient diversification of the funding portfolio.  The 

Board of Directors of each Category A Shareholder reviews the liquidity strategy and establishes a 

framework that promotes a long-term perspective and balance in liquidity procurement. 

A key objective of the Category A Shareholders is to maintain resources sufficient to exist for 12 months 

without fresh external funding under normal market conditions and a contingency plan is in place to deal 

with bank-specific and industry-related crisis scenarios.  The Issuer represents a key source of funding for 

each of the Category A Shareholders. 

Compliance with applicable limits is monitored by the risk management units and reported on to the Board 

of Directors.  A reserve in the form of committed drawing rights is maintained to further reduce liquidity 

risk.  

Operational Risk 

Operational risk is defined as the risk of loss inherent in the Category A Shareholders' ongoing operations as 

well as in external events, including risk of loss due to inadequate or faulty internal processes and systems, 

human error and various forms of malicious interference with the Category A Shareholders such as theft, 

cheque counterfeiting, fraud, embezzlement, arson and computer crime.  The Category A Shareholders 

attach importance to authorisation structures, well-defined procedures and clear definition of responsibilities 

in supply contracts between the respective divisions as elements of a framework for handling operational 

risk. 

Operational risk is assessed in conjunction with each of the Category A Shareholders' internal control 

processes, and any flaws found are reported to appropriate levels of the organisation along with 

recommended improvements. 

Strategic Risk 

Strategic risk is the risk of losses as a result of erroneous strategic decisions.  The Board of Directors, the 

management and the divisions of each Category A Shareholder are involved in the strategy process.  On this 

basis, strategic targets are drawn up by each Category A Shareholder with an associated business and action 

plan.  The corporate management of each Category A Shareholder carries out periodic evaluations of the 

bank's achievements and strategic direction.  
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Compliance Risk 

Compliance risk is the risk of the Category A Shareholders incurring official sanctions/penalties or financial 

losses as a result of failure to comply with laws and regulations.  Each of the Category A Shareholders 

stresses the need for good processes to ensure compliance with current legislation and regulations. 

The Category A Shareholders, in association with the SpareBank 1 alliance, have also carried out a project to 

satisfy the legal requirements of the Norwegian Money Laundering Act of 2009 (as amended from time to 

time).  

 

Potential investors should note that an investment in the Notes involves a reliance on the creditworthiness of 

the Issuer only and not that of any other SpareBank 1 alliance entities or any other entities.  The Notes will 

not be obligations of, and will not be guaranteed by, the Shareholder Banks, the Originators, the Arranger, 

the Dealers, the Swap Providers, any company in the same group of companies as such entities or any other 

party to the transaction documents relating to the Programme.  No liability whatsoever in respect of any 

failure by the Issuer to pay any amount due under the Notes will be accepted by any of the Shareholder 

Banks, the Originators, the Arranger, the Dealers, the Swap Providers, any company in the same group of 

companies as such entities or any other party to the transaction documents relating to the Programme. 
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BUSINESS DESCRIPTION OF THE CATEGORY A SHAREHOLDERS  

The shareholding held by each Category A Shareholder in the Issuer is as follows: 

 

Category A Shareholder Shareholding in Issuer (as at the date of this Base 

Prospectus) 

SpareBank 1 Østlandet 20.26% 

SpareBank 1 SMN 19.09% 

SpareBank 1 Nord-Norge 14.61% 

SpareBank 1 SR-Bank ASA 13.87% 

BN Bank ASA 6.03% 

SpareBank 1 BV 6.02% 
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SPAREBANK 1 SMN 

Business Description 

Overview 

SpareBank 1 SMN was founded on 26 May 1823 and is incorporated under the laws of Norway pursuant to 

Act No. 17 of 10 April 2015 on Financial Undertakings and Financial Groups, and is registered with the 

Norwegian Company Registry with organisation number 937 901 003.  The address of its registered office is 

Søndre gt. 4, N-7467 Trondheim and the telephone number of its registered office is +47 915 07300.  

SpareBank 1 SMN is a credit institution licensed by the Ministry of Finance and supervised by the FSAN. 

SpareBank 1 SMN is mid-Norway´s largest bank with assets totalling NOK 138 billion at the end of 2016 

and 1,254 full time equivalent employees.  By participating in the SpareBank 1 alliance, SpareBank 1 SMN 

is linked to and cooperates with the independent, locally-based banks, thereby combining efficient operations 

and economies of scale with the benefit of being close to its customers and the market. 

SpareBank 1 SMN offers a wide range of financial products and services to retail customers, small and 

medium-sized companies and the agricultural and public sectors.  

SpareBank 1 SMN comprises the following subsidiaries: 

 SpareBank 1 Finans Midt-Norge AS (64.6 per cent.); 

 EiendomsMegler 1 Midt-Norge AS (87.0 per cent.); 

 SpareBank 1 Regnskapshuset SMN AS (100 per cent.); 

 SpareBank 1 SMN Invest AS (100 per cent.); 

 SpareBank 1 Bilplan AS (100 per cent.); 

 SpareBank 1 SMN Card Solutions AS (100 per cent.); 

 SpareBank 1 Markets ASA (73.4 per cent.); 

 SpareBank 1 SMN Kvartalet AS (100 per cent.); and 

 Allegro Kapitalforvaltning ASA (90.1 per cent.). 

An important part of SpareBank 1 SMN's strategy is to maintain a variety of branch solutions in the 

municipal and public administration centres in its core market.  SpareBank 1 SMN has a presence in 48 

locations across 42 municipalities.  The acquisition of such offices has increased the size of SpareBank 1 

SMN's core market, which presently comprises the counties of North and South Trøndelag, Møre and 

Romsdal and Sogn and Fjordane.  

Sparebankstiftelsen SpareBank 1 SMN 

The Supervisory Board resolved in May 2011 to establish a savings bank foundation named 

Sparebankstiftelsen SMN.  The foundation's mission is to secure long-term ownership of SpareBank 1 SMN 

through participation in private placings.  Based on the Supervisory Board's resolution, the foundation will 

be allotted portions of the provision for donations to non-profit causes. 
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Organisation Structure 

The following diagram illustrates the SpareBank 1 SMN operational structure as at the end of April 2017. 

 

 

 

Strategic Objectives 

SpareBank 1 SMN's aim is to be the recommended bank among customers in mid-Norway. 

SpareBank 1 SMN's ambition is to maintain its position as an independent, regional bank with a strong 

presence in the local market.  SpareBank 1 SMN wishes to be characterised by its proximity to the market 

and its readily accessible and easy-to-use products. 

SpareBank 1 SMN aims to be a full-service bank for retail customers, the primary industries, the public 

sector and the corporate market in mid-Norway. 

Through profitable operations, SpareBank 1 SMN aims to maintain a capital base enabling it to fulfil its 

social responsibility by playing an active role in the creation of value and growth in its geographical area. 

Business Areas 

The SpareBank 1 SMN Group is divided into the following customer units:  

Retail Banking 

SpareBank 1 SMN leads the retail market in Trøndelag and in Møre and Romsdal, with a strong position in 

all product areas and market segments, and the bank services 215,000 retail customers. 

The business area Retail focuses on offering advice to retail customers, agricultural customers, 

pools/associations and one-person businesses.  

SpareBank 1 SMN offers a broad-based product range in the fields of financing, savings and investment, 

insurance and payment services.  It aims to enable its customers to meet all of their financial needs in one 

place, and provides a basis for good management and overview of personal finances. 
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SpareBank 1 SMN's bank offices are situated throughout mid-Norway.  SpareBank 1 SMN has developed 

self-service facilities, giving extensive access to the most important banking services, and the bank offers 

financial advice to the customer by telephone.  Dialogue with the customer is a prerequisite for meeting 

customer requirements and expectations, and individual advisory sessions are a key element of customer 

contact. 

Corporate Banking 

SpareBank 1 SMN services 20,000 corporate clients and customers in the public sector. 

The business area Corporate focuses on financial counselling in investment and operations financing, 

domestic and foreign money transfers, fixed income and currency hedging, investment of surplus liquidity 

and insurance of individuals and buildings/operating equipment.  Much of the business is in close 

cooperation with SMN Retail and subsidiaries offering leasing, factoring and accountancy services. 

SpareBank 1 SMN has locations across the entire market area to secure proximity to its Corporate customers, 

while bearing in mind the need for units of sufficient size.  The business is skills-intensive, and much 

emphasis is given to training employees in practical understanding of business in segments in which 

SpareBank 1 SMN is heavily exposed such as real estate, sea farming, fishery, offshore, energy, retail trade 

and the public sector. 

Funding 

SpareBank 1 SMN utilises a number of funding sources including customer deposits, interbank loans, the 

Norwegian bond market, and bonds issued under a Euro Medium Term Note Programme. 

SpareBank 1 SMN may use F-loans and F-deposits that are provided by the Central Bank of Norway in its 

liquidity management system.  The Central Bank of Norway supplies reserves to the banking system by 

providing F-loans to banks. 

Equity Capital Certificates 

As at 31 December 2016, SpareBank 1 SMN had issued 129,836,443 Equity Capital Certificates (ECC), 

with a total ECC capital of NOK 2,596,600,239. 
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SPAREBANK 1 SR-BANK ASA 

Business Description 

Overview 

SpareBank 1 SR-Bank ASA was founded in 1839 and is incorporated under the laws of Norway pursuant to 

Act No. 17 of 10 April 2015 on Financial Undertakings and Financial Groups and is registered with the 

Norwegian Company Registry with organisation number 937 895 321.  On 1 January 2012 SpareBank 1 SR-

Bank transformed the bank into a limited company by converting its Equity Capital Certificates to share 

capital and changed its name to "SpareBank 1 SR-Bank ASA".  The address of its registered office is 

Bjergsted Terrace 1, 4007 Stavanger and the telephone number of its registered office is +47 9150 2002.  

SpareBank 1 SR-Bank ASA is a credit institution licensed by the Ministry of Finance, and is supervised by 

the FSAN. 

The SpareBank 1 SR-Bank ASA group (the SR-Bank Group) comprises SpareBank 1 SR-Bank ASA and 

the following subsidiaries: 

● EiendomsMegler 1 SR-Eiendom AS; 

● SR-Investering AS; 

● SR-Boligkreditt AS; 

● SR-Forvaltning AS; and 

● SpareBank 1 Regnskapshuset SR AS. 

SpareBank 1 SR-Bank is the leading financial group in Southern and Western Norway. The market area is 

Rogaland, Hordaland and the Agder counties. Currently, SpareBank 1 SR-Bank ASA has 36 branch offices 

and around 1,172 employees. The group is a fully-fledged financial services group offering traditional 

banking services such as loans, insurance and savings products, as well as securities trading, accounting 

services and estate agency services for both retail and corporate customers. 

Sparebankstiftelsen SR-Bank 

The Sparebankstiftelsen SR-Bank foundation was established as a part of the conversion to a limited 

company on 1 January 2012.  The purpose of the foundation is to manage the shares received upon its 

formation and to exercise and maintain a substantial, long-term and stable ownership interest in SpareBank 1 

SR-Bank ASA.  The ownership interest must represent at least 25 per cent of shares issued.  The activities of 

the foundation aim to continue its savings bank tradition by participating in capital increases in SpareBank 1 

SR-Bank ASA, among other things.  The foundation may allocate its profits and distribute dividend funds to 

publicly beneficial projects. 

Organisation Structure 

The following diagram illustrates the SR-Bank Group's current operational structure. 
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Strategic Objectives 

SpareBank 1 SR-Bank aims to be an aggressive financial group capable of defending and increasing its 

market shares in Rogaland, Hordaland and Agder, in both the retail and corporate markets.  

SpareBank 1 SR-Bank’s vision is to be the customers’ first choice in Southern and Western Norway. 

Customers are setting ever higher requirements for user-friendly digital services. The group made changes in 

all of its business divisions at the beginning of 2017 in order to hone its efforts in digital surfaces. The goal is 

to increase digital sales going forward. 

Business Divisions 

Retail Market Division 

SpareBank1 SR-Bank is the leader in the retail market in Southern and Western Norway with 312,000 retail 

customers older than 13 years. This represent a market share of 20% in the banks market area at year-end 

2016. In addition to retail customers, the division also serve 5,900 small business and agricultural customers. 

A complete range of good digital services, a modern service centre, and a well-developed network of 

branches provide our customers with fast, easy access to financial services and expertise via all channels. 

Corporate Market Division 

The corporate market division has 14,500 corporate customers in five regional business units and two 

specialist units: one for the energy and maritime sector and one for the public sector. SpareBank 1 SR-Bank 

is a total provider of financial products and services for corporate customers, which are currently beeing 

supplemented with the building up of a specialist unith within international cash management.  

Capital Market Division 

SpareBank 1 SR-Bank Markets is the region's leading securities firm. Its activities include own account and 

customer trading in interest rate instruments, foreign exchange and equities, providing advice and facilitating 

debt and equity funding, as well as administrative securities services. Its primary mission is to serve 

customers in collaboration with the group's other business areas and help combine special expertise with 

knowledge and an understanding of the local region. 
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Funding 

SpareBank 1 SR-Bank utilises a number of funding sources including customer deposits, interbank loans, the 

Norwegian bond market and bonds issued under a Euro Medium Term Note Programme (the EMTN 

programme). 

SpareBank 1 SR-Bank ASA may use F-loans and F-deposits that are provided by the Central Bank of 

Norway in its liquidity management system.  The Central Bank of Norway supplies reserves to the banking 

system by providing F-loans to banks. 

SpareBank 1 SR-Bank ASA has established a covered bond issuing subsidiary, SR Boligkreditt. 

Share Capital 

As of 31 December 2016 SpareBank 1 SR-Bank ASA had 255,751,082 issued shares, with a total share 

capital of NOK 6,393,777,050. 
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SPAREBANK 1 NORD-NORGE 

Business Description 

Overview 

SpareBank 1 Nord-Norge (formerly Sparebanken Nord-Norge) was founded in 1836 and is incorporated 

under the laws of Norway pursuant to Act No. 17 of 10 April 2015 on Financial Undertakings and Financial 

Groups, and is registered with the Norwegian Company Registry with organisation number 952706365.  The 

address of its registered office is Storg. 65, 9008 Tromsø, and the telephone number of its registered office is 

+47 915 022 44.  SpareBank 1 Nord-Norge is a credit institution licensed by the Ministry of Finance and 

supervised by the FSAN. 

As of 1 January 2017, the SpareBank 1 Nord-Norge Group (the Nord-Norge Group) had 798 employees.  

In 1996, SpareBank 1 Nord-Norge became part of the SpareBank 1 alliance.  As one of the members of the 

SpareBank 1 alliance, SpareBank 1 Nord-Norge is part of Norway's second largest financial group.  Through 

the SpareBank 1 alliance, SpareBank 1 Nord-Norge participates in several business development 

programmes in areas including IT, multi-channel services, branding and staff education and training.  These 

investments will help ensure that SpareBank 1 Nord-Norge will be at the forefront of the market. 

SpareBank 1 Nord-Norge is a full-range supplier of financial products and services in North Norway.  In 

addition to loans, deposits, payments transmission services, leasing and factoring, such financial products 

and services also include most savings products and life and non-life insurance.  Moreover, SpareBank 1 

Nord-Norge engages in real estate brokerage, accounting, securities trading, active investment management, 

value assessment and other corporate services.  All the products and services are provided by either 

SpareBank 1 Nord-Norge or its subsidiaries, or through the SpareBank 1 Gruppen AS's product companies. 

SpareBank 1 Nord-Norge operates through the following major subsidiaries: 

● SpareBank 1 Finans Nord-Norge AS; 

● SpareBank 1 Nord-Norge Portefølje AS; 

● SpareBank 1 Regnskapshuset Nord-Norge AS; 

● EiendomsMegler 1 Nord-Norge AS; and 

● SpareBank 1 Nord-Norge Forvaltning ASA. 

SpareBank 1 Nord-Norge has entered into an agreement to sell the shares in SpareBank 1 Nord-Norge 

Forvaltning ASA planned effective from 30 June 2017. 

SpareBank 1 Nord-Norge has implemented a multi-channel strategy for the distribution of its products and 

provision of services.  The bank is accessible via its 38 actual branches, online banking, telephone banking, 

mobile banking and customer service centre and its customers' use of the bank is constantly evolving.  The 

Nord-Norge Group offers customers a good, full range of financial services through a combination of 

physical presence, knowledgeable staff and good online and digital solutions.  

SpareBank 1 Nord-Norge has two owner groups: As at 31 December 2016, the bank’s equity certificate 

holders owned 46.4% of the bank’s equity capital through equity certificate capital, while 53.6 per cent. was 

community-owned. The profit for the individual year is divided between the ownership groups in accordance 

with their relative share of the bank’s equity. SpareBank 1 Nord-Norge’s dividend policy states that the aim 

is that each owner group receives a proportionally equal share of the profit as dividends. This will consist of 

cash dividends for ECC holders and funds /grants for socially beneficial purposes. SpareBank 1 Nord-Norge 

has established a charitable foundation (Sparebankstiftelsen SpareBank 1 Nord-Norge). The foundation is 

one of the bank’s largest equity certificate holders. The main purpose of the foundation is to be a long-term 
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and stable owner of SpareBank 1 Nord-Norge, and it has been allocated funds from the bank through parts of 

the cash dividend to social capital for several years. 

Strategic Objectives 

SpareBank 1 Nord-Norge is a leading provider of financial services within the retail banking and corporate 

banking markets in Northern Norway. The company’s corporate vision and business concept is set out 

below. 

The Bank's vision is:  

For Northern Norway! 

This means that SpareBank 1 Nord-Norge wants to be known as: 

The region's own bank; 

A group that creates value in Northern Norway; 

Close and competent, with decisions taken on a local level; 

Financially sound, generous and people-oriented - rich in tradition, yet modern; and 

A driving force behind the development of Northern Norway - we care about you! 

Funding 

SpareBank 1 Nord-Norge utilises a number of funding sources including customer deposits, interbank loans, 

the Norwegian bond market, and bonds issued under a Euro Medium Term Note Programme, which is a joint 

programme for SpareBank 1 Østlandet, SpareBank 1 SMN and SpareBank 1 Nord-Norge. 

SpareBank 1 Nord-Norge may use F-loans and F-deposits that are provided by the Central Bank of Norway 

in its liquidity management system.  The Central Bank of Norway supplies reserves to the banking system by 

providing F-loans to banks. 

Equity Capital Certificates 

As at 31 December 2016, SpareBank 1 Nord-Norge had issued 100,398,016 Equity Capital Certificates 

(ECC) with a total ECC capital of NOK 1,807,164,288. 
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SPAREBANK 1 ØSTLANDET 

Business Description 

Overview 

SpareBank 1 Østlandet  was founded in 1845 and is incorporated under the laws of Norway pursuant to Act 

No. 17 of 10 April 2015 on Financial Undertakings and Financial Groups, and is registered with the 

Norwegian Company Registry with organisation number 920 426 530.  The address of its registered office is 

Strandgata 15, Postboks 203, N-2302 Hamar and the telephone number of its registered office is +47 915 

02999.  SpareBank 1 Østlandet is a credit institution licensed by the Ministry of Finance and supervised by 

the FSAN. 

Prior to 1 April 2017, the bank’s name was Sparebanken Hedmark. It assumed its current name following the 

merger with Bank 1 Oslo Akershus AS (B1OA) on 1 April 2017. The bank has its head office in Hamar, 

Norway. 

In June 2006, SpareBank 1 Østlandet  became part of the SpareBank 1 alliance.  As one of the members of 

the SpareBank 1 alliance, SpareBank 1 Østlandet  is part of Norway's second largest financial group.  

Through the SpareBank 1 alliance, SpareBank 1 Østlandet  participates in several business development 

programmes in areas including IT, multi-channel services, branding and staff education and training.  These 

investments are intended to help to ensure that SpareBank 1 Østlandet  will be at the forefront of the market. 

SpareBank 1 Østlandet 's and its subsidiaries' main operations involve the sale and provision of financial 

products and services, as well as leasing and real estate brokerage services.   

In the autumn of 2011, the former Sparebanken Hedmark expanded into the neighbouring county of Oppland 

with branches in the cities of Gjøvik and Lillehammer. In 2012, the bank also established a presence in the 

Municipality of Nes in the county of Akershus by purchasing a local branch from B1OA. 

In 2013, Sparebanken Hedmark acquired 40.5 per cent of B1OA. In December 2015, Sparebanken Hedmark 

signed an agreement with the Norwegian Confederation of Trade Unions and related associations 

(collectively referred to as LO) and the other SpareBank 1 banks to acquire the remaining shares in B1OA. 

The acquisition was completed in June 2016. Finally, the legal merger between the Sparebanken Hedmark 

and B1OA was completed at 1 April 2017, and the combined bank assumed its current name SpareBank 1 

Østlandet. With the expansion into Oslo and other parts of Akershus, SpareBank 1 Østlandet has become 

Norway’s fourth largest savings bank group. 

The SpareBank 1 Østlandet group (the SpareBank 1 Østlandet  Group) comprises SpareBank 1 Østlandet  

and the following subsidiaries: 

● EiendomsMegler 1 Hedmark Eiendom AS; 

● EiendomsMegler 1 Hedmark Eiendom; 

● SpareBank 1 Finans Østlandet AS;  

● Vato AS; 

● SpareBank 1 Regnskapshuset Østlandet AS; and 

● Youngstorget 5 AS. 

When including B1OA, the SpareBank 1 Østlandet Group has, as at 31 December 2016, around 290,000 

customers and 1,200 employees across 38 offices in the counties of Hedmark, Oppland, Oslo and Akershus. 
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Organisation Structure 

The following diagram illustrates the SpareBank 1 Østlandet  Group's current operational structure. 

 

Strategic Objectives 

By the end of 2018, the SpareBank 1 Østlandet  Group aims to be: 

● the fourth largest savings bank group in Norway, listed on Oslo Stock Exchange with an attractive equity 

certificate; 

● the preferred financial group in our original market area and the strongest-growing group in new market 

areas; 

● a financial group that is able to offer valuable solutions for our customers; and 

● a performance-based culture with a focus on continuous improvements and effective working-processes. 

Business Divisions 

SpareBank 1 Østlandet's banking activities are organized into three separate divisions: Retail, Corporate and 

Organizational/Capital markets.  

Within the Retail Market division (RM) activities are divided into six geographic regions: Østerdalen, 

Glåmdalen, Hedmarken, Ringsaker/Oppland, Sentrum/Vest and Romerike-Øst-Follo. In addition, the retail 

division has a customer call center and a private banking team.  

The Corporate Market division (CM) is divided geographically into five regions: Oslo/Akershus, 

Hedmarken, Oppland, Østerdalen and Glåmdalen. The CM division also has a customer call center. 

Both divisions offer financial and insurance products to private individuals and the corporate market 

(including self-employees). The CM Division also provides cash management services. The divisions 

operate on a multi-channel distribution basis with 38 branches spread across the Inland (Hedmark and 

Oppland) and Capital (Oslo and Akershus) regions in addition to the two customer call centres and internet 

banking services.  
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The Organizations and Capital Markets division (OM) services customers across categories. Partly, the 

division functions as a dedicated unit for the bank's relations with the trade union movement. The unions are 

an important customer group in the bank, based in part on their significant deposit volume and the long-term 

co-operation agreement entered into in connection with the bank’s acquisition of the unions’ shares in 

B1OA. Under the cooperation agreement the bank offers specialised products and services to LO and its 

members. The cooperation agreement has an original duration of 10 years.  

The OM division is also a competence center for other divisions in the Bank when it comes to trade union 

relations, especially for the RM division in relation to the customer relationship towards individual union 

members. The OM division also partly offers interest rate and FX brokerage and advisory services, primarily 

for the commercial needs of corporate clients, and provides wealth management services to high net worth 

individuals and corporates. The division does not engage in trading activities for the bank's own account. 

Funding 

SpareBank 1 Østlandet  utilises a number of funding sources, including customer deposits, interbank loans, 

the Norwegian bond market, and bonds issued under a Euro Medium Term Note Programme, which is a 

common programme with the four biggest banks in the SpareBank 1 alliance: SpareBank 1 SR-Bank ASA, 

SpareBank 1 SMN, SpareBank 1 Nord-Norge and SpareBank 1 Østlandet.  

In addition, SpareBank 1 Østlandet  may use F-loans and F-deposits that are provided by the Central Bank of 

Norway in its liquidity management system.  The Central Bank of Norway supplies reserves to the banking 

system by providing F-loans to banks. 

Equity Capital Certificates 

In November 2015, SpareBank 1 Østlandet converted 60 per cent. of its primary capital to equity certificate 

capital. The certificates were transferred to the newly established Sparebanken Hedmark Sparebankstiftelse. 

In June 2016, SpareBank 1 Østlandet issued additional equity certificates to finance the acquisition of Bank 

1 Oslo Akershus. These certificates are owned by a combination of the Norwegian Confederation of Trade 

Unions (LO) and other SpareBank 1-banks.  The bank aims to list its equity capital certificates on Oslo Stock 

Exchange in 2017.  
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BN BANK ASA 

Overview 

In 1961 the credit institution AS Næringskreditt was established in Trondheim by banks and insurance 

companies.  The purpose of the company was to assist in financing business enterprises by arranging and 

providing loans with collateral security.  In 1992 the credit institution was converted into a bank and 

renamed Bolig-og Næringsbanken ASA (BN Bank).  The purpose of becoming a bank was to diversify 

funding by taking advantage of the possibility of offering favourable deposit and saving products.  This 

reduced BN Bank's dependency on the securities market as a funding source. 

BN Bank was acquired by a consortium of SpareBank 1 banks in December 2008.  At the time of the 

acquisition BN Bank's name was Glitnir Bank ASA.  The consortium received a licence to buy BN Bank two 

months after its parent bank, Glitnir Banki hf in Iceland, was put under public administration.  After the 

acquisition, the bank changed its name back to its former name BN Bank ASA. 

BN Bank's organisation number in the Register of Business Enterprises is 914 864 445.  BN Bank operates 

in Norway and is subject to Norwegian law.  BN Bank is a credit institution licensed by The Ministry of 

Finance (Finansdepartementet) and supervised by the FSAN. 

BN Bank is organised as a banking group with its fully owned subsidiary Bolig-og Næringskreditt AS 

(BNkreditt).  BNkreditt is a mortgage credit institution specialising in commercial real estate loans.  

In April 2014 BN Bank was granted permission to apply the advanced IRB approach for corporate loans.  

This permission applies to corporate loans on the balance sheets of BN Bank and BNkreditt.  In June 2015 it 

was also given permission to use the IRB approach for its housing loan portfolio.  

BN Bank's assets were NOK 28 billion as of 31 December 2016.  BN Bank together, with its subsidiaries, 

employed 108 full-time workers at year-end 2016. 

Organisation Structure 

BN Bank's operations are nationwide and concentrated on the two core business areas of retail banking and 

corporate banking.  However, in a meeting on 10 August 2015, the board of directors of BN Bank resolved 

to refocus the bank as a bank for the retail segment and opted to wind down its corporate business which 

consists of lending to finance commercial property.   

The background to this decision was a desire to further develop the retail banking business by refocusing BN 

Bank as a bank for customers who prefer a self-service concept and favourable borrowing rates.  However, 

in January 2017 the board of directors approved a small adjustment to this strategy. See the description of the 

corporate portfolio for further details. 

In addition to these areas, the bank offers a range of products from SpareBank 1.  
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BN Bank has its head office in Trondheim and a branch office in Oslo.  BN Bank is structured as follows: 

 

 

Business Segments 

BN Bank is a focused, niche bank, which is complementary to the shareholder banks within their target 

areas.  BN Bank aims to be known for simple solutions, cost-effective operations and predictability, and 

aims to have a low risk profile. 

Retail Market 

BN Bank aims to be a leading direct bank with a focus on competitive terms and self-service solutions in the 

retail market.  In the retail market, BN Bank aims to be the best choice for self-service customers who want 

simple, efficient and predictable banking services, in the form of either online banking or telephone banking.  

BN Bank meets customers on their own terms by offering cost-effective and user-friendly products and 

solutions.  BN Bank is simple and efficient, giving the customer competitive terms over time. 

A sharp, web-based concept, combined with cost-effective distribution and customer service, gives BN Bank 

a clear position as a leader in terms of cost-effectiveness in the Norwegian banking market.  BN Bank aims 

to continue to reinforce this position through the further development of web-based services and the 

automation of manual processes and tasks. 

BN Bank aims to strengthen its position in the retail market through raising the profile of its brand, 

increasing brand awareness and pursuing a growth strategy.  The establishment of the real estate agent BN 

Bolig will play an important part in this strategy.  Provision has been made for growth in income through 

more channels and products, such as credit cards and consumer financing. 

Corporate Market 

Due to the above mentioned decision from its board of directors, BN Bank reduced its corporate portfolio 

with approximately 50% at year end 2016 and increased the margins in the portfolio considerably.  

Recognising this fact, the board of directors decided in January 2017 to maintain and develop the profitable 

part of the remaining portfolio. In addition, the board decided to broaden the corporate markets scope by 

deciding to increase the share of building loans and project financing in the corporate market portfolio. 

Funding 

BN Bank's main funding sources are deposits, domestic bonds and covered bonds issued by the covered 

bond companies SpareBank 1 Boligkreditt AS and SpareBank 1 Næringskreditt AS. 

CEO 

 

Retail Market 

Risk/Compliance 
Business 

Support 

Finance/Treasury 
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Equity Capital 

BN Bank is owned by SpareBank 1 SMN (33 per cent.), SpareBank 1 SR-Bank ASA (23.5 per cent.), 

SpareBank 1 Nord-Norge (23.5 per cent.) and Samarbeidende Sparebanker BankInvest (20 per cent.). 

Share Capital 

As of 31 March 2016, BN Bank had 14,116,331 issued shares, with a total share capital of NOK 

705,816,550. 
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SPAREBANK 1 BV 

Business Description 

Overview 

SpareBank 1 BV was founded in 1859 and is incorporated under the laws of Norway pursuant to Act No. 17 

of 10 April 2015 on Financial Undertakings and Financial Groups, and is registered with the Norwegian 

Company Registry with organisation number 944 521 836. The address of its registered office is Anton 

Jenssens gate 2, PO BOX 75, N-3101 Tønsberg and the telephone number of its registered office is +47 915 

02480. SpareBank 1 BV is a credit institution licensed by the Ministry of Finance and supervised by the 

FSAN. 

The bank has a long and traditional history with several local consolidations. In Buskerud, the bank has roots 

from Sandsvær Sparebank, established in 1883, while Vestfold has roots from Sandeherred Sparebank, 

established in 1859.  With effect from 2 January 2017, SpareBank 1 BV and SpareBank 1 Nøtterøy-

Tønsberg merged. SpareBank1 Nøtterøy-Tønsberg was established in 1857 and is a local bank with long 

traditions, which will now continue under the name SpareBank 1 BV.  The newly merged bank has 

established new headquarter in Tønsberg. 

SpareBank 1 BV is part of the SpareBank 1 alliance. By participating in the SpareBank 1 alliance, 

SpareBank 1 BV is linked to and cooperates with the independent, locally-based banks thus combining 

efficient operations and economies of scale with the benefit of being close to its customers and the market. 

SpareBank 1 BV's and its subsidiaries' main operations involve the sale and provision of financial products 

and services, as well as real estate brokerage services and accounting services.  Its customers comprise 

private individuals, small and medium-sized enterprises and the public sector within the Buskerud and 

Vestfold region. 

The SpareBank 1 BV group (the SpareBank 1 BV Group) comprises SpareBank 1 BV and the following 

subsidiaries: 

1. EiendomsMegler 1 BV AS 

2. Imingen Holding AS  

3. SpareBank 1 Regnskapshuset BV AS  

4. 60 % ownership of Z-Eiendom AS 

All subsidiaries have their head offices in the Buskerud and Vestfold region.  As of 31 March 2017, the 

SpareBank 1 BV Group had around 335 employees. 

SpareBank 1 BV is domiciled in Norway, with its head office located in Tønsberg.  As at 31 March 2017, 

SpareBank 1 BV has 8 branches located in the counties of Buskerud and Vestfold. 

SpareBank 1 BV is listed on the Oslo Stock Exchange under the ticket code SBVG. 
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Organisation Structure 

The following diagram illustrates the SpareBank 1 BV Group's current operational structure. 

The following diagram illustrates the SpareBank 1 BV Group’s current
operational structure. 

2
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 Strategic Objectives 

By the end of 2017, the SpareBank BV Group aims to be the ninth largest savings bank group in Norway, 

listed on Oslo Stock Exchange with an attractive equity certificate. 

Business Divisions 

The SpareBank 1 BV business is characterised by its regional focus, while its fundamental strength is being 

able to position itself close to its customer base while offering awareness of local businesses and affairs. 

SpareBank BV's banking activities have been organised into retail and corporate divisions.  Within these 

divisions, activities are divided into three geographic regions: Region Nord (Kongsberg and Drammen) 

Region Midt (Horten and Tønsberg), Region Sør (Sandefjord and Larvik).  The organisational structure aims 

to give customers better offers through specialised skills and clearer liability lines, and to increase the Bank's 

profitability through more efficient operations. 

Retail Markets 

The Retail Markets Division offers financial and insurance products to private individuals.  It operates on a 

multi-channel distribution basis with 8 offices spread across the region Buskerud and Vestfold, a customer 

centre and a mobile/internet bank. 

Corporate Markets 

The Corporate Markets Division provides financial products in addition to insurance and cash management 

services.  The Corporate Markets Division operates on a multi-channel distribution basis with 3 offices in the 

region Buskerud and Vestfold, a customer service centre and internet banking services. 
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Funding 

SpareBank BV utilises a number of funding sources including customer deposits, interbank loans, and the 

Norwegian bond market. 

In addition, SpareBank BV may use F-loans and F-deposits that are provided by the Central Bank of Norway 

in its liquidity management system.  The Central Bank of Norway supplies reserves to the banking system by 

providing F-loans to banks. 

Equity Capital Certificates 

As at 31 March 2017, SpareBank 1 BV had issued 63,101,353 Equity Capital Certificates (ECC), with a 

total ECC capital of NOK 946,520,295. 
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FEATURES COMMON TO THE CATEGORY A SHAREHOLDERS 

SpareBank 1 Boligkreditt 

All Category A Shareholders are party to the Shareholders' Agreement and the Shareholder Note Purchase 

Agreement.  For a description of the obligations to the Issuer under these agreements see "Description of the 

Shareholders' Agreement and the Shareholder Note Purchase Agreement" above. 

Product Areas 

The Category A Shareholders offer a wide range of products including loans, deposits and other savings 

products, payment transmission services, insurance, mutual funds, real estate brokerage, securities trading, 

active investment management, leasing, debt collections and factoring, either directly or by offering products 

which originated from other SpareBank 1 entities.  

Origination and Servicing of Mortgage Loans 

The Category A Shareholders originate and service all mortgage loans provided by them to their customers 

on a substantially similar basis to the other Shareholder Banks forming part of the SpareBank 1 alliance.  For 

further details, see "Mortgage Origination, Eligibility and Servicing" above. 

Risk Management 

All Category A Shareholders share substantially similar risk management procedures.  For further details, 

see "Risk Management Controls for the Category A Shareholders" above. 

Corporate Governance 

Each Category A Shareholder has implemented a corporate governance policy which is based on the 

principles stated in the Norwegian Code of Practice for Good Corporate Governance.  

Management 

Under the Act (as defined in "Overview of the Norwegian Legislation Regarding Covered Bonds 

(obligasjoner med fortrinnsrett)" below), SpareBank 1 SMN, SpareBank 1 Nord-Norge and Sparebanken 

Hedmark (the Shareholder Savings Banks) are required to have a two-tier board structure consisting of a 

Supervisory Board and a Board of Directors.  SpareBank 1 SR-Bank ASA, Bank 1 Oslo Akershus AS and 

BN Bank ASA are organised as limited companies under the Act and have a three-tier structure with an 

additional General Meeting as the third governing body. 

Supervisory Board/General Meeting 

The Supervisory Board is the most senior decision-making board within the Shareholder Savings Banks.  Its 

role is to (i) supervise the Board of Directors as it implements management strategy, and (ii) make final 

decisions in substantial matters including changes of articles of associations, increase of capital, mergers etc.  

For SpareBank 1 SR-Bank ASA, Bank 1 Oslo Akershus AS and BN Bank ASA it serves in a supervisory 

role for the Board of Directors and in an advisory role for the General Meeting, which casts the final votes in 

substantial matters including changes of the articles of association, increase of capital, mergers, etc. 

Board of Directors 

The Board of Directors of each Category A Shareholder is elected by the Supervisory Board and has the 

overriding responsibility for the management and organisation of the group, pursuant to legislation, articles 

of association and resolutions of the Supervisory Board.  The Board of Directors is responsible for ensuring 

that the assets at the bank's disposal are managed in a safe and appropriate manner.  The Board of Directors 
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is also required to ensure that accounting and asset management are subject to adequate supervision and 

satisfactory control. 

Audit Committee 

The audit committee is a subcommittee established by the Board of Directors.  The audit committee's 

mandate is to prepare and advise the Board of Directors in matters concerning financial reporting, internal 

control systems, and the work of internal and external auditors. 

External Auditor 

For each Category A Shareholder, an external auditor is appointed by the Supervisory Board upon the 

recommendation of the audit committee.  Each Category A Shareholder uses the same auditor for the parent 

company and all of its subsidiaries.  The external auditor performs the statutory confirmation of the financial 

information provided by the companies in their public accounts.  The external auditor presents each year to 

the audit committee a plan for the audit activities to be carried out the following year.  The external auditor 

attends the meetings of the Board of Directors at which the annual accounts are reviewed and also the 

meetings of the audit committee. 

None of the external auditors of the Category A Shareholder has provided such Category A Shareholder with 

non-audit services of any significance.  Any such services from the external auditor must comply with 

section 4-5 of the Norwegian Auditors Act.  The Board of Directors informs the Supervisory Board of the 

external auditor's remuneration for the audit and any other services.  The external auditor has meetings with 

the audit committee without the CEO being present. 

The current external auditor of SpareBank 1 Østlandet is PricewaterhouseCoopers AS. 

The current external auditor of SpareBank 1 SMN is Deloitte AS. 

The current external auditor of SpareBank 1 Nord-Norge is KPMG AS. 

The current external auditor of SpareBank 1 SR-Bank ASA is PricewaterhouseCoopers AS. 

The current external auditor of BN Bank ASA is KPMG AS. 

The current external auditor of SpareBank 1 BV is KPMG AS. 

Legal Proceedings 

Each of the Category A Shareholders is not and has not been involved in any governmental, legal or 

arbitration proceedings (including any such proceedings which are pending or threatened of which such 

Category A Shareholder is aware) in the 12 months preceding the date of this document which may have or 

have in such period had a significant effect on the financial position or profitability of such Category A 

Shareholder.  
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BUSINESS DESCRIPTION OF THE CATEGORY B SHAREHOLDERS 

The shareholding held by each Category B Shareholder in the Issuer is as follows: 

 

Category B Shareholder Shareholding in Issuer (as at the date of this Base 

Prospectus) 

SpareBank 1 Østfold Akershus 4.45% 

Sparebanken Telemark 4.22% 

SpareBank 1 Ringerike Hadeland 3.67% 
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SPAREBANK 1 ØSTFOLD AKERSHUS 

Overview 

The SpareBank 1 Østfold Akershus Group (the SpareBank 1 Østfold Akershus Group) consists of 

SpareBank 1 Østfold Akershus as well as the wholly owned subsidiaries EiendomsMegler 1 Østfold 

Akershus AS and Nekor Gårdselskap AS.  SpareBank 1 Østfold Akershus' organisation number in the 

Register of Business Enterprises is 837 884 942.  The SpareBank 1 Østfold Akershus Group operates in 

Norway and is subject to Norwegian law.  SpareBank 1 Østfold Akershus is a credit institution licensed by 

The Ministry of Finance (Finansdepartementet) and supervised by the FSAN. 

SpareBank 1 Østfold Akershus is an independent regional savings bank for retail customers and small and 

medium-sized businesses in the bank's core geographical market, with its head office in Moss and bank 

branches spread across much of Østfold County, and Vestby and Drøbak municipalities in Akershus.  Some 

of the offices are shared with EiendomsMegler 1 Østfold Akershus AS.  At year-end 2016, the SpareBank 1 

Østfold Akershus Group had 213 employees (full-time equivalent). 

SpareBank 1 Østfold Akershus is part of the SpareBank 1 alliance.  By participating in the SpareBank 1 

alliance, SpareBank 1 Østfold Akershus is linked to and cooperates with the independent, locally-based 

banks combining efficient operations and economies of scale with the benefit of being close to its customers 

and the market. 

SpareBank 1 Østfold Akershus is listed on the Oslo Stock Exchange. 

Business Segments 

The SpareBank 1 Østfold Akershus Group's activities are divided into the following primary segments: 

banking operations, real estate brokerage and real estate operations.  SpareBank 1 Østfold Akershus' 

activities are divided into the following segments: retail market and corporate market.   

In addition to banking operations, SpareBank 1 Østfold Akershus has the following wholly owned 

subsidiaries: Nekor Gårdselskap AS and EiendomsMegler 1 Østfold Akershus AS.  Nekor Gårdselskap AS is 

a pure real estate management company, with the overall objective of managing its own and SpareBank 1 

Østfold Akershus' real estate.  Nekor Gårdselskap AS's primary market areas are those municipalities in 

which SpareBank 1 Østfold Akershus operates.   

The EiendomsMegler 1 company is engaged in real estate brokerage in Frogn, Vestby, Askim, Moss, 

Halden, Sarpsborg and Fredrikstad municipalities.  All subsidiaries are geographically located in Østfold. 

SpareBank 1 Boligkreditt 

SpareBank 1 Østfold Akershus is a party to the Shareholders' Agreement and the Shareholder Note Purchase 

Agreement.  For a description of SpareBank 1 Østfold Akershus' obligations to the Issuer under these 

agreements see "Description of the Shareholders' Agreement and the Shareholder Note Purchase 

Agreement" above. 

Origination and Servicing of Mortgage Loans 

SpareBank 1 Østfold Akershus originates and services all mortgage loans provided by it to its customers on a 

similar basis to the other Shareholder Banks forming part of the SpareBank 1 alliance.  For further details, 

see "Mortgage Origination, Eligibility and Servicing" above. 

Auditor 

SpareBank 1 Østfold Akershus' external auditor is PricewaterhouseCoopers AS. 
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SPAREBANKEN TELEMARK 

Overview 

SpareBanken Telemark is an independent regional savings bank and is registered on the Register of Business 

Enterprises with organisation number 937 891 334.  SpareBanken Telemark is subject to Norwegian law and 

is a credit institution licensed by The Ministry of Finance (Finansdepartementet) and supervised by the 

FSAN. 

The bank's head office is in Porsgrunn and, in addition, there are branch offices in Skien, Bamble, Ulefoss, 

Lunde, Bø and Notodden. 

The SpareBanken Telemark group consists of SpareBanken Telemark as well as the wholly owned 

subsidiaries Tufte Eiendom AS and Sparebankgården AS, and a 56 per cent. share in Eiendomsmegler 1 

Telemark. 

As at 31 December 2016, the SpareBanken Telemark group had 149 employees. 

SpareBanken Telemark is part of the SpareBank 1 alliance.  By participating in the SpareBank 1 alliance, 

SpareBanken Telemark is linked to and cooperates with the independent, locally-based banks combining 

efficient operations and economies of scale with the benefit of being close to its customers and the market. 

Business Strategy and Segments 

The SpareBanken Telemark group operates within all the major financial and banking sectors, including, 

without limitation, granting loans and credit, handling payments, managing savings and investment, offering 

insurance and, through its wholly owned subsidiaries, providing real estate brokerage services. 

The SpareBanken Telemark business is characterised by its regional focus.  Its fundamental strength is the 

ability to position itself close to its customer base while offering awareness of local businesses and affairs. 

SpareBank 1 Boligkreditt 

SpareBanken Telemark is a party to the Shareholders' Agreement and the Shareholder Note Purchase 

Agreement.  For a description of SpareBanken Telemark's obligations to the Issuer under these agreements 

see "Description of the Shareholders' Agreement and the Shareholder Note Purchase Agreement" above. 

Origination and Servicing of Mortgage Loans 

SpareBanken Telemark originates and services all mortgage loans provided by it to its customers on a similar 

basis to the other Shareholder Banks forming part of the SpareBank 1 alliance.  For further details see 

"Mortgage Origination, Eligibility and Servicing" above. 

Auditor 

SpareBanken Telemark's external auditor is Ernst & Young AS. 
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SPAREBANK 1 RINGERIKE HADELAND 

Overview 

SpareBank 1 Ringerike Hadeland is an independent regional savings bank and is registered on the Register 

of Business Enterprises with organisation number 937 889 275.  SpareBank 1 Ringerike Hadeland is subject 

to Norwegian law and is a credit institution licensed by The Ministry of Finance (Finansdepartementet) and 

supervised by the FSAN. 

SpareBank 1 Ringerike Hadeland was created following the July 2010 merger of Ringerikes Sparebank, 

Gran Sparebank and Sparebanken Jevnaker Lunner.  Each bank held a significant share of both the retail and 

the corporate markets in the Ringerike and Hadeland regions.   

The bank's head office is in Hønefoss, and it has 7 additional branches.  In some offices the bank is co-

located with its subsidiary Eiendomsmegleren Ringerike Hadeland AS (80% owned – real estate broker).  As 

at 31 December 2016, the SpareBank 1 Ringerike Hadeland Group had 242 employees, including the 

employees in the subsidiaries SpareBank 1 Økonomihuset regnskap AS (100% - Accounting services), and 

SpareBank 1 Økonomihuset IT-Nett (100% - provides IT-technology services to customers). 

SpareBank 1 Ringerike Hadeland is part of the SpareBank 1 alliance.  By participating in the SpareBank 1 

alliance, SpareBank 1 Ringerike Hadeland is linked to and cooperates with the independent, locally-based 

banks combining efficient operations and economies of scale with the benefit of being close to its customers 

and the market. 

SpareBank 1 Ringerike Hadeland is listed on the Oslo Stock Exchange. 

Business Strategy and Segments 

The SpareBank 1 Ringerike Hadeland group operates within all the major financial and banking sectors 

including, without limitation, granting loans and credit, handling payments, managing savings and 

investments, offering insurance and, through its subsidiaries, providing real estate brokerage services. 

The SpareBank 1 Ringerike Hadeland business is characterised by its regional focus, and its fundamental 

strength is being able to position itself close to its customer base while offering awareness of local 

businesses and affairs. 

SpareBank 1 Boligkreditt 

SpareBank 1 Ringerike Hadeland is a party to the Shareholders' Agreement and the Shareholder Note 

Purchase Agreement.  For a description of SpareBank 1 Ringerike Hadeland's obligations to the Issuer under 

these agreements see "Description of the Shareholders' Agreement and the Shareholder Note Purchase 

Agreement" above. 

Origination and Servicing of Mortgage Loans 

SpareBank 1 Ringerike Hadeland originates and services all mortgage loans provided by it to its customers 

on a similar basis to the other Shareholder Banks forming part of the SpareBank 1 alliance.  For further 

details see "Mortgage Origination, Eligibility and Servicing" above. 

Auditor 

SpareBank 1 Ringerike Hadeland's external auditor is Deloitte AS. 
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CONSOLIDATED BUSINESS DESCRIPTION OF THE CATEGORY C SHAREHOLDERS 

The shareholding held by each Category C Shareholder in the Issuer is as follows: 

 

Category C Shareholder Shareholding in Issuer (as at the date of this Base 

Prospectus) 

SpareBank 1 NordVest 2.20% 

SpareBank 1 Modum 1.46% 

SpareBank 1 Søre Sunnmøre 1.30% 

SpareBank 1 Hallingdal Valdres 1.20% 

SpareBank 1 Gudbrandsdal 0.93% 

SpareBank 1 Lom og Skjåk Sparebank 0.71% 

 

Each Category C Shareholder is a Norwegian local savings bank licensed by The Ministry of Finance 

(Finansdepartementet) and supervised by the FSAN for retail customers and small and medium-sized 

businesses located within each particular bank's core geographical market.  The business areas of each bank 

include the origination of residential mortgage loans to customers. 

Each Category C Shareholder is part of the SpareBank 1 alliance through which it participates in several 

business development programmes in areas including IT, multi-channel services, branding and staff 

education and training.  As members of the SpareBank 1 alliance, the Category C Shareholders operate 

shared mortgage origination and servicing processes.  For further details, see "Mortgage Origination, 

Eligibility and Servicing" above. 

As Shareholders Banks, each of the Category C Shareholders is a party to the Shareholders' Agreement and 

the Shareholder Note Purchase Agreement and collectively own 8.33 per cent. of the Issuer.  For a 

description of the obligations of the Shareholders Banks to the Issuer under these agreements see 

"Description of the Shareholders' Agreement and the Shareholder Note Purchase Agreement" above.  



 

 
0013726-0003830 ICM:27128339.10 128  
 

THE NORWEGIAN ECONOMY, HOUSING AND MORTGAGE LOAN MARKETS 

Norwegian Economy 

Norway is a constitutional monarchy in northern Europe.  Norway is not a member of the European Union (a 

majority in two referendums held in 1978 and again in 1994 turned down EU membership), but is a member 

of the European Economic Area (the European inner market). Norway is a founding member of the United 

Nations, NATO, the Council of Europe, the Antarctic Treaty and the Nordic Council; a member of the WTO 

and the OECD; and is also a part of the Schengen Area.  The country maintains a combination of market 

economy and a Nordic welfare model with universal health care and a comprehensive social security system. 

Norway has extensive reserves of petroleum, natural gas, minerals, lumber, seafood, fresh water and 

hydropower. The country has an independent currency (NOK) and a central bank (Norges Bank), which 

governs monetary policy according to an inflation target.  The country's population is approximately 5.3 

million (approximately 2.3 million households) and is a comparatively fast-growing population compared to 

other countries in the developed world (approximately 1.3 per cent. five year compounded annual growth 

over the previous 5 years to year-end 2016), (source: Statistics Norway).   

The latest figures for household debt from Statistics Norway (year-end 2015) show an average debt per 

household of NOK 1,525,700 for households that have debt, up from 1,459,900 in 2014. The average after-

tax income for all households (excluding students) is 589,900 kroner in 2015, up from 563,700 kroner in 

2014.  84.4 per cent. of Norwegian households carry some form of debt.  This share is relatively high in 

Norway because the population’s home ownership rate is also very high (well above 80 per cent.).  Mortgage 

debt is the largest usual form of household indebtedness with student debt approximately 14 per cent on 

average of all debt for the households that carry debt. 

The following chart based on data from Statistics Norway shows the annual GDP growth rate of the 

Norwegian mainland economy (which excludes the offshore oil, gas and shipping revenues accounting for 

approx. 20 per cent of the overall GDP), the headline consumer price index (CPI) and the rate of 

unemployment, along with forecasts for the years 2017-2018.  The Norwegian economy has shown 

resilience during the U.S. recessions of both the early 1990s recession and the early 2000s.  However, the 

financial crisis in 2008-2009 caused the annual Norwegian GDP growth rate to contract by 1.6 per cent. for 

the first time since 1989 (source: Statistics Norway).  The steep shift in household disposable income in 2006 

and the high growth rate preceding it are explained by a change in the taxation system for dividends from 

private enterprises.  The latest years have been impacted by the decline in oil prices, and 2016 was the 

weakest year since 2009 with a real GDP growth rate of 0.8 per cent. Although oil and gas production 

offshore is excluded from the mainland GDP data due to its inherent volatility, the sustained downturn in 

investments and restructuring of the cost base of many companies in the oil and gas sector has impacted the 

mainland economy substantially.  Statistics Norway forecasts 2017 GDP growth at 1.7 per cent, with the 

relative stability in oil prices, continued fiscal and monetary positive impulses and an expanding world and 

European economy responsible for the recovery. 

The challenges in the Norwegian economy are also visible in the chart below, where unemployment has 

increased while the disposable household income growth has declined in 2016.   Norway’s financial position 

is arguably robust enough to handle the desired transition from oil investments driven growth to a more 

diversified economy, with a large sovereign wealth fund that has accumulated over the previous twenty 

years. The unemployment rate has reduced from a peak of 5 per cent. to the current 4.2 per cent. at the time 

of writing (May 2017). Norway’s statistics office expects the unemployment rate to remain at or around the 

current level through 2018. Norway has during previous recessions, i.e. 1989, not tended to exhibit a high 

unemployment rate compared to other countries in Europe. 
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Source: Statistics Norway 

 

Source: Statistics Norway, Norwegian Ministry of Finance, Norges Bank Investment Management. 

(numbers are subject to revision) 

Oil and gas production is a dominant industry.  The market value of the output from the offshore oil and gas 

(and shipping) sector has been around 20 per cent of the total Norwegian GDP, but reduced to around 13-14 

per cent (measured as the difference in GDP between the mainland and the total Norwegian GDP) due to the 

price slump which started in 2014.  However, Norway is also a diversified economy on the mainland where 

an increase in relative competiveness has taken place as the NOK has declined along with oil prices, helping 

exports. Human resources and innovation has shifted towards other areas in the mainland economy, away 

from a higher focus on the oil and gas industry previously. The levels of employment in different sectors and 

the relative change in each sector is illustrated further below.  

The following charts show an improvement in average wages in Norwegian industry when measured in a 

common currency with trading partners in the European Union.  The Norwegian level was 32 per cent higher 

in 2016 than these trading partners, but has improved significantly since 2013:.  

Economic Indicators (%) 2012 2013 2014 2015 2016 E 2017 E

GDP growth - mainland 3.8 2.3 2.3 1 1.4 2.3

   Household consumption growth 3.5 2.7 1.7 2 1.2 2.8

   Investment growth – mainland* 7.4 2.9 1.3 0.2 3.2 4.4

Investment growth oil & gas 15.1 19.3 -2.9 -14.7 -13.5 -3.7

Inflation rate, CPI 0.8 2.1 2 2.1 2.4 2

3 month NIBOR rate / avg. mortgage rate 2.2 / 3.6 1.8 / 4.0 1.7 / 3.9 1.3 / 3.2 0.7 / 2.4 0.5 / 2.2

Household savings ratio 7.1 7.6 8.8 9.4 9.4 8.9

Unemployment rate 3.2 3.5 3.5 4.4 4.7 4.5

HH sector disp. real inc. growth 4.4 3.8 2.9 2.3 1.3 2.4

Current Account Surplus / GDP 12.4 10.2 11.9 9 4.7 4.7

Gov Budget Surplus /  GDP 14 12 10 10 6 n.a.

Sovereign Wealth Fund / GDP 129 164 204 238 228 n.a.

* Business, residential housing and public sector investments

(1) 
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Source: Teknisk Beregnings Utvalg (TBU) (a Norwegian government statistical office) 

Employment has changed during the years 2013 to 2016 in that the number of positions in the oil and gas 

and related industries have shrunk, while other areas of economic activity as well as the public sector has 

expanded. This is underlining both the countercyclical nature of government spending and activity in a 

downturn, but also the change that is an ongoing process within the private economic sector 

 



 

 
0013726-0003830 ICM:27128339.10 131  
 

 

Source: Statistics Norway (both employment charts) 

Norwegian exports 

The Norwegian economy has benefited from developments in the world economy.  Growth in China and 

other low cost nations which produce finished goods has led to strong demand and price increases for raw 

materials such as oil, metals, fish and shipping services, all of which are important Norwegian exports 

(source: Statistics Norway).  Recently, due to an oil price-related depreciation of the Norwegian kroner, 

traditional exports (or exports of non-oil and gas) have become more cost competitive and these components 

have grown.  Notwithstanding the exchange rate-driven boost to certain exports, the overall current account 

balance has declined as a percentage of GDP because oil and gas has a dominant share of Norwegian exports 

(approximately 50 per cent of total exports prior to the oil price decline towards the end of 2014).  

Nevertheless, Norway remains a net exporter with a continuous positive current account balance.  Exports of 

other items apart from crude oil- and gas are detailed below, where the components in each chart, goods and 

services, are shown as relative shares adding up to 100% 

Norwegian non-oil and gas exports (source: SSB) 
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Oil and gas 

The production of crude oil and gas continues to be an important feature of the Norwegian economy.  This 

production stems from the hydrocarbon resources on the continental shelf off the Norwegian coast.  

Production of crude oil and gas accounts for around 10 per cent as a share of the total production of all 

economic activity in Norway, as measured in basic prices in 2016, down from a peak of approximately 16-17 

per cent in 2012
1
.  Only around 2 to 3 per cent. of the employed population is directly involved in oil and gas 

extraction.  Oil production has fallen since 2001, but since the mid-1990s gas production has increased and 

in 2016 gas production was 51 per cent. and oil 40 per cent. of the total offshore Norwegian energy 

production (see the illustration below).  Because of natural gas' environmental benefits relative to coal, and 

the phasing out of coal as an energy and environmental objective in several countries, it is expected that 

natural gas demand will grow in the countries that Norway delivers gas to in Northern Europe.  

The following chart sets out historical offshore energy production: 

 

Source: The Norwegian Petroleum Directorate 

Norway is the largest exporter of natural gas into the European Union, with a market share of approximately 

30 per cent. of all EU imported natural gas.  Below is an overview of market shares of various countries 

delivering natural gas to the EU: 

 

Source: Eurostat 

Oil and gas have been produced in Norway since 1969.  The Norwegian Petroleum Directorate, a 

government agency, oversees the sector and provides annually updated estimates of the volume of carbon-

based energy resources on the Norwegian Continental Shelf.  The agency presents its estimates on an oil-

equivalent basis and thus the chart below represents a total of approximately 90 billion barrels of oil 

                                                      
1
  Basic value: Value of products in basic prices. Basic price is amount received by the producer minus any tax 

payable to government, and plus any subsidy receivable from government. Value added by industry is 

recorded in basic prices, as a difference between output in basic prices and intermediate consumption in 

purchasers' prices. 



 

 
0013726-0003830 ICM:27128339.10 133  
 

equivalents.  "Contingent Reserves" in existing fields are resources which are recoverable with additional 

investment and "Undiscovered Resources" are estimates based on geological surveys. 

 

Source: Norwegian Petroleum Directorate 

Recent oil price declines 

Oil prices have declined materially since the middle of 2014 and this has led to lower GDP growth in 

Norway of 0.8 per cent in 2016. The main drivers are lower investment levels offshore, which again impacts 

the activity in onshore businesses delivering products and services to the oil industry.  Alongside capital 

expenditures reductions and postponement, the industry has cut operating expenses affecting a wide range of 

Norwegian businesses, especially in the South and South West of the country. 

A chart of data from survey data about investment levels in the oil industry, including expectations for 2017 

published in February 2017 (source: SSB) illustrates the decline, but also an increase in electric power, i.e. 

renewable investments, as Norway is connecting its grid and large hydroelectric power resources to 

Germany and the U.K., amongst other things 

 

 

Investment levels in the oil and gas industry are expected to be unchanged in 2018 from the 2017 level as the 

recovery of oil prices to around $50 per barrel have made several projects feasible after the efforts to reduce 

costs which has taken place.  While the running oil production on the Norwegian continental shelf has an 

average break-even cost of $20 or so (source: Rystad energy), the pipeline of investments in the case of 

Statoil (the largest Norwegian energy company) has reduced to $27 per barrel (Source: Statoil capital 

markets day presentations, February 27) 
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Looking at a longer history of inflation adjusted oil prices, the ten years from 2004 to 2014 stand out as a 

period of especially high oil prices.  The Norwegian oil industry has been profitable for many years prior to 

2004 and it appears that the oil price is returning to a price level in line with or above historical averages. 

 

There are some important mitigants to the oil price decline for Norway as an oil producer: 

- The revenue impact of lower oil prices is less in NOK when the NOK depreciates against the USD; 

- The NOK depreciation will help traditional goods and services exports from Norway become more 

competitive; 

- The oil price decline may contribute to lower costs or a slower increase in cost levels for Norwegian 

businesses as more capacity is available in the economy; 

- The Government of Norway has saved most of its oil and gas revenues since the mid 1990s in a fund, the 

Norwegian Government Pension Fund Global, as discussed below; and 

- The goal of transitioning the economy away from oil and towards other sectors (for example, towards 

renewable energy, technology, biotech/medicine and aquaculture) is supported by the weakness in the oil 

sector both with regards to available skilled labour as well as other viable investment alternatives when 

investment return expectations in the petroleum industry decline. 

The Norwegian Government Pension Fund Global 

Revenues from oil and gas activity are invested (via dividends from direct ownership and taxation) in the 

Norwegian Government Pension Fund Global (the Fund), a sovereign wealth fund.  The following 

information concerning the Fund is sourced from Norges Bank Investment Management, which manages the 

Fund. 

The Fund has a twofold purpose of smoothing out the spending of volatile oil revenues in government 

budgets, and acting as a long-term savings vehicle, allowing the Norwegian Government to accumulate 

financial assets to support large future financial commitments associated with an ageing population.  

The fiscal guidelines state that only expected long-run real returns on the Fund can be channelled into the 

government's annual budget.  The long-run real rate of return was assumed to be 4 per cent., but was reduced 

to 3 per cent. in February 2017. This limit represents the possible deficit in the government’s budget prior to 

supplying funds from the Fund.  Thus, even if government petroleum revenues should fall in the future, 

government spending can be maintained at the same level, according to the Ministry of Finance.  In practice, 

the Fund is also available to cushion the domestic economy against external shocks as had happened with the 

stimuli which were enacted following the events in the financial markets in 2008 and 2009, but within the 

cycle the average spend from the Fund must be below 3 per cent of the Fund’s size. Spending in 2016 was an 



 

 
0013726-0003830 ICM:27128339.10 135  
 

estimated 2.8 per cent (source: Norwegian Ministry of Finance).  Any concrete expenditure from the Fund 

depends on a political majority in parliament, as the annual national budgets are debated and approved. 

As of 12 May 2017, the market value of the Fund was approximately NOK 8,067 billion (approximately 

€867 billion and U.S.$940 billion), according to Norges Bank Investment Management.  This makes the 

Fund one of the largest single-ownership funds in the world.  The size of the Fund was approximately 259 

per cent. of total GDP as of year-end 2016 and 297 per cent of Norway’s mainland GDP.   

Taking into account the Fund, the Norwegian Government has a net positive financial worth position in 

contrast to most other developed economies as illustrated in the following chart: 

 

Source: OECD.Stat. 

Norway follows certain EU regulations  

Norway is not a member of the EU but it cooperates with the EU under the European Economic Area 

Agreement (EEA).  

Pursuant to this agreement, a significant proportion of EU rules are implemented in Norway, which means 

Norway is bound by the Acquis Communautaire and future EU directives and regulations, with the only 

exceptions being agriculture, fisheries and some taxation rules.  

Additionally, cooperation with the EEA means that Norwegian financial market regulations generally follow 

EU legislation and are in line with EU directives.  

National currency 

Norway has its own national currency, NOK.  Having a national currency, Norway can use monetary policy 

as an effective tool to help stabilise the economy and adjust to adverse shocks. 

Banking Sector 

A "sparebank" is a Norwegian savings bank as defined in the Norwegian Act on Financial Undertakings and 

Financial Groups of 10 April 2015 No 17 (lov 10. april 2015 nr. 17 om finansforetak og finanskonsern 

(finansforetaksloven)), which requires that such banks have both internal and external capital (in larger 

sparebanks, certain equity capital is in certificated form and traded on the Oslo Stock Exchange).  The 

external capital is limited to 40 per cent. of the voting rights so that a sparebank is always protected against 

hostile takeovers.  The internal capital consists of the retained earnings over time and has a mutual or 

cooperative element to it, in that the banks' deposit customers are significant vote holders for that capital.  

Sparebanks are important institutions in their local markets and operating areas.  Each sparebank has 

established a gift fund which annually grants funds for various community projects.  The law has been 

revised in recent years and it is now possible for a sparebank to restructure to an ownership model based on 
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standard shares listed on the Oslo Exchange instead of the equity certificates model and thus not limit 

external ownership to 40 per cent.  So far one bank in the SpareBank 1 alliance has restructured its 

ownership in this way; SpareBank 1 SR-Bank ASA. 

A sparebank is typically also a retail bank, with mortgage lending to households the dominant part of its 

balance sheet.  An estimated 70 per cent. of the balance sheet aggregated for all of the SpareBank 1 banks is 

lending to private households.   

The sparebanks have consolidated over time and there are now just over 100 such institutions in Norway, 

mainly organised into two alliances: SpareBank 1 and the Eika alliance, in addition to some independent 

savings banks.  The SpareBank 1 Alliance is Norway’s 2nd largest financial group by lending market share 

and assets (source: Finans Norge) 

In Norway, in addition to the sparebanks, which are the oldest form of banking institution in Norway, there 

are commercial banks and branches and subsidiaries of foreign banks, mostly Scandinavian banks, present in 

the market.  Significantly, the lending and size of Norwegian banks, including foreign banks lending in 

Norway, is moderate compared to GDP and less than the size of the nation's sovereign wealth fund.  In 

Europe general bank lending amounts to a multiple of GDP, while in Norway, the relationship between total 

GDP and outstanding bank lending to non-banks is much smaller as the chart below illustrates (source: 

Statistics Norway). 

 

Residential Real Estate 

Housing and Mortgage Sectors 

Demography  

According to Statistics Norway, the population of Norway, which was 5,258,317 persons as of 1 January 

2017, has grown by about 1.3 per cent. annually in the previous five years.  The main reason for this 

development is continued immigration and an anticipated increase in life expectancy as well as a relatively 

high birth rate (source: Statistics Norway). Immigration has decreased as of late from European Union 

countries. 

There were 2,348,797 private households in Norway in 2016 as estimated by Statistics Norway.  

Approximately eight out of ten people live in urban areas compared to 50 per cent. in 1950.  The growth in 

the number of residents is particularly high in the largest urban centres (source: Statistics Norway). 

More than 80 per cent. of homes are owner-occupied.  In neighbouring Denmark and Sweden, the equivalent 

rate is much lower (source: Statistics Norway).  Norwegian households have a long tradition of buying their 

home rather than renting and are thus familiar with mortgage debt (84 per cent. of households carry some 

form of debt). 
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The following chart illustrates dwellings by building type in Norway. 

 

Source: Statistics Norway 

House Prices 

According to Eiendomsverdi and the Norwegian Association of Realtors, the annual growth rate in house 

prices has, with the exception of 2008 and 2014, remained in positive territory.  From November 2006 the 

Norwegian central bank started increasing its monetary policy rate in several steps from 3 per cent. and 

reaching 5.75 per cent. in June 2008 due to robust and expansive economic conditions and this caused the 

growth in house prices to slow markedly in the period (see chart below). With the events from the late 

summer and early fall of 2008, house prices not only exhibited a lower growth rate, but contracted in 

Norway on a rolling twelve months basis for several months until January 2009.  Growth then resumed after 

a significant reduction in interest rates during the 2009 recession (GDP contraction of 1.6 per cent.) and has 

been growing since as the chart below illustrates.  Guidelines for mortgage lending to households were 

introduced in 2010 by the banks regulator (Finanstilsynet) and have been gradually tightened since. The rules 

became legally binding in 2015. The rules now in effect as of January 2017 are: 

 Loan to value: maximum 85 per cent for all mortgages and maximum 60 per cent for loans without 

instalments (revolving credit line mortgage loans); for a property located in Oslo, which is not a 

borrower’s primary residence, the maximum is 60 per cent.  

 Repayment: a minimum 2.5 per cent per annum for loan to value mortgages at or above 60 per cent 

LTV 

 Income limitation: total debt maximum is 5x a borrower’s before-tax income 

 Stress test: applications must pass an affordability test of a 5 per cent increase over the prevailing 

(offered) mortgage rate 

 Flexibility: 10 per cent of each lender’s mortgage lending contracts per quarter may be in breach 

with one or more of the limitations (8 per cent in Oslo), and must be reported 

The chart below illustrates the development in the annual (12 months) growth rate for the Norwegian 

national real estate price index.  Price growth in the capital, Oslo, has been particularly strong since March 

2016 (source: Eiendomsverdi), hence the specific Oslo rules which became effective on 1 January 2017 were 

designed to address this, as well as the new total debt to income cap. 
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Source: Eiendomsverdi,  

As shown in the chart below, when adjusted for household disposable income, real house price development 

has been more moderate than the nominal development (source: Statistics Norway for CPI and Disposable 

Income data). 

 

Sources: Eiendomsverdi, Statistics Norway and own estimates and indexation 

Compared to other countries, the rise in nominal house prices in Norway has been steep in recent years.  

Growth in population, wages and other personal income, growth in the total number of people in Norway 

employed and a very low unemployment rate over many years, have all contributed to the increase in activity 

and prices in the housing market.   

However, the rise in house prices may not be sustainable, and may fall in the future because of an economic 

downturn or other factors. 

The number of housing units completed in many of the recent years has not kept up with an increasing 

population and new household formation.  

The following chart based on data from Statistics Norway illustrates that the population growth and strong 

household formation may have been a reason for the increase in house prices over the last few years. 
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Source: Statistics Norway and Issuer's indexation 

Eiendomsverdi, which is a provider of automated valuation services and covers more than 95 per cent. of all 

residential property sales in Norway, produces monthly data on the residential real estate market.  The most 

recent data for the month of April 2017 shows that 13,097 residential units were offered for sale and that it 

took on average 35 days to sell a residential unit in Norway.  

 

Source: Eiendomsverdi 

Statistics Norway has produced data on the completed housing units.  The decrease in completed housing 

units after the 2008-2009 period was due to the uncertainties that developed during the financial crisis which 

peaked in 2008.  Housing starts have increased from 2016 and this means that construction/supply is reacting 

to higher prices in the residential real estate market, which will probably be a contribution to price stability 

or decreases. 
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Regional Price Indexes 

Norway has several regions with a larger city as the anchor point.  It is in the cities in particular that the 

largest price appreciation for real estate is observed, with Stavanger as the centre for the oil industry in 

recent years leading the price development overall since January 2003, as the chart below illustrates.  Prices 

in the oil region (Stavanger) have declined by 1.8 per cent. over the last twelve months to April 2017 and 

eleven per cent. since the peak in May 2013.  (The SpareBank 1 Boligkreditt cover pool is geographically 

well diversified across the country, as the banks which are alliance members and sell mortgages to the 

Issuer's cover pool are located throughout the country. 

The regional price development reflects unadjusted, nominal indexes. 

 

Median House Price to Median Income 

Relating the median value of a Norwegian house to the median family income the following chart on house 

prices to income multiples is produced, where net income is after taxes. 

 

Registration of real property 

Real property in Norway is registered in a central register to which, among others, estate agents, lawyers, 

and banks have direct access.  The database is updated daily with information about, among other things, the 

owner, restrictions on use, and charges and encumbrances.  If a transaction is submitted for registration on 

one day, it will be registered in the database at the latest on the following working day. 
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There is also a "GAB" register (street, address and building register) where technical data about the property 

is kept.  All permits and applications concerning any property are registered here.  This database is also 

continuously updated. 

Housing Finance 

Outstanding overall lending to households by banks and covered bond issuers for mortgage purposes totalled 

NOK 2,369 billion in March 2017, which represents 88.3 per cent. of lending to households which is secured 

by their residential real estate.  The private banks and mortgage companies should be regarded collectively, 

since most mortgage companies are owned by private banks, which have an incentive to transfer a mortgage 

loan for a minimum of 75 per cent. of the appraised value of the dwelling to a mortgage company issuing 

covered bonds, thus benefiting from lower funding costs than the originator.  In addition, as a means to 

remedy the financial crisis, in 2008 and 2009, approved covered bonds issued by a mortgage company could 

be temporarily exchanged with Norges Bank for government securities (bonds and certificates) for a period 

of up to five years.  This arrangement was closed for new contracts in the autumn of 2009, but led to several 

covered bond issuers being established at that time, most of which are active only in the domestic Norwegian 

market only.  Aside from private banks and mortgage companies, other originators of housing loans include 

the Norwegian State Housing Bank (source: Statistics Norway).  The most important components of the 

difference between lending to households for housing purposes and overall lending to households are student 

debt to the government student loan bank and some other asset-based lending 

Traditionally, most housing loans in Norway are based on variable or floating interest rates.  The interest rate 

is not directly linked to a quoted market rate, but is set individually by each bank generally based on the 

credit and customer relationship profile of the borrower, an evaluation of funding costs and market 

competition.  Historically, housing loans with fixed interest rates are uncommon, but have grown in 

popularity in times when the yield curve has been negative.  Less than 10 per cent. of outstanding residential 

mortgage loans in Norway carry fixed interest rates (source: Statistics Norway). 

The following graph compares the annual average Norwegian Interbank Offer Rate and banks' lending rates 

for residential mortgages.  (source: Statistics Norway). 

 

Source:  Statistics Norway, Norwegian Central Bank 

According to Statistics Norway, for 2016, banks reported loan loss provisions on outstanding loans of 

approximately 0.58 per cent. for the year (lending to all sectors), which is an increase from approximately 

0.4 per cent in 2015.  Of those, non-performing mortgage loans or losses on those loans are not reported 

separately but the Financial Services Authority of Norway  believes the volume to be very small.  Since 

1995, no losses have been recorded on home mortgage loans which originally constituted less than 60 per 

cent. of the appraised value of the dwelling.  From the start of its operations to February 2015, SpareBank 1 

Boligkreditt has never experienced a default nor an actual loss on a mortgage loan.  Mortgage loan defaults 

are reported individually by most banks in their Pillar 3 reporting and is typically a small number, well 

below 0.5 per cent in most banks cases. 



 

 
0013726-0003830 ICM:27128339.10 142  
 

As a general rule, for a Norwegian taxpayer, all borrowing costs (that is, costs incurred in establishing, 

servicing and terminating a loan including, without limitation, all accrued interest costs, the costs of 

establishing collateral and delay costs) are deductible from taxable income.  The applicable tax rate is 24 per 

cent. 

If a fixed interest rate loan is terminated before the maturity of the fixed interest period, the redemption 

amount is determined by reference to market interest rates.  Consequently, if the current market interest rate 

is higher than the fixed interest rate, the redemption is made below face value and vice versa if the market 

interest rate is lower.  A loss from early redemption is fully deductible from the taxable income of the 

borrower, while a profit from early redemption will be taxable. 

On 1 July 2017, the Norwegian government passed new regulations regarding the mortgage lending of 

financial institutions, mainly requiring a prudent assessment of a customer’s servicing ability and limitations 

on highly leveraged mortgages.  See the section above under "House Prices" for details on current 

regulations. 

Financial Situation of Households 

Like other Nordic countries, Norway has a well functioning social safety net, a high level of unionisation and 

coordinated wage determination.  Coordinated wage determination has contributed to an even distribution of 

income and lower unemployment in Norway than in most other European countries.  

Unemployment benefits are generous compared to most other countries.  The high benefits help people to 

meet their debt obligations even when unemployed.  On average the maximum unemployment benefits are 

60 per cent. of a person's former salary.  The unemployed receive benefits for a period of maximum 

104 weeks (source: Statistics Norway). 

According to Statistics Norway, the average after-tax income for households was approximately NOK 

589,900 for 2015 (794,400 before tax).  Due to low unemployment, wage growth and low interest rates, 

average growth in households' disposable income has been high (source: Statistics Norway). 

According to Statistics Norway, 84 per cent. of households have debt as of 2015, of which well 

approximately 88 per cent. is mortgage debt.   

The following chart shows the distribution of debt multiples (debt to income) for various segments of 

households. 

 

Credit growth 

While the above data is based on tax rolls statistics for household, the national agency Statistics Norway 

collects the K2 Credit growth indicators which measures development in the credit volumes on a monthly 

basis and is based on banks and credit institutions and others’ reporting of data and transaction.  Growth in 
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the K2 indicator for Households have been strong in the recent years, but does not adjust for growth in the 

number of households. As the chart below illustrates the credit growth has been between 6 and 7 per cent 

over the previous six years, and this is adjusted for population growth faster than income growth. Several 

measures, including the bank mortgage lending regulations are aiming at bringing this growth down.  The 

relatively high level should be seen in context of the low level of interest rates prevailing. 

12 months growth rate in credit to Households 

 

 

Source: Statistics Norway 

Total loans to households as of March 2017 were NOK 2,682.5 billion.  In addition to banking groups and 

mortgage companies such as the Issuer, which together provide approximately 2,369 billion of the total 

household credit for residential mortgage purposes, other providers of housing loans are the Norwegian State 

Housing Bank, which is a government lending institution, other credit institutions, and life insurance 

companies (source: Statistics Norway). 

Over the long term, the Norwegian household debt burden has increased and was on average nearly  2.2 

times disposable income after tax at the end of the third quarter of 2016 which the following chart illustrates:  

Debt as Percentage of After-Tax Household Income: 

 

Source: Norwegian Central Bank 

When considering the debt burden of Norwegian households it is important to realise that differences 

between countries make direct comparisons difficult.   



 

 
0013726-0003830 ICM:27128339.10 144  
 

Approximately 82 per cent. of households own their own dwellings in Norway (one of the highest rates in 

the world), giving those households an "on-balance sheet" liability as opposed to the "off-balance-sheet" of 

rent commitments.  The Norwegian data is comprehensive and includes all debts from mortgages as well as 

other secured debts and small balances of unsecured debt.  For example, in Norway an apartment owner in a 

housing cooperative has a share of the cooperative's common debt allocated to him personally.  Norwegian 

debt statistics are less likely than other countries' debt statistics to understate the amount of debt because of 

net wealth taxation, where debts are deducted from assets to arrive at a taxable net wealth.   

Norwegian government social spending finances important benefits such as pensions, healthcare, education, 

childcare, maternity and unemployment payments.  These are expenses Norwegian households do not need 

to budget for and therefore it can be argued that such households are able to carry a higher debt burden. 

Norway has also over the last three decades seen a much higher growth rate of household income compared 

to the cost of (mostly imported) necessities.  The household savings rate has generally been going up over 

the years and is for 2016 estimated at 7.1 per cent., indicating that de-leveraging can take place in the 

Household sector.   

Importance of housing investment 

Households' leverage ratio (total debt divided by total assets) was estimated to be 36 per cent. as of year-end 

2015.  At the same time, housing wealth accounted for over 67 per cent. of total assets.  Mortgage debt is the 

dominating component of household liabilities.  Among the factors contributing to a relatively low fraction 

of financial assets to total assets is that taxation favours investing in owner-occupied dwellings.  In addition, 

a relatively generous social security system and pension rights and high Government savings through the 

Fund also causes households to focus on investments in housing (source: Statistics Norway). 

 

Source: Statistics Norway 

Residential Mortgages 

Traditionally mortgages are refinanced each time a property changes hands.  A borrower taking up a 

personal mortgage loan will be personally liable for the debt.  The borrower will continue to be liable for the 

debt until it has been fully repaid.  The borrower also remains liable for any outstanding debt if the relevant 

property has been sold without repayment in full of the outstanding debt.  

This also applies if a personal debtor files for bankruptcy.  If, following the closure of the bankruptcy 

proceedings a debtor becomes solvent, his creditors are free to take renewed action to satisfy any claim, as 

long as the claim remains valid.  

The Bankruptcy Act provides for debt negotiations where, if relevant, a borrower may apply for final debt 

settlement in the case of severe debt burden.  However, the terms are usually very burdensome for the 

debtor, and final debt settlements under the Bankruptcy Act are relatively rare.  
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Since the debt is personal, the borrowers have strong incentives to meet their debt obligations.  Even during 

the Nordic banking crisis in the early 1990s, although house prices decreased and unemployment rose, banks' 

losses from personal loans were limited. 

Limited Unsecured Lending 

Unsecured lending to individuals in Norway is limited because consumers are able to consolidate personal 

loans into less expensive mortgage loans.  For example, financing the purchase of a car by increasing the 

mortgage on the house is less expensive than using the car as collateral. 

Tax incentives  

As with other forms of personal debt, the borrowing cost for mortgage debt is tax deductible, and the 

applicable rate is 24 per cent.  The general tax regime in Norway includes a wealth tax as well as income tax 

(the net worth taxation rate is currently 0.85 per cent. for net worth above a minimum threshold (NOK 

1,480,000 per individual for 2016).  As opposed to other forms of liquid wealth (cash, securities etc.), real 

estate (especially owner-occupied) is assessed for tax purposes at a value that is significantly below its 

market value, creating some incentive to own real estate as an asset class.  There is no tax due on capital 

gains from the sale of a residential property after owner-occupancy of a minimum of one year during the last 

two years before a sale.   

Maturities and refinancing 

Currently loans are written with a 25-30 year maturity.  In Norway there is no prepayment penalty on 

floating interest rate loans and it is also easy for customers to move their mortgages to other institutions.  

Mortgage refinancing is common, for instance in connection with buying a new home, home improvements 

or taking out a mortgage to buy a new car.  This practice requires frequent credit assessment, which again 

will maintain the quality of the pool. 

Origination based on sound credit assessment 

When Norwegian banks assess mortgage applications, the primary focus is on the applicant's debt servicing 

capacity and ability.  Most banks use models to estimate the borrower's cash flow after living and financing 

expenses.  In addition, the banks must perform stress tests on the applicant's capability and ability to repay 

their debt if the interest rate were to increase (by 5 per cent).   

The lender is also obliged, pursuant to the Financial Contracts Act, to dissuade customers in writing, before 

entering into the contract, if the lender concludes that the financial capacity or other circumstances of the 

borrower indicate that he/she should seriously consider refraining from taking the loan.  This ensures a 

conservative underwriting policy. 

Transparent information about individuals 

The legal environment in Norway gives financial undertakings easy access to important information about 

potential and current borrowers.  This allows for detailed insight into the applicant's financial status and 

behaviour, thus further ensuring the quality of the credit assessment. 

The banks retrieve certain data from credit information agencies regarding the applicant including: 

● Tax records for the last three years (taxable income, taxes paid, net taxable wealth, marital status 

etc.); 

● Any debt collection outstanding (in the preceding three years); 

● Directorships; and 

● Any bankruptcy. 
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The records also reveal whether the applicant pays his or her bills (electricity, phone, etc.) as failure to do so 

would be included in the debt collection outstanding.  Together with internal payment history, information 

from the applicant and the external data provide in-depth understanding about the applicant's financial 

behaviour and the likelihood of default on the applied mortgage (subject to legal restrictions on the retention 

of personal data).  A debt registry encompassing sources of debt (other than secured mortgage debt in the 

first instance) for each individual and/or household borrower is about to come into existence in Norway.  A 

law opening for the establishment of one or more debt information agencies was introduced and approved by 

Parliament in the spring of 2017. 

Assessment of the properties 

The Norwegian covered bond legislation requires that residential properties are valued at a prudent market 

value.  The most common method to establish a market value is to either consider comparative sale prices of 

similar properties in the same area or use an authorised external appraiser.  

In Norway, most real property is sold through authorised real estate agents.  They have undergone special 

training to conduct estate agency, and are subject to strict authorisation rules and strict control routines on 

the part of the authorities.  The estate agent may also give a valuation of the property, but in most cases they 

will use a professional appraiser.  

Normally real estate is sold through an open bid process.  The price will then reflect the true market 

valuation of the property.  

AVM Company 

Most Norwegian banking groups make extensive use of Eiendomsverdi as an Automated Valuation Model 

company for estimating market values of residential real estate and indexing the values in accordance with 

subsequent development in the residential real estate market.  The estimations are based on a complex 

valuation model.  

The database for this model is updated on a daily basis with information received from the governmental 

Norwegian Land Registry and 95 per cent. of the real estate agencies in Norway (in terms of volume the 

percentage is higher).  In principle all residential properties (of which there are more than 2 million) are 

included in the database, which was established in 2000.   

Monitoring of originated residential mortgages 

When mortgages are granted, most Norwegian banks update their internal rating of customers on a monthly 

basis.  The purpose is to identify if there are any changes in the portfolio quality, and if any remedial action 

has to be implemented. 

Furthermore, most Norwegian covered bond issuers update the valuations of the properties in the portfolio 

on a quarterly basis, and this is also the case for the Issuer.  This update is based on estimates from 

Eiendomsverdi.  

Due to the richness and granularity in their database (essentially all residential property sales in Norway are 

recorded within one week into the database), the estimates from the Eiendomsverdi model are generally 

perceived as robust, although as a desktop model it does not take into account certain features specific to the 

property concerned. 
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OVERVIEW OF THE NORWEGIAN LEGISLATION REGARDING COVERED BONDS 

(OBLIGASJONER MED FORTRINNSRETT)  

The following is a brief overview of certain features of Norwegian law governing the issuance of covered 

bonds in Norway, at the date of this Base Prospectus.  The overview does not purport to be, and is not, a 

complete description of all aspects of the Norwegian legislative and regulatory framework pertaining to 

covered bonds.  

As of the date of this Base Prospectus, the main legislation which governs the issue of covered bonds in 

Norway is Chapter 11, Subsection II of the Norwegian Act on Financial Undertakings and Financial Groups 

of 10 April 2015 No 17 (lov 10. april 2015 nr. 17 om finansforetak og finanskonsern (finansforetaksloven)) 

(the Act) which came into legal effect on 1 January 2016 and Chapter 11 of the Regulations of 9 December 

2016 no. 1502 on Financial Undertakings and Financial Groups (forskrift 9. desember 2016 nr. 1502 om 

finansforetak og finanskonsern (finansforetaksforskriften)) which came into legal effect on 1 January 2017 

(the Regulations) (the Act and the Regulations together, the Legislation). 

Legislation 

Under the Legislation, certain Norwegian credit institutions which meet the general definitions of a 

Financial Undertaking (finansforetak) and Credit Institution (kredittforetak) contained in the Act, and 

whose articles of association comply with prescribed mandatory requirements may issue covered bonds 

(obligasjoner med fortrinnsrett).  The Act defines Credit Institutions as non-banking Financial Undertakings 

who receive repayable assets other than deposits from the public and grant commercial credits and 

guarantees in its own name).  Credit Institutions must hold licences issued by the Ministry of Finance (or by 

the FSAN pursuant to delegation) in order to conduct business as a Credit Institution.  However, they are not 

required to obtain any specific governmental licence or approval in order to issue covered bonds, save that 

they must notify the FSAN no less than 30 days in advance of their first issuance of covered bonds. 

The Issuer is a "kredittforetak" (as defined by the Act), has received the required Credit Institution licence, 

and has adapted its articles of association to meet the mandatory requirements, and consequently may issue 

covered bonds. 

The Legislation provides that holders of covered bonds (and also counterparties under derivative contracts 

entered into for hedging purposes in relation to the covered bonds) have an exclusive and prioritised right of 

claim, on a pari passu basis between themselves, over a pool of certain security assets (the Cover Pool).  

Under Norwegian law, an issuer of bonds, such as an issuer of covered bonds, must register the bonds in 

paperless book-entry form by registration in the Norwegian Central Securities Depository 

(Verdipapirsentralen or VPS) if the bonds are issued in Norway, unless such bonds are either (i) 

denominated in NOK and offered or sold outside of Norway to non-Norwegian tax residents only, or (ii) 

denominated in a currency other than NOK and offered or sold outside of Norway.  

The Register 

The Credit Institution must maintain a register (the Register) of the issued covered bonds, the related 

derivative agreements, and the Cover Pool pertaining to such covered bonds and derivative agreements.  In 

accordance with the Legislation, a Credit Institution may establish a separate Register for the issue of 

covered bonds relating to a different Cover Pool.  If there is more than one Cover Pool, the Credit Institution 

must identify which Cover Pool a covered bondholder will hold a preferential claim over.  Where a Credit 

Institution has made two or more issues of covered bonds which have a preferential claim over different 

Cover Pools, derivative agreements and substitute assets shall be held in separate accounts for each Cover 

Pool. 

Each Register relating to a Cover Pool must at all times contain detailed information on, amongst other 

things, the assets included in the Cover Pool, and the covered bonds and derivative agreements associated 
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with the Cover Pool.  Consequently, any Register for a Cover Pool must be updated on a regular basis to 

include any changes in relevant information.  

Such registration is not in itself conclusive evidence of the contents of the Cover Pool pertaining to the 

covered bonds, but shall, according to statements in the preparatory works to the Norwegian covered bond 

legislation, serve as strong evidence. 

Benefit of a prioritised claim 

Pursuant to the Act, if a Credit Institution which has issued covered bonds is placed under public 

administration or is liquidated, the holders of covered bonds issued by the Credit Institution and the 

counterparties to relevant derivative agreements entered into by the Credit Institution will have an exclusive, 

equal and pro rata prioritised claim over the Cover Pool.  The prioritised claims will rank ahead of all other 

claims, save for claims relating to the fees and expenses of the administration board.  According to the 

provisions of section 6-4 of the Norwegian Liens Act of 1980 and section 11-15 of the Act, a future 

administration board of the Credit Institution will have a first priority lien over all of the assets included in 

the Cover Pool, as security for fees and expenses incurred by the administration board in connection with the 

administration of the Credit Institution.  Such statutory lien will rank ahead of the claims of holders of 

covered bonds and of the counterparties to the relevant derivative agreements, but will, however, be limited 

to 700 times the standard Norwegian court fee (which at present equals NOK 734,300) in respect of each 

Cover Pool.  Payment of expenses for operation, management recovery and realisation of the Cover Pool 

may also be demanded before the covered bondholders and counterparties to the relevant derivative 

agreements receive payment from the Cover Pool. 

By virtue of the priority established by the Act, claims of the holders of covered bonds and of the 

counterparties to the relevant derivative agreements against a Credit Institution which has issued covered 

bonds will rank ahead of claims of all other creditors of the Credit Institution with respect to the Cover Pool 

(save for the priority described above granted to an administration board in respect of fees and expenses).  

Pursuant to the Act, loans and receivables included in the Cover Pool may not be assigned, pledged, or made 

subject to any set-off, attachment, execution or other enforcement proceedings.  However, an exemption 

regarding the prohibition against set-off has been made in relation to derivative agreements, as further 

described in the Regulations.  

Cover Pool composition of assets  

Pursuant to the Act, the Cover Pool may only consist of certain assets, which include loans secured by 

various types of Mortgages, loans granted to or guaranteed by certain governmental bodies (Government 

Loans), receivables in the form of certain derivative agreements and supplemental assets.  

The Mortgages may include residential mortgages, mortgages over other title documents relating to 

residence (together with the former, Residential Mortgages) and mortgages over other real property 

(Commercial Mortgages).  The real property and the registered assets which serve as security for the loans 

included in the Cover Pool must be located in a member state of either the European Economic Area (EEA) 

or the Organisation for Economic Co-operation and Development (OECD).  

Government Loans must be either guaranteed or issued by governmental bodies which, in addition to 

belonging to a member state of either the EEA or the OECD, must meet certain additional requirements 

under the Regulations. 

Supplemental assets may only consist of receivables of certain liquidity and certainty, and are as a main rule 

subject to a limit of 20 per cent. of the total value of the Cover Pool.  However, under certain circumstances, 

and for a limited period of time only, the FSAN may approve an increase in the mentioned limit to 30 per 

cent. of the total value of the Cover Pool.  The supplemental assets must also meet certain risk category 

requirements under the Regulations in order to be included among the assets which form the basis for the 

value calculation of the Cover Pool. 
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Loan to value ratios (and other restrictions) 

Pursuant to the Regulations, when calculating the value of the Cover Pool assets consisting of loans secured 

by Mortgages, the following loan to value requirements apply to Cover Pool assets consisting of loans 

secured by Mortgages: 

1. Loans secured by Residential Mortgages shall not exceed 75 per cent. of the value of the property; 

and 

2. Loans secured by Commercial Mortgages shall not exceed 60 per cent. of the value of the property. 

Should a loan secured by Mortgages exceed the relevant ratio, only the part of the loan that falls within the 

permitted limit may be included in the Cover Pool. 

There is no restriction with regard to the proportion of the Cover Pool which may be represented by 

Residential Mortgages or Commercial Mortgages.  According to the Act, the value of supplemental assets 

may not exceed 20 per cent. of the value of the Cover Pool.  According to the Regulations, the proportion of 

the Cover Pool represented by Government Loans and receivables in the form of derivative agreements may 

vary, depending on the risk category pertaining to the relevant assets.  

Additional provisions regarding quantitative and qualitative requirements placed on the assets forming part 

of the Cover Pool are set out in the Regulations.  In order to qualify for inclusion in the Cover Pool all 

legislative requirements must be met.  However, if the Cover Pool assets at a later stage cease to meet the 

requirements of the Act and/or the Regulations in relation to ratios, risk categories or proportion limits, such 

assets may nevertheless form part of the Cover Pool, but will be excluded from the calculation (which is 

required by the Act and described below) of the value of the Cover Pool.  

Overcollateralisation and valuations 

The Legislation requires that the value of the Cover Pool at all times must exceed by at least 2 per cent. the 

aggregate value of covered bonds issued by the Credit Institution (taking into account the effects of relevant 

derivative contracts).   

The calculation of the value of the Cover Pool assets consisting of loans secured mortgages is required to be 

made on a prudent basis, and such prudent value may not exceed the market value of each individual asset.  

The estimation of the value is required to be made by a competent and independent person (i.e. a person 

without involvement in the credit granting process) and be documented, and such documentation is required 

to include information on who performed the calculation and the principles on which the calculation was 

based.  The value of residential real property may, however, be based on generally applicable price levels, 

when this is considered justifiable based on the market situation.  

Defaulted loans shall be disregarded for purposes of the valuation, and loans provided to one single customer 

or secured by the same real estate property shall never count in excess of 5 per cent. of the aggregate balance 

of a cover pool.   

The value of derivative agreements and substitute assets included in the Cover Pool shall be set to by 

calculating the prudent market value of such assets, and in some cases by calculating the discounted present 

value of the asset. The FSAN may impose rules about the discount interest to be applied. 

Balance and liquidity requirements 

In order to ensure compliance with the abovementioned overcollateralisation requirement, each Credit 

Institution issuing covered bonds is required to establish systems for continued control of the development of 

the value of the Cover Pool assets, and to monitor the development of the relevant market situations.  If 

developments in the market situation or in the situation pertaining to an individual asset so warrants, the 

Credit Institution is required to ensure that a renewed calculation of the value is performed.  
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The Act requires that the Credit Institution ensures that the cash flow from the Cover Pool at all times is 

sufficient to enable the Credit Institution to discharge its payment obligations towards the holders of covered 

bonds and counterparties under related derivative agreements.  The Credit Institution must also establish a 

liquidity reserve which shall be included in the Cover Pool and must also determine a reasonable limit to its 

interest rate risk exposure based on its equity and subordinated capital and potential losses in connection 

with changes in applicable interest rates. The limit shall apply in relation to each Cover Pool and to the 

Credit Institution as a whole. The ratio for each Cover Pool shall not exceed the level of interest rate risk 

applicable to the Credit Institution as a whole.   

Inspector 

An independent inspector (the Inspector) shall be appointed by the FSAN prior to a Credit Institution 

issuing any covered bonds.  The Inspector is required to monitor the Register, and shall review compliance 

with the Act's provisions relating to the Register, including those which govern the composition and the 

balance of the Cover Pool.  

The Credit Institution is required to give the Inspector all relevant information pertaining to its business.  The 

Inspector must be granted access to the Register, and may also request additional information.  The Inspector 

may perform inspections of the Credit Institution, and shall at least every three months determine if the 

requirements of sections 11-11 and 11-13 of the Act are complied with.  Furthermore, the Inspector shall 

submit annual reports of observations and assessments to the FSAN. 

Filing obligation 

Pursuant to the Act, the managing director and the board of directors of the Issuer are under an obligation to 

file a report with the FSAN if there is reason to believe that the Issuer may fail to meet its obligations under 

the Act.  The FSAN will, in collaboration with the Issuer, ascertain the necessary measures to be taken.  If 

such measures are not initiated by the Issuer, the FSAN may impose onerous conditions and restrictions on 

the Issuer for the purpose of ensuring that continued operation is performed satisfactorily. 

Cover Pool administration in the event of public administration 

Credit Institutions experiencing financial difficulties may be placed under public administration.  Public 

administration requires that the institution's former governing bodies are replaced by an administration board 

(the Board) which assumes control over the institution.  The Board will attempt to either restructure the 

institution and continue its business, or in absence of viable alternatives, liquidate the institution and 

distribute its assets to the creditors.  

Public administration of the Credit Institution does not in itself give the right to accelerate claims.  

If a Credit Institution which has issued covered bonds is placed under public administration pursuant to the 

Act, and the Cover Pool meets the requirements of the Act and the Regulations, the Board shall ensure that, 

to the extent possible, the holders of covered bonds and counterparties to relevant derivative agreements 

receive timely payment of their respective claims, such payments being made from the Cover Pool for the 

duration of the administration of the Credit Institution.  

If the Board is unable to make timely payments to the covered bondholders or the counterparties to relevant 

derivative agreements, the Board must set a date for a halt to payments, and inform interested parties of this 

as soon as possible.  If a halt to payments is initiated, the further administration of the Credit Institution will 

be conducted in accordance with general Norwegian bankruptcy legislation.  The covered bondholders and 

counterparties to relevant derivative agreements will in such event continue to have a prioritised claim 

against the Cover Pool.  Any residual claims of Noteholders and counterparties to related derivative 

agreements will remain claims against the Credit Institution, but will rank pari passu with other unsecured 

and unsubordinated creditors of the Credit Institution. 
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FORM OF THE NOTES 

The Notes of each Series will be in either bearer form, with or without interest coupons and/or talons 

attached, or registered form, without interest coupons or talons attached, or in the case of VPS Notes, 

uncertificated book-entry form. 

Bearer Notes will be issued in offshore transactions in reliance on Regulation S under the Securities Act 

(Regulation S) and Registered Notes may be issued both in offshore transactions in reliance on the 

exemption from registration provided by Regulation S and within the United States in reliance on Rule 

144A. 

Bearer Notes 

Each Tranche of Bearer Notes will be initially issued in the form of a temporary global note without interest 

coupons or talons attached (a Temporary Global Note) which will: 

(i) if the Bearer Global Notes are intended to be issued in new global note (NGN) form, as stated in the 

applicable Final Terms (the applicable Final Terms), be delivered on or prior to the issue date of 

the relevant Tranche to a common safekeeper (the Common Safekeeper) for Euroclear Bank 

S.A./N.V. (Euroclear) and Clearstream Banking, société anonyme (Clearstream, Luxembourg); 

and 

(ii) if the Bearer Global Notes are not intended to be issued in NGN form, as stated in the applicable 

Final Terms, be delivered on or prior to the issue date of the relevant Tranche to a common 

depositary (the Common Depositary) for Euroclear and Clearstream, Luxembourg and/or any other 

agreed clearing system. 

Bearer Notes will only be delivered outside the United States and its possessions. 

If the applicable Final Terms indicates that the Bearer Global Note is a NGN, the nominal amount of the 

Notes represented by such Bearer Global Note will be the aggregate from time to time entered in the records 

of both Euroclear and Clearstream, Luxembourg.  The records of Euroclear and Clearstream, Luxembourg 

(which expression in such Bearer Global Note means the records that each of Euroclear and Clearstream, 

Luxembourg holds for its customers which reflect the amount of each such customer's interest in the Notes) 

will be conclusive evidence of the nominal amount of Notes represented by such Bearer Global Note and, for 

such purposes, a statement issued by Euroclear and/or Clearstream, Luxembourg, as the case may be, stating 

that the nominal amount of Notes represented by such Bearer Global Note at any time will be conclusive 

evidence of the records of Euroclear and/or Clearstream, Luxembourg at that time, as the case may be. 

Upon delivery of a Temporary Bearer Global Note, Euroclear and/or Clearstream, Luxembourg and/or such 

other agreed clearing system will credit purchasers with nominal amounts of Notes of the relevant Tranche 

equal to the nominal amounts thereof for which they have paid. 

While any Bearer Note is represented by a Temporary Global Note, payments of principal, interest (if any) 

and any other amount payable in respect of the Bearer Notes due prior to the Exchange Date (as defined 

below) will be made (against presentation of the Temporary Global Note if the Temporary Global Note is 

not in NGN form) only outside the United States and its possessions to the extent that certification (in a form 

to be provided) to the effect that the beneficial owners of interests in such Bearer Note are not United States 

persons or persons who have purchased for resale to any United States person, as required by United States 

Treasury regulations, has been received by Euroclear and/or Clearstream, Luxembourg and Euroclear and/or 

Clearstream, Luxembourg, as applicable, has given a like certification (based on the certifications it has 

received) to the Principal Paying Agent (the Principal Paying Agent). 

On and after the date (the Exchange Date) which is 40 days after a Temporary Global Note is issued, 

interests in such Temporary Global Note will be exchangeable (free of charge) upon a request as described 
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therein for interests in a permanent global note without interest coupons or talons attached (a Permanent 

Global Note and, together with the Temporary Global Notes, the Bearer Global Notes and each a Bearer 

Global Note) of the same Series with, where applicable, interest coupons and talons attached (as indicated in 

the applicable Final Terms and subject, in the case of Bearer Definitive Notes, to such notice period as is 

specified in the applicable Final Terms), in each case against certification of non-U.S. beneficial ownership 

as described above unless such certification has already been given.  The holder of a Temporary Global Note 

will not be entitled to collect any payment of interest, principal or other amount due on or after the Exchange 

Date unless, upon due certification, exchange of the Temporary Global Note for an interest in a Permanent 

Global Note or for Bearer Definitive Notes is improperly withheld or refused. 

Payments of principal, interest (if any) or any other amounts on a Permanent Global Note will be made 

outside the United States and its possessions and through Euroclear and/or Clearstream, Luxembourg 

(against presentation or surrender (as the case may be) of the Permanent Global Note if the Permanent 

Global Note is not intended to be issued in NGN form), without any requirement for certification. 

The applicable Final Terms will not specify that a Permanent Global Note is exchangeable (free of charge), 

in whole, for Bearer Definitive Notes with, where applicable, interest coupons and talons attached only upon 

the occurrence of an Exchange Event.   

Exchange Event means that (i) in the case of Bearer Global Notes and Registered Global Notes registered in 

the name of a nominee for a common depositary or in the name of a nominee for common safekeeper, as the 

case may be for Euroclear and Clearstream, Luxembourg, the Issuer has been notified that both Euroclear 

and Clearstream, Luxembourg have been closed for business for a continuous period of 14 days (other than 

by reason of holiday, statutory or otherwise) or have announced an intention permanently to cease business 

or have in fact done so and no successor or alternative clearing system is available, or (ii) in the case of 

Registered Global Notes registered in the name of a nominee for DTC, either DTC has notified the Issuer 

that it is unwilling or unable to act as depositary for the Notes and no alternative clearing system is available 

or DTC has ceased to constitute a clearing agency registered under the Exchange Act, and no alternative 

clearing system is available, or (iii) in the case of both Bearer Global Notes and Registered Global Notes, the 

Issuer has or will become subject to adverse tax consequences which would not be suffered were the Notes 

represented by the Global Note in definitive form.  The Issuer will promptly give notice to Noteholders of 

each Series of Bearer Global Notes in accordance with Condition 12 of the Ordinary Note Conditions if an 

Exchange Event occurs.  In the event of the occurrence of an Exchange Event, Euroclear and/or Clearstream, 

Luxembourg (acting on the instructions of any holder of an interest in such Permanent Global Note) or the 

Issuer may give notice to the Principal Paying Agent or Registrar requesting exchange and, in the event of 

the occurrence of an Exchange Event as described in paragraph (ii) above, the Issuer may also give notice to 

the Principal Paying Agent or Registrar requesting exchange.  Any such exchange shall occur not later than 

45 days after the date of receipt of the first relevant notice by the Principal Paying Agent. 

Bearer Global Notes and Bearer Definitive Notes will be issued pursuant to the Agency Agreement. 

The following legend will appear on all Permanent Global Notes and Bearer Definitive Notes which have an 

original maturity of more than one year and on all talons and interest coupons relating to such Permanent 

Global Notes and Bearer Definitive Notes: 

"ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO 

LIMITATIONS UNDER THE UNITED STATES INCOME TAX LAWS, INCLUDING THE 

LIMITATIONS PROVIDED IN SECTIONS 165(j) AND 1287(a) OF THE INTERNAL REVENUE 

CODE." 

The sections referred to above generally provide that United States persons (as defined for U.S. federal tax 

purposes), with certain exceptions, will not be entitled to deduct any loss on Bearer Notes, talons or interest 

coupons and will not be entitled to capital gains treatment of any gain on any sale, disposition, redemption or 

payment of principal in respect of such Bearer Notes, talons or interest coupons. 
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Notes which are represented by a Bearer Global Note will only be transferable in accordance with the rules 

and procedures for the time being of Euroclear or Clearstream, Luxembourg, as the case may be. 

Bearer Notes may not be exchanged for any other form of Note issued by the Issuer and vice versa. 

Registered Notes 

The Registered Notes of each Tranche offered and sold in reliance on Regulation S, which will be sold to 

persons who are not U.S. persons in offshore transactions, will initially be represented by a global note in 

registered form (a Regulation S Global Note).  Prior to expiry of the Distribution Compliance Period (as 

defined in Regulation S) applicable to each Tranche of Notes, beneficial interests in a Regulation S Global 

Note may not be offered or sold to, or for the account or benefit of, a U.S. person save as otherwise provided 

in Condition 9 of the Ordinary Note Conditions and may not be held otherwise than through Euroclear or 

Clearstream, Luxembourg, and such Regulation S Global Note will bear a legend regarding such restrictions 

on transfer. 

The Registered Notes of each Tranche may only be offered and sold in the United States or to U.S. persons 

in private transactions to "qualified institutional buyers" within the meaning of Rule 144A under the 

Securities Act (QIBs). 

The Registered Notes of each Tranche sold to QIBs will be represented by a global note in registered form (a 

Rule 144A Global Note and, together with a Regulation S Global Note, the Registered Global Notes). 

Registered Global Notes will either (i) be deposited with a custodian for, and registered in the name of a 

nominee of, the Depository Trust Company (DTC), or (ii) be deposited with a common depositary or 

common safekeeper, as the case may be for Euroclear and Clearstream, Luxembourg, and registered in the 

name of a common nominee of Euroclear and Clearstream, Luxembourg or in the name of a nominee of the 

common safekeeper, as specified in the applicable Final Terms.  In the case of a Regulation S Global Note 

registered in the name of a nominee of DTC, prior to the end of the distribution compliance period (as 

defined in Regulation S) applicable to the Notes represented by such Regulation S Global Note, interests in 

such Regulation S Global Note may only be held through the accounts of Euroclear and Clearstream, 

Luxembourg.  Persons holding beneficial interests in Registered Global Notes will be entitled or required, as 

the case may be, under the circumstances described below, to receive physical delivery of Definitive Notes 

in fully registered form. 

The Rule 144A Global Notes will be subject to certain restrictions on transfer set out therein and will bear a 

legend regarding such restrictions. 

Payments of principal, interest and any other amount in respect of the Registered Global Notes will, in the 

absence of provision to the contrary, be made to the person shown on the Register on the relevant Record 

Date (as defined in Condition 4(d)) of the Ordinary Note Conditions as the registered holder of the 

Registered Global Notes.  None of the Issuer, any Paying Agent or the Registrar will have any responsibility 

or liability for any aspect of the records relating to or payments or deliveries made on account of beneficial 

ownership interests in the Registered Global Notes or for maintaining, supervising or reviewing any records 

relating to such beneficial ownership interests. 

Payments of principal, interest or any other amount in respect of the Registered Notes in definitive form will, 

in the absence of provision to the contrary, be made to the persons shown on the Register on the relevant 

Record Date (as defined in Condition 4(d)) of the Ordinary Note Conditions immediately preceding the due 

date for payment in the manner provided in that Condition. 

Interests in a Registered Global Note will be exchangeable (free of charge), in whole but not in part, for 

Registered Definitive Notes without interest coupons or talons attached only upon the occurrence of an 

Exchange Event.  The Issuer will promptly give notice to Noteholders of each Series of Registered Global 

Notes in accordance with Condition 12 of the Ordinary Note Conditions if an Exchange Event occurs.  In the 

event of the occurrence of an Exchange Event, DTC, Euroclear and/or Clearstream, Luxembourg (acting on 
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the instructions of any registered holder of an interest in such Registered Global Note) may give notice to the 

Registrar requesting exchange and, in the event of the occurrence of an Exchange Event as described in 

paragraph (iii) of the definition of Exchange Event, the Issuer may also give notice to the Registrar 

requesting exchange.  Any such exchange shall occur not later than 45 days after the date of receipt of the 

first relevant notice by the Registrar. 

Definitive Rule 144A Notes will be issued only in minimum denominations of U.S.$100,000 and integral 

multiples of U.S.$1,000 in excess thereof (or the approximate equivalents in the applicable Specified 

Currency). 

Transfer of Interests 

Interests in a Rule 144A Global Note may, subject to compliance with all applicable restrictions, be 

transferred to a person who wishes to hold such interests in a Regulation S Global Note representing the 

same series and Tranche of Notes, and vice versa.  No beneficial owner of an interest in a Registered Global 

Note will be able to transfer such interest, except in accordance with the applicable procedures of DTC, 

Euroclear and Clearstream, Luxembourg, in each case to the extent applicable.  Registered Notes are also 

subject to the restrictions on transfer set out therein and will bear a legend regarding such 

restrictions, see "Subscription and Sale and Transfer and Selling Restrictions". 

VPS Notes 

Each Tranche of VPS Notes will be issued in uncertificated and dematerialised book-entry form.  Legal title 

to the VPS Notes will be evidenced by book entries in the records of the VPS.  On the issue of such VPS 

Notes, the Issuer will send a letter to the VPS Trustee, with copies sent to the Principal Paying Agent and the 

VPS Agent (the VPS Letter), which letter will set out the terms of the relevant issue of VPS Notes in the 

form of a Final Terms supplement attached thereto.  On delivery of a copy of such VPS Letter including the 

relevant Final Terms to the VPS and notification to the VPS of the subscribers and their VPS account details 

by the relevant Dealer, the account operator acting on behalf of the Issuer will credit each subscribing 

account holder with the VPS with a nominal amount of VPS Notes equal to the nominal amount thereof for 

which it has subscribed and paid. 

Settlement of sale and purchase transactions in respect of VPS Notes in the VPS will take place two Oslo 

Business Days after the date of the relevant transaction.  Transfers of interests in the relevant VPS Notes will 

only take place in accordance with the rules and procedures of the VPS from time to time. 

VPS Notes may not be exchanged for any other form of Note issued by the Issuer and vice versa.  

General 

Pursuant to the Agency Agreement (as defined under "Terms and Conditions of the Ordinary Notes"), the 

Principal Paying Agent shall arrange that, where a further Tranche of Notes is issued which is intended to 

form a single Series with an existing Tranche of Notes, the Notes of such further Tranche shall be assigned a 

common code and ISIN and, where applicable, a CUSIP and CINS number which are different from the 

common code, ISIN, CUSIP and CINS assigned to Notes of any other Tranche of the same Series until at 

least the expiry of the distribution compliance period (as defined in Regulation S) applicable to the Notes of 

such Tranche. 

Any reference herein to Euroclear and/or Clearstream, Luxembourg and/or DTC and/or the VPS shall, 

whenever the context so permits, be deemed to include a reference to any additional or alternative clearing 

system specified in the applicable Final Terms. 

The Issuer may agree with any Dealer that Notes may be issued in a form not contemplated by the Terms and 

Conditions of the Notes, in which case (if the Notes are intended to be listed) a new Prospectus will be made 

available which will describe the effect of the agreement reached in relation to such Notes. 
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The relevant Issuer will notify the ICSDs and the Paying Agents upon issue whether the Notes are intended, 

or are not intended, to be held in a manner which would allow Eurosystem eligibility and deposited with one 

of the ICSDs as common safekeeper (and in the case of registered Notes, registered in the name of a nominee 

of one of the ICSDs acting as common safekeeper).  Where the Notes are not intended to be deposited with 

one of the ICSDs as common safekeeper upon issuance, should the Eurosystem eligibility criteria be 

amended in the future such as that the Notes are capable of meeting such criteria, the Notes may then be 

deposited with one of the ICSDs as common safekeeper.  Where the Notes are so deposited with one of the 

ICSDs as common safekeeper (and in the case of registered Notes, registered in the name of a nominee of 

one of the ICSDs acting as a common safekeeper) upon issuance or otherwise, this does not necessarily mean 

that the Notes will be recognised as eligible collateral for Eurosystem monetary policy and intra day credit 

operations by the Eurosystem at issuance or at any time during their life.  Such recognition will depend upon 

the European Central Bank being satisfied that Eurosystem eligibility criteria have been met. 
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APPLICABLE FINAL TERMS 
 

PROHIBITION OF SALES TO EEA RETAIL INVESTORS – The Notes are not intended, from 1 

January 2018, to be offered, sold or otherwise made available to and, with effect from such date, should not 

be offered, sold or otherwise made available to any retail investor in the European Economic Area (EEA). 

For these purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined in 

point (11) of Article 4(1) of Directive 2014/65/EU (MiFID II); or (ii) a customer within the meaning of 

Directive 2002/92/EC (IMD), where that customer would not qualify as a professional client as defined in 

point (10) of Article 4(1) of MiFID II. Consequently, no key information document required by Regulation 

(EU) No 1286/2014 (the PRIIPs Regulation) for offering or selling the Notes or otherwise making them 

available to retail investors in the EEA has been prepared and therefore offering or selling the Notes or 

otherwise making them available to any retail investor in the EEA may be unlawful under the PRIIPS 

Regulation. 

Dated [] 

SpareBank 1 Boligkreditt AS 

Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes] 

under the €25,000,000,000 

Global Medium Term Covered Note Programme 

PART A – CONTRACTUAL TERMS 

Terms used herein shall be deemed to be defined as such for the purposes of the [Ordinary Note Conditions] 

[VPS Conditions] set out in the prospectus dated 6 June 2017 [and the supplement[s] to the prospectus dated 

[] [and []] which [together] constitute[s] a base prospectus (the Base Prospectus) for the purposes of the 

Prospectus Directive (Directive 2003/71/EC) (as amended by Directive 2010/73/EU (the 2010 PD 

Amending Directive), the Prospectus Directive).  This document constitutes the Final Terms of the Notes 

described herein for the purposes of Article 5.4 of the Prospectus Directive and must be read in conjunction 

with the Base Prospectus [as so supplemented].  Full information on the Issuer and the offer of the Notes is 

only available on the basis of the combination of these Final Terms and the Base Prospectus.  The Base 

Prospectus is available for viewing at, and copies may be obtained from, the specified office of each of the 

Paying Agents.  The Base Prospectus and (in the case of Notes listed on the official list and admitted to 

trading on the regulated market of the Luxembourg Stock Exchange) the applicable Final Terms will also be 

published on the website of the Luxembourg Stock Exchange (www.bourse.lu). 

[The following alternative language applies if the first tranche of an issue which is being increased was 

issued under a Base Prospectus with an earlier date.  N.B. when using a post-1 July 2012 approved Base 

Prospectus to tap a previous issue under a pre-1 July 2012 approved Base Prospectus, the final terms in the 

post-1 July 2012 Base Prospectus will take a different form due to the more restrictive approach to final 

terms.  The Conditions of the original issue being tapped should be reviewed to ensure that they would not 

require the final terms documenting the further issue to include information which is no longer permitted in 

final terms.  Where the final terms documenting the further issue would need to include such information, it 

will not be possible to tap using final terms and a drawdown prospectus (incorporating the original 

Conditions and final terms) will instead need to be prepared.] 

[Terms used herein shall be deemed to be defined as such for the purposes of the [Ordinary Note Conditions] 

[VPS Conditions] (the Conditions) set out in the prospectus dated [30 August 2007/14 August 2008/27 

August 2009/18 October 2010/23 May 2011/26 June 2012/16 April 2013/15 April 2014/23 April 2015/10 

June 2016].  This document constitutes the Final Terms of the Notes described herein for the purposes of 

Article 5.4 of the Prospectus Directive (Directive 2003/71/EC) (as amended by Directive 2010/73/EU (the 
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2010 PD Amending Directive), (the Prospectus Directive) and must be read in conjunction with the Base 

Prospectus dated 6 June 2017 [and the supplement[s] to it dated [date] and [date]], which [together] 

constitutes[s] a base prospectus for the purposes of the Prospectus Directive (the Base Prospectus), 

including the Conditions incorporated by reference in the Base Prospectus.  Full information on the Issuer 

and the offer of the Notes is only available on the basis of the combination of these Final Terms and the Base 

Prospectus.  Copies of such Prospectuses are available for viewing at, and copies may be obtained from, the 

specified office of each of the Paying Agents.  The Base Prospectus and (in the case of Notes listed on the 

official list and admitted to trading on the regulated market of the Luxembourg Stock Exchange) the 

applicable Final Terms will also be published on the website of the Luxembourg Stock Exchange 

(www.bourse.lu).] 

 

1.  Series Number: [] 

2.  [(i) Tranche Number: [] 

 [(ii) Series with which Notes will be 

consolidated and form a single 

Series: 

[]/[Not Applicable]] 

 [(iii) Date on which the Notes will be 

consolidated and form a single 

Series with the Series specified 

above: 

The Notes will be consolidated and form a single 

Series with [provide issue amount/ISIN/maturity 

date/issue date of earlier Tranches] on []/[the Issue 

Date]/[exchange of the Temporary Bearer Global 

Note for interest in the Permanent Bearer Global 

Note, as referred to in paragraph 21 below [which, is 

expected to occur on or about [date]] 

[Not Applicable]] 

3.  Specified Currency or Currencies: [] 

4.  Aggregate Nominal Amount:  

 (i) Series: [] 

 (ii) Tranche: [] 

5.  Issue Price: [] per cent. of the Aggregate Nominal Amount [plus 

accrued interest from [] (if applicable)] 

6.  (a) Specified Denominations: [] [[€100,000] and integral multiples of [€1,000] in 

excess thereof up to and including [€199,000] (or 

equivalent in another currency).  No notes in 

definitive form will be issued with a denomination 

above [€199,000] (or equivalent in another currency)] 

[N.B. Notes must have a minimum denominator of 

€100,000 (or equivalent in another currency] 

 (b) Calculation Amount: [] 

7.  (i) Issue Date: [] 

 (ii) Interest Commencement Date: []/[Issue Date]/[Not Applicable] 

8.  Maturity Date: []/Interest Payment Date falling in or nearest to [] 
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9.  Extended Final Maturity Date:  []/[Not Applicable] 

10.  Interest Basis: [[] per cent. Fixed Rate]/ 

  [[Specify particular reference rate] +/- [] per cent. 

per annum Floating Rate] 

   

11.  Redemption/Payment Basis: [Redemption at par]/[Redemption at [] per cent. of 

the nominal amount] 

12.  Change of Interest Basis: [For the period from (and including) the Interest 

Commencement Date, up to (but excluding) [date] 

paragraph [15] [16] applies and for the period from 

(and including) [date] to (but excluding) the Maturity 

Date, paragraph [15] [16] applies]/[Not Applicable] 

13.  Put/Call Options: [Investor Put] 

  [Issuer Call] 

  [Not Applicable] 

14.  [Date [Board] approval for issuance of 

Notes obtained:] 

[] [and [], respectively]] 

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE 

15.  Fixed Rate Note Provisions [Applicable/Not Applicable] 

(if not applicable, delete the remaining 

sub-paragraphs of this item 15) 

 (i) Rate(s) of Interest: [] per cent. per annum [payable in arrear on each 

Interest Payment Date] 

 (ii) Interest Payment Date(s): [] in each year from (and including) [] up to and 

including the [Final Maturity Date]/[Extended Due 

for Payment Date, if applicable], subject to 

adjustment in accordance with the Business Day 

Convention set out below 

 (iii) Fixed Coupon Amount(s): [[] per Calculation Amount/Not Applicable] 

 (iv) Broken Amount(s): [[] per Calculation Amount payable on the Interest 

Payment Date falling [in/on] []/Not Applicable] 

 (v) Day Count Fraction: [30/360]/ [Actual/Actual (ICMA)] 

 (vi) Determination Date(s): [[] in each year]/[Not Applicable] 

16.  Floating Rate Note Provisions [Applicable/Not Applicable] 

(if not applicable, delete the remaining 

sub-paragraphs of this item 16) 

 (i) Specified Period(s)/Specified [][, subject to adjustment in accordance with the 
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Interest Payment Dates: Business Day Convention set out in sub-paragraph 

(ii) below/, not subject to adjustment as the Business 

Day Convention in sub-paragraph (ii) below is 

specified to be Not Applicable] 

 (ii) Business Day Convention: [Floating Rate Convention/Following Business Day 

Convention/Modified Following Business Day 

Convention/Preceding Business Day Convention/Not 

Applicable] 

 (iii) Business Centre(s): [] 

 (iv) Manner in which the Rate of 

Interest and Interest Amount is to 

be determined: 

[Screen Rate Determination/ISDA Determination] 

 (v) Party responsible for calculating 

the Rate of Interest and Interest 

Amount: 

[Principal Paying Agent] 

 (vi) Screen Rate Determination:  

 − Reference Rate and 

relevant financial centre: 

[Applicable/Not Applicable] 

Reference Rate: [] month [currency] 

[LIBOR]/[EURIBOR]/[NIBOR]/[CIBOR]/[CITA]/[E

ONIA]/[HIBOR]/[SIBOR]/[STIBOR]/[TIBOR] 

Relevant financial centre: 

[London]/[Brussels]/[Oslo]/[Copenhagen]/[Hong 

Kong]/[Singapore]/[Tokyo] 

 − Interest Determination 

Date(s): 

[] 

 − Relevant Screen Page: [] 

 (vii) ISDA Determination: [Applicable/Not Applicable] 

 − Floating Rate Option: [] 

 − Designated Maturity: [] 

 − Reset Date: [] 

 (viii) Linear Interpolation: [Not Applicable/Applicable – the Rate of Interest for 

the [long/short] [first/last] Interest Period shall be 

calculated using Linear Interpolation (specify for each 

short or long interest period)] 

 (ix) Margin(s): [+/-] [] per cent. per annum 

 (x) Minimum Rate of Interest: [[] per cent. per annum][Not Applicable] 

 (xi) Maximum Rate of Interest: [[] per cent. per annum][Not Applicable] 

 (xii) Day Count Fraction: [Actual/Actual [(ISDA)]]/ 
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  [Actual/365 (Fixed)]/ 

  [Actual/365 (Sterling)]/ 

  [Actual/360]/ 

  [30/360]/[360/360]/[Bond Basis]/ 

  [30E/360]/[Eurobond Basis] 

  [30E/360 (ISDA)] 

PROVISIONS RELATING TO REDEMPTION 

17.  Issuer Call: [Applicable]/[Not Applicable] 

(if not applicable, delete the remaining 

sub-paragraphs of this item 17) 

 (i) Optional Redemption Date(s): [] 

 (ii) Optional Redemption Amount of 

each Note: 

[] per Note of [] Specified Denomination 

 (iii) If redeemable in part:  

 (a) Minimum Redemption 

Amount: 

[] 

 (b) Maximum Redemption 

Amount: 

[] 

 (iv) Notice period (if other than as set 

out in the Conditions): 

[] 

18.  Investor Put:  [Applicable]/[Not Applicable]  

(if not applicable, delete the remaining 

sub-paragraphs of this item 18) 

 (i) Optional Redemption Date(s): [] 

 (ii) Optional Redemption Amount of 

each Note: 

[] per Note of [] Specified Denomination 

 (iii) Notice period (if other than as set 

out in the Conditions): 

[] 

19.  Final Redemption Amount of each Note:  [] per Calculation Amount 

20.  Early Redemption Amount of each Note 

payable on redemption: 

[] per Calculation Amount 

GENERAL PROVISIONS APPLICABLE TO THE NOTES 

21.  Form of Notes: [Bearer Notes:  

 (i) Form: [Temporary Bearer Global Note exchangeable on or 

after the Exchange Date for a Permanent Bearer 

Global Note which is exchangeable for Bearer 

Definitive Notes only upon an Exchange Event]]/ 
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  [Registered Notes: 

  [Regulation S Global Note registered in the name of a 

nominee for [DTC/a common depositary for 

Euroclear and Clearstream, Luxembourg/a common 

safekeeper for Euroclear and Clearstream, 

Luxembourg]] 

  [Rule 144A Global Note registered in the name of a 

nominee for [DTC/a common depositary for 

Euroclear and Clearstream, Luxembourg/a common 

safekeeper for Euroclear and Clearstream, 

Luxembourg] 

  [VPS Notes issued in uncertificated book-entry form] 

 (ii) New Global Note: [Yes]/[No] 

22.  Additional Financial Centre(s) []/[Not Applicable] 

23.  Talons for future Coupons to be attached to 

Definitive Notes (and dates on which such 

Talons mature): 

[Yes, as the Notes have more than 27 coupon 

payments, Talons may be required if on exchange into 

definitive form, more than 27 coupon payments are 

still to be made]/[No] 

24.  Redenomination applicable: [Not applicable]/[The provisions of [Ordinary Note 

Condition 4(i)][VPS Condition 4(f)] apply] 

Signed on behalf of the Issuer: 

 

By:  .........................................................  

Duly authorised 

 

[Signed on behalf of the Issuer: 

 

By:  .........................................................  

 

Duly authorised]
2
 

                                                      
2
  Two signatories are required for issues of N Notes. 
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PART B – OTHER INFORMATION 

 

1. LISTING AND ADMISSION TO TRADING  

(i) Listing: [Official List of the Luxembourg Stock 

Exchange.]/[] 

(ii) Admission to trading: Application has been made for the Notes to be 

admitted to trading on [the Regulated Market of 

the Luxembourg Stock Exchange]/[] with 

effect from []. 

(iii) Estimate of total expenses related to 

admission to trading: 

[] 

2. RATINGS  

Ratings: The Notes to be issued [have been rated]/[are 

expected to be rated]: 

 [Moody's:]  

 [Fitch:] 

 [Not applicable] 

3. INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE 

Save for any fees payable to the [Managers/Dealers], so far as the Issuer is aware, no person 

involved in the issue of the Notes has an interest material to the offer.  The [Managers/Dealers] and 

their affiliates have engaged and may in the future engage in investment banking and/or commercial 

transactions with and may perform other services for the Issuer and/or its affiliates in the ordinary 

course of business. 

4. YIELD (Fixed Rate Notes only)  

Indication of yield: [] 

5. OPERATIONAL INFORMATION 

(i) ISIN Code: [] 

(ii) Common Code: [] 

(iii) CUSIP Code: [] 

(iv) CINS Code: [] 

(v) Any clearing system(s) other than 

Euroclear and Clearstream, 

Luxembourg or DTC and the relevant 

identification number(s): 

[]/[Not Applicable]/[VPS, Norway. VPS 

identification number: []].   

(vi) Delivery: Delivery [against/free of] payment 
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(vii) Names and addresses of additional 

Paying Agent(s) (if any): 

[] 

6. DISTRIBUTION  

Intended to be held in a manner which would 

allow Eurosystem eligibility: 

[Yes.  Note that the designation "yes" simply 

means that the Notes are intended upon issue to be 

deposited with one of the ICSDs as common 

safekeeper and does not necessarily mean that the 

Notes will be recognised as eligible collateral for 

Eurosystem monetary policy and intra day credit 

operations by the Eurosystem either upon issue or 

at any or all times during their life.  Such 

recognition will depend upon the European Central 

Bank being satisfied that Eurosystem eligibility 

criteria have been met.] 

[No.  While the designation is specified as "no" at 

the date of these Final Terms, should the 

Eurosystem eligibility criteria be amended in the 

future such that the Notes are capable of meeting 

them the Notes may then be deposited with one of 

the ICSDs as common safekeeper.  Note that this 

does not necessarily mean that the Notes will then 

be recognised as eligible collateral for Eurosystem 

monetary policy and intra day credit operations by 

the Eurosystem at any time during their life.  Such 

recognition will depend upon the European Central 

Bank being satisfied that Eurosystem eligibility 

criteria have been met.] 

U.S. Selling Restrictions: [[Reg. S Compliance Category [1/2/3]]; [TEFRA 

D/TEFRA C/TEFRA not applicable]] 
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TERMS AND CONDITIONS OF THE ORDINARY NOTES 

The following are the Terms and Conditions of the Ordinary Notes (the Ordinary Note Conditions) which 

will be incorporated by reference into each Global Note (as defined below) and each Definitive Note, in the 

latter case only if permitted by the relevant stock exchange (if any) and agreed by the Issuer and the relevant 

Dealer at the time of issue but, if not so permitted and agreed, such definitive Note will have endorsed 

thereon or attached thereto such Ordinary Note Conditions. 

The applicable Final Terms (or the relevant provisions thereof) will be endorsed upon, or attached to, each 

Global Note and Definitive Note.  Reference should be made to "Form of the Notes" for a description of the 

content of the Final Terms which will specify which of such terms are to apply in relation to the relevant 

Notes. 

The Notes are covered bonds (obligasjoner med fortrinnsrett) issued by SpareBank 1 Boligkreditt AS (with 

the parallel trade name SpareBank 1 Covered Bonds Company) (the Issuer) in accordance with Chapter 11, 

Subsection II of the Norwegian Act on Financial Undertakings and Financial Groups of 10 April 2015 No 17 

(lov 10. april 2015 nr. 17 om finansforetak og finanskonsern (finansforetaksloven) (the Act) and Chapter 11 

of the Regulations of 9 December 2016 no. 1502 on Financial Undertakings and Financial Groups (forskrift 

9. desember 2016 nr. 1502 om finansforetak og finanskonsern (finansforetaksforskriften)) (the Regulations).  

This Ordinary Note is one of a Series (as defined below) of Notes issued by the Issuer pursuant to the 

Agency Agreement (as defined below). 

References herein to the Ordinary Notes shall be references to the Ordinary Notes of this Series and shall 

mean: 

(i) in relation to any Ordinary Notes represented by a global Note (a Global Note), units of the lowest 

denomination specified in the relevant Final Terms (Specified Denomination) in the currency 

specified in the relevant Final Terms (Specified Currency); 

(ii) any Global Note;  

(iii) any definitive Notes in bearer form (Bearer Definitive Notes) issued in exchange for a Global Note 

in bearer form; and 

(iv) any definitive Notes in registered form (Registered Definitive Notes) (whether or not issued in 

exchange for a Global Note in registered form).  

The Ordinary Notes and the Coupons (as defined below) have the benefit of an Agency Agreement (such 

Agency Agreement, as amended and/or supplemented and/or restated from time to time, the Agency 

Agreement) dated 30 August 2007 and made between, among others, the Issuer, Citibank, N.A., London 

Branch as principal paying agent (the Principal Paying Agent, which expression shall include any successor 

agent) and the other paying agents named therein (together with the Principal Paying Agent, the Paying 

Agents, which expression shall include any additional or successor paying agents), Citigroup Global 

Markets Deutschland AG as registrar (the Registrar, which expression shall include any additional or 

successor registrar), Citibank, N.A. as exchange agent (the Exchange Agent, which expression shall include 

any additional or successor exchange agent) and as transfer agent (the Transfer Agent, which expression 

shall include any additional or successor transfer agent and together with the Exchange Agent, the Transfer 

Agents). 

Interest bearing Bearer Definitive Notes have interest coupons (Coupons) and, in the case of Notes which 

when issued in definitive form have more than 27 interest payments remaining, talons for further Coupons 

(Talons) attached on issue.  Any reference herein to Coupons or coupons shall, unless the context otherwise 

requires, be deemed to include a reference to Talons or talons.  Registered Notes and Bearer Global Notes do 

not have Coupons or Talons attached on issue. 
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The Final Terms for this Ordinary Note (or the relevant provisions thereof) are set out in Part A of the Final 

Terms attached to or endorsed on this Ordinary Note which complete these Ordinary Note Conditions and 

may specify other terms and conditions which shall, to the extent so specified or to the extent inconsistent 

with these Ordinary Note Conditions, replace or modify these Ordinary Note Conditions for the purposes of 

this Note.  References to the applicable Final Terms are to Part A of the Final Terms (or the relevant 

provisions thereof) which are attached to or endorsed on this Ordinary Note. 

The expression Prospectus Directive means Directive 2003/71/EC (and amendments thereto, including the 

2010 PD Amending Directive) to the extent implemented in the relevant Member State of the European 

Economic Area and includes any relevant implementing measure in the relevant Member State and the 

expression 2010 PD Amending Directive means Directive 2010/73/EU. 

Any reference to Noteholders or holders in relation to any Ordinary Notes shall mean (in the case of Bearer 

Notes) the holders of the Ordinary Notes and (in the case of Registered Notes) the persons in whose name 

the Ordinary Notes are registered and shall, in relation to any Ordinary Notes represented by a Global Note, 

be construed as provided below.  Any reference herein to Couponholders shall mean the holders of the 

Coupons and shall, unless the context otherwise requires, include the holders of the Talons.  

As used herein, Tranche means Ordinary Notes which are identical in all respects (including as to listing 

and admission to trading) and Series means a Tranche of Notes together with any further Tranche or 

Tranches of Notes which (i) are expressed to be consolidated and form a single series and (ii) have the same 

terms and conditions or terms and conditions which are the same in all respects save for the amount and date 

of the first payment of interest thereon and the date from which interest starts to accrue. 

The Ordinary Noteholders and the Couponholders are entitled to the benefit of the Deed of Covenant (such 

Deed of Covenant, as amended and/or supplemented and/or restated from time to time, the Deed of 

Covenant) dated 30 August 2007 and made by the Issuer.  The original of the Deed of Covenant is held by 

the common depositary for Euroclear (as defined below) and Clearstream, Luxembourg (as defined below). 

Copies of the Agency Agreement and the Deed of Covenant are available for inspection during normal 

business hours at the specified office of each of the Principal Paying Agent, the Registrar, the other Paying 

Agents and the Transfer Agents (together referred to as the Agents).  Copies of the applicable Final Terms 

are available for viewing at the specified registered office of each of the Issuer and of the Principal Paying 

Agent save that, if this Ordinary Note is neither admitted to trading on a regulated market in the European 

Economic Area nor offered in the European Economic Area in circumstances where a prospectus is required 

to be published under the Prospectus Directive, the applicable Final Terms will only be obtainable by an 

Ordinary Noteholder holding one or more such Ordinary Notes and such Ordinary Noteholder must produce 

evidence satisfactory to the Issuer and the relevant Paying Agent as to its holding of such Ordinary Notes 

and identity.  The Ordinary Noteholders and the Couponholders are deemed to have notice of, and are 

entitled to the benefit of, all the provisions of the Agency Agreement, the Deed of Covenant and the 

applicable Final Terms which are applicable to them.  The statements in these Ordinary Note Conditions 

include summaries of, and are subject to, the detailed provisions of the Agency Agreement. 

Words and expressions defined in the Agency Agreement or used in the applicable Final Terms shall have 

the same meanings where used in these Ordinary Note Conditions unless the context otherwise requires or 

unless otherwise stated and provided that, in the event of inconsistency between the Agency Agreement and 

the applicable Final Terms, the applicable Final Terms will prevail. 

1. FORM, DENOMINATION AND TITLE 

The Ordinary Notes are in bearer form (Bearer Notes) or registered form (Registered Notes), and, 

in the case of definitive Notes, serially numbered, in the Specified Currency and the Specified 

Denomination(s).  Ordinary Notes of one Specified Denomination may not be exchanged for 

Ordinary Notes of another Specified Denomination. 
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Bearer Notes may not be exchanged for Registered Notes or any other form of note issued by the 

Issuer, and vice versa. 

This Ordinary Note may be a Fixed Rate Note or a Floating Rate Note, depending upon the Interest 

Basis shown in the applicable Final Terms. 

This Ordinary Note may be a combination of any of the foregoing, depending on the 

Redemption/Payment Basis shown in the applicable Final Terms. 

The applicable Final Terms will specify that a Bearer Global Note will be exchangeable (free of 

charge), in whole but not in part, for Bearer Definitive Notes with, where applicable interest coupons 

and talons attached only upon the occurrence of an Exchange Event.  A Registered Global Note will 

be exchangeable (free of charge), in whole but not in part, for Registered Definitive Notes without 

interest coupons or talons attached only upon the occurrence of an Exchange Event. 

Exchange Event means that (i) in the case of Bearer Global Notes and Registered Global Notes 

registered in the name of a nominee for a common depositary or in the name of a common 

safekeeper for Euroclear and Clearstream, Luxembourg, the Issuer has been notified that both 

Euroclear and Clearstream, Luxembourg have been closed for business for a continuous period of 14 

days (other than by reason of holiday, statutory or otherwise) or have announced an intention 

permanently to cease business or have in fact done so and no successor clearing system is available, 

or (ii) in the case of Registered Global Notes registered in the name of a nominee for DTC, either 

DTC has notified the Issuer that it is unwilling or unable to act as depositary for the Notes and no 

alternative clearing system is available or DTC has ceased to constitute a clearing agency registered 

under the Exchange Act, and no alternative clearing system is available, or (iii) in the case of both 

Bearer Global Notes and Registered Global Notes, the Issuer has or will become subject to adverse 

tax consequences which would not be suffered were the Notes represented by the Global Note in 

definitive form.  The Issuer will promptly give notice to Noteholders of each Series of Bearer Global 

Notes in accordance with Condition 12 below if an Exchange Event occurs.  In the event of the 

occurrence of an Exchange Event, Euroclear and/or Clearstream, Luxembourg (acting on the 

instructions of any holder of an interest in such Permanent Global Note) or the Issuer may give 

notice to the Principal Paying Agent requesting exchange and, in the event of the occurrence of an 

Exchange Event as described in (ii) above, the Issuer may also give notice to the Principal Paying 

Agent or Registrar requesting exchange.  Any such exchange shall occur not later than 45 days after 

the date of receipt of the first relevant notice by the Principal Paying Agent. 

Bearer Definitive Notes are issued with Coupons attached.  Bearer Definitive Notes will also be 

issued with Talons attached, if applicable and specified in the Final Terms. 

Subject as set out below, title to the Bearer Notes and Coupons will pass by delivery and title to the 

Registered Notes upon registration of transfers in accordance with the provisions of the Agency 

Agreement.  The Issuer, the Registrar, any Transfer Agent and any Paying Agent will (except as 

otherwise required by law) deem and treat the bearer of any Bearer Note or Coupon and the 

registered holder of any Registered Note as the absolute owner thereof (whether or not overdue and 

notwithstanding any notice of ownership or writing thereon or notice of any previous loss or theft 

thereof) for all purposes but, in the case of any Global Note, without prejudice to the provisions set 

out in the next succeeding paragraph. 

For so long as any of the Ordinary Notes is represented by a Global Note held on behalf of Euroclear 

Bank S.A./N.V. (Euroclear) and/or Clearstream Banking, société anonyme (Clearstream, 

Luxembourg), each person (other than Euroclear or Clearstream, Luxembourg) who is for the time 

being shown in the records of Euroclear or of Clearstream, Luxembourg, as the holder of a particular 

nominal amount of such Ordinary Notes (in which regard any certificate or other document issued 

by Euroclear or Clearstream, Luxembourg as to the nominal amount of such Notes standing to the 

account of any person shall be conclusive and binding for all purposes save in the case of manifest 

error) shall be treated by the Issuer, Principal Paying Agent, and any other Paying Agents as the 
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holder of such nominal amount of such Ordinary Notes for all purposes other than with respect to the 

payment of principal or interest on such nominal amount of such Ordinary Notes, for which purpose, 

in the case of Notes represented by a Bearer Global Note, the bearer of the relevant Bearer Global 

Note or, in the case of a Registered Global Note, the registered holder of the relevant Registered 

Global Note shall be treated by the Issuer, the Principal Paying Agent and any other Paying Agent as 

the holder of such nominal amount of such Notes in accordance with and subject to the terms of the 

relevant Bearer Global Note or Registered Global Note, as the case may be, and the expressions 

Noteholders and holder of Notes and related expressions shall be construed accordingly.  Notes 

which are represented by a Bearer Global Note or a Registered Global Note will be transferable only 

in accordance with the rules and procedures for the time being of Euroclear and Clearstream, 

Luxembourg, and/or DTC, as the case may be. 

For so long as the DTC or its nominee is the registered owner or holder of a Registered Global Note, 

DTC or such nominee, as the case may be, will be considered the sole owner or holder of the Notes 

represented by such Registered Global Note for all purposes under the Agency Agreement and the 

Notes except to the extent that in accordance with DTC's published rules and procedures any 

ownership rights may be exercised by its participants or beneficial owners through participants. 

References to Euroclear and/or Clearstream, Luxembourg and/or DTC shall, whenever the context 

so permits, except in relation to Notes in NGN form, be deemed to include a reference to any 

additional or alternative clearing system specified in the applicable Final Terms. 

2. STATUS OF THE ORDINARY NOTES AND OVERCOLLATERALISATION 

(a) Status of the Ordinary Notes 

The Ordinary Notes of each Tranche constitute unconditional and unsubordinated obligations of the 

Issuer and rank pari passu with all other outstanding unsubordinated obligations of the Issuer that 

have been provided equivalent priority of claim to the Cover Pool in accordance with the terms of 

the Act and the Regulations. 

(b) Overcollateralisation 

For so long as the Notes are outstanding, the value (as calculated in accordance with the Act and the 

Regulations) of the Cover Pool (as defined below) entered into the Register (as defined below) with 

respect to the Notes as well as any other covered bonds issued by the Issuer and derivative contracts 

having recourse to such Cover Pool shall at all times be a minimum of 102 per cent. of the 

outstanding principal amount of the Notes and any other covered bonds issued by the Issuer having 

recourse to such Cover Pool (taking into account the effect of the relevant derivative contracts) 

(Overcollateralisation). 

To the extent a higher level of minimum overcollateralisation is stipulated to apply by any applicable 

Norwegian legislation from time to time, such a level of overcollateralisation shall be the minimum 

level of Overcollateralisation required to be maintained by the Issuer pursuant to this Condition 2(b). 

There is no obligation for the Issuer to maintain any particular rating in respect of the Ordinary 

Notes throughout the term of the Notes or select a higher Overcollateralisation percentage in order to 

maintain a rating.  In particular, if any of the credit ratings assigned to the Notes are reduced, 

removed, suspended or placed on credit watch, the Issuer shall not be obliged to select a higher 

Overcollateralisation percentage.  For the avoidance of doubt, recourse to the Cover Pool, and any 

additional overcollateralisation in the Cover Pool, is available for inter alios all Noteholders 

(including holders of existing Notes and new Notes) and counterparties to any relevant derivative 

contracts. 
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3. INTEREST 

(a) Interest on Fixed Rate Notes 

Each Fixed Rate Note bears interest on its outstanding nominal amount from (and including) the 

Interest Commencement Date at the rate(s) per annum equal to the Rate(s) of Interest.  Interest will 

be payable in arrear on the Interest Payment Date(s) in each year up to (and including) the Maturity 

Date. 

Except as provided in the applicable Final Terms, the amount of interest payable on each Interest 

Payment Date in respect of the Fixed Interest Period ending on (but excluding) such date will 

amount to the Fixed Coupon Amount.  Payments of interest on any Interest Payment Date will, if so 

specified in the applicable Final Terms, amount to the Broken Amount so specified. 

As used in these Ordinary Note Conditions, Fixed Interest Period means the period from (and 

including) an Interest Payment Date (or the Interest Commencement Date) to (but excluding) the 

next (or first) Interest Payment Date. 

If interest is required to be calculated for a period other than a Fixed Interest Period, such interest 

shall be calculated by applying the Rate of Interest to each Specified Denomination, multiplying 

such sum by the applicable Day Count Fraction, and rounding the resultant figure to the nearest sub-

unit of the relevant Specified Currency, half of any such sub-unit being rounded upwards or 

otherwise in accordance with applicable market convention. 

In these Ordinary Note Conditions: 

Day Count Fraction means, in respect of the calculation of an amount of interest in accordance 

with this Condition 3(a): 

(i) if "Actual/Actual (ICMA)" is specified in the applicable Final Terms: 

(A) in the case of Ordinary Notes where the number of days in the relevant period from 

(and including) the most recent Interest Payment Date (or, if none, the Interest 

Commencement Date) to (but excluding) the relevant payment date (the Accrual 

Period) is equal to or shorter than the Determination Period during which the 

Accrual Period ends, the number of days in such Accrual Period divided by the 

product of (1) the number of days in such Determination Period and (2) the number 

of Determination Dates (as specified in the applicable Final Terms) that would occur 

in one calendar year; or 

(B) in the case of Ordinary Notes where the Accrual Period is longer than the 

Determination Period during which the Accrual Period ends, the sum of: 

(1) the number of days in such Accrual Period falling in the Determination 

Period in which the Accrual Period begins divided by the product of (x) the 

number of days in such Determination Period and (y) the number of 

Determination Dates (as specified in the applicable Final Terms) that would 

occur in one calendar year; and 

(2) the number of days in such Accrual Period falling in the next Determination 

Period divided by the product of (x) the number of days in such 

Determination Period and (y) the number of Determination Dates that would 

occur in one calendar year; and 

(ii) if "30/360" is specified in the applicable Final Terms, the number of days in the period from 

(and including) the most recent Interest Payment Date (or, if none, the Interest 
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Commencement Date) to (but excluding) the relevant payment date (such number of days 

being calculated on the basis of a year of 360 days with 12 30-day months) divided by 360; 

Determination Period means each period from (and including) a Determination Date to (but 

excluding) the next Determination Date (including, where either the Interest Commencement Date or 

the final Interest Payment Date is not a Determination Date, the period commencing on the first 

Determination Date prior to, and ending on the first Determination Date falling after, such date); and 

sub-unit means, with respect to any currency other than euro, the lowest amount of such currency 

that is available as legal tender in the country of such currency and, with respect to euro, means one 

cent. 

(b) Interest on Floating Rate Notes 

(i) Interest Payment Dates 

Each Floating Rate Note bears interest on its outstanding nominal amount from (and 

including) the Interest Commencement Date and such interest will be payable in arrear on 

either: 

(A) the Specified Interest Payment Date(s) in each year specified in the applicable Final 

Terms; or 

(B) if no Specified Interest Payment Date(s) is/are specified in the applicable Final 

Terms, each date (each such date, together with each Specified Interest Payment 

Date, an Interest Payment Date) which falls within the number of months or other 

period specified as the Specified Period in the applicable Final Terms after the 

preceding Interest Payment Date or, in the case of the first Interest Payment Date, 

within the specified period after the Interest Commencement Date. 

Such interest will be payable in respect of each Interest Period (which expression shall, in 

these Ordinary Note Conditions, mean the period from (and including) an Interest Payment 

Date (or the Interest Commencement Date) to (but excluding) the next (or first) Interest 

Payment Date). 

If a Business Day Convention is specified in the applicable Final Terms and (x) if there is no 

numerically corresponding day on the calendar month in which an Interest Payment Date 

should occur or (y) if any Interest Payment Date would otherwise fall on a day which is not 

a Business Day, then, if the Business Day Convention specified is: 

(1) in any case where Specified Periods are specified in accordance with 

Condition 3(b)(i)(B) above, the Floating Rate Convention, such Interest Payment 

Date (i) in the case of (x) above, shall be the last day that is a Business Day in the 

relevant month and the provisions of (B) below shall apply mutatis mutandis, or (ii) 

in the case of (y) above, shall be postponed to the next day which is a Business Day 

unless it would thereby fall into the next calendar month, in which event (A) such 

Interest Payment Date shall be brought forward to the immediately preceding 

Business Day and (B) each subsequent Interest Payment Date shall be the last 

Business Day in the month which falls in the Specified Period after the preceding 

applicable Interest Payment Date occurred; or 

(2) the Following Business Day Convention, such Interest Payment Date shall be 

postponed to the next day which is a Business Day; or 

(3) the Modified Following Business Day Convention, such Interest Payment Date shall 

be postponed to the next day which is a Business Day unless it would thereby fall 
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into the next calendar month, in which event such Interest Payment Date shall be 

brought forward to the immediately preceding Business Day; or 

(4) the Preceding Business Day Convention, such Interest Payment Date shall be 

brought forward to the immediately preceding Business Day. 

In these Ordinary Note Conditions, Business Day means a day which is both: 

(A) a day on which commercial banks and foreign exchange markets settle payments 

and are open for general business (including dealing in foreign exchange and foreign 

currency deposits) in each Business Centre specified in the applicable Final Terms; 

and 

(B) either (1) in relation to any sum payable in a Specified Currency other than euro, a 

day on which commercial banks and foreign exchange markets settle payments and 

are open for general business (including dealing in foreign exchange and foreign 

currency deposits) in the principal financial centre of the country of the relevant 

Specified Currency (if other than the place of presentation, any Business Centre 

specified in the applicable Final Terms) or (2) in relation to any sum payable in 

euro, a day on which Trans-European Automated Real-Time Gross Settlement 

Express Transfer (TARGET2) System (the TARGET2 System) is open. 

(ii) Rate of Interest 

The Rate of Interest payable from time to time in respect of Floating Rate Notes will be 

determined in the manner specified in the applicable Final Terms. 

(A) ISDA Determination for Floating Rate Notes 

Where ISDA Determination is specified in the applicable Final Terms as the manner 

in which the Rate of Interest is to be determined, the Rate of Interest for each 

Interest Period will be the relevant ISDA Rate plus or minus (as indicated in the 

applicable Final Terms) the Margin (if any).  For the purposes of this sub-

paragraph (A), ISDA Rate for an Interest Period means a rate equal to the Floating 

Rate that would be determined by the Principal Paying Agent under an interest rate 

swap transaction if the Principal Paying Agent were acting as Calculation Agent for 

that swap transaction under the terms of an agreement incorporating the 2006 ISDA 

Definitions, as published by the International Swaps and Derivatives Association, 

Inc. and as amended and updated as at the Issue Date of the first Tranche of the 

Notes (the ISDA Definitions) and under which: 

(1) the Floating Rate Option is as specified in the applicable Final Terms; 

(2) the Designated Maturity is a period specified in the applicable Final Terms; 

and 

(3) the relevant Reset Date is as specified in the applicable Final Terms. 

For the purposes of this sub-paragraph (A), Floating Rate, Calculation Agent, 

Floating Rate Option, Designated Maturity and Reset Date have the meanings 

given to those terms in the ISDA Definitions. 

Unless otherwise stated in the applicable Final Terms, the Minimum Rate of Interest 

shall be deemed to be zero. 

(B) Screen Rate Determination for Floating Rate Notes 
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Where Screen Rate Determination is specified in the applicable Final Terms as the 

manner in which the Rate of Interest is to be determined, the Rate of Interest for 

each Interest Period will, subject as provided below, be either: 

(1) the offered quotation; or 

(2) the arithmetic mean (rounded if necessary to the fifth decimal place, with 

0.000005 being rounded upwards) of the offered quotations, 

(expressed as a percentage rate per annum) for the Reference Rate which appears or 

appear, as the case may be, on the Relevant Screen Page (or such replacement page 

on that service which displays the information) as at 11.00 a.m. (local time in the 

relevant financial centre specified in the applicable Final Terms) on the Interest 

Determination Date in question plus or minus (as indicated in the applicable Final 

Terms) the Margin (if any), all as determined by the Principal Paying Agent.  If five 

or more of such offered quotations are available on the Relevant Screen Page, the 

highest (or, if there is more than one such highest quotation, one only of such 

quotations) and the lowest (or, if there is more than one such lowest quotation, one 

only of such quotations) shall be disregarded by the Principal Paying Agent for the 

purpose of determining the arithmetic mean (rounded as provided above) of such 

offered quotations. 

The Agency Agreement contains provisions for determining the Rate of Interest in 

the event that the Relevant Screen Page is not available or if, in the case of (1) 

above, no such offered quotation appears or, in the case of (2) above, fewer than 

three such offered quotations appear, in each case as at the time specified in the 

preceding paragraph. 

(iii) Minimum Rate of Interest and/or Maximum Rate of Interest 

If the applicable Final Terms specifies a Minimum Rate of Interest for any Interest Period, 

then, in the event that the Rate of Interest in respect of such Interest Period determined in 

accordance with the provisions of paragraph (ii) above is less than such Minimum Rate of 

Interest, the Rate of Interest for such Interest Period shall be such Minimum Rate of Interest. 

If the applicable Final Terms specifies a Maximum Rate of Interest for any Interest Period, 

then, in the event that the Rate of Interest in respect of such Interest Period determined in 

accordance with the provisions of paragraph (ii) above is greater than such Maximum Rate 

of Interest, the Rate of Interest for such Interest Period shall be such Maximum Rate of 

Interest. 

(iv) Determination of Rate of Interest and calculation of Interest Amounts 

The Principal Paying Agent will, at or as soon as practicable after each time at which the 

Rate of Interest is to be determined, determine the Rate of Interest for the relevant Interest 

Period. 

The Principal Paying Agent will calculate the amount of interest (the Interest Amount) 

payable on the Floating Rate in Notes respect of each Specified Denomination for the 

relevant Interest Period.  Each Interest Amount shall be calculated by applying the Rate of 

Interest to each Specified Denomination, multiplying such sum by the applicable Day Count 

Fraction, and rounding the resultant figure to the nearest sub-unit of the relevant Specified 

Currency, half of any such sub-unit being rounded upwards or otherwise in accordance with 

applicable market convention. 
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Day Count Fraction means, in respect of the calculation of an amount of interest for any 

Interest Period: 

(A) if "Actual/Actual (ISDA)" or "Actual/Actual" is specified in the applicable Final 

Terms, the actual number of days in the Interest Period divided by 365 (or, if any 

portion of that Interest Period falls in a leap year, the sum of (I) the actual number of 

days in that portion of the Interest Period falling in a leap year divided by 366, and 

(II) the actual number of days in that portion of the Interest Period falling in a non-

leap year divided by 365); 

(B) if "Actual/365 (Fixed)" is specified in the applicable Final Terms, the actual number 

of days in the Interest Period divided by 365; 

(C) if "Actual/365 (Sterling)" is specified in the applicable Final Terms, the actual 

number of days in the Interest Period divided by 365 or, in the case of an Interest 

Payment Date falling in a leap year, 366; 

(D) if "Actual/360" is specified in the applicable Final Terms, the actual number of days 

in the Interest Period divided by 360; 

(E) if "30/360", "360/360" or "Bond Basis" is specified in the applicable Final Terms, 

the number of days in the Interest Period divided by 360, calculated on a formula 

basis as follows: 

Day Count Fraction = 
360

)D - (D  )]M - (M x [30  )]Y - (Y x [360
121212


 

where: 

"Y1" is the year, expressed as a number, in which the first day of the Interest Period 

falls; 

"Y2" is the year, expressed as a number, in which the day immediately following the 

last day of the Interest Period falls; 

"M1" is the calendar month, expressed as a number, in which the first day of the 

Interest Period falls; 

"M2" is the calendar month, expressed as a number, in which the day immediately 

following the last day of the Interest Period falls; 

"D1" is the first calendar day, expressed as a number, of the Interest Period, unless 

such number is 31, in which case D1 will be 30; and 

"D2" is the calendar day, expressed as a number, immediately following the last day 

included in the Interest Period, unless such number would be 31 and D1 is greater 

than 29, in which case D2 will be 30; 

(F) if "30E/360" or "Eurobond Basis" is specified in the applicable Final Terms, the 

number of days in the Interest Period divided by 360, calculated on a formula basis 

as follows: 

Day Count Fraction = 
360

)D - (D  )]M - (M x [30  )]Y - (Y x [360
121212


 

where: 
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"Y1" is the year, expressed as a number, in which the first day of the Interest Period 

falls; 

"Y2" is the year, expressed as a number, in which the day immediately following the 

last day of the Interest Period falls; 

"M1" is the calendar month, expressed as a number, in which the first day of the 

Interest Period falls; 

"M2" is the calendar month, expressed as a number, in which the day immediately 

following the last day of the Interest Period falls; 

"D1" is the first calendar day, expressed as a number, of the Interest Period, unless 

such number would be 31, in which case D1 will be 30; and 

"D2" is the calendar day, expressed as a number, immediately following the last day 

included in the Interest Period, unless such number would be 31, in which case D2 

will be 30; or 

(G) if "30E/360 (ISDA)" is specified in the applicable Final Terms, the number of days 

in the Interest Period divided by 360, calculated on a formula basis as follows: 

Day Count Fraction = 
360

)D - (D  )]M - (M x [30  )]Y - (Y x [360
121212


 

where: 

"Y1" is the year, expressed as a number, in which the first day of the Interest Period 

falls; 

"Y2" is the year, expressed as a number, in which the day immediately following the 

last day of the Interest Period falls; 

"M1" is the calendar month, expressed as a number, in which the first day of the 

Interest Period falls; 

"M2" is the calendar month, expressed as a number, in which the day immediately 

following the last day of the Interest Period falls; 

"D1" is the first calendar day, expressed as a number, of the Interest Period, unless 

(i) that day is the last day of February, or (ii) such number would be 31, in which 

case D1 will be 30; and 

"D2" is the calendar day, expressed as a number, immediately following the last day 

included in the Interest Period, unless (i) that day is the last day of February but not 

the Maturity Date, or (ii) such number would be 31, in which case D2 will be 30. 

(v) Linear Interpolation 

Where Linear Interpolation is specified as applicable in respect of an Interest Period in the 

applicable Final Terms, the Rate of Interest for such Interest Period shall be calculated by 

the Agent by straight line linear interpolation by reference to two rates based on the relevant 

Reference Rate (where Screen Rate Determination is specified as applicable in the 

applicable Final Terms) or the relevant Floating Rate Option (where ISDA Determination is 

specified as applicable in the applicable Final Terms), one of which shall be determined as if 

the Designated Maturity were the period of time for which rates are available next shorter 
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than the length of the relevant Interest Period and the other of which shall be determined as 

if the Designated Maturity were the period of time for which rates are available next longer 

than the length of the relevant Interest Period provided however that if there is no rate 

available for a period of time next shorter or, as the case may be, next longer, then the Agent 

shall determine such rate at such time and by reference to such sources as it determines 

appropriate.  

Designated Maturity means, in relation to Screen Rate Determination, the period of time 

designated in the Reference Rate. 

(vi) Certificates to be final 

All certificates, communications, opinions, determinations, calculations, quotations and 

decisions given, expressed, made or obtained for the purposes of the provisions of this 

Condition 3, whether by the Principal Paying Agent or, if applicable, the Calculation Agent, 

shall (in the absence of wilful default, bad faith or manifest error) be binding on the Issuer, 

the Principal Paying Agent, the Calculation Agent (if applicable), the other Paying Agents 

and all Ordinary Noteholders and Couponholders and (in the absence as aforesaid) no 

liability to the Issuer, the Ordinary Noteholders or the Couponholders shall attach to the 

Principal Paying Agent or the Calculation Agent (if applicable) in connection with the 

exercise or non-exercise by it of its powers, duties and discretions pursuant to such 

provisions. 

(c) Accrual of interest 

Each Ordinary Note (or in the case of the redemption of part only of an Ordinary Note, that part only 

of such Ordinary Note) will cease to bear interest (if any) from the date for its redemption unless, 

upon due presentation thereof, payment of principal is improperly withheld or refused.  In such 

event, interest will continue to accrue until whichever is the earlier of: 

(i) the date on which all amounts due in respect of such Ordinary Note have been paid; and 

(ii) five days after the date on which the full amount of the monies payable in respect of such 

Ordinary Note has been received by the Principal Paying Agent and notice to that effect has 

been given to the Ordinary Noteholders in accordance with Condition 12 below. 

4. PAYMENTS 

(a) Method of payment 

Subject as provided below: 

(i) payments in a Specified Currency other than euro will be made by credit or transfer to an 

account in the relevant Specified Currency maintained by the payee with, or, at the option of 

the payee, by a cheque in such Specified Currency drawn on, a bank in the principal 

financial centre of the country of such Specified Currency; and 

(ii) payments in euro will be made by credit or transfer to a euro account (or any other account 

to which euro may be credited or transferred) specified by the payee or, at the option of the 

payee, by a euro cheque. 

In the case of Bearer Notes, payments in U.S. dollars will be made by transfer to a U.S. dollar 

account maintained by the payee with a bank outside of the United States (which expression, as used 

in this Condition 4, means the United States of America, including the States and the District of 

Columbia, its territories, its possessions and other areas subject to its jurisdiction), or by cheque 

drawn on a United States bank.  All payments in respect of Bearer Notes will be made to accounts 
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located outside the United States, or by cheque mailed to an address outside of the United States, 

except as may be permitted by United States tax law in effect at the time of such payment without 

detriment to the Issuer. 

Payments will be subject in all cases to any fiscal or other laws and regulations applicable thereto in 

the place of payment or other laws to which the Issuer agrees to be subject and the Issuer will not be 

liable for any taxes or duties of whatever nature imposed or levied by such laws, regulations, 

directives or agreements, but without prejudice to the provisions of Condition 6 below.  Reference to 

specified currency will include any successor currency under applicable law. 

(b) Presentation of Bearer Definitive Notes and Coupons 

Payments of principal and interest (if any) in respect of Bearer Definitive Notes will (subject as 

provided below) be made in the manner provided in paragraph (a) above only against presentation 

and surrender (or, in the case of part payment of any sum due, endorsement) of Bearer Definitive 

Notes, and payments of interest in respect of Bearer Definitive Notes will (subject as provided 

below) be made as aforesaid only against presentation and surrender (or, in the case of part payment 

of any sum due, endorsement) of Coupons, in each case at the specified office of any Paying Agent 

outside the United States (which expression, as used herein, means the United States of America, 

(including the States and the District of Columbia, its territories, its possessions and other areas 

subject to its jurisdiction)). 

Fixed Rate Notes in definitive bearer form (other than Long Maturity Notes (as defined below)) 

should be presented for payment together with all unmatured Coupons appertaining thereto (which 

expression shall for this purpose include Coupons falling to be issued on exchange of matured 

Talons), failing which the amount of any missing unmatured Coupon (or, in the case of payment not 

being made in full, the same proportion of the amount of such missing unmatured Coupon as the 

sum so paid bears to the sum due) will be deducted from the sum due for payment.  Each amount of 

principal so deducted will be paid in the manner mentioned above against surrender of the relative 

missing Coupon at any time before the expiry of ten years after the Relevant Date (as defined in 

Condition 17 below) in respect of such principal (whether or not such Coupon would otherwise have 

become void under Condition 7 below) or, if later, five years from the date on which such Coupon 

would otherwise have become due, but in no event thereafter. 

Upon any Fixed Rate Note in definitive bearer form becoming due and repayable prior to its 

Maturity Date, all unmatured Talons (if any) appertaining thereto will become void and no further 

Coupons will be issued in respect thereof. 

Upon the date on which any Floating Rate Note or Long Maturity Note in definitive bearer form 

becomes due and repayable, unmatured Coupons and Talons (if any) relating thereto (whether or not 

attached) shall become void and no payment or, as the case may be, exchange for further Coupons 

shall be made in respect thereof.  A Long Maturity Note is a Fixed Rate Note (other than a Fixed 

Rate Note which on issue had a Talon attached) whose nominal amount on issue is less than the 

aggregate interest payable thereon provided that such Note shall cease to be a Long Maturity Note 

on the Interest Payment Date on which the aggregate amount of interest remaining to be paid after 

that date is less than the nominal amount of such Note. 

If the due date for redemption of any interest-bearing Definitive Notes is not an Interest Payment 

Date, interest (if any) accrued in respect of such Note from (and including) the preceding Interest 

Payment Date or, as the case may be, the Interest Commencement Date, shall be payable only 

against surrender of the relevant Bearer Definitive Note. 

(c) Payments in respect of Bearer Global Notes 

Payments of principal and interest (if any) in respect of Ordinary Notes represented by any Bearer 

Global Note will (subject as provided below) be made in the manner specified above in relation to 
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Bearer Definitive Notes and otherwise in the manner specified in the relevant Bearer Global Note 

against presentation or surrender, as the case may be, of such Global Note at the specified office of 

any Paying Agent outside the United States.  On the occasion of each payment, (i) in the case of any 

Global Note which is not issued in new global note (NGN) form, a record of such payment made on 

such Global Note, distinguishing between any payment of principal and any payment of interest, will 

be made on such Global Note by the Principal Paying Agent, and such record shall be prima facie 

evidence that the payment in question has been made, and (ii) in the case of any Global Note which 

is a NGN, the Principal Paying Agent shall instruct Euroclear and Clearstream, Luxembourg to make 

appropriate entries in their records to reflect such payment. 

(d) Payments in respect of Registered Notes 

Payments of principal in respect of each Registered Note (whether or not in global form) will be 

made against presentation and surrender (or, in the case of part payment of any sum due, 

endorsement) of the Registered Note at the specified office of the Registrar or any of the Paying 

Agents.  Such payments will be made by transfer to the Designated Account (as defined below) of 

the holder (or the first named of joint holders) of the Registered Note appearing in the register of 

holders of the Registered Notes maintained by the Registrar (the Register) at the close of business 

on the third business day (being for this purpose a day on which banks are open for business in the 

city where the specified office of the Registrar is located) before the relevant due date.  

Notwithstanding the previous sentence, if (i) a holder does not have a Designated Account, or (ii) the 

principal amount of the Registered Notes held by a holder is less than U.S.$250,000 (or its 

approximate equivalent in any other Specified Currency), payment will instead be made by a cheque 

in the Specified Currency drawn on a Designated Bank (as defined below).  For these purposes, 

Designated Account means the account (which, in the case of a payment in Japanese yen to a non-

resident of Japan, shall be a non-resident account) maintained by a holder with a Designated Bank 

and identified as such in the Register and Designated Bank means (in the case of payment in a 

Specified Currency other than euro) a bank in the principal financial centre of the country of such 

Specified Currency and (in the case of a payment in euro) any bank which processes payments in 

euro. 

Payments of interest and of principal in respect of each Registered Note (whether or not in global 

form) will be made by a cheque in the Specified Currency drawn on a Designated Bank and mailed 

by uninsured mail on the business day in the city where the specified office of the Registrar is 

located immediately preceding the relevant due date to the holder (or the first named of joint 

holders) of the Registered Note appearing in the Register at the close of the business day (in the 

ICSDs) prior to the Payment Date (the Record Date) at his address shown in the Register on the 

Record Date and at his risk.  Upon application of the holder to the specified office of the Registrar 

not less than three business days in the city where the specified office of the Registrar is located 

before the due date for any payment of interest in respect of a Registered Note, the payment may be 

made by transfer on the due date in the manner provided in the preceding paragraph.  Any such 

application for transfer shall be deemed to relate to all future payments of interest (other than interest 

due on redemption) and of principal in respect of the Registered Notes which become payable to the 

holder who has made the initial application until such time as the Registrar is notified in writing to 

the contrary by such holder.  Payment of the interest and principal due in respect of each Registered 

Note on redemption will be made in the same manner as payment of the principal amount of such 

Registered Note. 

Holders of Registered Notes will not be entitled to any interest or other payment for any delay in 

receiving any amount due in respect of any Registered Note as a result of a cheque posted in 

accordance with this Condition 4 arriving after the due date for payment or being lost in the post.  

No commissions or expenses shall be charged to such holders by the Registrar in respect of any 

payments of principal or interest in respect of the Registered Notes. 

All amounts payable to DTC or its nominee as registered holder of a Registered Global Note in 

respect of Notes denominated in a Specified Currency other than U.S. dollars shall be paid by 
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transfer by the Registrar to an account in the relevant Specified Currency of the Exchange Agent on 

behalf of DTC or its nominee for conversion into and payment in U.S. dollars in accordance with the 

provisions of the Agency Agreement. 

None of the Issuer or the Agents will have any responsibility or liability for any aspect of the records 

relating to, or payments made on account of, beneficial ownership interests in the Registered Global 

Notes or for maintaining, supervising or reviewing any records relating to such beneficial ownership 

interests. 

(e) General provisions applicable to payments 

The holder of a Global Note shall be the only person entitled to receive payments in respect of 

Ordinary Notes represented by such Global Note and the Issuer will be discharged by payment to, or 

to the order of, the holder of such Global Note in respect of each amount so paid.  Each of the 

persons shown in the records of Euroclear or Clearstream, Luxembourg or DTC as the beneficial 

holder of a particular nominal amount of Notes represented by such Global Note must look solely to 

Euroclear or Clearstream, Luxembourg, or DTC, as the case may be, for his share of each payment 

so made by the Issuer to, or to the order of, the holder of such Global Note. 

Notwithstanding the foregoing provisions of this Condition, if any amount of principal and/or 

interest in respect of Bearer Notes is payable in U.S. dollars, such U.S. dollar payments of principal 

and/or interest in respect of such Notes will be made at the specified office of a Paying Agent in the 

United States if: 

(i) the Issuer has appointed Paying Agents with specified offices outside the United States with 

the reasonable expectation that such Paying Agents would be able to make payment in U.S. 

dollars at such specified offices outside the United States of the full amount of principal and 

interest on the Bearer Notes in the manner provided above when due; 

(ii) payment of the full amount of such principal and interest at all such specified offices outside 

the United States is illegal or effectively precluded by exchange controls or other similar 

restrictions on the full payment or receipt of principal and interest in U.S. dollars; and 

(iii) such payment is then permitted under United States law without involving adverse tax 

consequences to the Issuer. 

(f) Payment Day 

If the date for payment of any amount in respect of any Ordinary Note or Coupon is not a Payment 

Day, the holder thereof shall not be entitled to payment of the relevant payment due until the next 

following Payment Day and shall not be entitled to any interest or other payment in respect of any 

such delay.  For these purposes, Payment Day means any day which (subject to Condition 7 below) 

is: 

(i) a day on which commercial banks and foreign exchange markets settle payments and are 

open for general business (including dealing in foreign exchange and foreign currency 

deposits) in: 

(A) London; and  

(B) any Additional Financial Centre specified in the applicable Final Terms; 

(ii) either (1) in relation to any sum payable in a Specified Currency other than euro, a day on 

which commercial banks and foreign exchange markets settle payments and are open for 

general business (including dealing in foreign exchange and foreign currency deposits) in 

the principal financial centre of the country of the relevant Specified Currency (if other than 
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the place of presentation, London and any Additional Financial Centre), or (2) in relation to 

any sum payable in euro, a day on which the TARGET2 System is open; 

(iii) a day on which such payment is then permitted under United States law without involving 

adverse tax consequences to the Issuer; and 

(iv) in the case of any payment in respect of a Registered Global Note denominated in a 

Specified Currency other than U.S. dollars and registered in the name of DTC or its nominee 

and in respect of which an accountholder of DTC (with an interest in such Registered Global 

Note) has elected to receive any part of such payment in U.S. dollars, a day on which 

commercial banks are not authorised or required by law or regulation to be closed in New 

York City.  

(g) Interpretation of principal and interest 

Any reference in these Ordinary Note Conditions to principal in respect of the Ordinary Notes shall 

be deemed to include, as applicable: 

(i) the Final Redemption Amount of the Ordinary Notes; 

(ii) the Early Redemption Amount of the Ordinary Notes; 

(iii) the Optional Redemption Amount(s) (if any) of the Ordinary Notes; and 

(iv) any premium and any other amounts (other than interest) which may be payable by the 

Issuer under or in respect of the Ordinary Notes. 

(h) Partial Payment 

If on the Maturity Date of a Series of Notes where an Extended Final Maturity Date is specified in 

the applicable Final Terms the Issuer has insufficient monies to pay the Final Redemption Amount 

on that Series of Ordinary Notes and any other amounts due and payable by the Issuer in respect of 

Notes on such date, then the Issuer shall apply available monies, after having made payment of all 

other amounts due and payable by the Issuer in respect of Notes on such date, to redeem the relevant 

Series of Ordinary Notes in part at par together with accrued interest pro rata and pari passu with 

any other Series of Ordinary Notes by which an Extended Final Maturity Date is specified in the 

Final Terms.  If more than one Series of Ordinary Notes has the same Maturity Date and the relevant 

Series each has an Extended Final Maturity Date specified in the applicable Final Terms then 

available monies will be applied by the Issuer to partially redeem each such Series of Ordinary Notes 

on a pro rata basis. 

(i) Redenomination 

Where redenomination is specified in the applicable Final Terms as being applicable, the Issuer may, 

without the consent of the Ordinary Noteholders and the Couponholders on giving prior notice to the 

Principal Paying Agent, Euroclear and Clearstream, Luxembourg, and/or the DTC, and at least 30 

days' prior notice to the Ordinary Noteholders in accordance with Condition 12 below, elect that, 

with effect from the Redenomination Date specified in the notice, the Ordinary Notes shall be 

redenominated in euro. 

The election will have effect as follows: 

(i) the Ordinary Notes shall be deemed to be redenominated in euro in the denomination of euro 

0.01 with a nominal amount for each Note equal to the nominal amount of that Note in the 

Specified Currency, converted into euro at the Established Rate, provided that, if the Issuer 

determines, with the agreement of the Principal Paying Agent, that the then market practice 
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in respect of the redenomination in euro of internationally offered securities is different from 

the provisions specified above, such provisions shall be deemed to be amended so as to 

comply with such market practice and the Issuer shall promptly notify the Ordinary 

Noteholders, the stock exchange (if any) on which the Ordinary Notes may be listed and the 

Paying Agents of such deemed amendments; 

(ii) save to the extent that an Exchange Notice has been given in accordance with paragraph (iv) 

below, the amount of interest due in respect of the Ordinary Notes will be calculated by 

reference to the aggregate nominal amount of Ordinary Notes presented (or, as the case may 

be, in respect of which Coupons are presented) for payment by the relevant holder and the 

amount of such payment shall be rounded down to the nearest euro 0.01; 

(iii) if Definitive Notes are required to be issued after the Redenomination Date, they shall be 

issued at the expense of the Issuer (A) in the case of Relevant Notes in the denomination of 

euro 100,000 and/or such higher amounts as the Principal Paying Agent may determine and 

notify to the Ordinary Noteholders and any remaining amounts less than euro 100,000 shall 

be redeemed by the Issuer and paid to the Ordinary Noteholders in euro in accordance with 

this Condition 4, and (B) in the case of Ordinary Notes which are not Relevant Notes, in the 

denominations of euro 1,000, euro 10,000, euro 50,000 and (but only to the extent of any 

remaining amounts less than euro 1,000 or such smaller denominations as the Principal 

Paying Agent may approve) euro 0.01 and such other denominations as the Principal Paying 

Agent shall determine and notify to the Ordinary Noteholders; 

(iv) if issued prior to the Redenomination Date, all unmatured Coupons denominated in the 

Specified Currency (whether or not attached to the Ordinary Notes) will become void with 

effect from the date on which the Issuer gives notice (the Exchange Notice) that 

replacement euro-denominated Ordinary Notes and Coupons are available for exchange 

(provided that such securities are so available) and no payments will be made in respect of 

them.  The payment obligations contained in any Ordinary Notes so issued will also become 

void on that date although those Ordinary Notes will continue to constitute valid exchange 

obligations of the Issuer.  New euro-denominated Ordinary Notes and Coupons will be 

issued in exchange for Ordinary Notes and Coupons denominated in the Specified Currency 

in such manner as the Principal Paying Agent may specify and as shall be notified to the 

Ordinary Noteholders in the Exchange Notice.  No Exchange Notice may be given less than 

15 days prior to any date for payment of principal or interest on the Ordinary Notes; 

(v) after the Redenomination Date, all payments in respect of the Ordinary Notes and the 

Coupons, other than payments of interest in respect of periods commencing before the 

Redenomination Date, will be made solely in euro as though references in the Notes to the 

Specified Currency were to euro.  Payments will be made in euro by credit or transfer to a 

euro account (or any other account to which euro may be credited or transferred) specified 

by the payee or, at the option of the payee, by a euro cheque; 

(vi) if the Notes are Fixed Rate Notes and interest for any period ending on or after the 

Redenomination Date is required to be calculated for a period ending other than on an 

Interest Payment Date, it will be calculated: 

(A) in the case of the Ordinary Notes represented by a Global Note, by applying the 

Rate of Interest to the aggregate outstanding nominal amount of the Notes; and 

(B) in the case of Definitive Notes, by applying the Rate of Interest to the Calculation 

Amount, 

and, in each case, multiplying such sum by the applicable Day Count Fraction, and rounding 

the resultant figure to the nearest sub-unit of the relevant Specified Currency, half of any 

such sub-unit being rounded upwards or otherwise in accordance with applicable market 
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convention.  Where the Specified Denomination of a Fixed Rate Note in definitive form 

comprises more than one Calculation Amount, the amount of interest payable in respect of 

such Fixed Rate Note shall be the aggregate of the amounts (determined in the manner 

provided above) for each Calculation Amount comprising the Specified Denomination 

without any further rounding; and 

(vii) if the Ordinary Notes are Floating Rate Notes, the applicable Final Terms will specify any 

relevant changes to the provisions relating to interest. 

5. REDEMPTION AND PURCHASE 

(a) Redemption at maturity 

Unless previously redeemed or purchased and cancelled as specified below, each Ordinary Note will 

be redeemed by the Issuer at its Final Redemption Amount (which shall be at least equal to the 

Nominal Amount of each Note) specified in the applicable Final Terms in the relevant Specified 

Currency on the Maturity Date.  

If an Extended Final Maturity Date is specified as applicable in the Final Terms for a Series of 

Ordinary Notes and the Issuer has failed to pay the Final Redemption Amount on the Maturity Date 

specified in the Final Terms, then (subject as provided below) payment of the unpaid amount by the 

Issuer shall be deferred until the Extended Final Maturity Date, provided that any amount 

representing all or part of the Final Redemption Amount due and remaining unpaid on the Maturity 

Date may be paid by the Issuer on any Interest Payment Date occurring thereafter up to (and 

including) the relevant Extended Final Maturity Date. 

The Issuer shall confirm to the rating agencies, any relevant Swap Provider and the Principal Paying 

Agent as soon as reasonably practicable, and in any event at least four business days in London prior 

to the Maturity Date, of any inability of the Issuer to pay in full the Final Redemption Amount in 

respect of a Series of Ordinary Notes on that Maturity Date.  Any failure by the Issuer to notify such 

parties shall not affect the validity or effectiveness of the extension nor give rise to any rights in any 

such party under the Notes. 

Where the applicable Final Terms for a relevant Series of Ordinary Notes provide that such Ordinary 

Notes are subject to an Extended Final Maturity Date, such failure to pay by the Issuer on the 

Maturity Date shall not constitute a default in payment. 

(b) Redemption at the option of the Issuer (Issuer Call) 

If Issuer Call is specified in the applicable Final Terms, the Issuer may, having given: 

(i) not less than 15 nor more than 30 days' notice to the Ordinary Noteholders in accordance 

with Condition 12 below; and 

(ii) not less than 15 days before the giving of the notice referred to in (i) above, notice to the 

Principal Paying Agent, and to the Note Registrar, 

(which notices shall be irrevocable and shall specify the date fixed for redemption), redeem all or 

some only of the Ordinary Notes then outstanding on any Optional Redemption Date and at the 

Optional Redemption Amount(s) specified in the applicable Final Terms together, if appropriate, 

with interest accrued to (but excluding) the relevant Optional Redemption Date.  Any such 

redemption must be of a nominal amount not less than the Minimum Redemption Amount or not 

more than the Maximum Redemption Amount, in each case as may be specified in the applicable 

Final Terms.  In the case of a partial redemption of Ordinary Notes, the Ordinary Notes to be 

redeemed (Redeemed Notes) will be selected individually by lot, in the case of Redeemed Notes 

represented by definitive Ordinary Notes, and in accordance with the rules of Euroclear and/or 
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Clearstream, Luxembourg, (to be reflected in the records of Euroclear and Clearstream, Luxembourg 

as either a pool factor or a reduction in nominal amount, at their discretion) and in the case of 

Redeemed Notes represented by a Global Note, not more than 30 days prior to the date fixed for 

redemption (such date of selection being hereinafter called the Selection Date).  In the case of 

Redeemed Notes represented by definitive Ordinary Notes, a list of the serial numbers of such 

Redeemed Notes will be published in accordance with Condition 12 not less than 15 days prior to 

the date fixed for redemption.  No exchange of the relevant Global Note will be permitted during the 

period from (and including) the Selection Date to (and including) the date fixed for redemption 

pursuant to this Condition 5(b), and notice to that effect shall be given by the Issuer to the Ordinary 

Noteholders in accordance with Condition 12 below at least five days prior to the Selection Date. 

(c) Redemption for Tax Reasons 

The Ordinary Notes may be redeemed at the option of the Issuer in whole, but not in part, at any 

time (if the Ordinary Note is not a Floating Rate Note) or on any Interest Payment Date (if the 

Ordinary Note is a Floating Rate Note), on giving not less than the minimum period and not more 

than the maximum period of notice specified in the applicable Final Terms to the Principal Paying 

Agent and, in accordance with Condition 9, the Ordinary Noteholders (which notice shall be 

irrevocable), if: 

(i) on the occasion of the next payment due under the Ordinary Notes, the Issuer has or will 

become obliged to pay additional amounts as provided or referred to in Condition 6 as a 

result of any change in, or amendment to, the laws or regulations of Norway or any authority 

therein having power to tax or any political subdivision thereof, or any change in the 

application or official interpretation of such laws or regulations, which change or 

amendment becomes effective on or after the date on which agreement is reached to issue 

the first Tranche of the Ordinary Notes; and 

(ii) such obligation cannot be avoided by the Issuer taking reasonable measures available to it,  

provided that no such notice of redemption shall be given earlier than 90 days prior to the earliest 

date on which the Issuer would be obliged to pay such additional amounts were a payment in respect 

of the Ordinary Notes then due. 

Prior to the publication of any notice of redemption pursuant to this Condition, the Issuer shall 

deliver to the Principal Paying Agent to make available at its specified office to the Ordinary 

Noteholders (i) a certificate signed by two Directors of the Issuer stating that the Issuer is entitled to 

effect such redemption and setting forth a statement of facts showing that the conditions precedent to 

the right of the Issuer so to redeem have occurred, and (ii) an opinion of independent legal advisers 

of recognised standing to the effect that the Issuer has or will become obliged to pay such additional 

amounts as a result of such change or amendment. 

Notes redeemed pursuant to this Condition 5(c) will be redeemed at their Early Redemption Amount 

referred to in paragraph (e) below together (if appropriate) with interest accrued to (but excluding) 

the date of redemption. 

(d) Redemption at the option of the Ordinary Noteholders (Investor Put) 

If Investor Put is specified in the applicable Final Terms, upon any Ordinary Noteholder giving to 

the Issuer in accordance with Condition 12 below not less than 15 nor more than 30 days' notice, the 

Issuer will, upon the expiry of such notice, redeem, subject to, and in accordance with, the terms 

specified in the applicable Final Terms, such Note on the Optional Redemption Date and at the Early 

Redemption Amount together, if appropriate, with interest accrued to (but excluding) the Optional 

Redemption Date. 
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To exercise the right to require redemption of this Ordinary Note, the holder of this Ordinary Note 

must deliver (at the specified office of any Paying Agent in the case of Bearer Notes, or any Transfer 

Agent or the Registrar in the case of Registered Notes) such Note(s) at any time during the normal 

business hours of such Paying Agent or the Transfer Agent or the Registrar falling within the notice 

period, accompanied by a duly completed and signed notice of exercise in the form (for the time 

being current) obtainable from any specified office of any Paying Agent or the Transfer Agent or the 

Registrar (a Put Notice) and in which the holder must specify a bank account (or, if payment is 

required to be made by cheque, an address) to which payment is to be made under this Condition.  If 

this Ordinary Note is in definitive form, this Ordinary Note or evidence satisfactory to the Paying 

Agent, Transfer Agent or the Registrar concerned that this Ordinary Note will, following delivery of 

the Put Notice, be held to its order or under its control. 

Any Put Notice given by a holder of any Ordinary Note pursuant to this paragraph shall be 

irrevocable. 

(e) Early Redemption Amounts 

For the purpose of paragraphs(a) and (c) above, each Ordinary Note will be redeemed at the Early 

Redemption Amount calculated as follows: 

(i) in the case of an Ordinary Note with a Final Redemption Amount equal to the Issue Price of 

the first Tranche of the Series, at the Final Redemption Amount thereof; or 

(ii) in the case of an Ordinary Note with a Final Redemption Amount which is or may be less or 

greater than the Issue Price of the first Tranche of the Series, at the amount specified in the 

applicable Final Terms or, if no such amount or manner is so specified in the applicable 

Final Terms, at its nominal amount. 

(f) Purchases 

The Issuer or any Subsidiary of the Issuer may at any time purchase Ordinary Notes (provided that, 

in the case of Bearer Definitive Notes, all unmatured Coupons and Talons appertaining thereto are 

purchased therewith) at any price in the open market or otherwise.  Such Ordinary Notes may be 

held, reissued, resold or, at the option of the Issuer, surrendered to any Paying Agent and/or the 

Registrar for cancellation. 

(g) Cancellation 

All Ordinary Notes which are redeemed will forthwith be cancelled (together with, in the case of 

Bearer Definitive Notes, all unmatured Coupons and Talons attached thereto or surrendered 

therewith at the time of redemption).  All Ordinary Notes so cancelled and any Ordinary Notes 

purchased and cancelled pursuant to paragraph (f) above (together with, in the case of Bearer 

Definitive Notes, all unmatured Coupons and Talons cancelled therewith) shall be forwarded to the 

Principal Paying Agent and cannot be reissued or resold. 

6. TAXATION 

All payments of principal and interest in respect of the Ordinary Notes and Coupons by or on behalf 

of the Issuer will be made without withholding or deduction for or on account of any present or 

future taxes, duties, assessments or governmental charges of whatever nature imposed or levied by 

or on behalf of any Tax Jurisdiction unless such withholding or deduction is required by law. In such 

event, the Issuer will pay such additional amounts as shall be necessary in order that the net amounts 

received by the holders of the Ordinary Notes after such withholding or deduction shall equal the 

respective amounts of principal and interest which would otherwise have been receivable in respect 

of the Ordinary Notes, as the case may be, in the absence of such withholding or deduction; except 

that no such additional amounts shall be payable with respect to any Ordinary Note:  
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(i) presented for payment in Norway; or  

(ii) the holder of which is liable for such taxes, duties, assessments or governmental charges in 

respect of such Ordinary Note by reason of his having some connection with a Tax 

Jurisdiction other than the mere holding of such Ordinary Note; or  

(iii) presented for payment more than 30 days after the Relevant Date (as defined below) except 

to the extent that the holder thereof would have been entitled to an additional amount on 

presenting the same for payment on such thirtieth day assuming that day to have been a 

Payment Day (as defined in Condition 4(c)). 

As used herein,  

Tax Jurisdiction means the Kingdom of Norway or any political subdivision or any authority 

thereof or therein having power to tax; and  

Relevant Date means the date on which such payment first becomes due, except that, if the full 

amount of the moneys payable has not been duly received by the Ordinary Noteholders on or prior to 

such due date, it means the date on which, the full amount of such moneys having been so received, 

notice to that effect is duly given to the Ordinary Noteholders in accordance with Condition 9. 

Notwithstanding any other provision of the Ordinary Note Conditions, any amounts to be paid on the 

Ordinary Notes by or on behalf of the Issuer will be paid net of any deduction or withholding 

imposed or required pursuant to Sections 1471 through 1474 of the U.S. Internal Revenue Code (the 

Code), as amended, any current or future regulations or official interpretations thereof, any 

agreement entered into pursuant to Section 1471(b) of the Code, or any fiscal or regulatory 

legislation, rules or practices adopted pursuant to any intergovernmental agreement entered into in 

connection with the implementation of such Sections of the Code (or any law implementing such an 

intergovernmental agreement) (a FATCA Withholding Tax).  Neither the Issuer nor any other 

person will be required to pay any additional amounts on account of any FATCA Withholding Tax. 

7. PRESCRIPTION 

The Ordinary Notes (whether in bearer or registered form) and Coupons will become void unless 

presented for payment within a period of ten years (in the case of principal) and five years (in the 

case of interest) after the Relevant Date (as defined in Condition 17 below) therefor. 

There shall not be included in any Coupon sheet issued on exchange of a Talon any Coupon the 

claim for payment in respect of which would be void pursuant to this Condition 7 or Condition 4(b) 

above or any Talon which would be void pursuant to Condition 4(b) above. 

8. REPLACEMENT OF NOTES, COUPONS AND TALONS 

Should any Ordinary Note, Coupon or Talon be lost, stolen, mutilated, defaced or destroyed, it may 

be replaced at the specified office of the Principal Paying Agent in London (in the case of Bearer 

Notes, Coupons or Talons) or the Registrar (in the case of Registered Notes) upon payment by the 

claimant of such costs and expenses as may be incurred in connection therewith and on such terms 

as to evidence and indemnity as the Issuer may reasonably require.  Mutilated or defaced Ordinary 

Notes, Coupons or Talons must be surrendered before replacements will be issued. 

9. TRANSFER AND EXCHANGE OF REGISTERED NOTES 

(a) Transfers of interests in Registered Global Notes 

Transfers of beneficial interests in Registered Global Notes will be effected by DTC, Euroclear or 

Clearstream, Luxembourg, as the case may be, and, in turn, by other participants and, if appropriate, 
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indirect participants in such clearing systems acting on behalf of beneficial transferors and 

transferees of such interests.  A beneficial interest in a Registered Global Note will, subject to 

compliance with all applicable legal and regulatory restrictions, be transferable for Registered 

Definitive Notes or for a beneficial interest in another Registered Global Note only in the Specified 

Denominations set out in the applicable Final Terms and only in accordance with the rules and 

operating procedures for the time being of DTC, Euroclear or Clearstream, Luxembourg, as the case 

may be, and in accordance with the terms and conditions specified in the Agency Agreement.  

Transfers of a Registered Global Note registered in the name of a nominee for DTC shall be limited 

to transfers of such Registered Global Note, in whole but not in part, to another nominee of DTC or 

to a successor of DTC or such successor's nominee. 

(b) Transfers of Registered Notes in definitive form 

Subject as provided in paragraphs 9(e), (f) and (g) below, upon the terms and subject to the 

conditions set out in the Agency Agreement, a Registered Definitive Note may be transferred in 

whole or in part (in the Specified Denominations set out in the applicable Final Terms).  In order to 

effect any such transfer (i) the holder or holders must (A) surrender the Registered Note for 

registration of the transfer of the Registered Note (or the relevant part of the Registered Note) at the 

specified office of the Registrar or any Transfer Agent, with the form of transfer thereon duly 

executed by the holder or holders thereof or his or their attorney or attorneys duly authorised in 

writing, and (B) complete and deposit such other certifications as may be required by the Registrar 

or, as the case may be, the relevant Transfer Agent, and (ii) the Registrar or, as the case may be, the 

relevant Transfer Agent must, after due and careful enquiry, be satisfied with the documents of title 

and the identity of the person making the request. 

Any such transfer will be subject to such reasonable regulations as the Issuer and the Registrar may 

from time to time prescribe (the initial such regulations being set out in Schedule 10 to the Agency 

Agreement). 

Subject as provided above, the Registrar or, as the case may be, the relevant Transfer Agent will, 

within three business days (being for this purpose a day on which banks are open for business in the 

city where the specified office of the Registrar or, as the case may be, the relevant Transfer Agent is 

located) of the request (or such longer period as may be required to comply with any applicable 

fiscal or other laws or regulations) authenticate and deliver or procure the authentication and 

delivery of, at its specified office to the transferee, or (at the risk of the transferee) send by uninsured 

mail to such address as the transferee may request, a new Registered Definitive Note of a like 

aggregate nominal amount to the Registered Note (or the relevant part of the Registered Note) 

transferred.  In the case of the transfer of part only of a Registered Definitive Note, a new Registered 

Definitive Note in respect of the balance of the Registered Note not transferred will be so 

authenticated and delivered or (at the risk of the transferor) sent by uninsured mail to the address 

specified by the transferor. 

(c) Registration of transfer upon partial redemption 

In the event of a partial redemption of Ordinary Notes under Condition 5 above, the Issuer shall not 

be required to register the transfer of any Registered Note, or part of a Registered Note, called for 

partial redemption. 

(d) Costs of registration 

Noteholders of Registered Notes will not be required to bear the costs and expenses of effecting any 

registration of transfer as provided above, except for any costs or expenses of delivery other than by 

regular uninsured mail and except that the Issuer may require the payment of a sum sufficient to 

cover any stamp duty, tax or other governmental charge that may be imposed in relation to the 

registration. 
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(e) Transfers of interests in Regulation S Global Notes 

Prior to expiry of the applicable Distribution Compliance Period, transfers by the holder of, or of a 

beneficial interest in, a Regulation S Global Note to a transferee in the United States or who is a U.S. 

person will only be made: 

(i) upon receipt by the Registrar of a written certification substantially in the form set out in the 

Agency Agreement, amended as appropriate (a Transfer Certificate), copies of which are 

available from the specified office of the Registrar or any Transfer Agent, from the 

transferor of such Ordinary Note or beneficial interest therein to the effect that such transfer 

is being made to a person whom the transferor reasonably believes is a QIB in a transaction 

meeting the requirements of Rule 144A; or 

(ii) otherwise pursuant to the Securities Act or an exemption therefrom, subject to receipt by the 

Issuer of such satisfactory evidence as the Issuer may reasonably require, which may include 

an opinion of U.S. counsel, that such transfer is in compliance with any applicable securities 

laws of any State of the United States, 

and, in each case, in accordance with any applicable securities laws of any State of the United States 

or any other jurisdiction. 

Such transferee may take delivery through a Rule 144A Note in global or definitive form.  Prior to 

the end of the applicable Distribution Compliance Period, beneficial interests in Regulation S Global 

Notes registered in the name of a nominee for DTC may only be held through the accounts of 

Euroclear and Clearstream, Luxembourg.  After expiry of the applicable Distribution Compliance 

Period (i) beneficial interests in Regulation S Global Notes registered in the name of a nominee for 

DTC may be held through DTC directly, by any participant in DTC, or indirectly through any 

participant in DTC, and (ii) such certification requirements will no longer apply to such transfers. 

(f) Transfers of interests in Rule 144A Notes 

Transfers of Rule 144A Notes or beneficial interests therein may be made: 

(i) to a transferee who takes delivery of such interest through a Regulation S Global Note, upon 

receipt by the Registrar of a duly completed Transfer Certificate from the transferor to the 

effect that such transfer is being made in accordance with Regulation S and that, in the case 

of a Regulation S Global Note registered in the name of a nominee for DTC, if such transfer 

is being made prior to the expiry of the applicable Distribution Compliance Period, the 

interests in the Notes being transferred will be held immediately thereafter through the 

accounts of Euroclear and/or Clearstream, Luxembourg; or 

(ii) to a transferee who takes delivery of such interest through a Rule 144A Note where the 

transferee is a person whom the transferor reasonably believes is a QIB in a transaction 

meeting the requirements of Rule 144A, without certification; or 

(iii) otherwise pursuant to the Securities Act or an exemption therefrom, subject to receipt by the 

Issuer of such satisfactory evidence as the Issuer may reasonably require, which may include 

an opinion of U.S. counsel, that such transfer is in compliance with any applicable securities 

laws of any State of the United States, 

and, in each case, in accordance with any applicable securities laws of any State of the United States 

or any other jurisdiction. 

Upon the transfer, exchange or replacement of Rule 144A Notes, or upon a specific request for 

removal of the legend, the Registrar shall deliver only Rule 144A Notes or refuse to remove the 

Legend, as the case may be, unless there is delivered to the Issuer such satisfactory evidence as may 
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reasonably be required by the Issuer, which may include an opinion of U.S. counsel, that neither the 

Legend nor the restrictions on transfer set out therein are required to ensure compliance with the 

provisions of the Securities Act. 

(g) Exchanges and transfers of Registered Notes generally 

Holders of Registered Notes in definitive form may exchange such Notes for interests in a 

Registered Global Note of the same type at any time. 

10. PAYING AGENTS, EXCHANGE AGENT, TRANSFER AGENT, CALCULATION AGENT 

AND REGISTRAR 

The names of the initial Principal Paying Agent, the initial Registrar and the other initial Paying 

Agents, the initial Exchange Agent, and initial Transfer Agents and their initial specified offices are 

set out below. 

The Issuer is entitled to vary or terminate the appointment of any Paying Agent or the Registrar or 

the Exchange Agent or any Transfer Agent or any Calculation Agent and/or appoint additional or 

other Paying Agents or additional or other Registrars, Exchange Agents, Transfer Agents, or 

Calculation Agents and/or approve any change in the specified office through which any Paying 

Agent, Registrar, Exchange Agent, Transfer Agent, or Calculation Agent acts, provided that: 

(a) so long as the Ordinary Notes are listed on any stock exchange or admitted to listing by any 

other relevant authority there will at all times be a Paying Agent (which may be the Principal 

Paying Agent) in the case of Bearer Notes, and a Transfer Agent (which may be the 

Registrar) in the case of Registered Notes, with a specified office in such place as may be 

required by the rules and regulations of such stock exchange or other relevant authority; 

(b) there will at all times be a Paying Agent (which may be the Principal Paying Agent) with a 

specified office in a city in continental Europe outside Norway; 

(c) there will at all times be a Transfer Agent having a specified office in a place approved by 

the Issuer; 

(d) there will at all times be a Registrar with a specified office outside the United Kingdom and, 

so long as the Ordinary Notes are listed on any stock exchange, in such place as may be 

required by the rules and regulations of the relevant stock exchange; and 

(e) so long as any of the Registered Notes payable in a Specified Currency other than 

U.S. dollars are held through DTC or its nominee, there will at all times be an Exchange 

Agent with a specified office in New York City. 

In addition, the Issuer shall forthwith appoint a Paying Agent having a specified office in New York 

City in the circumstances described in Condition 4(e) above.  Any variation, termination, 

appointment or change shall only take effect (other than in the case of insolvency, when it shall be of 

immediate effect) after not less than 30 nor more than 45 days' prior notice thereof having been 

given to the Ordinary Noteholders in accordance with Condition 12 below. 

In acting under the Agency Agreement, the Paying Agents act solely as agents of the Issuer and do 

not assume any obligation to, or relationship of agency or trust with, any Ordinary Noteholders or 

Couponholders.  The Agency Agreement contains provisions permitting any entity into which any 

Paying Agent is merged or converted or with which it is consolidated or to which it transfers all or 

substantially all of its assets to become the successor paying agent. 
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11. EXCHANGE OF TALONS 

On and after the Interest Payment Date on which the final Coupon comprised in any Coupon sheet 

matures, the Talon (if any) forming part of such Coupon sheet may be surrendered at the specified 

office of the Principal Paying Agent or any other Paying Agent in exchange for a further Coupon 

sheet including (if such further Coupon sheet does not include Coupons to (and including) the final 

date for the payment of interest due in respect of the Note to which it appertains) a further Talon, 

subject to the provisions of Condition 7 above. 

12. NOTICES 

All notices regarding the Bearer Notes will be deemed to be validly given if published (i) in a 

leading English language daily newspaper of general circulation in London, and (ii) if and for so 

long as the Ordinary Notes are listed on the Official List of the Luxembourg Stock Exchange, a daily 

newspaper of general circulation in Luxembourg and on the website of the Luxembourg Stock 

Exchange (www.bourse.lu).  It is expected that such publication will be made in the Financial Times 

in London and the Luxemburger Wort in Luxembourg.  The Issuer shall also ensure that notices are 

duly published in a manner which complies with the rules and regulations of any stock exchange (or 

any other relevant authority) on which any Bearer Notes are for the time being listed or by which 

they have been admitted to trading.  Any such notice will be deemed to have been given on the date 

of the first publication or, where required to be published in more than one newspaper, on the date of 

the first publication in all required newspapers. 

All notices regarding the Registered Notes will be deemed to be validly given if sent by first class 

mail or (if posted to an address overseas) by airmail to the holders (or the first named of joint 

holders) at their respective addresses recorded in the Register and will be deemed to have been given 

on the fourth day after mailing and, in addition, for so long as any Registered Notes are listed on a 

stock exchange or are admitted to trading by another relevant authority and the rules of that stock 

exchange or relevant authority so require, such notice will be published in a daily newspaper of 

general circulation in the place or places required by those rules. 

Until such time as any Definitive Notes are issued, there may, so long as any Global Notes 

representing the Ordinary Notes are held in their entirety on behalf of Euroclear and/or Clearstream, 

Luxembourg, and/or DTC, be substituted for such publication in such newspaper(s) and such notice 

by mail in connection with the Registered Notes the delivery of the relevant notice to Euroclear 

and/or Clearstream, Luxembourg and/or DTC for communication by them to the holders of the 

Notes and, in addition, for so long as any Ordinary Notes are listed on a stock exchange or are 

admitted to trading by another relevant authority and the rules of that stock exchange (or any other 

relevant authority) so require, such notice will be published in a daily newspaper of general 

circulation in the place or places required by the rules of that stock exchange (or any other relevant 

authority).  Any such notice shall be deemed to have been given to the holders of such Notes on the 

day after the day on which the said notice was given to Euroclear and/or Clearstream, Luxembourg 

and/or DTC. 

Notices to be given by any Ordinary Noteholder shall be in writing and given by lodging the same, 

together (in the case of any Ordinary Note in definitive form) with the relevant Ordinary Note or 

Ordinary Notes, with the Principal Paying Agent (in the case of Bearer Notes) or the Registrar (in 

the case of Registered Notes).  While any of the Ordinary Notes are represented by a Global Note, 

such notice may be given by any holder of an Ordinary Note to the Principal Paying Agent or the 

Registrar through Euroclear and/or Clearstream, Luxembourg, and/or DTC, as the case may be, in 

such manner as the Principal Paying Agent and Euroclear and/or Clearstream, Luxembourg and/or 

DTC, as the case may be, may approve for this purpose. 

13. MEETINGS OF ORDINARY NOTEHOLDERS, MODIFICATION AND WAIVER 

(a) Provisions with respect to Holders of Bearer Notes and/or Registered Notes  
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The Agency Agreement contains provisions for convening meetings of the Ordinary Noteholders to 

consider any matter affecting their interests, including the sanctioning by Extraordinary Resolution 

of a modification of the Ordinary Notes, the Coupons or any of the provisions of the Agency 

Agreement.  Such a meeting may be convened by the Issuer or Ordinary Noteholders holding not 

less than 5 per cent. in nominal amount of the Ordinary Notes for the time being remaining 

outstanding.  The quorum at any such meeting for passing an Extraordinary Resolution is one or 

more persons holding or representing not less than 50 per cent. in nominal amount of the Ordinary 

Notes for the time being outstanding, or at any adjourned meeting one or more persons being or 

representing Ordinary Noteholders whatever the nominal amount of the Ordinary Notes so held or 

represented, except that at any meeting the business of which includes the modification of certain 

provisions of the Ordinary Notes, or the Coupons (including modifying the date of maturity of the 

Ordinary Notes or any date for payment of interest thereon, reducing or cancelling the amount of 

principal or the rate of interest payable in respect of the Ordinary Notes or altering the currency of 

payment of the Ordinary Notes or the Coupons), the quorum shall be one or more persons holding or 

representing not less than two-thirds in nominal amount of the Ordinary Notes for the time being 

outstanding, or at any adjourned such meeting one or more persons holding or representing not less 

than one-third in nominal amount of the Ordinary Notes for the time being outstanding.  An 

Extraordinary Resolution passed at any meeting of the Ordinary Noteholders shall be binding on all 

the Ordinary Noteholders, whether or not they are present at the meeting, and on all Couponholders. 

(b) Modification 

The Principal Paying Agent and the Issuer may agree, without the consent of the Ordinary 

Noteholders or Couponholders, to: 

(i) any modification (except as mentioned above) of the Ordinary Notes, the Coupons, the 

Agency Agreement or the Deed of Covenant which, in the opinion of the Issuer, is not 

prejudicial to the interests of the Ordinary Noteholders; or 

(ii) any modification of the Ordinary Notes, the Coupons, Agency Agreement or the Deed of 

Covenant which is: 

(A) of a formal, minor or technical nature; 

(B) is made to correct a manifest or proven error; or  

(C) is made to comply with mandatory provisions of the law. 

Any such modification shall be binding on the Ordinary Noteholders and the Couponholders and any 

such modification shall be notified to the Ordinary Noteholders in accordance with Condition 12 

above as soon as practicable thereafter. 

14. FURTHER ISSUES 

The Issuer shall be at liberty from time to time without the consent of the Ordinary Noteholders or 

the Couponholders to create and issue further notes having terms and conditions the same as the 

Ordinary Notes or the same in all respects save for the amount and date of the first payment of 

interest thereon and the date from which interest starts to accrue and so that the same shall be 

consolidated and form a single Series with the outstanding Ordinary Notes. 

15. CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999 

No rights are conferred on any person under the Contracts (Rights of Third Parties) Act 1999 to 

enforce any term of this Ordinary Note, but this does not affect any right or remedy of any person 

which exists or is available apart from the Contracts (Rights of Third Parties) Act 1999. 



 

 
0013726-0003830 ICM:27128339.10 189  
 

16. GOVERNING LAW AND SUBMISSION TO JURISDICTION 

(a) Governing law 

The Agency Agreement, the Deed of Covenant, the Ordinary Notes and the Coupons and any non-

contractual obligations arising out of or in connection with the Agency Agreement, the Deed of 

Covenant, the Ordinary Notes and the Coupons are governed by, and shall be construed in 

accordance with, English law, save as to Condition 2(a) above which is governed by, and shall be 

construed in accordance with, Norwegian law.  

(b) Submission to jurisdiction 

The Issuer agrees, for the exclusive benefit of the Paying Agents, Ordinary Noteholders and the 

Couponholders, that the courts of England and Wales are to have jurisdiction to settle any disputes 

which may arise out of or in connection with the Ordinary Notes and/or the Coupons (including a 

dispute relating to any non-contractual obligations arising out of or in connection with the Ordinary 

Notes and/or the Coupons) and that accordingly any suit, action or proceedings (together referred to 

as Proceedings) arising out of or in connection with the Agency Agreement, the Deed of Covenant, 

the Ordinary Notes and the Coupons (including any Proceedings relating to any non-contractual 

obligations arising out of or in connection with the Agency Agreement, the Deed of Covenant, the 

Ordinary Notes and the Coupons) may be brought in such courts. 

The Issuer hereby irrevocably waives any objection which it may have now or hereafter to the laying 

of the venue of any such Proceedings in any such court and any claim that any such Proceedings 

have been brought in an inconvenient forum and hereby further irrevocably agrees that a judgment in 

any such Proceedings brought in the English courts shall be conclusive and binding upon it and may 

be enforced in the courts of any other jurisdiction. 

Nothing contained in this Condition 16 shall limit any right to take Proceedings against the Issuer in 

any other court of competent jurisdiction, nor shall the taking of Proceedings in one or more 

jurisdictions preclude the taking of Proceedings in any other jurisdiction, whether concurrently or 

not. 

(c) Appointment of Process Agent in England 

The Issuer appoints DNB Bank ASA, London Branch at its registered office 8th Floor, The 

Walbrook Building, 25 Walbrook, London, EC4N 8AF, England as its agent for service of process 

in England, and undertakes that, in the event of DNB Bank ASA, London Branch ceasing so to act 

or ceasing to be registered in England, it will appoint another person as its agent for service of 

process in England in respect of any Proceedings.  Nothing herein shall affect the right to serve 

proceedings in any other manner permitted by law. 

17. DEFINITIONS 

In these Ordinary Note Conditions the following words shall have the following meanings: 

Calculation Amount means, in relation to any Series of Notes, the amount specified in the 

applicable Final Terms to calculate Fixed Coupon Amount(s), Broken Amount(s), the relevant Final 

Redemption Amount and the relevant Early Redemption Amount (as applicable); 

CIBOR means the Copenhagen inter-bank offered rate; 

CITA means the Copenhagen t/n Interest Average; 

Cover Pool means all the Issuer's assets and liabilities that from time to time form part of a Cover 

Pool created in accordance with and subject to Section 11-8 of the Act and to the Regulations; 
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Currency Swap means each currency swap which enables the Issuer to hedge currency risks arising 

from (a) Notes which are issued in currencies other than NOK, and (b) assets (other than loans) 

which are registered to the Cover Pool and are denominated in currencies other than NOK; 

Currency Swap Agreement means the ISDA Master Agreement, schedule and confirmation(s) (as 

amended and supplemented from time to time) relating to the Currency Swap(s) entered into from 

time to time between the Issuer and each Currency Swap Provider; 

Currency Swap Provider means any third-party counterparty in its capacity as currency swap 

provider under a Currency Swap Agreement; 

Distribution Compliance Period means the period that ends 40 days after the completion of the 

distribution of the relevant Tranche of Notes, as certified by the relevant Dealer (in the case of a 

non-syndicated issue) or the relevant Manager (in the case of a syndicated issue); 

EONIA means the Euro Overnight Index Average; 

Established Rate means the rate for the conversion of the Specified Currency (including 

compliance with rules relating to roundings in accordance with applicable European Community 

regulations) into euro established by the Council of the European Union pursuant to Article 123 of 

the Treaty;  

EURIBOR means the Euro-zone inter-bank offered rate; 

euro means the currency introduced at the start of the third stage of European economic and 

monetary union pursuant to the Treaty; 

Extended Final Maturity Date means, in relation to any Series of Notes, the date, if any, specified 

as such in the applicable Final Terms to which the payment of all or (as applicable) part of the Final 

Redemption Amount payable on the Maturity Date will be deferred in the event that the Final 

Redemption Amount is not paid in full on the Maturity Date;  

HIBOR means the Hong Kong inter-bank offered rate; 

Interest Rate Swap means each single currency interest rate swap which enables the Issuer to hedge 

the Issuer's interest rate risks in NOK and/or other currencies to the extent that they have not been 

hedged by a Currency Swap; 

Interest Rate Swap Agreement means the ISDA Master Agreement, schedule and confirmation(s) 

(as amended and supplemented from time to time) relating to the Interest Rate Swap(s) entered into 

from time to time between the Issuer and each Interest Rate Swap Provider; 

Interest Rate Swap Provider means any third-party counterparty in its capacity as interest rate 

swap provider under an Interest Rate Swap Agreement;  

LIBOR means the London inter-bank offered rate; 

Moody's means Moody's Investors Service Limited (or its successor); 

NIBOR means the Norwegian inter-bank offered rate; 

QIB means a "qualified institutional buyer" within the meaning of Rule 144A; 

Rating Agencies means Moody's Investors Service Limited (or its successor) and Fitch Ratings Ltd 

(or its successor); 
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records of Euroclear and Clearstream, Luxembourg means the records that each of Euroclear and 

Clearstream, Luxembourg holds for its customers which reflect the amount of such customers' 

interest in the Notes;  

Redenomination Date means (in the case of interest-bearing Ordinary Notes) any date for payment 

of interest under such Notes;  

Reference Rate means LIBOR, EURIBOR, NIBOR, CIBOR, CITA, EONIA, HIBOR, SIBOR, 

STIBOR or TIBOR as specified in the applicable Final Terms; 

Register means the register of covered bonds of the Issuer required to be maintained pursuant to the 

Act and the Regulations; 

Regulation S means Regulation S under the Securities Act; 

Regulation S Global Note means a Registered Global Note representing Ordinary Notes sold in 

offshore transactions to persons who are not U.S. persons in reliance on Regulation S; 

Relevant Date means the date on which a payment first becomes due, except that, if the full amount 

of the monies payable has not been duly received by the Principal Paying Agent on or prior to such 

due date, it means the date on which, the full amount of such monies having been so received, notice 

to that effect is duly given to the Noteholders in accordance with Condition 12 above;  

Relevant Notes means all Ordinary Notes where the applicable Final Terms provide for a minimum 

Specified Denomination in the Specified Currency which is equivalent to at least euro 100,000 and 

which are admitted to trading on a regulated market in the European Economic Area;  

Rule 144A means Rule 144A under the Securities Act; 

Rule 144A Global Note means a Registered Global Note representing Ordinary Notes sold to QIBs 

in reliance on Rule 144A; 

Rule 144A Notes means Registered Notes (whether in definitive form or represented by a 

Registered Global Note) sold in private transactions to QIBs in accordance with the requirements of 

Rule 144A; 

Securities Act means the United States Securities Act of 1933, as amended; 

SIBOR means the Singapore inter-bank offered rate; 

STIBOR means the Stockholm inter-bank offered rate; 

Swap Agreement means each Interest Rate Swap Agreement and each Currency Swap Agreement;  

Swap Providers means each Currency Swap Provider and each Interest Rate Swap Provider;  

Swaps means any Currency Swap and/or any Interest Rate Swap;  

TIBOR means the Tokyo inter-bank offered rate; and  

Treaty means the Treaty on the functioning of the European Union, as amended. 
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TERMS AND CONDITIONS OF THE VPS NOTES 

The following are the Terms and Conditions of the VPS Notes (VPS Conditions).  VPS Notes will not be 

evidenced by any physical note or document of title other than a statement of account made by the VPS.  

Ownership of VPS Notes will be recorded and transfer effected only through the book-entry system and 

register maintained by the VPS. 

Reference should be made to "Form of the Notes" for a description of the content of the Final Terms which 

will specify which of such terms are to apply in relation to the relevant VPS Notes. 

The VPS Notes are covered bonds (obligasjoner med fortrinnsrett) issued by SpareBank 1 Boligkreditt AS 

(with the parallel trade name SpareBank 1 Covered Bonds Company) (the Issuer) in accordance with 

Chapter 11, Subsection II of the Norwegian Act on Financial Undertakings and Financial Groups of 10 April 

2015 No 17 (lov 10. april 2015 nr. 17 om finansforetak og finanskonsern (finansforetaksloven) (the Act) and 

Chapter 11 of the Regulations of 9 December 2016 no. 1502 on Financial Undertakings and Financial 

Groups (forskrift 9. desember 2016 nr. 1502 om finansforetak og finanskonsern (finansforetaksforskriften)) 

(the Regulations). 

Each VPS Note will be one of a Series (as defined below) of notes issued by the Issuer under the Programme 

and each VPS Note will be issued in accordance with and subject to an agreement (such agreement as 

modified and/or supplemented and/or restated from time to time, the VPS Agency Agreement) dated 21 

August 2007 between the Issuer and SpareBank 1 SR-Bank (the VPS Agent). 

References herein to the VPS Notes shall be references to the VPS Notes of this Series and shall mean notes 

cleared through the Norwegian Central Securities Depositary (Verdipapirsentralen) (VPS Notes and the 

VPS, respectively). 

The VPS Notes will have the benefit of the trust agreement (such trust agreement as modified and/or 

supplemented and/or restated from time to time, the VPS Trustee Agreement) dated 6 June 2017 and made 

between the Issuer and Nordic Trustee ASA (the VPS Trustee, which expression shall include any successor 

as VPS Trustee).   

Each Tranche of VPS Notes will be created and held in uncertificated book-entry form in accounts with the 

VPS.  The VPS Agent will act as agent of the Issuer in respect of all dealings with the VPS in respect of VPS 

Notes as detailed in the VPS Agency Agreement. 

The Final Terms for this VPS Note (or the relevant provisions thereof) are set out in Part A of the Final 

Terms which complete these VPS Conditions, and may specify other terms and conditions which shall, to the 

extent so specified or to the extent inconsistent with these VPS Conditions, replace or modify these VPS 

Conditions for the purposes of this VPS Note.  References to the applicable Final Terms are to Part A of 

the Final Terms (or the relevant provisions thereof) which supplement this VPS Note. 

The VPS Trustee acts for the benefit of the holders of the VPS Notes from time to time (the VPS 

Noteholders and the holders of VPS Notes), in accordance with the provisions of the VPS Trustee 

Agreement and these VPS Conditions. 

As used herein, Tranche means VPS Notes which are identical in all respects (including as to listing and 

admission to trading) and Series means a Tranche of VPS Notes together with any further Tranche or 

Tranches of VPS Notes which (i) are expressed to be consolidated and form a single series, and (ii) have the 

same terms and conditions or terms and conditions which are the same in all respects save for the amount 

and date of the first payment of interest thereon and the date from which interest starts to accrue. 

Copies of the VPS Agency Agreement and the VPS Trustee Agreement are available for inspection during 

normal business hours at the specified office of each of the Principal Paying Agent, the Registrar, the other 

Paying Agents and the Transfer Agents (such Agents and the Registrar being together referred to as the 
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Agents) and at the registered office for the time being of the VPS Trustee at Haakon VIIs Gate 1, 0116 Oslo, 

Norway.  

The VPS Noteholders are deemed to have notice of, and are entitled to the benefit of, all the provisions of the 

VPS Trustee Agreement and the Final Terms which are applicable to them.  The statements in these VPS 

Conditions include summaries of, and are subject to, the detailed provisions of the VPS Agency Agreement 

and the VPS Trustee Agreement. 

Words and expressions defined in the VPS Agency Agreement, the VPS Trustee Agreement or used in the 

applicable Final Terms shall have the same meanings where used in these VPS Conditions unless the context 

otherwise requires or unless otherwise stated and provided that, in the event of inconsistency between the 

VPS Trustee Agreement and the VPS Agency Agreement, the VPS Trustee Agreement will prevail, and in 

the event of inconsistency between the VPS Trustee Agreement or the VPS Agency Agreement and the 

applicable Final Terms, the applicable Final Terms will prevail.  

1. FORM, DENOMINATION AND TITLE 

The VPS Notes are in uncertificated book-entry form in the denomination of NOK 500,000 and/or 

such other currency and Specified Denomination(s) as shown in Part A of the relevant Final Terms 

provided that in the case of any Notes which are to be admitted to trading on a regulated market 

within the European Economic Area or offered to the public in a Member State of the European 

Economic Area in circumstances which require the publication of a Prospectus under the Prospectus 

Directive, the minimum Specified Denomination shall be €100,000 (or its equivalent in any other 

currency as at the date of issue of the relevant VPS Notes) and will be registered with a separate 

securities identification code in the VPS. 

VPS Notes of one Specified Denomination may not be exchanged for Notes, VPS or otherwise, of 

another Specified Denomination.  VPS Notes will be registered with a separate securities 

identification code in the VPS.   

VPS Notes may not be exchanged for any other form of note, namely Bearer Notes or Registered 

Notes, issued by the Issuer, and vice versa.  

This VPS Note may be a Fixed Rate Note or a Floating Rate Note, depending upon the Interest Basis 

shown in the applicable Final Terms. 

This VPS Note may be a combination of any of the foregoing, depending on the 

Redemption/Payment Basis shown in the applicable Final Terms. 

The holder of a VPS Note will be the person evidenced as such by a book entry in the records of the 

VPS.  The Issuer and the VPS Trustee may rely on a certificate of the VPS or one issued on behalf of 

the VPS by an account-carrying institution as to a particular person being a VPS Noteholder. 

Title to the VPS Notes will pass by registration in the VPS between the direct or indirect 

accountholders at the VPS in accordance with the rules and procedures of the VPS that are in force 

from time to time.  Where a nominee is so evidenced, it shall be treated by the Issuer as the holder of 

the relevant VPS Note. 

For so long as this VPS Note is a VPS Note, each person (other than Euroclear or Clearstream, 

Luxembourg) who is for the time being shown in the records of the VPS as the holder of a particular 

nominal amount of such VPS Notes shall be treated by the Issuer, the VPS Trustee and the VPS 

Agent as the holder of such nominal amount of such VPS Notes for all purposes.  VPS Notes will be 

transferable only in accordance with the rules and procedures for the time being of the VPS. 
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2. STATUS OF THE VPS NOTES AND OVERCOLLATERALISATION 

(a) Status of the VPS Notes 

Each Tranche of VPS Notes will constitute unconditional and unsubordinated obligations of the 

Issuer and rank pari passu among themselves and with all other outstanding unsubordinated 

obligations of the Issuer that have been provided equivalent priority of claim to the Cover Pool in 

accordance with the terms of the Act and the Regulations. 

(b) Overcollateralisation 

For so long as the Notes are outstanding, the value (as calculated in accordance with the Act and the 

Regulations) of the Cover Pool (as defined below) entered into the Register (as defined below) with 

respect to the Notes as well as any other covered bonds issued by the Issuer and derivative contracts 

having recourse to such Cover Pool shall at all times be a minimum of 102 per cent. of the 

outstanding principal amount of the Notes and any other covered bonds issued by the Issuer having 

recourse to such Cover Pool (taking into account the effect of the relevant derivative contracts) 

(Overcollateralisation). 

To the extent a higher level of minimum overcollateralisation is stipulated to apply by any applicable 

Norwegian legislation from time to time, such a level of overcollateralisation shall be the minimum 

level of Overcollateralisation required to be maintained by the Issuer pursuant to this Condition 2(b). 

There is no obligation for the Issuer to maintain any particular rating in respect of the VPS Notes 

throughout the term of the Notes or select a higher Overcollateralisation percentage in order to 

maintain a rating.  In particular, if any of the credit ratings assigned to the Notes are reduced, 

removed, suspended or placed on credit watch, the Issuer shall not be obliged to select a higher 

Overcollateralisation percentage.  For the avoidance of doubt, recourse to the Cover Pool, and any 

additional overcollateralisation in the Cover Pool, is available for inter alios all Noteholders 

(including holders of existing Notes and new Notes) and counterparties to any relevant derivative 

contracts. 

3. INTEREST 

(a) Interest on Fixed Rate Notes  

Each Fixed Rate Note bears interest on its outstanding nominal amount from (and including) the 

Interest Commencement Date at the rate(s) per annum equal to the Rate(s) of Interest.  Interest will 

be payable in arrear on the Interest Payment Date(s) in each year up to (and including) the Maturity 

Date. 

Except as provided in the applicable Final Terms, the amount of interest payable on each Interest 

Payment Date in respect of the Fixed Interest Period ending on (but excluding) such date will 

amount to the Fixed Coupon Amount.  Payments of interest on any Interest Payment Date will, if so 

specified in the applicable Final Terms, amount to the Broken Amount so specified. 

As used in these VPS Conditions, Fixed Interest Period means the period from (and including) an 

Interest Payment Date (or the Interest Commencement Date) to (but excluding) the next (or first) 

Interest Payment Date. 

If interest is required to be calculated for a period other than a Fixed Interest Period, such interest 

shall be calculated by applying the Rate of Interest to each Specified Denomination, multiplying 

such sum by the applicable Day Count Fraction, and rounding the resultant figure to the nearest sub-

unit of the relevant Specified Currency, half of any such sub-unit being rounded upwards or 

otherwise in accordance with applicable market convention. 
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In these VPS Conditions: 

Day Count Fraction means, in respect of the calculation of an amount of interest in accordance 

with this Condition 3: 

(i) if "Actual/Actual (ICMA)" is specified in the applicable Final Terms: 

(A) in the case of VPS Notes where the number of days in the relevant period from (and 

including) the most recent Interest Payment Date (or, if none, the Interest 

Commencement Date) to (but excluding) the relevant payment date (the Accrual 

Period) is equal to or shorter than the Determination Period during which the 

Accrual Period ends, the number of days in such Accrual Period divided by the 

product of (1) the number of days in such Determination Period, and (2) the number 

of Determination Dates (as specified in the applicable Final Terms) that would occur 

in one calendar year; or 

(B) in the case of VPS Notes where the Accrual Period is longer than the Determination 

Period during which the Accrual Period ends, the sum of: 

(1) the number of days in such Accrual Period falling in the Determination 

Period in which the Accrual Period begins divided by the product of (x) the 

number of days in such Determination Period, and (y) the number of 

Determination Dates (as specified in the applicable Final Terms) that would 

occur in one calendar year; and 

(2) the number of days in such Accrual Period falling in the next Determination 

Period divided by the product of (x) the number of days in such 

Determination Period, and (y) the number of Determination Dates that 

would occur in one calendar year; and 

(ii) if "30/360" is specified in the applicable Final Terms, the number of days in the period from 

(and including) the most recent Interest Payment Date (or, if none, the Interest 

Commencement Date) to (but excluding) the relevant payment date (such number of days 

being calculated on the basis of a year of 360 days with 12 30-day months) divided by 360; 

Determination Period means each period from (and including) a Determination Date to (but 

excluding) the next Determination Date (including, where either the Interest Commencement Date or 

the final Interest Payment Date is not a Determination Date, the period commencing on the first 

Determination Date prior to, and ending on the first Determination Date falling after, such date); and 

sub-unit means, with respect to any currency other than euro, the lowest amount of such currency 

that is available as legal tender in the country of such currency and, with respect to euro, means one 

cent. 

(b) Interest on Floating Rate Notes  

(i) Interest Payment Dates 

Each Floating Rate Note bears interest on its outstanding nominal amount from (and 

including) the Interest Commencement Date and such interest will be payable in arrear on 

either: 

(A) the Specified Interest Payment Date(s) in each year specified in the applicable Final 

Terms; or 
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(B) if no Specified Interest Payment Date(s) is/are specified in the applicable Final 

Terms, each date (each such date, together with each Specified Interest Payment 

Date, an Interest Payment Date) which falls the number of months or other period 

specified as the Specified Period in the applicable Final Terms after the preceding 

Interest Payment Date or, in the case of the first Interest Payment Date, after the 

Interest Commencement Date. 

Such interest will be payable in respect of each Interest Period (which expression shall, in 

these VPS Conditions, mean the period from (and including) an Interest Payment Date (or 

the Interest Commencement Date) to (but excluding) the next (or first) Interest Payment 

Date). 

If a Business Day Convention is specified in the applicable Final Terms and (x) if there is no 

numerically corresponding day on the calendar month in which an Interest Payment Date 

should occur, or (y) if any Interest Payment Date would otherwise fall on a day which is not 

a Business Day, then, if the Business Day Convention specified is: 

(1) in any case where Specified Periods are specified in accordance with 

Condition 3(b)(i)(B) above, the Floating Rate Convention, such Interest Payment 

Date (i) in the case of (x) above, shall be the last day that is a Business Day in the 

relevant month and the provisions of (B) below shall apply mutatis mutandis, or (ii) 

in the case of (y) above, shall be postponed to the next day which is a Business Day 

unless it would thereby fall into the next calendar month, in which event (A) such 

Interest Payment Date shall be brought forward to the immediately preceding 

Business Day, and (B) each subsequent Interest Payment Date shall be the last 

Business Day in the month which falls in the Specified Period after the preceding 

applicable Interest Payment Date occurred; or 

(2) the Following Business Day Convention, such Interest Payment Date shall be 

postponed to the next day which is a Business Day; or 

(3) the Modified Following Business Day Convention, such Interest Payment Date shall 

be postponed to the next day which is a Business Day unless it would thereby fall 

into the next calendar month, in which event such Interest Payment Date shall be 

brought forward to the immediately preceding Business Day; or 

(4) the Preceding Business Day Convention, such Interest Payment Date shall be 

brought forward to the immediately preceding Business Day. 

In these VPS Conditions, Business Day means a day which is both: 

(A) a day on which commercial banks and foreign exchange markets settle payments 

and are open for general business (including dealing in foreign exchange and foreign 

currency deposits) in each Business Centre specified in the applicable Final Terms; 

and 

(B) either (1) in relation to any sum payable in a Specified Currency other than euro, a 

day on which commercial banks and foreign exchange markets settle payments and 

are open for general business (including dealing in foreign exchange and foreign 

currency deposits) in the principal financial centre of the country of the relevant 

Specified Currency (if other than the place of presentation, any Business Centre 

specified in the applicable Final Terms), or (2) in relation to any sum payable in 

euro, a day on which Trans-European Automated Real-Time Gross Settlement 

Express Transfer (TARGET2) System (the TARGET2 System) is open. 

(ii) Rate of Interest 
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The Rate of Interest payable from time to time in respect of Floating Rate Notes will be 

determined in the manner specified in the applicable Final Terms. 

(A) ISDA Determination for Floating Rate Notes 

Where ISDA Determination is specified in the applicable Final Terms as the manner 

in which the Rate of Interest is to be determined, the Rate of Interest for each 

Interest Period will be the relevant ISDA Rate plus or minus (as indicated in the 

applicable Final Terms) the Margin (if any).  For the purposes of this 

sub-paragraph (A), ISDA Rate for an Interest Period means a rate equal to the 

Floating Rate that would be determined by the Calculation Agent under an interest 

rate swap transaction if the Calculation Agent were acting as Calculation Agent for 

that swap transaction under the terms of an agreement incorporating the 2006 ISDA 

Definitions, as published by the International Swaps and Derivatives Association, 

Inc. and as amended and updated as at the Issue Date of the first Tranche of the 

Notes (the ISDA Definitions) and under which: 

(1) the Floating Rate Option is as specified in the applicable Final Terms; 

(2) the Designated Maturity is a period specified in the applicable Final Terms; 

and 

(3) the relevant Reset Date is as specified in the applicable Final Terms.  

For the purposes of this sub-paragraph (A), Floating Rate, Calculation Agent, 

Floating Rate Option, Designated Maturity and Reset Date have the meanings 

given to those terms in the ISDA Definitions. 

Unless otherwise stated in the applicable Final Terms, the Minimum Rate of Interest 

shall be deemed to be zero. 

(B) Screen Rate Determination for Floating Rate Notes 

Where Screen Rate Determination is specified in the applicable Final Terms as the 

manner in which the Rate of Interest is to be determined, the Rate of Interest for 

each Interest Period will, subject as provided below, be either: 

(1) the offered quotation; or 

(2) the arithmetic mean (rounded if necessary to the fifth decimal place, with 

0.000005 being rounded upwards) of the offered quotations, 

(expressed as a percentage rate per annum) for the Reference Rate(s) which appears 

or appear, as the case may be, on the Relevant Screen Page (or such replacement 

page on that service which displays the information) as at 11.00 a.m. (local time in 

the relevant financial centre specified in the applicable Final Terms) on the Interest 

Determination Date in question, plus or minus (as indicated in the applicable Final 

Terms) the Margin (if any), all as determined by the Calculation Agent.  If five or 

more of such offered quotations are available on the Relevant Screen Page, the 

highest (or, if there is more than one such highest quotation, one only of such 

quotations) and the lowest (or, if there is more than one such lowest quotation, one 

only of such quotations) shall be disregarded by the Calculation Agent for the 

purpose of determining the arithmetic mean (rounded as provided above) of such 

offered quotations. 
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If on any Interest Determination Date one only or none of the Reference Banks 

provides the Calculation Agent with an offered quotation as provided in the 

preceding paragraph, the Rate of Interest for the relevant Interest Period shall be the 

rate per annum which the Calculation Agent determines as being the arithmetic 

mean (rounded if necessary to the fifth decimal place, with 0.000005 being rounded 

upwards) of the rates, as communicated to (and at the request of) the Calculation 

Agent by the Reference Banks or any two or more of them, at which such banks 

were offered, at approximately the Specified Time on the relevant Interest 

Determination Date, deposits in the Specified Currency for a period equal to that 

which would have been used for the Reference Rate by leading banks in the relevant 

financial centre specified in the applicable Final Terms plus or minus (as 

appropriate) the Margin (if any) or, if fewer than two of the Reference Banks 

provide the Calculation Agent with offered rates, the offered rate for deposits in the 

Specified Currency for a period equal to that which would have been used for the 

Reference Rate, or the arithmetic mean (rounded as provided above) of the offered 

rates for deposits in the Specified Currency for a period equal to that which would 

have been used for the Reference Rate, at which, at approximately the Specified 

Time on the relevant Interest Determination Date, any one or more banks (which 

bank or banks is or are suitable for the purpose) informs the Calculation Agent it is 

quoting to leading banks in the relevant financial centre specified in the applicable 

Final Terms plus or minus (as appropriate) the Margin (if any), provided that, if the 

Rate of Interest cannot be determined in accordance with the foregoing provisions of 

this paragraph, the Rate of Interest shall be determined as at the last preceding 

Interest Determination Date (though substituting, where a different Margin is to be 

applied to the relevant Interest Period from that which applied to the last preceding 

Interest Period, the Margin relating to the relevant Interest Period in place of the 

Margin relating to that last preceding Interest Period). 

(iii) Minimum Rate of Interest and/or Maximum Rate of Interest 

If the applicable Final Terms specifies a Minimum Rate of Interest for any Interest Period, 

then, in the event that the Rate of Interest in respect of such Interest Period determined in 

accordance with the provisions of paragraph (ii) above is less than such Minimum Rate of 

Interest, the Rate of Interest for such Interest Period shall be such Minimum Rate of Interest. 

If the applicable Final Terms specifies a Maximum Rate of Interest for any Interest Period, 

then, in the event that the Rate of Interest in respect of such Interest Period determined in 

accordance with the provisions of paragraph (ii) above is greater than such Maximum Rate 

of Interest, the Rate of Interest for such Interest Period shall be such Maximum Rate of 

Interest. 

(iv) Determination of Rate of Interest and calculation of Interest Amounts 

The Calculation Agent, in the case of Floating Rate Notes which are VPS Notes, will at or as 

soon as practicable after each time at which the Rate of Interest is to be determined, 

determine the Rate of Interest for the relevant Interest Period.  

The Calculation Agent in the case of Floating Rate Notes which are VPS Notes, will 

calculate the amount of interest (the Interest Amount) payable on the Floating Rate Notes 

in respect of each Specified Denomination for the relevant Interest Period.  Each Interest 

Amount shall be calculated by applying the Rate of Interest to each Specified Denomination, 

multiplying such sum by the applicable Day Count Fraction, and rounding the resultant 

figure to the nearest sub-unit of the relevant Specified Currency, half of any such sub-unit 

being rounded upwards or otherwise in accordance with applicable market convention. 
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Day Count Fraction means, in respect of the calculation of an amount of interest for any 

Interest Period: 

(A) if "Actual/Actual (ISDA)" or "Actual/Actual" is specified in the applicable Final 

Terms, the actual number of days in the Interest Period divided by 365 (or, if any 

portion of that Interest Period falls in a leap year, the sum of (I) the actual number of 

days in that portion of the Interest Period falling in a leap year divided by 366, and 

(II) the actual number of days in that portion of the Interest Period falling in a non-

leap year divided by 365); 

(B) if "Actual/365 (Fixed)" is specified in the applicable Final Terms, the actual number 

of days in the Interest Period divided by 365; 

(C) if "Actual/365 (Sterling)" is specified in the applicable Final Terms, the actual 

number of days in the Interest Period divided by 365 or, in the case of an Interest 

Payment Date falling in a leap year, 366; 

(D) if "Actual/360" is specified in the applicable Final Terms, the actual number of days 

in the Interest Period divided by 360; 

(E) if "30/360", "360/360" or "Bond Basis" is specified in the applicable Final Terms, 

the number of days in the Interest Period divided by 360, calculated on a formula 

basis as follows: 

Day Count Fraction = 
360

)D - (D  )]M - (M x [30  )]Y - (Y x [360
121212


 

where: 

"Y1" is the year, expressed as a number, in which the first day of the Interest Period 

falls; 

"Y2" is the year, expressed as a number, in which the day immediately following the 

last day of the Interest Period falls; 

"M1" is the calendar month, expressed as a number, in which the first day of the 

Interest Period falls; 

"M2" is the calendar month, expressed as a number, in which the day immediately 

following the last day of the Interest Period falls; 

"D1" is the first calendar day, expressed as a number, of the Interest Period, unless 

such number is 31, in which case D1 will be 30; and 

"D2" is the calendar day, expressed as a number, immediately following the last day 

included in the Interest Period, unless such number would be 31 and D1 is greater 

than 29, in which case D2 will be 30; 

(F) if "30E/360" or "Eurobond Basis" is specified in the applicable Final Terms, the 

number of days in the Interest Period divided by 360, calculated on a formula basis 

as follows: 

Day Count Fraction = 
360

)D - (D  )]M - (M x [30  )]Y - (Y x [360
121212


 

where: 
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"Y1" is the year, expressed as a number, in which the first day of the Interest Period 

falls; 

"Y2" is the year, expressed as a number, in which the day immediately following the 

last day of the Interest Period falls; 

"M1" is the calendar month, expressed as a number, in which the first day of the 

Interest Period falls; 

"M2" is the calendar month, expressed as a number, in which the day immediately 

following the last day of the Interest Period falls; 

"D1" is the first calendar day, expressed as a number, of the Interest Period, unless 

such number would be 31, in which case D1 will be 30; and 

"D2" is the calendar day, expressed as a number, immediately following the last day 

included in the Interest Period, unless such number would be 31, in which case D2 

will be 30; or 

(G) if "30E/360 (ISDA)" is specified in the applicable Final Terms, the number of days 

in the Interest Period divided by 360, calculated on a formula basis as follows: 

Day Count Fraction = 
360

)D - (D  )]M - (M x [30  )]Y - (Y x [360
121212


 

where: 

"Y1" is the year, expressed as a number, in which the first day of the Interest Period 

falls; 

"Y2" is the year, expressed as a number, in which the day immediately following the 

last day of the Interest Period falls; 

"M1" is the calendar month, expressed as a number, in which the first day of the 

Interest Period falls; 

"M2" is the calendar month, expressed as a number, in which the day immediately 

following the last day of the Interest Period falls; 

"D1" is the first calendar day, expressed as a number, of the Interest Period, unless 

(i) that day is the last day of February, or (ii) such number would be 31, in which 

case D1 will be 30; and 

"D2" is the calendar day, expressed as a number, immediately following the last day 

included in the Interest Period, unless (i) that day is the last day of February but not 

the Maturity Date, or (ii) such number would be 31, in which case D2 will be 30. 

(v) Linear Interpolation 

Where Linear Interpolation is specified as applicable in respect of an Interest Period in the 

applicable Final Terms, the Rate of Interest for such Interest Period shall be calculated by 

the Agent by straight line linear interpolation by reference to two rates based on the relevant 

Reference Rate (where Screen Rate Determination is specified as applicable in the 

applicable Final Terms) or the relevant Floating Rate Option (where ISDA Determination is 

specified as applicable in the applicable Final Terms), one of which shall be determined as if 

the Designated Maturity were the period of time for which rates are available next shorter in 



 

 
0013726-0003830 ICM:27128339.10 201  
 

length than the relevant Interest Period, and the other of which shall be determined as if the 

Designated Maturity were the period of time for which rates are available next longer in 

length than the relevant Interest Period provided, however, that if there is no rate available 

for a period of time next shorter in length or, as the case may be, next longer in length, then 

the Agent shall determine such rate at such time and by reference to such sources as it 

determines appropriate.  

Designated Maturity means, in relation to Screen Rate Determination, the period of time 

designated in the Reference Rate. 

(vi) Determination or Calculation by the VPS Trustee 

If for any reason at any relevant time the Calculation Agent defaults in its obligation to 

determine the Rate of Interest, the VPS Trustee shall determine the Rate of Interest at such 

rate as, in its absolute discretion (having such regard as it shall think fit to the foregoing 

provisions of this Condition 3(b), but subject always to any Minimum Rate of Interest or 

Maximum Rate of Interest specified in the applicable Final Terms), it shall deem fair and 

reasonable in all the circumstances or, as the case may be, the VPS Trustee shall calculate 

the Interest Amount(s) in such manner as it shall deem fair and reasonable in all the 

circumstances and each such determination or calculation shall be deemed to have been 

made by the Calculation Agent. 

(vii) Certificates to be final 

All certificates, communications, opinions, determinations, calculations, quotations and 

decisions given, expressed, made or obtained for the purposes of the provisions of this 

Condition 3(b) by the Calculation Agent, shall (in the absence of wilful default, bad faith or 

manifest error) be binding on all parties and (in the absence as aforesaid) no liability shall 

attach to the Calculation Agent or the VPS Trustee (if applicable) in connection with the 

exercise or non-exercise by it of its powers, duties and discretions pursuant to such 

provisions. 

(c) Accrual of interest 

Each VPS Note (or in the case of the redemption of part only of a VPS Note, that part only of such 

VPS Note) will cease to bear interest (if any) from the date for its redemption unless, upon due 

presentation thereof, payment of principal is improperly withheld or refused.  In such event, interest 

will continue to accrue until whichever is the earlier of: 

(i) the date on which all amounts due in respect of such VPS Note have been paid; and 

(ii) five days after the date on which the full amount of the monies payable in respect of such 

VPS Note has been received by the VPS Agent and notice to that effect has been given to 

the VPS Noteholders in accordance with Condition 9 below. 

(d) Calculation Agent 

The Issuer shall procure that there shall at all times be one or more Calculation Agents if provision is 

made for them in respect of the VPS Notes and for so long as any VPS Note (which is a Floating 

Rate Note) is outstanding (as defined in the VPS Agency Agreement).  Where more than one 

Calculation Agent is appointed in respect of such VPS Notes, references in these VPS Conditions to 

the Calculation Agent shall be construed as each Calculation Agent performing its respective duties 

under the VPS Conditions.  If the Calculation Agent is unable or unwilling to act as such or if the 

Calculation Agent fails duly to establish the Rate of Interest for an Interest Accrual Period or to 

calculate any Interest Amount, Final Redemption Amount, Early Redemption Amount or Optional 

Redemption Amount, in respect of such VPS Notes, as the case may be, or to comply with any other 
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requirement, the Issuer shall (with the prior approval of the VPS Trustee) appoint a leading bank or 

investment banking firm engaged in the interbank market (or, if appropriate, money, swap or over-

the-counter index options market) that is most closely connected with the calculation or 

determination to be made by the Calculation Agent (acting through its principal London office or 

any other office actively involved in such market) to act as such in its place.  The Calculation Agent 

may not resign its duties without a successor having been appointed as aforesaid. 

4. PAYMENTS 

(a) Method of payment 

Subject as provided below: 

(i) payments in a Specified Currency other than euro will be made by credit or transfer to an 

account in the relevant Specified Currency maintained by the payee with, or, at the option of 

the payee, by a cheque in such Specified Currency drawn on, a bank in the principal 

financial centre of the country of such Specified Currency; and 

(ii) payments in euro will be made by credit or transfer to a euro account (or any other account 

to which euro may be credited or transferred) specified by the payee or, at the option of the 

payee, by a euro cheque. 

Payments will be subject in all cases to any fiscal or other laws and regulations applicable thereto 

(whether by operation of law or agreements of the Issuer or its Agents) and the Issuer will not be 

liable for any taxes or duties of whatever nature imposed or levied by such laws, regulations, 

directives or agreements, but without prejudice to the provisions of Condition 6 below.  Reference to 

specified currency will include any successor currency under applicable law. 

(b) Payments in respect of VPS Notes 

Payments of principal and interest in respect of VPS Notes and notification thereof to VPS 

Noteholders will be made to the VPS Noteholders shown in the records of the VPS and will be 

effected through and in accordance with and subject to the rules and regulations from time to time 

governing the VPS.  The VPS Agent and any Calculation Agent act solely as agents of the Issuer and 

do not assume any obligation or relationship of agency or trust for or with any VPS Noteholder.  The 

Issuer reserves the right at any time with the approval of the VPS Trustee to vary or terminate the 

appointment of the VPS Agent or any Calculation Agent and to appoint additional or other agents, 

provided that the Issuer shall at all times maintain (i) a VPS Agent authorised to act as an account-

operating institution with the VPS (ii) one or more Calculation Agent(s) where the VPS Conditions 

so require and for so long as any VPS Note (which is a Floating Rate Note) is outstanding, and (iii) 

such other agents as may be required by any other stock exchange on which the VPS Notes may be 

listed in each case. 

Notice of any such change or of any change of any specified office shall promptly be given to the 

VPS Noteholders in accordance with Condition 9 below.  

(c) Payment Day 

If the date for payment of any amount in respect of any VPS Note is not a Payment Day, the holder 

thereof shall not be entitled to payment of the relevant payment due until the next following Payment 

Day and shall not be entitled to any interest or other payment in respect of any such delay.  For these 

purposes, Payment Day means any day which (subject to Condition 7 below) is: 

(i) a day on which commercial banks and foreign exchange markets settle payments and are 

open for general business (including dealing in foreign exchange and foreign currency 

deposits) in: 



 

 
0013726-0003830 ICM:27128339.10 203  
 

(A) London; and  

(B) any Additional Financial Centre specified in the applicable Final Terms; and 

(ii) either (1) in relation to any sum payable in a Specified Currency other than euro, a day on 

which commercial banks and foreign exchange markets settle payments and are open for 

general business (including dealing in foreign exchange and foreign currency deposits) in 

the principal financial centre of the country of the relevant Specified Currency (if other than 

the place of presentation, London and any Additional Financial Centre), or (2) in relation to 

any sum payable in euro, a day on which the TARGET2 System is open; and 

(iii) a day on which such payment is then permitted under United States law without involving 

adverse tax consequences to the Issuer.  

(d) Interpretation of principal and interest 

Any reference in these VPS Conditions to principal in respect of the VPS Notes shall be deemed to 

include, as applicable: 

(i) the Final Redemption Amount of the VPS Notes; 

(ii) the Early Redemption Amount of the VPS Notes; 

(iii) the Optional Redemption Amount(s) (if any) of the VPS Notes; and 

(iv) any premium and any other amounts (other than interest) which may be payable by the 

Issuer under or in respect of the VPS Notes. 

(e) Partial Payment 

If on the Maturity Date of a Series of VPS Notes where an Extended Final Maturity Date is specified 

in the applicable Final Terms the Issuer has insufficient monies to pay the Final Redemption 

Amount on that Series of VPS Notes and any other amounts due and payable by the Issuer in respect 

of Notes on such date, then the Issuer shall apply available monies, after having made payment of all 

other amounts due and payable by the Issuer in respect of Notes on such date, to redeem the relevant 

Series of VPS Notes in part at par together with accrued interest pro rata and pari passu with any 

other Series of VPS Notes by which an Extended Final Maturity Date is specified in the Final Terms.  

If more than one Series of Notes has the same Maturity Date and the relevant Series each has an 

Extended Final Maturity Date specified in the applicable Final Terms then available monies will be 

applied by the Issuer to partially redeem each such series of Notes on a pro rata basis. 

(f) Redenomination 

Where redenomination is specified in the applicable Final Terms as being applicable, the Issuer may, 

without the consent of the VPS Noteholders but after prior consultation with the VPS Trustee and 

the VPS and at least 30 days' prior notice to the VPS Noteholders in accordance with Condition 9 

below, elect that, with effect from the Redenomination Date specified in the notice, the VPS Notes 

shall be redenominated in euro. 

The election will have effect as follows: 

(i) the VPS Notes shall be deemed to be redenominated in euro in the denomination of euro 

0.01 with a nominal amount for each VPS Note equal to the nominal amount of that VPS 

Note in the Specified Currency, converted into euro at the Established Rate, provided that, if 

the Issuer determines, with the agreement of the VPS Agent and the VPS Trustee, that the 

then market practice in respect of the redenomination in euro of internationally offered 

securities is different from the provisions specified above, such provisions shall be deemed 



 

 
0013726-0003830 ICM:27128339.10 204  
 

to be amended so as to comply with such market practice and the Issuer shall promptly 

notify the VPS Noteholders and the stock exchange (if any) on which the VPS Notes may be 

listed of such deemed amendments; 

(ii) save to the extent that an Exchange Notice has been given in accordance with paragraph (iii) 

below, the amount of interest due in respect of the VPS Notes will be calculated by 

reference to the aggregate nominal amount of VPS Notes outstanding for payment to the 

relevant holder and the amount of such payment shall be rounded down to the nearest euro 

0.01; 

(iii) if issued prior to the Redenomination Date, the payment obligations contained in any VPS 

Notes issued prior to the Redenomination Date will become void with effect from the date 

on which the Issuer gives notice (the Exchange Notice) that replacement euro-denominated 

VPS Notes will be exchanged for the existing VPS Notes although those VPS Notes will 

continue to constitute valid exchange obligations of the Issuer.  New euro-denominated VPS 

Notes will be issued in exchange for VPS Notes denominated in the Specified Currency in 

such manner as the VPS Agent may specify and as shall be notified to the VPS Noteholders 

in the Exchange Notice.  No Exchange Notice may be given less than 15 days prior to any 

date for payment of principal or interest on the VPS Notes; 

(iv) after the Redenomination Date, all payments in respect of the VPS Notes, other than 

payments of interest in respect of periods commencing before the Redenomination Date, 

will be made solely in euro as though references in the VPS Notes to the Specified Currency 

were to euro.  Payments will be made in euro by credit or transfer to a euro account (or any 

other account to which euro may be credited or transferred) specified by the payee; 

(v) if the VPS Notes are Fixed Rate Notes and interest for any period ending on or after the 

Redenomination Date is required to be calculated for a period ending other than on an 

Interest Payment Date, it will be calculated by applying the Rate of Interest to the aggregate 

outstanding nominal amount of the Notes and multiplying such sum by the applicable Day 

Count Fraction, and rounding the resultant figure to the nearest sub-unit of the relevant 

Specified Currency, half of any such sub-unit being rounded upwards or otherwise in 

accordance with applicable market convention; and 

(vi) if the VPS Notes are Floating Rate Notes, the applicable Final Terms will specify any 

relevant changes to the provisions relating to interest. 

5. REDEMPTION AND PURCHASE 

(a) Redemption at maturity 

Unless previously redeemed or purchased and cancelled as specified below, each VPS Note will be 

redeemed by the Issuer at its Final Redemption Amount (which shall be at least equal to the Nominal 

Amount of each Note) specified in the applicable Final Terms in the relevant Specified Currency on 

the Maturity Date.  

If an Extended Final Maturity Date is specified as applicable in the Final Terms for a Series of VPS 

Notes and the Issuer has failed to pay the Final Redemption Amount on the Maturity Date specified 

in the Final Terms, then (subject as provided below) payment of the unpaid amount by the Issuer 

shall be deferred until the Extended Final Maturity Date, provided that any amount representing all 

or part of the Final Redemption Amount due and remaining unpaid on the Maturity Date may be 

paid by the Issuer on any Interest Payment Date occurring thereafter up to (and including) the 

relevant Extended Final Maturity Date. 

The Issuer shall confirm to the rating agencies, the VPS Trustee and the VPS Agent and any relevant 

Swap Provider as soon as reasonably practicable, and in any event at least four business days in 
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London prior to the Maturity Date, of any inability of the Issuer to pay in full the Final Redemption 

Amount in respect of a Series of Notes on that Maturity Date.  Any failure by the Issuer to notify 

such parties (other than the VPS Agent) shall not affect the validity or effectiveness of the extension 

nor give rise to any rights in any such party under the Notes. 

Where the applicable Final Terms for a relevant Series of VPS Notes provide that such VPS Notes 

are subject to an Extended Final Maturity Date, such failure to pay by the Issuer on the Maturity 

Date shall not constitute a default in payment. 

(b) Redemption at the option of the Issuer (Issuer Call) 

If Issuer Call is specified in the applicable Final Terms, the Issuer may, having given not less than 15 

nor more than 30 days' notice to the VPS Noteholders in accordance with Condition 9 below (which 

notices shall be irrevocable and shall specify the date fixed for redemption), redeem all or some only 

of the VPS Notes then outstanding on any Optional Redemption Date and at the Optional 

Redemption Amount(s) specified in the applicable Final Terms together, if appropriate, with interest 

accrued to (but excluding) the relevant Optional Redemption Date.  Any such redemption must be of 

a nominal amount not less than the Minimum Redemption Amount or not more than the Maximum 

Redemption Amount, in each case as may be specified in the applicable Final Terms.  In the case of 

a partial redemption of VPS Notes, the VPS Notes to be redeemed (Redeemed VPS Notes) will be 

selected in accordance with the rules and procedures of the VPS in the relation to such VPS Notes, 

not more than 30 days prior to the date fixed for redemption (such date of selection being hereinafter 

called the Selection Date). 

(c) Redemption for tax reasons 

The VPS Notes may be redeemed at the option of the Issuer in whole, but not in part, at any time (if 

the VPS Note is not a Floating Rate Note) or on any Interest Payment Date (if the VPS Note is a 

Floating Rate Note), on giving not less than the minimum period and not more than the maximum 

period of notice specified in the applicable Final Terms to the VPS Trustee and, in accordance with 

Condition 9, the VPS Noteholders (which notice shall be irrevocable), if: 

(i) on the occasion of the next payment due under the VPS Notes, the Issuer has or will become 

obliged to pay additional amounts as provided or referred to in Condition 6 as a result of any 

change in, or amendment to, the laws or regulations of Norway or any authority therein 

having power to tax or any political subdivision thereof, or any change in the application or 

official interpretation of such laws or regulations, which change or amendment becomes 

effective on or after the date on which agreement is reached to issue the first Tranche of the 

VPS Notes; and 

(ii) such obligation cannot be avoided by the Issuer taking reasonable measures available to it,  

provided that no such notice of redemption shall be given earlier than 90 days prior to the earliest 

date on which the Issuer would be obliged to pay such additional amounts were a payment in respect 

of the VPS Notes then due. 

Prior to the publication of any notice of redemption pursuant to this Condition, the Issuer shall 

deliver to the VPS Trustee to make available at its specified office to the VPS Noteholders (i) a 

certificate signed by two Directors of the Issuer stating that the Issuer is entitled to effect such 

redemption and setting forth a statement of facts showing that the conditions precedent to the right of 

the Issuer so to redeem have occurred, and (ii) an opinion of independent legal advisers of 

recognised standing to the effect that the Issuer has or will become obliged to pay such additional 

amounts as a result of such change or amendment. 
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Notes redeemed pursuant to this Condition 5(c) will be redeemed at their Early Redemption Amount 

referred to in paragraph (e) below together (if appropriate) with interest accrued to (but excluding) 

the date of redemption. 

(d) Redemption at the option of the VPS Noteholders (Investor Put) 

If Investor Put is specified in the applicable Final Terms, upon the holder of any VPS Note giving to 

the Issuer in accordance with Condition 9 below not less than 15 nor more than 30 days' notice, the 

Issuer will, upon the expiry of such notice, redeem, subject to, and in accordance with, the terms 

specified in the applicable Final Terms, such VPS Note on the Optional Redemption Date and at the 

Optional Redemption Amount together, if appropriate, with interest accrued to (but excluding) the 

Optional Redemption Date. 

To exercise the right to require redemption of the VPS Notes, the holder of the VPS Notes, must, 

within the notice period, give notice (the Put Notice) to the VPS Agent of such exercise in 

accordance with the standard procedures of the VPS from time to time. 

Any Put Notice given by a holder of any VPS Note pursuant to this paragraph shall be irrevocable. 

(e) Early Redemption Amounts 

For the purpose of paragraphs (a) and (c) above, each VPS Note will be redeemed at the Early 

Redemption Amount calculated as follows: 

(i) in the case of a VPS Note with a Final Redemption Amount equal to the Issue Price of the 

First Tranche of the Series, at the Final Redemption Amount thereof; or 

(ii) in the case of a VPS Note with a Final Redemption Amount which is or may be less or 

greater than the Issue Price of the First Tranche of the Series, at the amount specified in the 

applicable Final Terms or, if no such amount or manner is so specified in the applicable 

Final Terms, at its nominal amount. 

(f) Purchases 

The Issuer or any Subsidiary of the Issuer may at any time purchase VPS Notes at any price in the 

open market or otherwise.   

(g) Cancellation 

All VPS Notes purchased by or on behalf of the Issuer or any of its Subsidiaries may be cancelled by 

causing such VPS Notes to be deleted from the records of the VPS. 

All VPS Notes which are redeemed will forthwith be cancelled in the same manner.  Any VPS Notes 

so cancelled may not be reissued or resold and the obligations of the Issuer in respect of any such 

VPS Notes shall be discharged. 

6. TAXATION 

All payments of principal and interest in respect of the VPS Notes by or on behalf of the Issuer will 

be made without withholding or deduction for or on account of any present or future taxes, duties, 

assessments or governmental charges of whatever nature imposed or levied by or on behalf of any 

Tax Jurisdiction unless such withholding or deduction is required by law. In such event, the Issuer 

will pay such additional amounts as shall be necessary in order that the net amounts received by the 

holders of the VPS Notes after such withholding or deduction shall equal the respective amounts of 

principal and interest which would otherwise have been receivable in respect of the VPS Notes, as 

the case may be, in the absence of such withholding or deduction; except that no such additional 

amounts shall be payable with respect to any VPS Note:  
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(i) presented for payment in Norway; or  

(ii) the holder of which is liable for such taxes, duties, assessments or governmental charges in 

respect of such VPS Note by reason of his having some connection with a Tax Jurisdiction 

other than the mere holding of such VPS Note; or  

(iii) presented for payment more than 30 days after the Relevant Date (as defined below) except 

to the extent that the holder thereof would have been entitled to an additional amount on 

presenting the same for payment on such thirtieth day assuming that day to have been a 

Payment Day (as defined in Condition 4(c)). 

As used herein,  

Tax Jurisdiction means the Kingdom of Norway or any political subdivision or any authority 

thereof or therein having power to tax; and  

Relevant Date means the date on which such payment first becomes due, except that, if the full 

amount of the moneys payable has not been duly received by the VPS Noteholders on or prior to 

such due date, it means the date on which, the full amount of such moneys having been so received, 

notice to that effect is duly given to the VPS Noteholders in accordance with Condition 9. 

Notwithstanding any other provision of the VPS Conditions, any amounts to be paid on the VPS 

Notes by or on behalf of the Issuer will be paid net of any deduction or withholding imposed or 

required pursuant to Sections 1471 through 1474 of the U.S. Internal Revenue Code (the Code), as 

amended, any current or future regulations or official interpretations thereof, any agreement entered 

into pursuant to Section 1471(b) of the Code, or any fiscal or regulatory legislation, rules or practices 

adopted pursuant to any intergovernmental agreement entered into in connection with the 

implementation of such Sections of the Code (or any law implementing such an intergovernmental 

agreement) (a FATCA Withholding Tax).  Neither the Issuer, nor any other person will be required 

to pay any additional amounts on account of any FATCA Withholding Tax. 

7. PRESCRIPTION 

The VPS Notes will become void unless presented for payment within a period of ten years (in the 

case of principal) and five years (in the case of interest) after the Relevant Date (as defined in 

Condition 15 below) therefor. 

8. TRANSFER AND EXCHANGE OF VPS NOTES 

(a) Transfers of interests in VPS Notes 

Settlement of sale and purchase transactions in respect of VPS Notes will take place two Oslo 

Business Days after the date of the relevant transaction.  VPS Notes may be transferred between 

accountholders at the VPS in accordance with the procedures and regulations, for the time being, of 

the VPS.  A transfer of VPS Notes which is held in the VPS through Euroclear or Clearstream, 

Luxembourg is only possible by using an account operator linked to the VPS. 

(b) Registration of transfer upon partial redemption 

In the event of a partial redemption of VPS Notes under Condition 5 above, the Issuer shall not be 

required to register the transfer of any VPS Note, or part of a VPS Note, called for partial 

redemption. 

(c) Costs of registration and administration of the Register 

VPS Noteholders will not be required to bear the costs and expenses of effecting any registration, 

transfer or administration in relation to the Register, except for any costs or expenses of delivery 
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other than by regular uninsured mail and except that the Issuer may require the payment of a sum 

sufficient to cover any stamp duty, tax or other governmental charge that may be imposed in relation 

to the registration. 

9. NOTICES 

Notices to the VPS Noteholders shall be valid if the relevant notice is given to the VPS for 

communication by it to the VPS Noteholders and, so long as the VPS Notes are listed on a stock 

exchange, the Issuer shall ensure that notices are duly published in a manner which complies with 

the rules of such exchange.  Any such notice shall be deemed to have been given on the date two 

days after delivery to the VPS. 

10. MEETINGS OF VPS NOTEHOLDERS AND MODIFICATION  

(a) Provisions with respect to Holders of VPS Notes 

The VPS Trustee Agreement contains provisions for convening meetings of the VPS Noteholders to 

consider any matter affecting their interests, including sanctioning by a majority of votes (as more 

fully set out in the VPS Trustee Agreement) the modification of the VPS Notes or any of the 

provisions of the VPS Trustee Agreement (or, in certain cases, sanctioning by a majority of 

two-thirds of votes).  Such a meeting may be convened by the VPS Trustee at the request of the 

Issuer, Oslo Børs, or by VPS Noteholders holding not less than 10 per cent. of the outstanding VPS 

Notes.   

The quorum at a meeting for passing a resolution is one or more persons holding at least 50 per cent. 

of the outstanding VPS Notes or at any adjourned meeting one or more persons being or representing 

VPS Noteholders whatever the nominal amount of the VPS Notes so held or represented, except that 

at any meeting the business of which includes the modification of certain provisions of the VPS 

Notes or the VPS Trustee Agreement (including modifying the date of maturity of the VPS Notes or 

any date for payment of interest thereof, reducing or cancelling the amount of principal or the rate of 

interest payable in respect of the VPS Notes or altering the currency of payment of the VPS Notes), 

the quorum shall be one or more persons holding or representing not less than two-thirds in 

aggregate nominal amount of the outstanding VPS Notes, or at any adjourned such meeting one or 

more persons holding or representing not less than one-third in aggregate nominal amount of the 

VPS Notes for the time being outstanding.  A resolution passed at any meeting of the VPS 

Noteholders shall be binding on all the VPS Noteholders, whether or not they are present at such 

meeting. 

(b) Modification 

The VPS Trustee Agreement provides that:  

(i) in order to make the following amendments, a majority of at least two-thirds of the votes 

cast in respect of Voting VPS Notes is required: 

(A) modification of the Maturity Date of the VPS Notes specified in the applicable Final 

Terms, or reduction or cancellation of the nominal amount payable upon maturity; 

(B) reduction or calculation of the amount payable, or modification of the payment date 

in respect of any interest in relation to the VPS Notes or variation of the method of 

calculating the rate of interest in respect of the VPS Notes; 

(C) reduction of any Minimum Interest Rate and/or Maximum Interest Rate specified in 

the applicable Final Terms; 
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(D) modification of the currency in which payments under the VPS Notes are to be 

made; 

(E) modification of the majority requirement to pass a resolution in respect of the 

matters listed in this paragraph (i); 

(F) any alteration of Clause 4.1(e) of the VPS Trustee Agreement (which sets out the 

matters for which a majority of two-thirds of votes is required); 

(G) the transfer of rights and obligations under the VPS Conditions and the VPS Trustee 

Agreement to another Issuer; and/or 

(H) a change of VPS Trustee; 

save as set out in Condition 10(b)(i) above, the VPS Trustee, without providing prior written notice 

to, or consultation with, the VPS Noteholders may make decisions binding on all VPS Noteholders 

relating to the VPS Conditions and the VPS Trustee Agreement provided that such decision is either 

(x) not detrimental to the rights and benefits of the affected VPS Noteholders in any material respect, 

(y) made solely for rectifying obvious errors and mistakes, or (z) required to be made pursuant to 

law, court order or other administrative decision. The VPS Trustee shall as soon as possible notify 

the VPS Noteholders of any proposal to make such amendments, setting out the date from which the 

amendment will be effective, unless such notice obviously is unnecessary. 

11. VPS TRUSTEE 

The VPS Trustee Agreement contains provisions for the indemnification of the VPS Trustee and for 

its relief from responsibility, including provisions relieving it from taking action unless indemnified 

and/or secured to its satisfaction.  VPS Noteholders are deemed to have accepted and will be bound 

by the Conditions and the terms of the VPS Trustee Agreement. 

12. FURTHER ISSUES 

The Issuer shall be at liberty from time to time without the consent of the VPS Noteholders to create 

and issue further notes having terms and conditions the same as the VPS Notes or the same in all 

respects save for the amount and date of the first payment of interest thereon and the date from 

which interest starts to accrue and so that the same shall be consolidated and form a single Series 

with the outstanding VPS Notes. 

13. CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999 

No rights are conferred on any person under the Contracts (Rights of Third Parties) Act 1999 to 

enforce any term of this VPS Note, but this does not affect any right or remedy of any person which 

exists or is available apart from the Contracts (Rights of Third Parties) Act 1999. 

14. GOVERNING LAW AND SUBMISSION TO JURISDICTION  

(a) Governing law 

The VPS Notes and any non-contractual obligations arising out of or in connection with the VPS 

Notes are governed by, and shall be construed in accordance with, English law, save as to 

Conditions 2(a), 8, 9, 10 and 11 above which are governed by and shall be construed in accordance 

with Norwegian law.  The VPS Trustee Agreement and VPS Agency Agreement are governed by 

and shall be construed in accordance with Norwegian law. 

VPS Notes must comply with the Norwegian Securities Act of 5 July 2002 No. 64, as amended from 

time to time, and the holders of VPS Notes will be entitled to the rights and are subject to the 

obligations and liabilities which arise under this Act and any related regulations and legislation. 
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(b) Submission to jurisdiction 

The Issuer agrees, for the exclusive benefit of the Paying Agents and the VPS Noteholders, that the 

courts of England and Wales are to have jurisdiction to settle any disputes which may arise out of or 

in connection with the VPS Notes (including a dispute relating to any non-contractual obligations 

arising out of or in connection with the VPS Notes) and that accordingly any suit, action or 

proceedings (together referred to as Proceedings) arising out of or in connection with the VPS 

Agency Agreement and the VPS Notes (including any Proceedings relating to any non-contractual 

obligations arising out of or in connection with the VPS Agency Agreement and the VPS Notes) 

may be brought in such courts.  

The Issuer hereby irrevocably waives any objection which it may have now or hereafter to the laying 

of the venue of any such Proceedings in any such court and any claim that any such Proceedings 

have been brought in an inconvenient forum and hereby further irrevocably agrees that a judgment in 

any such Proceedings brought in the English courts shall be conclusive and binding upon it and may 

be enforced in the courts of any other jurisdiction.  

The Issuer agrees, for the exclusive benefit of the VPS Trustee and the VPS Noteholders, that the 

courts of Norway are to have jurisdiction to settle any disputes which may arise out of, or in 

connection with, the VPS Trustee Agreement.  

Nothing contained in this Condition 14 shall limit any right to take Proceedings against the Issuer in 

any other court of competent jurisdiction, nor shall the taking of Proceedings in one or more 

jurisdictions preclude the taking of Proceedings in any other jurisdiction, whether concurrently or 

not. 

(c) Appointment of Process Agent 

The Issuer appoints DNB Bank ASA, London Branch at its registered office at 8th Floor, The 

Walbrook Building, 25 Walbrook, London, EC4N 8AF, England as its agent for service of process 

in England, and undertakes that, in the event of DNB Bank ASA, London Branch ceasing so to act 

or ceasing to be registered in England, it will appoint another person as its agent for service of 

process in England in respect of any Proceedings.  Nothing herein shall affect the right to serve 

proceedings in any other manner permitted by law. 

15. DEFINITIONS 

In these VPS Conditions the following words shall have the following meanings: 

Agency Agreement means an agency agreement dated 30 August 2007 between the Issuer and the 

agents named therein, as amended and/or supplemented and/or restated from time to time; 

Calculation Agency Agreement in relation to any Series of VPS Notes requiring a calculation agent 

(as specified in the applicable Final Terms) means an agreement in or substantially in the form of 

Schedule 1 to the Agency Agreement; 

Calculation Agent means, in relation to the VPS Notes of any Series requiring a calculation agent 

(as specified in the applicable Final Terms), (i) the person appointed as calculation agent in relation 

to the VPS Notes by the Issuer pursuant to the provisions of a Calculation Agency Agreement (or 

any other agreement) and shall include any successor calculation agent appointed in respect of the 

VPS Notes, or (ii) the Principal Paying Agent if specified as such in the applicable Final Terms; 

Calculation Amount means, in relation to any Series of VPS Notes, the amount specified in the 

applicable Final Terms to calculate Fixed Coupon Amount(s), Broken Amount(s), the relevant Final 

Redemption Amount and the relevant Early Redemption Amount (as applicable); 
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CIBOR means the Copenhagen inter-bank offered rate; 

CITA means the Copenhagen t/n Interest Average; 

Cover Pool means all the Issuer's assets that from time to time form part of a Cover Pool created in 

accordance with and subject to Section 11-8 of the Act and to the Regulations; 

Currency Swap means each currency swap which enables the Issuer to hedge currency risks arising 

from (a) Notes which are issued in currencies other than NOK, and (b) assets (other than loans) 

which are registered to the Cover Pool and are denominated in currencies other than NOK; 

Currency Swap Agreement means the ISDA Master Agreement, schedule and confirmation(s) (as 

amended and supplemented from time to time) relating to the Currency Swap(s) entered into from 

time to time between the Issuer and each Currency Swap Provider; 

Currency Swap Provider means any third party counterparty in its capacity as currency swap 

provider under a Currency Swap Agreement; 

Distribution Compliance Period means the period that ends 40 days after the completion of the 

distribution of the relevant Tranche of Notes, as certified by the relevant Dealer (in the case of a 

non-syndicated issue) or the relevant Lead Manager (in the case of a syndicated issue); 

EONIA means the Euro Overnight Index Average; 

Established Rate means the rate for the conversion of the Specified Currency (including 

compliance with rules relating to roundings in accordance with applicable European Community 

regulations) into euro established by the Council of the European Union pursuant to Article 123 of 

the Treaty;  

EURIBOR means the Euro-zone inter-bank offered rate; 

euro means the currency introduced at the start of the third stage of European economic and 

monetary union pursuant to the Treaty; 

Exchange means, for the purpose of these VPS Conditions, the Oslo Stock Exchange (Oslo Børs); 

Extended Final Maturity Date means, in relation to any Series of VPS Notes, the date if any 

specified as such in the applicable Final Terms to which the payment of all or (as applicable) part of 

the Final Redemption Amount payable on the Maturity Date will be deferred in the event that the 

Final Redemption Amount is not paid in full on the Maturity Date;  

Fixed Rate Note means a VPS Note on which interest is calculated at a fixed rate payable in arrear 

on one or more Interest Payment Dates in each year as may be agreed between the Issuer and the 

relevant Dealer, as indicated in the applicable Final Terms; 

Floating Rate Note means a VPS Note on which interest is calculated at a floating rate, payable in 

arrear on one or more Interest Payment Dates in each year as may be agreed between the Issuer and 

the relevant Dealer, as indicated in the applicable Final Terms; 

HIBOR means the Hong Kong inter-bank offered rate; 

Interest Commencement Date means, in the case of interest-bearing VPS Notes, the date specified 

in the applicable Final Terms from and including which the VPS Notes bear interest, which may or 

may not be the Issue Date; 
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Interest Rate Swap means each single currency interest rate swap which enables the Issuer to hedge 

the Issuer's interest rate risks in NOK and/or other currencies to the extent that they have not been 

hedged by a Currency Swap; 

Interest Rate Swap Agreement means the ISDA Master Agreement, schedule and confirmation(s) 

(as amended and supplemented from time to time) relating to the Interest Rate Swap(s) entered into 

from time to time between the Issuer and each Interest Rate Swap Provider; 

Interest Rate Swap Provider means any third-party counterparty in its capacity as interest rate 

swap provider under an Interest Rate Swap Agreement;  

Issue Date means, in respect of any VPS Note, the date of issue and purchase of the VPS Note; 

LIBOR means the London inter-bank offered rate; 

Moody's means Moody's Investors Service Limited (or its successor); 

NIBOR means the Norwegian inter-bank offered rate; 

Oslo Business Days means those days on which commercial banks and foreign exchange markets 

settle payments and are open for general business (including dealing in foreign exchange and foreign 

currency deposits) in Oslo; 

outstanding means, in relation to the VPS Notes of any Series, all the VPS Notes issued other than: 

(a) those VPS Notes which have been redeemed and cancelled pursuant to the VPS Conditions; 

(b) those VPS Notes in respect of which the date for redemption in accordance with the VPS 

Conditions has occurred and the redemption monies (including all interest (if any) accrued 

to the date for redemption and any interest (if any) payable under the VPS Conditions after 

that date) have been duly paid to, or to the order of, the VPS Agent in the manner provided 

in these VPS Conditions and the VPS Agency Agreement (and where appropriate notice to 

that effect has been given to the VPS Noteholders in accordance with the VPS Conditions) 

and remain available for payment of the relevant VPS Notes; 

(c) those VPS Notes which have been purchased and cancelled in accordance with the VPS 

Conditions; and 

(d) those VPS Notes in respect of which claims have become prescribed under the VPS 

Conditions, 

provided that for the purpose of: 

(i) attending and voting at any meeting of the VPS Noteholders of the Series; and 

(ii) determining how many and which VPS Notes of the Series are for the time being 

outstanding for the purposes of Condition 3 and the noteholder meetings provisions set out 

in the VPS Trustee Agreement, 

those VPS Notes (if any) which are for the time being held by or for the benefit of the Issuer or any 

Subsidiary of the Issuer shall (unless and until ceasing to be so held) be deemed not to remain 

outstanding; 

Rating Agencies means Moody's Investors Service Limited (or its successor) and Fitch Ratings Ltd 

(or its successor); 
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records of the VPS means the records that the VPS holds for its customers which reflect the amount 

of such customers' interests in the VPS Notes;  

Redenomination Date means (in the case of interest-bearing VPS Notes) any date for payment of 

interest under the VPS Notes; 

Reference Banks means, in the case of a determination of a Reference Rate, the principal office of 

four major banks in the relevant financial centre specified in the applicable Final Terms, in each case 

selected by the Calculation Agent or as specified in the applicable Final Terms; 

Reference Rate means LIBOR, EURIBOR, NIBOR, CIBOR, CITA, EONIA, HIBOR, SIBOR, 

STIBOR or TIBOR as specified in the applicable Final Terms; 

Register means the register of covered bonds of the Issuer required to be maintained pursuant to the 

Act and the Regulations; 

Relevant Date means the date on which a payment first becomes due, except that, if the full amount 

of the monies payable has not been duly received by the Principal Paying Agent on or prior to such 

due date, it means the date on which, the full amount of such monies having been so received, notice 

to that effect is duly given to the VPS Noteholders in accordance with Condition 9 above; 

Relevant Notes means all VPS Notes where the applicable Final Terms provide for a minimum 

Specified Denomination in the Specified Currency which is equivalent to at least €100,000 and 

which are admitted to trading on a regulated market in the European Economic Area;  

Specified Time means 11.00 a.m. local time in the relevant financial centre specified in the 

applicable Final Terms; 

SIBOR means the Singapore inter-bank offered rate; 

STIBOR means the Stockholm inter-bank offered rate; 

Subsidiary means in relation to any person (the first person) at any particular time, any other 

person (the second person): 

(a) whose affairs and policies the first person controls or has the power to control, whether by 

ownership of share capital, contract, the power to appoint or remove members of the 

governing body of the second person or otherwise; or 

(b) whose financial statements are, in accordance with applicable law and generally accepted 

accounting principles, consolidated with those of the first person;  

Swap Agreement means each Interest Rate Swap Agreement and each Currency Swap Agreement; 

Swap Providers means each Currency Swap Provider and each Interest Rate Swap Provider; 

Swaps means any Currency Swap and/or any Interest Rate Swap;  

TIBOR means the Tokyo inter-bank offered rate; and  

Treaty means the Treaty on the functioning of the European Union, as amended. 
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OVERVIEW OF THE SWAP AGREEMENTS 

Currency Swap Agreements 

The Issuer will enter into Currency Swaps from time to time with Currency Swap Providers by executing 

ISDA Master Agreement(s) (including schedules, confirmations and, in each case, a credit support annex) 

(each such agreement, a Currency Swap Agreement and each of the transactions thereunder, a Currency 

Swap), in order to hedge currency risks arising between (a) Notes issued in currencies other than NOK, and 

(b) assets forming part of the Cover Pool but denominated in NOK, subject always to the requirements as 

referred to in "Overview of the Norwegian Legislation Regarding Covered Bonds (obligasjoner med 

fortrinnsrett)" above.  Where the Issuer enters into Currency Swaps with the same counterparty, these may 

be entered into under the same ISDA Master Agreement. 

Ratings downgrade 

Under each of the Currency Swap Agreements, in the event that the relevant rating(s) of a Currency Swap 

Provider are downgraded by a rating agency below the rating(s) specified in the relevant Currency Swap 

Agreement (in accordance with the requirements of the rating agencies) for such Currency Swap Provider, 

the relevant Currency Swap Provider will, in accordance with the relevant Currency Swap Agreement, be 

required to take certain remedial measures which may include providing additional collateral for its 

obligations under the relevant Currency Swap, arranging for its obligations under the relevant Currency 

Swap to be transferred to an entity with the rating(s) required by the relevant rating agency as specified in 

the relevant Currency Swap Agreement (in accordance with the requirements of the relevant rating agency), 

procuring another entity with the rating(s) required by the relevant rating agency as specified in the relevant 

Currency Swap Agreement (in accordance with the requirements of the relevant rating agency) to become a 

co-obligor or guarantor, as applicable, in respect of its obligations under the relevant Currency Swap 

Agreement or taking some other action as it may agree with the relevant rating agency. 

Termination events 

The Currency Swap Agreements will or may be terminated under certain circumstances, including the 

following: 

● at the option of one party to the relevant Currency Swap Agreement, if there is a failure by the other 

party to pay any amounts due under that Currency Swap Agreement and any applicable grace period 

has expired; 

● at the option of the Issuer, upon the occurrence of an insolvency of the relevant Currency Swap 

Provider or its guarantor, or the merger of the relevant Currency Swap Provider without an 

assumption of its obligations under the relevant Currency Swap Agreement, or if a material 

misrepresentation is made by the relevant Currency Swap Provider under the Currency Swap 

Agreement, or if the relevant Currency Swap Provider defaults under an over-the-counter derivatives 

transaction under another agreement between the Issuer and such Currency Swap Provider or if a 

breach of a provision of the relevant Currency Swap Agreement by the Currency Swap Provider is 

not remedied within the applicable grace period; 

● if a change in law results in the obligations of one party becoming illegal or if a force majeure event 

occurs; 

● if withholding taxes are imposed on payments by the Issuer or by the relevant Currency Swap 

Provider under the relevant Currency Swap Agreement due to a change in law; and 

● if the relevant Currency Swap Provider or its guarantor, as applicable, is downgraded and fails to 

comply with the requirements of the ratings downgrade provisions contained in the relevant 

Currency Swap Agreement and described above under "Ratings downgrade". 
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A non-payment event described in the first point above will only occur in relation to the Issuer if it has 

sufficient cash constituting substitute assets to make payments due to the Currency Swap Provider but it does 

not make those payments.  In all other circumstances, if the amount paid by the Issuer to the Currency Swap 

Provider is less than would ordinarily be paid, this will not give rise to a termination right, but rather the 

obligation of the Currency Swap Provider to pay an amount back to the Issuer will be reduced by a 

corresponding amount (both such payments, the Reduced Payments) and the obligation of both parties to 

pay the difference between the Reduced Payments and the amounts that would ordinarily have been paid will 

be deferred. 

In addition, the bankruptcy administrator may terminate the Currency Swaps in whole or in part in 

accordance with the Norwegian legislation.   

Upon the occurrence of a swap early termination event, the Issuer or the relevant Currency Swap Provider 

may be liable to make a termination payment to the other.  The amount of any termination payment will be 

based on a good faith determination of total losses and costs (or gains) as to the cost of entering into a swap 

with terms and conditions that would have the effect of preserving the economic equivalent of the respective 

full payment obligations of the parties (which may be determined following consideration of quotations 

sought from leading dealers, relevant market data and information from internal sources), and will include 

any unpaid amounts that became due and payable prior to termination.  Any such termination payment could 

be substantial and may affect the funds available to pay amounts due to the Noteholders. 

Noteholders will not receive extra amounts (over and above the interest and principal payable on the Notes) 

as a result of the Issuer receiving a termination payment from a Currency Swap Provider. 

Transfer 

Each Currency Swap Provider may, subject to certain conditions specified in the relevant Currency Swap 

Agreement, transfer its obligations under any Currency Swap Agreement to another entity. 

Taxation 

The Currency Swap Provider may be obliged to gross up payments made by it to the Issuer if withholding 

taxes are imposed on payments made under a Currency Swap.  However, if, due to a change in law, the 

Currency Swap Provider is required to gross up a payment under a Currency Swap or to receive a payment 

under a Currency Swap from which an amount has been deducted or withheld, the Currency Swap Provider 

may terminate the relevant Currency Swap. 

The Currency Swap Agreements will be governed by English law. 

The Currency Swap Provider will rank pari passu with the Noteholders in respect of their claims against the 

Issuer in respect of assets registered to the Cover Pool.  

Interest Rate Swap Agreements 

The Issuer may also, from time to time, enter into additional interest rate swaps with Interest Rate Swap 

Providers by executing an ISDA Master Agreement (including schedules, confirmations and, in each case, a 

credit support annex) (each such agreement, an Interest Rate Swap Agreement and each of the transactions 

thereunder, an Interest Rate Swap), in order to hedge the Issuer's interest rate risks in NOK and/or other 

currencies to the extent that these have not already been hedged by the Currency Swap, subject always to the 

requirements as referred to in "Overview of the Norwegian Legislation Regarding Covered Bonds 

(obligasjoner med fortrinnsrett)" above.  Where the Issuer enters into Interest Rate Swaps with the same 

counterparty, these may be entered into under the same ISDA Master Agreement. 
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Ratings downgrade  

Under each of the Interest Rate Swap Agreements, in the event that the relevant rating(s) of an Interest Rate 

Swap Provider are downgraded by a rating agency below the rating(s) specified in the relevant Interest Rate 

Swap Agreement (in accordance with the requirements of the rating agencies) for such Interest Rate Swap 

Provider, the relevant Interest Rate Swap Provider will, in accordance with the relevant Interest Rate Swap 

Agreement, be required to take certain remedial measures which may include providing additional collateral 

for its obligations under the relevant Interest Rate Swap, arranging for its obligations under the relevant 

Interest Rate Swap to be transferred to an entity with the rating(s) required by the relevant rating agency as 

specified in the relevant Interest Rate Swap Agreement (in accordance with the requirements of the relevant 

rating agency), procuring another entity with rating(s) as specified in the relevant Interest Rate Swap 

Agreement (in accordance with the requirements of the relevant rating agency) to become a co-obligor or 

guarantor, as applicable, in respect of its obligations under the relevant Interest Rate Swap Agreement or 

taking some other action as it may agree with the relevant rating agency. 

Termination events 

The Interest Rate Swap Agreements will or may be terminated under certain circumstances, including the 

following: 

● at the option of one party to the relevant Interest Rate Swap Agreement, if there is a failure by the 

other party to pay any amounts due under that Interest Rate Swap Agreement and any applicable 

grace period has expired; 

● at the option of the Issuer, upon the occurrence of an insolvency of the relevant Interest Rate Swap 

Provider or its guarantor, or the merger of the relevant Interest Rate Swap Provider without an 

assumption of its obligations under the relevant Interest Rate Swap Agreement, or if a material 

misrepresentation is made by the relevant Interest Rate Swap Provider under the Interest Rate Swap 

Agreement, or if the relevant Interest Rate Swap Provider defaults under an over-the-counter 

derivatives transaction under another agreement between the Issuer and such Interest Rate Swap 

Provider or if a breach of a provision of the relevant Interest Rate Swap Agreement by the Interest 

Rate Swap Provider is not remedied within the applicable grace period; 

● if a change in law results in the obligations of one party becoming illegal or if a force majeure event 

occurs; 

● if withholding taxes are imposed on payments by the Issuer or by the relevant Interest Rate Swap 

Provider under the relevant Interest Rate Swap Agreement due to a change in law; and 

● if the relevant Interest Rate Swap Provider, or its guarantor, as applicable, is downgraded and fails to 

comply with the requirements of the ratings downgrade provisions contained in the relevant Interest 

Rate Swap Agreement and described above under "Ratings downgrade". 

In addition, the bankruptcy administrator may terminate the Interest Rate Swaps in whole or in part in 

accordance with the Norwegian legislation.  

Upon the occurrence of a swap early termination event, the Issuer or the relevant Interest Rate Swap 

Provider may be liable to make a termination payment to the other.  The amount of any termination payment 

will be based on a good faith determination of total losses and costs (or gains) as to the cost of entering into a 

swap with terms and conditions that would have the effect of preserving the economic equivalent of the 

respective full payment obligations of the parties (which may be determined following consideration of 

quotations sought from leading dealers, relevant market data and information from internal sources), and will 

include any unpaid amounts that became due and payable prior to termination.  Any such termination 

payment could be substantial and may affect the funds available to pay amounts due to the Noteholders. 
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Noteholders will not receive extra amounts (over and above the interest and principal payable on the Notes) 

as a result of the Issuer receiving a termination payment from an Interest Rate Swap Provider.  

Transfer 

Each Interest Rate Swap Provider may, subject to certain conditions specified in the relevant Interest Rate 

Swap Agreement, transfer its obligations under any Interest Rate Swap to another entity. 

Taxation 

The Interest Rate Swap Provider may be obliged to gross up payments made by it to the Issuer if withholding 

taxes are imposed on payments made under an Interest Rate Swap.  However, if, due to a change in law, the 

Interest Rate Swap Provider is required to gross up a payment under an Interest Rate Swap or to receive a 

payment under an Interest Rate Swap from which an amount has been deducted or withheld, the Interest Rate 

Swap Provider may terminate the relevant Interest Rate Swaps.  

The Interest Rate Swap Agreements will be governed by English law. 

The Interest Rate Swap Providers will rank pari passu with the Noteholders in respect of their claims against 

the Issuer in respect of assets registered to the Cover Pool. 

Eligibility Criteria for Swap Providers 

The Issuer will only enter into Swaps with entities which are "qualified counterparties" for the purposes of 

the Act. 
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TAXATION 

The following is a general description of certain Norwegian, Luxembourg, participating Member States (as 

defined below) and United States tax considerations relating to the Notes.  It does not purport to be a 

complete analysis of all tax considerations relating to the Notes.  Prospective purchasers of Notes should 

consult their tax advisers as to the consequences under the tax laws of the country of which they are resident 

for tax purposes and the tax laws of Norway, Luxembourg, those participating Member States (as defined 

below) and United States of acquiring, holding and disposing of Notes and receiving payments of interest, 

principal and/or other amounts under the Notes.  This overview is based upon the law as in effect on the date 

of this Base Prospectus and is subject to any change in law that may take effect after such date. 

Norwegian Taxation 

The statements herein regarding taxation are based on the laws in force in Norway as of the date of this Base 

Prospectus and are subject to any changes in law occurring after such date. Such changes could be made on a 

retrospective basis. The following summary does not purport to be a comprehensive description of all the tax 

considerations that may be relevant to a decision to purchase, own or dispose of the Notes under the 

Programme. Investors are advised to consult their own tax advisors concerning the overall tax consequences 

of their ownership of such Notes. 

Norwegian Taxation – non-residents 

Introduction 

The tax consequences described below apply to Noteholders who are not tax resident in Norway. In the 

following paragraphs, it is assumed that the Notes are held in the form of bearer bonds or debentures 

(mengdegjeldsbrev). 

Taxation on Interest 

Interest paid to a non-resident holder of Notes will not be subject to Norwegian income or withholding tax.  

Such holder of Notes may, however, be subject to taxation if the holding of Notes is effectively connected 

with a business carried on by the holder of Notes in Norway. 

Such tax liability may be modified through an applicable tax treaty. 

In a white paper to the Norwegian Parliament in October 2015 (Meld. St. 4 (2015-2016)), the Government 

advised that it will look further into the possible introduction of a Norwegian withholding tax on interest. A 

detailed proposal is expected to be submitted for public consultation when ready. 

Taxation of Capital Gains 

A non-resident holder of Notes is not taxed in Norway on gains derived from the sale, disposal or 

redemption of the Notes.  Such holder of Notes may, however, be subject to taxation if the holding of Notes 

is effectively connected with a business carried on by the holder of Notes in Norway. 

Such tax liability may be modified through an applicable tax treaty. 

Wealth Tax 

Norway does not levy any property tax or similar taxes on the Notes. 

An individual non-resident holder of Notes is not subject to wealth tax, unless the holding of Notes is 

effectively connected with a business carried on by the holder of Notes in Norway. 

Such tax liability may be modified through an applicable tax treaty. 
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Transfer Tax 

There is currently no Norwegian transfer tax on the transfer of Notes. 

Norwegian Taxation – Norwegian residents 

Introduction 

The tax consequences described below apply to Noteholders who are tax resident in Norway (Norwegian 

Noteholders). 

Again, it is assumed that the Notes are held in the form of bearer bonds or debentures (mengdegjeldsbrev). 

Taxation of interest 

For Norwegian Noteholders, interest on bonds (such as the Notes) is taxable as "ordinary income" subject to 

a flat rate of 24 per cent.  This applies irrespective of whether the Norwegian Noteholders are individuals or 

corporations.  For Norwegian taxpayers with a statutory obligation to keep accounting records, interest is 

taxed on an accruals basis (i.e. regardless of when the return is actually paid).  For other Norwegian 

taxpayers accrued interest is, as a general rule, taxed when the interest is actually paid.  

Taxation upon disposal or redemption of the Notes  

Redemption at the relevant Maturity Date of the Notes, as well as prior disposal of the Notes, is treated as a 

realisation of such Notes and will trigger a capital gain or loss for Norwegian Noteholders under Norwegian 

tax law.  Capital gains will be taxable as "ordinary income" subject to the flat rate of 24 per cent.  Losses 

will be deductible from a Norwegian Noteholder's "ordinary income" which is taxed at the same rate.  

Any capital gain or loss is computed as the difference between the amount received by the Norwegian 

Noteholder on realisation and the cost price of the Notes.  The cost price is equal to the price for which the 

Norwegian Noteholder acquired the Notes.  Costs incurred in connection with the acquisition and realisation 

of the Notes may be deducted from a Norwegian Noteholder's taxable income in the year of the realisation.  

Net wealth taxation  

The value of the Notes held by a Norwegian Noteholder at the end of each income year will be included in 

the computation of his or her taxable net wealth for municipal and state net wealth tax purposes.  Under 

Norwegian tax law, listed notes are valued at their quoted value on 1 January in the relevant assessment year.  

The marginal rate of net wealth tax is 0.85 per cent. for net worth above a minimum threshold of NOK 

1,480,000. 

Limited liability companies and certain similar entities are exempt from net wealth taxation.  

Transfer taxes etc. VAT  

No transfer taxes, stamp duty or similar taxes are currently imposed in Norway on the purchase, disposal or 

redemption of securities such as the Notes.  Furthermore, there will be no VAT payable in Norway on the 

transfer of the Notes.  

Inheritance and gift tax 

With effect as of the fiscal year 2014, Norway does not impose any inheritance or gift tax. 

Luxembourg Taxation 

The following information is of a general nature only and is based on the laws presently in force in 

Luxembourg, though it is not intended to be, nor should it be construed to be, legal or tax advice. The 
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information contained within this section is limited to Luxembourg withholding tax issues and prospective 

investors in the Notes should therefore consult their own professional advisers as to the effects of state, local 

or foreign laws, including Luxembourg tax law, to which they may be subject. 

Please be aware that the residence concept used under the respective headings below applies for 

Luxembourg income tax assessment purposes only. Any reference in the present section to a withholding tax 

or a tax of a similar nature, or to any other concepts, refers to Luxembourg tax law and/or concepts only. 

Withholding Tax 

(i) Non-resident holders of Notes 

Under Luxembourg general tax laws currently in force, there is no withholding tax on payments of principal, 

premium or interest made to non-resident holders of Notes, nor on accrued but unpaid interest in respect of 

the Notes, nor is any Luxembourg withholding tax payable upon redemption or repurchase of the Notes held 

by non-resident holders of Notes. 

(ii) Resident holders of Notes 

Under Luxembourg general tax laws currently in force and subject to the law of 23 December 2005, as 

amended (the Relibi Law), there is no withholding tax on payments of principal, premium or interest made 

to Luxembourg resident holders of Notes, nor on accrued but unpaid interest in respect of Notes, nor is any 

Luxembourg withholding tax payable upon redemption or repurchase of Notes held by Luxembourg resident 

holders of Notes. 

Under the Relibi Law, payments of interest or similar income made or ascribed by a paying agent established 

in Luxembourg to an individual beneficial owner who is a resident of Luxembourg will be subject to a 

withholding tax of currently 20%. Such withholding tax will be in full discharge of income tax if the 

beneficial owner is an individual acting in the course of the management of his/her private wealth. 

Responsibility for the withholding of the tax will be assumed by the Luxembourg paying agent. Payments of 

interest under the Notes coming within the scope of the Relibi Law will be subject to a withholding tax at a 

rate of currently 20 %. 

Proposed Financial Transactions Tax for participating Member States 

On 14 February 2013, the European Commission published the Commission's proposal for a Directive for a 

common financial transactions tax (FTT) in Belgium, Germany, Estonia, Greece, Spain, France, Italy, 

Austria, Portugal, Slovenia and Slovakia (the participating Member States).  Estonia has since stated that it 

will not participate. 

The Commission's proposal has very broad scope and could, if introduced, apply to certain dealings in the 

Notes (including secondary market transactions) in certain circumstances.  Primary market transactions 

referred to in Article 5(c) of Regulation (EC) No 1287/2006 are expected to be exempt. 

Under the Commission's proposals, the FTT could apply in certain circumstances to persons both within and 

outside of the participating Member States.  Generally, it would apply to certain dealings in the Notes where 

at least one party is a financial institution and at least one party is established in a participating Member 

State.  A financial institution may be, or be deemed to be, "established" in a participating Member State in a 

broad range of circumstances, including (a) by transacting with a person established in a participating 

Member State, or (b) where the financial instrument which is subject to the dealings is issued in a 

participating Member State. 

However, the FTT proposal remains subject to negotiation between the participating member states.  It may 

therefore be altered prior to any implementation, the timing of which remains unclear.  Additional EU 

Member States may decide to participate.  
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Prospective holders of the Notes are advised to seek their own professional advice in relation to the FTT. 

Certain U.S. Federal Income Tax Considerations 

The following is an overview of certain U.S. federal income tax considerations relevant to U.S. Holders (as 

defined below) acquiring, holding and disposing of Notes.  This overview addresses only the U.S. federal 

income tax considerations for initial purchasers of Notes at original issuance at their issue price (as defined 

below) that will hold the Notes as capital assets (generally, property held for investment).  This overview is 

based on the U.S. Internal Revenue Code of 1986, as amended (the Code), final, temporary and proposed 

U.S. Treasury regulations, administrative and judicial interpretations, all as of the date hereof and all of 

which are subject to change, possibly with retroactive effect. 

This overview does not address the material U.S. federal income tax consequences of every type of Note 

which may be issued under the Programme, and the relevant Final Terms may contain additional or modified 

disclosure concerning the material U.S. federal income tax consequences relevant to such type of Note as 

appropriate.  This overview does not discuss all aspects of U.S. federal income taxation that may be relevant 

to investors in light of their particular circumstances, such as investors subject to special tax rules (including, 

without limitation: (i) financial institutions; (ii) insurance companies; (iii) dealers or traders in stocks, 

securities, or currencies or notional principal contracts; (iv) regulated investment companies; (v) real estate 

investment trusts; (vi) tax-exempt organisations; (vii) partnerships, pass-through entities, or persons that hold 

Notes through pass-through entities; (viii) investors that hold Notes as part of a straddle, hedge, conversion, 

constructive sale or other integrated transaction for U.S. federal income tax purposes; (ix) U.S. Holders that 

have a functional currency other than the U.S. dollar, and (x) U.S. expatriates and former long-term residents 

of the United States), all of whom may be subject to tax rules that differ significantly from those summarised 

below.  This overview does not address U.S. federal estate, gift, Medicare tax on net investment income or 

alternative minimum tax considerations, or non-U.S., state or local tax considerations.  This discussion 

applies only to holders of Registered Notes.  Bearer Notes are not being offered to U.S. Holders.  A U.S. 

Holder who owns a Bearer Note may be subject to limitations under U.S. federal income tax laws, including 

the limitations provided in Sections 165(j) and 1287 of the Code.  

For the purposes of this overview, a "U.S. Holder" is a beneficial owner of Notes that is for U.S. federal 

income tax purposes (i) an individual who is a citizen or resident of the United States, (ii) a corporation 

created in, or organised under the laws of, the United States or any state thereof, including the District of 

Columbia, (iii) an estate the income of which is includible in gross income for U.S. federal income tax 

purposes regardless of its source, or (iv) a trust the administration of which is subject to the primary 

supervision of a U.S. court and which has one or more United States persons who have the authority to 

control all substantial decisions of the trust, or the trust has validly elected to be treated as a domestic trust 

for U.S. federal income tax purposes. 

The U.S. federal income tax treatment of a partner in an entity treated as a partnership for U.S. federal 

income tax purposes that holds Notes will depend on the status of the partner and the activities of the 

partnership.  Prospective purchasers that are entities treated as partnerships for U.S. federal income tax 

purposes should consult their tax adviser concerning the U.S. federal income tax consequences to them and 

their partners of the acquisition, ownership and disposition of Notes by the partnership. 

This overview should be read in conjunction with any discussion of U.S. federal income tax consequences in 

the applicable Final Terms.  To the extent there is any inconsistency in the discussion of U.S. tax 

consequences to holders between this Base Prospectus and the applicable Final Terms, holders should rely 

on the tax consequences described in the applicable Final Terms instead of this Base Prospectus.  The 

following disclosure applies only to Notes that are properly treated as debt for U.S. federal income tax 

purposes.  
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Payments of Interest 

General 

Interest on a Note, whether payable in U.S. dollars or a currency other than U.S. dollars (a foreign 

currency), other than interest on a "Discount Note" that is not "qualified stated interest" (each as defined 

below under "Original Issue Discount – General"), will be taxable to a U.S. Holder as ordinary income at 

the time it is received or accrued, in accordance with the holder's method of accounting for tax purposes.  

Interest paid by the Issuer on the Notes and original issue discount (OID), if any, accrued with respect to the 

Notes (as described below under "Original Issue Discount") will generally constitute income from sources 

outside the United States.  

Foreign Currency Denominated Interest 

If a qualified stated interest payment is denominated in, or determined by reference to, a foreign currency, 

the amount of income recognised by a cash-basis U.S. Holder will be the U.S. dollar value of the interest 

payment, based on the exchange rate in effect on the date of receipt, regardless of whether the payment is in 

fact converted into U.S. dollars. 

An accrual-basis U.S. Holder may determine the amount of income recognised with respect to an interest 

payment denominated in, or determined by reference to, a foreign currency in accordance with either of two 

methods.  Under the first method, the amount of income accrued will be based on the average exchange rate 

in effect during the interest accrual period (or, with respect to an accrual period that spans two taxable years 

of a U.S. Holder, the part of the period within each taxable year).  Under the second method, the U.S. Holder 

may elect to determine the amount of income accrued on the basis of the exchange rate in effect on the last 

day of the accrual period or, in the case of an accrual period that spans two taxable years, the exchange rate 

in effect on the last day of the part of the period within each taxable year.  Additionally, if a payment of 

interest is actually received within five business days of the last day of the accrual period or, in the case of a 

partial accrual period, the spot rate on the last day of the taxable year, an electing accrual-basis U.S. Holder 

may instead translate the accrued interest into U.S. dollars at the exchange rate in effect on the day of its 

actual receipt.  Any such election will apply to all debt instruments held by the U.S. Holder at the beginning 

of the first taxable year to which the election applies or thereafter acquired by the U.S. Holder, and will be 

irrevocable without the consent of the U.S. Internal Revenue Service (the IRS). 

Upon receipt of the interest payment (including a payment attributable to accrued but unpaid interest upon 

the sale or other disposition of a Note) denominated in, or determined by reference to, a foreign currency, the 

accrual-basis U.S. Holder will recognise U.S.-source exchange gain or loss (taxable as U.S.-source ordinary 

income or loss) equal to the difference, if any, between the amount received (translated into U.S. dollars at 

the spot rate on the date of receipt) and the amount previously accrued, regardless of whether the payment is 

in fact converted into U.S. dollars. 

Original Issue Discount 

General 

The following is an overview of the principal U.S. federal income tax consequences of the ownership of 

Notes issued with OID.  The following overview does not discuss Notes that are characterised as contingent 

payment debt instruments for U.S. federal income tax purposes.  In the event that the Issuer issues contingent 

payment debt instruments, the applicable Final Terms will describe certain U.S. federal income tax 

consequences thereof.  

A Note, other than a Note with a term of one year or less (a Short-Term Note), will be treated as issued with 

OID (a Discount Note) if the excess of the Note's "stated redemption price at maturity" over its issue price is 

equal to or more than a de minimis amount (0.25 per cent. of the Note's stated redemption price at maturity 

multiplied by the number of complete years to its maturity).  A Note that provides for the payment of 

amounts other than qualified stated interest before maturity (an instalment obligation) will be treated as a 
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Discount Note if the excess of the Note's stated redemption price at maturity over its issue price is equal to or 

greater than 0.25 per cent. of the Note's stated redemption price at maturity multiplied by the weighted 

average maturity of the Note.  A Note's weighted average maturity is the sum of the following amounts 

determined for each payment on a Note (other than a payment of qualified stated interest): (i) the number of 

complete years from the issue date until the payment is made multiplied by (ii) a fraction, the numerator of 

which is the amount of the payment and the denominator of which is the Note's stated redemption price at 

maturity.  Generally, the "issue price" of a Note under the applicable Final Terms will be the first price at 

which a substantial amount of such Notes included in the issue of which the Note is a part is sold to persons 

other than bond houses, brokers or similar persons or organisations acting in the capacity of underwriters, 

placement agents, or wholesalers.  The "stated redemption price at maturity" of a Note is the total of all 

payments provided by the Note that are not payments of "qualified stated interest".  A "qualified stated 

interest" payment is generally any one of a series of stated interest payments on a Note that are 

unconditionally payable at least annually at a single fixed rate (with certain exceptions for lower rates paid 

during some periods), or a variable rate, applied to the outstanding principal amount of the Note.  Solely for 

the purpose of determining whether a Note has OID, the Issuer will be deemed to exercise any call option 

that has the effect of decreasing the yield on the Note, and the U.S. Holder will be deemed to exercise any 

put option that has the effect of increasing the yield on the Note.  If a Note has de minimis OID, a U.S. 

Holder must include the de minimis amount in income as stated principal payments are made on the Note, 

unless the holder makes the election described below under "Election to Treat All Interest as Original Issue 

Discount".  A U.S. Holder can determine the includible amount with respect to each such payment by 

multiplying the total amount of the Note's de minimis OID by a fraction equal to the amount of the principal 

payment made divided by the stated principal amount of the Note.  

U.S. Holders of Discount Notes must generally include OID in income calculated on a constant-yield method 

before the receipt of cash attributable to the income, and will generally have to include in income 

increasingly greater amounts of OID over the life of the Discount Notes.  The amount of OID includible in 

income by a U.S. Holder of a Discount Note is the sum of the daily portions of OID with respect to the 

Discount Note for each day during the taxable year or portion of the taxable year on which the U.S. Holder 

holds the Discount Note (accrued OID).  The daily portion is determined by allocating to each day in any 

"accrual period" a pro rata portion of the OID allocable to that accrual period.  Accrual periods with respect 

to a Note may be of any length selected by the U.S. Holder and may vary in length over the term of the 

Discount Note as long as (i) no accrual period is longer than one year, and (ii) each scheduled payment of 

interest or principal on the Note occurs on either the final or first day of an accrual period.  The amount of 

OID allocable to an accrual period equals the excess of (a) the product of the Discount Note's adjusted issue 

price at the beginning of the accrual period and the Discount Note's yield to maturity (determined on the 

basis of compounding at the close of each accrual period and properly adjusted for the length of the accrual 

period) over (b) the sum of the payments of qualified stated interest on the Discount Note allocable to the 

accrual period.  The "adjusted issue price" of a Discount Note at the beginning of any accrual period is the 

issue price of the Note increased by (x) the amount of accrued OID for each prior accrual period and 

decreased by (y) the amount of any payments previously made on the Note that were not qualified stated 

interest payments. 

Variable Rate Debt Instruments 

Notes that provide for interest at variable rates will generally bear interest at a "qualified floating rate" and 

thus will be treated as "variable rate debt instruments" under U.S. Treasury regulations governing the accrual 

of OID.  A Note will qualify as a "variable rate debt instrument" if (a) its issue price does not exceed the 

total noncontingent principal payments due under the Note by more than a specified de minimis amount; (b) 

it provides for stated interest, paid or compounded at least annually, at (i) one or more qualified floating 

rates, (ii) a single fixed rate and one or more qualified floating rates, (iii) a single objective rate, or (iv) a 

single fixed rate and a single objective rate that is a qualified inverse floating rate, and (c) it does not provide 

for any principal payments that are contingent (other than as described in (a) above). 

A "qualified floating rate" is any variable rate where variations in the value of the rate can reasonably be 

expected to measure contemporaneous variations in the cost of newly borrowed funds in the currency in 

which the Note is denominated.  A fixed multiple of a qualified floating rate will constitute a qualified 
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floating rate only if the multiple is greater than 0.65 but not more than 1.35.  A variable rate equal to the 

product of a qualified floating rate and a fixed multiple that is greater than 0.65 but not more than 1.35, 

increased or decreased by a fixed rate, will also constitute a qualified floating rate.  In addition, two or more 

qualified floating rates that can reasonably be expected to have approximately the same values throughout 

the term of the Note (e.g. two or more qualified floating rates with values within 25 basis points of each 

other as determined on the Note's issue date) will be treated as a single qualified floating rate.  

Notwithstanding the foregoing, a variable rate that would otherwise constitute a qualified floating rate but 

which is subject to one or more restrictions such as a maximum numerical limitation (i.e. a cap) or a 

minimum numerical limitation (i.e. a floor) may, under certain circumstances, fail to be treated as a qualified 

floating rate unless the cap or floor is fixed throughout the term of the Note. 

An "objective rate" is a rate that is not itself a qualified floating rate but which is determined using a single 

fixed formula and which is based on objective financial or economic information (e.g. one or more qualified 

floating rates or the yield of actively traded personal property).  Other variable interest rates may be treated 

as objective rates if so designated by the IRS in the future.  Despite the foregoing, a variable rate of interest 

on a Note will not constitute an objective rate if it is reasonably expected that the average value of the rate 

during the first half of the Note's term will be either significantly less than or significantly greater than the 

average value of the rate during the final half of the Note's term.  A "qualified inverse floating rate" is any 

objective rate where the rate is equal to a fixed rate minus a qualified floating rate, as long as variations in 

the rate can reasonably be expected to inversely reflect contemporaneous variations in the qualified floating 

rate.  If a Note provides for stated interest at a fixed rate for an initial period of one year or less followed by a 

variable rate that is either a qualified floating rate or an objective rate for a subsequent period, and if the 

variable rate on the Note's issue date is intended to approximate the fixed rate (e.g. the value of the variable 

rate on the issue date does not differ from the value of the fixed rate by more than 25 basis points), then the 

fixed rate and the variable rate together will constitute either a single qualified floating rate or objective rate, 

as the case may be. 

A qualified floating rate or objective rate in effect at any time during the term of the instrument must be set 

at a "current value" of that rate.  A "current value" of a rate is the value of the rate on any day that is no 

earlier than three months prior to the first day on which that value is in effect and no later than one year 

following that first day. 

If a variable rate debt instrument provides for stated interest at either a single qualified floating rate or a 

single objective rate throughout the term thereof, any stated interest on the Note which is unconditionally 

payable in cash or property (other than debt instruments of the Issuer) at least annually will constitute 

qualified stated interest and will be taxed accordingly.  Thus, a variable rate debt instrument generally will 

not be treated as having been issued with OID unless the Note is issued at a "true" discount (i.e. at a price 

below the Note's stated principal amount) equal to or in excess of a specified de minimis amount as described 

above under "Original Issue Discount – General".  OID on a variable rate debt instrument arising from 

"true" discount is allocated to an accrual period using the constant-yield method described above by 

assuming that the variable rate is a fixed rate equal to (i) in the case of a qualified floating rate or qualified 

inverse floating rate, the value, as of the issue date, of the qualified floating rate or qualified inverse floating 

rate, or (ii) in the case of an objective rate (other than a qualified inverse floating rate), a fixed rate that 

reflects the yield that is reasonably expected for the Note. 

For variable rate debt instruments that do not provide for stated interest at either a single qualified floating 

rate or a single objective rate, the Note will be converted into an "equivalent" fixed rate debt instrument for 

the purposes of determining the amount and accrual of OID and qualified stated interest on such Note.  The 

Note must be converted into an "equivalent" fixed rate debt instrument by substituting any qualified floating 

rate or qualified inverse floating rate provided for under the terms of the Note with a fixed rate equal to the 

value of the qualified floating rate or qualified inverse floating rate, as the case may be, as of the Note's issue 

date.  Any objective rate (other than a qualified inverse floating rate) provided for under the terms of the 

Note is converted into a fixed rate that reflects the yield that is reasonably expected for the Note.  In the case 

of a Note that qualifies as a "variable rate debt instrument" and provides for stated interest at a fixed rate in 

addition to either one or more qualified floating rates or a qualified inverse floating rate, the fixed rate is 

initially converted into a qualified floating rate (or a qualified inverse floating rate, if the Note provides for a 



 

 
0013726-0003830 ICM:27128339.10 225  
 

qualified inverse floating rate).  Under these circumstances, the qualified floating rate or qualified inverse 

floating rate that replaces the fixed rate must be such that the fair market value of the Note as of the Note's 

issue date is approximately the same as the fair market value of an otherwise identical debt instrument that 

provides for either the qualified floating rate or qualified inverse floating rate rather than the fixed rate.  

Subsequent to converting the fixed rate into either a qualified floating rate or a qualified inverse floating rate, 

the Note is converted into an "equivalent" fixed rate debt instrument in the manner described above. 

Once the Note is converted into an "equivalent" fixed rate debt instrument pursuant to the foregoing rules, 

the amount of OID and qualified stated interest, if any, are determined for the "equivalent" fixed rate debt 

instrument by applying the general OID rules to the "equivalent" fixed rate debt instrument and a U.S. 

Holder of the Note will account for the OID and qualified stated interest as if the U.S. Holder held the 

"equivalent" fixed rate debt instrument.  In each accrual period, appropriate adjustments will be made to the 

amount of qualified stated interest or OID assumed to have been accrued or paid with respect to the 

"equivalent" fixed rate debt instrument in the event that these amounts differ from the actual amount of 

interest accrued or paid on the Note during the accrual period. 

Extendable Obligations 

The following discussion will apply to any Note that is subject to an Extended Final Maturity Date (an 

Extendable Obligation).  The rules governing the calculation of OID are not entirely clear for Notes that 

provide the Issuer with the option to extend the Maturity Date with interest payable at more than one interest 

rate during the life of the Notes.  The Issuer believes that the discussion below properly describes the 

application of the OID rules to an Extendable Obligation.  However, there is no assurance that the IRS will 

agree with this treatment.  Each U.S. Holder should consult its own tax adviser about the proper 

application of the OID rules to an Extendable Obligation. 

In the case of Extendable Obligations that provide for a "qualified floating rate" (as described above under 

"Variable Rate Debt Instruments") through to the Maturity Date, using the rates applicable on the Issue Date, 

if the interest rate through to the Maturity Date is less than the interest rate from the Maturity Date through 

the Extended Final Maturity Date, the Issuer will be presumed to redeem the Notes at the Maturity Date and 

the Notes should be treated as "variable rate debt instruments" that provide for stated interest at a single 

qualified floating rate (as described above under "Variable Rate Debt Instruments").  If, using the rates 

applicable on the Issue Date, the interest rate through the Maturity Date is greater than the interest rate from 

the Maturity Date through to the Extended Final Maturity Date, the Issuer will be presumed to extend the 

Notes at the Maturity Date and the Notes should be treated as "variable rate debt instruments" that do not 

provide for stated interest at either a single qualified floating rate or a single objective rate (as described 

above under "Variable Rate Debt Instruments"). 

In the case of Extendable Obligations that provide for a fixed rate through the Maturity Date followed by a 

qualified floating rate through the Extended Final Maturity Date, the Notes must be converted into an 

"equivalent" fixed rate debt instrument (as described above under "Variable Rate Debt Instruments").  If, 

using the rates applicable on the Issue Date, the interest rate on the "equivalent" fixed rate debt instrument is 

less than the interest rate from the Maturity Date through to the Extended Final Maturity Date, the Issuer will 

be presumed to redeem the Notes at the Maturity Date and the general rules pertaining to OID should apply.  

If, using the rates applicable on the Issue Date, the interest rate on the "equivalent" fixed rate debt instrument 

is greater than the interest rate from the Maturity Date through to the Extended Final Maturity Date, the 

Issuer will be presumed to extend the Notes at the Maturity Date and the Notes should be treated as "variable 

rate debt instruments" that do not provide for stated interest at either a single qualified floating rate or a 

single objective rate (as described above under "Original Issue Discount – Variable Rate Debt Instruments"). 

Acquisition Premium 

A U.S. Holder that purchases a Discount Note for an amount less than or equal to the sum of all amounts 

payable on the Note after the purchase date, other than payments of qualified stated interest, but in excess of 

its adjusted issue price (any such excess being acquisition premium) and that does not make the election 

described below under "Election to Treat All Interest as Original Issue Discount", is permitted to reduce the 
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daily portions of OID by a fraction, the numerator of which is the excess of the U.S. Holder's adjusted basis 

in the Note immediately after its purchase over the Note's adjusted issue price, and the denominator of which 

is the excess of the sum of all amounts payable on the Note after the purchase date, other than payments of 

qualified stated interest, over the Note's adjusted issue price.  

Market Discount 

A Note, other than a Short-Term Note, will generally be treated as purchased at a market discount (a Market 

Discount Note) if the Note's stated redemption price at maturity or, in the case of a Discount Note, the 

Note's "revised issue price", exceeds the amount for which the U.S. Holder purchased the Note by at least 

0.25 per cent. of the Note's stated redemption price at maturity or revised issue price, respectively, multiplied 

by the number of complete years to the Note's maturity (or, in the case of a Note that is an instalment 

obligation, the Note's weighted average maturity).  If this excess is not sufficient to cause the Note to be a 

Market Discount Note, then the excess constitutes "de minimis market discount" and such Note is not subject 

to the rules discussed in the following paragraphs.  For this purpose, the "revised issue price" of a Note 

generally equals its issue price, increased by the amount of any OID that has accrued on the Note and 

decreased by the amount of any payments previously made on the Note that were not qualified stated interest 

payments. 

Any gain recognised on the sale or other disposition of a Market Discount Note (including any payment on a 

Note that is not qualified stated interest) generally will be treated as ordinary income to the extent that the 

gain does not exceed the accrued market discount on the Note.  Alternatively, a U.S. Holder of a Market 

Discount Note may elect to include market discount in income currently over the life of the Note.  This 

election shall apply to all debt instruments with market discount acquired by the electing U.S. Holder on or 

after the first day of the first taxable year for which the election is made.  This election may not be revoked 

without the consent of the IRS.  A U.S. Holder of a Market Discount Note that does not elect to include 

market discount in income currently will generally be required to defer deductions for interest on borrowings 

incurred to purchase or carry a Market Discount Note that is in excess of the interest and OID on the Note 

includible in the U.S. Holder's income, to the extent that this excess interest expense does not exceed the 

portion of the market discount allocable to the days during the taxable year on which the Market Discount 

Note was held by the U.S. Holder. 

Market discount will accrue on a straight-line basis unless the U.S. Holder elects to accrue the market 

discount on a constant-yield method.  This election applies only to the Note with respect to which it is made 

and is irrevocable. 

Further Issuances 

The Issuer may, from time to time, without the consent of the Noteholders, create and issue further notes 

having terms and conditions the same as the Notes or the same in all respects save for the amount and date of 

the first payment of interest thereon and so that the same shall be consolidated and form a single Series with 

the outstanding Notes.  The Issuer may offer additional notes with OID for U.S. federal income tax purposes 

as part of a further issue.  Purchasers of notes after the date of any further issue may not be able to 

differentiate between notes sold as part of the further issue and previously issued Notes.  After such further 

issue of additional notes with OID, purchasers of Notes may be required to accrue OID (or greater amounts 

of OID than they would have otherwise accrued) with respect to their Notes.  This may affect the price of 

outstanding Notes following a further issuance. 

Election to Treat All Interest as Original Issue Discount 

A U.S. Holder may elect to include in gross income all interest that accrues on a Note using the constant-

yield method described above under "Original Issue Discount – General" with certain modifications.  For 

purposes of this election, interest includes stated interest, OID, de minimis OID, market discount, de minimis 

market discount, as adjusted by any amortisable bond premium (described below under "Notes Purchased at 

a Premium") or acquisition premium.  This election will generally apply only to the Note with respect to 

which it is made and may not be revoked without the consent of the IRS.  However, if the Note is a Market 
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Discount Note, the U.S. Holder will be deemed to have made the election discussed above under "Market 

Discount" to include market discount in income currently over the life of all debt instruments having market 

discount that are acquired on or after the first day of the first taxable year to which the election applies.  U.S. 

Holders should consult their tax advisers concerning the propriety and consequences of this election.  

Notes Providing for Contingent Payments 

Certain Notes that provide for contingent interest payments may be treated as "contingent payment debt 

instruments" for U.S. federal income tax purposes.  Under applicable U.S. Treasury Regulations, holders of 

contingent payment debt instruments are generally required to accrue interest income on a constant-yield 

basis in respect of such instruments at a yield determined at the time of their issuance, and may be required 

to adjust such accruals when any contingent payments are made.  A detailed description of the tax 

considerations relevant to U.S. Holders of any contingent payment debt instruments will be provided in the 

applicable Final Terms.  

Short-Term Notes 

In general, an individual or other cash-basis U.S. Holder of a Short-Term Note is not required to accrue OID 

(calculated as set out below for the purposes of this paragraph) for U.S. federal income tax purposes unless it 

elects to do so (but may be required to include any stated interest in income as the interest is received).  

Accrual-basis U.S. Holders and certain other U.S. Holders are required to accrue OID on Short-Term Notes 

on a straight-line basis or, if the U.S. Holder so elects, under the constant-yield method (based on daily 

compounding).  In the case of a U.S. Holder not required and not electing to include OID in income 

currently, any gain realised on the sale or other disposition of the Short-Term Note will be ordinary income 

to the extent of the OID accrued on a straight-line basis (unless an election is made to accrue the OID under 

the constant-yield method) through the date of sale or other disposition.  U.S. Holders who are not required 

and do not elect to accrue OID on Short-Term Notes will be required to defer deductions for interest on 

borrowings allocable to Short-Term Notes in an amount not exceeding the deferred income until the deferred 

income is realised. 

For purposes of determining the amount of OID subject to these rules, all interest payments on a Short-Term 

Note are included in the Short-Term Note's stated redemption price at maturity.  A U.S. Holder may elect to 

determine OID on a Short-Term Note as if the Short-Term Note had been originally issued to the U.S. 

Holder at the U.S. Holder's purchase price for the Short-Term Note.  This election shall apply to all 

obligations with a maturity of one year or less acquired by the U.S. Holder on or after the first day of the first 

taxable year to which the election applies, and may not be revoked without the consent of the IRS. 

Foreign Currency Notes 

OID for any accrual period on a Discount Note that is denominated in, or determined by reference to, a 

foreign currency will be determined in the foreign currency and then translated into U.S. dollars in the same 

manner as stated interest accrued by an accrual-basis U.S. Holder, as described above under "Payments of 

Interest".  Upon receipt of an amount attributable to OID (whether in connection with a payment of interest 

or the sale or other disposition of a Note), a U.S. Holder will generally recognise exchange gain or loss, 

which will be ordinary gain or loss measured by the difference between the amount received (translated into 

U.S. dollars at the spot rate on the date of receipt) and the amount previously accrued, regardless of whether 

the payment is in fact converted into U.S. dollars. 

Market Discount on a Note that is denominated in, or determined by reference to, a foreign currency will be 

accrued by a U.S. Holder in the foreign currency.  If the U.S. Holder elects to include market discount in 

income currently, the accrued market discount will be translated into U.S. dollars at the average exchange 

rate for the accrual period (or portion thereof within the U.S. Holder's taxable year).  Upon the receipt of an 

amount attributable to accrued market discount, the U.S. Holder will generally recognise U.S.-source 

exchange gain or loss (which will be taxable as ordinary income or loss) determined in the same manner as 

for accrued interest or OID.  A U.S. Holder that does elect to include market discount in income currently 

will recognise, upon the sale or other disposition of the Note, the U.S. dollar value of the amount accrued, 
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calculated at the spot rate in effect on that date, and no part of this accrued market discount will be treated as 

exchange gain or loss. 

Notes Purchased at a Premium 

A U.S. Holder that purchases a Note for an amount in excess of its principal amount, or, for a Discount Note, 

its stated redemption price at maturity, may elect to treat the excess as "amortisable bond premium", in 

which case the amount required to be included in the U.S. Holder's income each year with respect to interest 

on the Note will be reduced by the amount of amortisable bond premium allocable (based on the Note's yield 

to maturity) to that year.  In the case of a Note that is denominated in, or determined by reference to, a 

foreign currency, bond premium (including acquisition premium) will be computed in units of foreign 

currency, and any such bond premium that is taken into account currently will reduce interest income (or 

OID) in units of the foreign currency.  On the date bond premium offsets interest income (or OID), a U.S. 

Holder will generally recognise U.S.-source exchange gain or loss (taxable as ordinary income or loss) 

measured by the difference between the spot rate in effect on that date, and on the date the Notes were 

acquired by the U.S. Holder.  Any election to amortise bond premium shall apply to all bonds (other than 

bonds the interest on which is excludable from gross income for U.S. federal income tax purposes) held by 

the U.S. Holder at the beginning of the first taxable year to which the election applies or thereafter acquired 

by the U.S. Holder, and is irrevocable without the consent of the IRS.  See also "Election to Treat All 

Interest as Original Issue Discount" above.  A U.S. Holder that does not elect to take bond premium (other 

than acquisition premium) into account currently will recognise a market loss when the Note matures. 

Sale or Other Disposition of Notes 

A U.S. Holder's tax basis in a Note will generally be its cost, increased by the amount of any OID or market 

discount included in the U.S. Holder's income with respect to the Note and the amount, if any, of income 

attributable to de minimis OID and de minimis market discount included in the U.S. Holder's income with 

respect to the Note, and reduced by (i) the amount of any payments that are not qualified stated interest 

payments, and (ii) the amount of any amortisable bond premium applied to reduce interest on the Note.  A 

U.S. Holder's tax basis in a Note denominated in a foreign currency will be determined by reference to the 

U.S. dollar cost of the Notes. 

A U.S. Holder will generally recognise gain or loss on the sale or other disposition of a Note equal to the 

difference between the amount realised on the sale or other disposition and the tax basis of the Note.  The 

amount realised on a sale or other disposition for an amount in foreign currency generally will be the U.S. 

dollar value of this amount on the settlement date, in the case of a cash basis U.S. Holder, or the trade date in 

the case of an accrual basis U.S. Holder, of such sale or other disposition. On the settlement date, an accrual 

basis U.S. Holder generally will recognise U.S. source foreign currency gain or loss (taxable as ordinary 

income or loss) equal to the difference (if any) between the U.S. dollar value of the amount received based 

on the exchange rates in effect on the trade date and the settlement date.  However,in the case of Notes 

traded on an established securities market, as defined in the applicable U.S.  Treasury regulations, 

accrual-basis U.S. Holders may elect to determine the U.S. dollar value of the amount realised on the sale or 

other disposition of the Notes based on the exchange rate in effect on the settlement date, and no exchange 

gain or loss will be recognised on such date.  Such an election by an accrual-basis U.S. Holder must be 

applied consistently from year to year and cannot be revoked without the consent of the IRS.  Except to the 

extent described above under "Market Discount" or "Short-Term Notes" or attributable to accrued but unpaid 

interest or changes in exchange rates, gain or loss recognised on the sale or other disposition of a Note will 

be capital gain or loss and will generally be treated as from U.S. sources.  In the case of a U.S. Holder that is 

an individual, estate or trust, the maximum marginal federal income tax rate applicable to capital gains is 

currently lower than the maximum marginal rate applicable to ordinary income if the Notes are held for more 

than one year.  The deductibility of capital losses is subject to significant limitations.  

Gain or loss recognised by a U.S. Holder on the sale or other disposition of a Note that is attributable to 

changes in exchange rates will be treated as U.S.-source ordinary income or loss.  However, exchange gain 

or loss is taken into account only to the extent of total gain or loss realised on the transaction. 
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Disposition of Foreign Currency 

Foreign currency received as interest on a Note or on the sale or other disposition of a Note will have a tax 

basis equal to its U.S. dollar value at the time the interest is received or at the time of the sale or other 

disposition.  Foreign currency that is purchased will generally have a tax basis equal to the U.S. dollar value 

of the foreign currency on the date of purchase.  Any gain or loss recognised on a sale or other disposition of 

a foreign currency (including its use to purchase Notes or an exchange for U.S. dollars) will be U.S.-source 

ordinary income or loss. 

Backup Withholding and Information Reporting 

In general, payments of principal, interest and accrued OID on, and the proceeds of a sale, redemption or 

other disposition of, the Notes, payable to a U.S. Holder by a U.S. paying agent or other U.S. intermediary 

will be reported to the IRS and to the U.S. Holder as may be required under applicable U.S. Treasury 

Regulations.  Backup withholding may apply to these payments if the U.S. Holder fails to provide an 

accurate taxpayer identification number or certification of exempt status or otherwise fails to comply with 

the applicable backup withholding requirements.  Certain U.S. Holders are not subject to backup 

withholding. U.S. Holders should consult their tax advisers as to their qualification for exemption from 

backup withholding and the procedure for obtaining an exemption. 

Backup withholding is not an additional tax. Any amounts withheld from a payment to a U.S. Holder under 

the backup withholding rules will be allowed as a credit against the U.S. Holder’s U.S. Federal income tax 

liability, and may entitle the U.S. Holder to a refund, provided the U.S. Holder timely files the appropriate 

claim with the IRS. 

Foreign Financial Asset Reporting 

Certain U.S. Holders may be subject to reporting requirements on the holding of certain "specified foreign 

financial assets", including debt of foreign entities, if the aggregate value of all of these assets exceeds 

certain U.S. dollar thresholds.  The Notes may constitute "specified foreign financial assets" subject to these 

requirements unless the Notes are held in an account at a financial institution (in which case the account may 

be reportable if maintained at a non-U.S. financial institution).  U.S. Holders should consult their tax 

advisers regarding the application of these reporting requirements to their ownership of the Notes.  

Disclosure Requirements 

U.S. Treasury Regulations meant to require the reporting of certain tax shelter transactions (Reportable 

Transactions) could be interpreted to cover transactions generally not regarded as tax shelters, including 

certain foreign currency transactions.  Under the U.S. Treasury Regulations, certain transactions with respect 

to the Notes may be characterised as Reportable Transactions including, in certain circumstances, a sale, 

exchange, retirement or other taxable disposition of a Note denominated in a foreign currency.  Persons 

considering the purchase of such Notes should consult with their tax advisers to determine the tax return 

obligations, if any, with respect to an investment in such Notes, including any requirement to file IRS Form 

8886 (Reportable Transaction Disclosure Statement). 

Foreign Account Tax Compliance Act 

Pursuant to certain provisions of the U.S. Internal Revenue Code of 1986, commonly known as FATCA, a 

foreign financial institution (as defined by FATCA) may be required to withhold on certain payments it 

makes (foreign passthru payments) to persons that fail to meet certain certification, reporting or related 

requirements.  The Issuer is a foreign financial institution for these purposes.  A number of jurisdictions 

(including Norway) have entered into, or have agreed in substance to, intergovernmental agreements with the 

United States to implement FATCA (IGAs), which modify the way in which FATCA applies in their 

jurisdictions.  Certain aspects of the application of the FATCA provisions and IGAs to instruments such as 

the Notes, including whether withholding would ever be required pursuant to FATCA or an IGA with 

respect to payments on instruments such as Notes, are uncertain and may be subject to change.  Even if 
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withholding would be required pursuant to FATCA or an IGA with respect to payments on instruments such 

as Notes, such withholding would not apply prior to 1 January 2019 and Notes that are not treated as equity 

for U.S. federal income tax purposes and that have a fixed term that are issued on or prior to the date that is 

six months after the date on which final regulations defining foreign passthru payments are filed with the 

U.S. Federal Register generally would be grandfathered for purposes of FATCA withholding, unless 

materially modified after such date.  However, if additional Notes that are not distinguishable from 

previously issued Notes are issued after the expiration of the grandfathering period and are subject to 

withholding under FATCA, then withholding agents may treat all Notes, including the Notes offered prior to 

the expiration of the grandfathering period, as subject to withholding under FATCA.  Holders should consult 

their own tax advisers regarding how these rules may apply to their investment in Notes.  In the event any 

withholding would be required pursuant to FATCA or an IGA with respect to payments on the Notes, no 

person will be required to pay additional amounts as a result of the withholding. 

ERISA Considerations 

The Notes should be eligible for purchase by employee benefit plans and other plans subject to the U.S. 

Employee Retirement Income Security Act of 1974, as amended (ERISA), and/or the provisions of Section 

4975 of the Code and by governmental, church and non-U.S. plans that are subject to state, local, other 

federal law of the United States or non-U.S. law that is substantially similar to ERISA or Section 4975 of the 

Code (Similar Law), subject to consideration of the issues described in this section.  ERISA imposes certain 

requirements on employee benefit plans (as defined in Section 3(3) of ERISA) subject to ERISA, including 

entities such as collective investment funds and separate accounts whose underlying assets include the assets 

of such plans (collectively, ERISA Plans) and on those persons who are fiduciaries with respect to ERISA 

Plans.  Investments by ERISA Plans are subject to ERISA's general fiduciary requirements, including the 

requirements of investment prudence and diversification and the requirement that an ERISA Plan's 

investments be made in accordance with the documents governing the Plan.  The prudence of a particular 

investment must be determined by the responsible fiduciary of an ERISA Plan by taking into account the 

ERISA Plan's particular circumstances and all of the facts and circumstances of the investment including, but 

not limited to, the matters discussed under "Risk Factors". 

Section 406 of ERISA and Section 4975 of the Code prohibit certain transactions involving the assets of an 

ERISA Plan (as well as those plans that are not subject to ERISA but which are subject to Section 4975 of 

the Code, such as individual retirement accounts (together with ERISA Plans, the Plans)) and certain 

persons (referred to as parties in interest or disqualified persons) having certain relationships to such 

Plans, unless a statutory or administrative exemption is applicable to the transaction.  A party in interest or 

disqualified person, including a plan fiduciary, who engages in a prohibited transaction may be subject to 

excise taxes and other penalties and liabilities under ERISA and the Code. 

The Issuer or any other party to the transactions may be parties in interest or disqualified persons with 

respect to many Plans.  Prohibited transactions within the meaning of Section 406 of ERISA or Section 4975 

of the Code may arise if any of the Notes is acquired or held by a Plan with respect to which the Issuer or 

any other party to such transactions is a party in interest or a disqualified person.  Certain exemptions from 

the prohibited transaction provisions of Section 406 of ERISA and Section 4975 of the Code may be 

applicable, however, depending in part on the type of Plan fiduciary making the decision to acquire any 

Notes and the circumstances under which such decision is made.  Included among these exemptions are 

Section 408(b)(17) of ERISA and Section 4975(d)(20) of the Code (relating to transactions between a person 

that is a party in interest (other than a fiduciary or an affiliate that has or exercises discretionary authority or 

control or renders investment advice with respect to assets involved in the transaction) solely by reason of 

providing services to the plan, provided that there is adequate consideration for the transaction), Prohibited 

Transaction Class Exemption (PTCE) 91-38 (relating to investments by bank collective investment funds), 

PTCE 84-14 (relating to transactions effected by a qualified professional asset manager), PTCE 95-60 

(relating to transactions involving insurance company general accounts), PTCE 90-1 (relating to investments 

by insurance company pooled separate accounts) and PTCE 96-23 (relating to transactions determined by 

in-house asset managers).  Prospective investors should consult with their advisers regarding the prohibited 

transaction rules and these exceptions.  There can be no assurance that any of these exemptions or any other 

exemption will be available with respect to any particular transaction involving any Notes. 
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Governmental plans (as defined in Section 3(32) of ERISA), certain church plans (as defined in Section 

3(33) of ERISA) and non-U.S. plans (as described in Section 4(b)(4) of ERISA), while not subject to the 

fiduciary responsibility provisions of ERISA or the prohibited transaction provisions of Section 406 of 

ERISA and Section 4975 of the Code, may nevertheless be subject to Similar Law.  Fiduciaries of any such 

plans should consult with their counsel before purchasing the Notes to determine the need for, if necessary, 

and the availability of, any exemptive relief under any Similar Law. 

Each purchaser and subsequent transferee of any Note will be deemed by such purchase or acquisition of any 

such Note to have represented and warranted, on each day from the date on which the purchaser or transferee 

acquires such Note through to and including the date on which the purchaser or transferee disposes of such 

Note, either that (a) it is not a Plan or an entity whose underlying assets include the assets of any Plan or a 

governmental, church or non-U.S. plan which is subject to any Similar Law, or (b) its acquisition, holding 

and disposition of such Note will not result in a prohibited transaction under Section 406 of ERISA or 

Section 4975 of the Code (or, in the case of a governmental, church or non-U.S. plan, any Similar Law) for 

which an exemption is not available. 

In addition, the U.S. Department of Labor has promulgated a regulation, 29 C.F.R. Section 2510.3-101, as 

modified by Section 3(42) of ERISA (the Plan Asset Regulation) describing what constitutes the assets of a 

Plan with respect to the Plan's investment in an entity for purposes of certain provisions of ERISA, including 

the fiduciary responsibility provisions of Title I of ERISA, and Section 4975 of the Code.  Under the Plan 

Asset Regulation, if a Plan invests in an equity interest of an entity that is neither a publicly-offered security 

nor a security issued by an investment company registered under the Investment Company Act, the Plan's 

assets include both the equity interest and an undivided interest in each of the entity's underlying assets, 

unless one of the exceptions to such treatment described in the Plan Asset Regulation applies.  Under the 

Plan Asset Regulation, a security which is debt in form may be considered an equity interest if it has 

substantial equity features.  If the Issuer were deemed under the Plan Asset Regulation to hold plan assets by 

reason of a Plan's investment in any of the Notes, such plan assets would include an undivided interest in the 

assets held by the Issuer and transactions by the Issuer would be subject to the fiduciary responsibility 

provisions of Title I of ERISA and the prohibited transaction provisions of ERISA and Section 4975 of the 

Code.  While there is little pertinent authority in this area and no assurance can be given, the Issuer believes 

that the Notes should not be treated as equity interests for the purposes of the Plan Asset Regulation. 

Each Plan fiduciary who is responsible for making the investment decisions as to whether to purchase or 

commit to purchase and to hold any of the Notes should determine whether, under the documents and 

instruments governing the Plan, an investment in such Notes is appropriate for the Plan, taking into account 

the overall investment policy of the Plan and the composition of the Plan's investment portfolio.  Any Plan 

proposing to invest in such Notes (including any governmental, church or non-U.S. plan) should consult with 

its counsel to confirm that such investment will not result in a non-exempt prohibited transaction and will 

satisfy the other requirements of ERISA and the Code (or, in the case of a governmental, church or non-U.S. 

plan, any Similar Law). 

The sale of any Notes to a Plan is in no respect a representation by the Issuer or any other party to the 

transactions that such an investment meets all relevant legal requirements with respect to investments by 

Plans generally or any particular Plan, or that such an investment is appropriate for Plans generally or any 

particular Plan. 

Any further ERISA considerations with respect to Notes may be found in the relevant Final Terms. 
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SUBSCRIPTION AND SALE AND TRANSFER AND SELLING RESTRICTIONS 

The Dealers have, in a programme agreement (such agreement, as amended and/or supplemented and/or 

restated from time to time, the Programme Agreement) dated 23 May 2011 (as amended and restated from 

time to time) agreed with the Issuer a basis upon which they or any of them may from time to time agree to 

purchase Notes.  Any such agreement will extend to those matters stated under "Form of the Notes", "Terms 

and Conditions of the Ordinary Notes" and "Terms and Conditions of the VPS Notes".  In the Programme 

Agreement, the Issuer has agreed to reimburse the Dealers for certain of their expenses in connection with 

the establishment of the Programme and the issue of Notes under the Programme and to indemnify the 

Dealers against certain liabilities incurred by them in connection therewith. 

The Dealers are entitled to be released and discharged from their obligations in relation to any agreement to 

issue and purchase Notes under the Programme Agreement in certain circumstances prior to payment to the 

Issuer. 

One or more Dealers may purchase Notes, as principal, from the Issuer from time to time for resale to 

investors and other purchasers at varying prices relating to prevailing market prices at the time of resale as 

determined by any Dealer, or, if so specified in the applicable Final Terms, for resale at a fixed offering 

price. 

A Dealer may sell Notes it has purchased from the Issuer as principal to certain other dealers less a 

concession equal to all or any portion of the discount received in connection with such purchase.  The Dealer 

may allow, and such dealers may re-allow, a discount to certain other dealers.  After the initial offering of 

Notes, the offering price (in the case of Notes to be resold at a fixed offering price), the concession and the 

re-allowance may be changed.  

The Issuer may withdraw, cancel or modify the offering contemplated hereby without notice and may reject 

offers to purchase Notes in whole or in part. 

In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any) named as the stabilising 

manager(s) (or persons acting on behalf of any stabilising manager(s)) in the applicable Final Terms may 

over-allot Notes or effect transactions with a view to supporting the price of the Notes at a level higher than 

that which might otherwise prevail.  However, there is no assurance that the stabilising manager(s) (or 

persons acting on behalf of a stabilising manager) will undertake stabilisation action.  Any stabilisation 

action may begin on or after the date on which adequate public disclosure of the final terms of the offer of 

the relevant Tranche of Notes is made and, if begun, may be ended at any time, but it must end no later than 

the earlier of 30 days after the issue date of the relevant Tranche of Notes and 60 days after the date of the 

allotment of the relevant Tranche of Notes.  Any stabilisation action or over-allotment must be conducted by 

the relevant stabilising manager(s) (or persons acting on behalf of any stabilising manager(s)) in accordance 

with applicable laws and rules. 

These transactions may consist of bids or purchases for the purpose of pegging, fixing or maintaining the 

price of the Notes.  If the Dealer creates or the Dealers create, as the case may be, a short position in the 

Notes, that is, if it sells or they sell Notes in an aggregate principal amount exceeding that set out in the 

applicable Final Terms, such Dealer(s) may reduce that short position by purchasing Notes in the open 

market.  In general, the purchase of Notes for the purpose of stabilisation or to reduce a short position could 

cause the price of the Notes to be higher than it might be in the absence of such purchases. 

Neither the Issuer nor any of the Dealers make any representation or prediction as to the direction or 

magnitude of any effect that the transactions described in the immediately preceding paragraph may have on 

the price of Notes.  In addition, neither the Issuer nor any of the Dealers makes any representation that the 

Dealers will engage in any such transactions or that such transactions, once commenced, will not be 

discontinued without notice. 
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Under the Programme Agreement, the Issuer has agreed to indemnify the Dealers against some liabilities 

(including liabilities under the Securities Act) or to contribute to payments the Dealers may be required to 

make in respect thereof in connection with the establishment and any future updates of the Programme and 

the issue of Notes under the Programme.  The Issuer has also agreed to reimburse the Dealers for some other 

expenses in connection with the establishment of and any future updates to the Programme and the issue of 

Notes under the Programme. 

The Dealers may, from time to time, purchase and sell Notes in the secondary market, but they are not 

obligated to do so, and there can be no assurance that there will be a secondary market for the Notes or 

liquidity in the secondary market if one develops.  From time to time, the Dealers may make a market in the 

Notes. 

The Dealers and their respective affiliates may be engaged in a broad range of transactions that involve 

interests that differ from those of the Issuer, and the Dealers have not provided any legal, accounting, 

regulatory or tax advice with respect to the offering contemplated hereby and the Issuer has consulted its 

own legal, accounting, regulatory and tax advisers to the extent it has deemed appropriate.  Certain of the 

Dealers and their respective affiliates have, directly or indirectly, performed investment and commercial 

banking or financial advisory services for the Issuer for which they have received customary fees and 

commissions, and they expect to provide these services to the Issuer and its affiliates in the future, for which 

they also expect to receive customary fees and commissions. 

Dealers Transacting with the Issuer 

Certain of the Dealers and their affiliates have engaged, and may in the future engage, in investment banking 

and/or commercial banking transactions with, and may perform services to the Issuer and their affiliates in 

the ordinary course of business.  In addition, in the ordinary course of their business activities, the Dealers 

and their affiliates may make or hold a broad array of investments and actively trade debt and equity 

securities (or related derivative securities) and financial instruments (including bank loans) for their own 

account and for the accounts of their customers.  Such investments and securities activities may involve 

securities and/or instruments of the Issuer or Issuer's affiliates.  Certain of the Dealers or their affiliates that 

have a lending relationship with the Issuer routinely hedge their credit exposure to the Issuer consistent with 

their customary risk management policies.  Typically, such Dealers and their affiliates would hedge such 

exposure by entering into transactions which consist of either the purchase of credit default swaps or the 

creation of short positions in securities, including potentially the Notes issued under the Programme.  Any 

such short positions could adversely affect the future trading prices of Notes issued under the Programme.  

The Dealers and their affiliates may also make investment recommendations and/or publish or express 

independent research views in respect of such securities or financial instruments and may hold, or 

recommend to clients that they acquire, long and/or short positions in such securities and instruments. 

Transfer and Selling Restrictions 

As a result of the following restrictions, purchasers of Notes in the United States are advised to consult 

legal counsel prior to making any purchase, offer, sale, resale or other transfer of such Notes. 

Each purchaser of Registered Notes (other than a person purchasing an interest in a Registered Global Note 

with a view to holding it in the form of an interest in the same Global Note) or person wishing to transfer an 

interest from one Registered Global Note to another or from global to definitive form or vice versa, will be 

required to acknowledge, represent and agree as follows (terms used in this paragraph that are defined in 

Rule 144A or in Regulation S are used herein as defined therein): 

(i) that either: (a) it is a QIB, purchasing (or holding) the Notes for its own account or for the account of 

one or more QIBs and it is aware that any sale to it is being made in reliance on Rule 144A, or (b) it 

is outside the United States and is not a U.S. person; 

(ii) that the Notes are being offered and sold in a transaction not involving a public offering in the 

United States within the meaning of the Securities Act, and that the Notes have not been and will not 
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be registered under the Securities Act or any applicable U.S. state securities laws and may not be 

offered or sold within the United States or to, or for the account or benefit of, U.S. persons except as 

set out in paragraph (iii) below; 

(iii) that, unless it holds an interest in a Regulation S Global Note and either is a person located outside 

the United States or is not a U.S. person, if in the future it decides to resell, pledge or otherwise 

transfer the Notes or any beneficial interests in the Notes, it will do so, prior to the date which is one 

year after the later of the last Issue Date for the Series and the last date on which the Issuer or an 

affiliate of the Issuer was the owner of such Notes, only (a) to the Issuer or any affiliate thereof, 

(b) inside the United States to a person whom the seller reasonably believes is a QIB purchasing for 

its own account or for the account of a QIB in a transaction meeting the requirements of Rule 144A, 

(c) outside the United States in compliance with Rule 903 or Rule 904 under the Securities Act, 

(d) pursuant to the exemption from registration provided by Rule 144 under the Securities Act (if 

available), or (e) pursuant to an effective registration statement under the Securities Act, in each case 

in accordance with all applicable U.S. state securities laws; 

(iv) it will, and will require each subsequent holder to, notify any purchaser of the Notes from it of the 

resale restrictions referred to in paragraph (iii) above, if then applicable; 

(v) that Notes initially offered in the United States to QIBs will be represented by one or more Rule 

144A Global Notes and that Notes initially offered to persons who are not U.S. persons in offshore 

transactions in reliance on Regulation S will be represented by one or more Regulation S Global 

Notes; 

(vi) that, on each day from the date on which the purchaser or transferee acquires such Note through to 

and including the date on which the purchaser or transferee disposes of such Note, either (a) it is not 

a Plan or an entity whose underlying assets include the assets of any Plan or a governmental, church 

or non-U.S. plan which is subject to any federal, state or local law of the United States or non-U.S. 

law that is substantially similar to the provisions of Section 406 of ERISA or Section 4975 of the 

Code, or (b) its acquisition, holding and disposition of such Note will not result in a prohibited 

transaction under Section 406 of ERISA or Section 4975 of the Code (or, in the case of a 

governmental, church or non-U.S. plan, any substantially similar federal, state or local law of the 

United States or non-U.S. law) for which an exemption is not available; 

(vii) that the Rule 144A Notes will bear a legend to the following effect unless otherwise agreed to by the 

Issuer: 

"THE NOTES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED 

UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE SECURITIES ACT), OR 

ANY OTHER APPLICABLE U.S. STATE SECURITIES LAWS AND, ACCORDINGLY, MAY 

NOT BE OFFERED OR SOLD WITHIN THE UNITED STATES OR TO, OR FOR THE 

ACCOUNT OR BENEFIT OF, U.S. PERSONS EXCEPT AS SET FORTH IN THE FOLLOWING 

SENTENCE.  BY ITS ACQUISITION OF THE NOTES REPRESENTED BY THIS 

CERTIFICATE OR OF ANY BENEFICIAL INTEREST OR PARTICIPATION THEREIN, THE 

HOLDER (A) REPRESENTS THAT IT IS A "QUALIFIED INSTITUTIONAL BUYER" (AS 

DEFINED IN RULE 144A UNDER THE SECURITIES ACT) PURCHASING THE SECURITIES 

FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF ONE OR MORE QUALIFIED 

INSTITUTIONAL BUYERS; (B) AGREES THAT IT WILL NOT RESELL OR OTHERWISE 

TRANSFER THE NOTES REPRESENTED HEREBY EXCEPT IN ACCORDANCE WITH THE 

AGENCY AGREEMENT IN RESPECT OF THE NOTES (THE AGENCY AGREEMENT) 

AND, PRIOR TO THE DATE WHICH IS ONE YEAR AFTER THE LATER OF THE LAST 

ISSUE DATE FOR THE SERIES AND THE LAST DATE ON WHICH THE ISSUER OR AN 

AFFILIATE OF THE ISSUER WAS THE OWNER OF SUCH SECURITIES NOTES, OTHER 

THAN (1) TO THE ISSUER OR ANY AFFILIATE THEREOF, (2) INSIDE THE UNITED 

STATES TO A PERSON WHOM THE SELLER REASONABLY BELIEVES IS A QUALIFIED 

INSTITUTIONAL BUYER WITHIN THE MEANING OF RULE 144A UNDER THE 
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SECURITIES ACT PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 

QUALIFIED INSTITUTIONAL BUYER IN A TRANSACTION MEETING THE 

REQUIREMENTS OF RULE 144A, (3) IN AN OFFSHORE TRANSACTION IN COMPLIANCE 

WITH RULE 903 OR RULE 904 UNDER THE SECURITIES ACT, (4) PURSUANT TO THE 

EXEMPTION FROM REGISTRATION PROVIDED BY RULE 144 UNDER THE SECURITIES 

ACT (IF AVAILABLE) OR (5) PURSUANT TO AN EFFECTIVE REGISTRATION 

STATEMENT UNDER THE SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH 

ALL APPLICABLE SECURITIES LAWS OF THE STATES OF THE UNITED STATES AND 

ANY OTHER JURISDICTION; AND (C) IT AGREES THAT IT WILL DELIVER TO EACH 

PERSON TO WHOM THE NOTES REPRESENTED BY THIS CERTIFICATE GLOBAL NOTE 

ARE TRANSFERRED A NOTICE SUBSTANTIALLY TO THE EFFECT OF THIS LEGEND. 

THE NOTES REPRESENTED BY THIS CERTIFICATE AND RELATED DOCUMENTATION 

(INCLUDING, WITHOUT LIMITATION, THE AGENCY AGREEMENT REFERRED TO 

HEREIN) MAY BE AMENDED OR SUPPLEMENTED FROM TIME TO TIME, WITHOUT THE 

CONSENT OF, BUT UPON NOTICE TO, THE HOLDERS OF SUCH SECURITIES SENT TO 

THEIR REGISTERED ADDRESSES, TO MODIFY THE RESTRICTIONS ON AND 

PROCEDURES FOR RESALES AND OTHER TRANSFERS OF THIS SECURITY SUCH 

NOTES TO REFLECT ANY CHANGE IN APPLICABLE LAW OR REGULATION (OR THE 

INTERPRETATION THEREOF) OR IN PRACTICES RELATING TO RESALES OR OTHER 

TRANSFERS OF RESTRICTED SECURITIES GENERALLY.  THE HOLDER OF THE NOTES 

REPRESENTED BY THIS CERTIFICATE SHALL BE DEEMED, BY ITS ACCEPTANCE OR 

PURCHASE HEREOF, TO HAVE AGREED TO ANY SUCH AMENDMENT OR 

SUPPLEMENT (EACH OF WHICH SHALL BE CONCLUSIVE AND BINDING ON THE 

HOLDER HEREOF AND ALL FUTURE HOLDERS OF THE NOTES REPRESENTED HEREBY 

AND ANY SECURITIES ISSUED IN EXCHANGE OR SUBSTITUTION THEREFOR, 

WHETHER OR NOT ANY NOTATION THEREOF IS MADE HEREON) 

BY ITS PURCHASE AND HOLDING OF THE NOTES REPRESENTED BY THIS 

CERTIFICATE (OR ANY INTEREST THEREIN), THE PURCHASER OR HOLDER WILL BE 

DEEMED TO HAVE REPRESENTED AND AGREED THAT EITHER (A) IT IS NOT AND FOR 

SO LONG AS IT HOLDS THE NOTES REPRESENTED BY THIS CERTIFICATE (OR ANY 

INTEREST THEREIN) WILL NOT BE (I) AN "EMPLOYEE BENEFIT PLAN" AS DEFINED IN 

SECTION 3(3) OF THE U.S. EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974, 

AS AMENDED (ERISA) THAT IS SUBJECT TO TITLE I OF ERISA, (II) A "PLAN" AS 

DEFINED IN AND SUBJECT TO SECTION 4975 OF THE U.S. INTERNAL REVENUE CODE 

OF 1986, AS AMENDED (THE CODE), (III) AN ENTITY WHOSE UNDERLYING ASSETS 

INCLUDE THE ASSETS OF ANY SUCH EMPLOYEE BENEFIT PLAN SUBJECT TO ERISA 

OR OTHER PLAN SUBJECT TO SECTION 4975 OF THE CODE, OR (IV) A 

GOVERNMENTAL, CHURCH OR NON-U.S. PLAN WHICH IS SUBJECT TO ANY U.S. 

FEDERAL, STATE, LOCAL OR NON-U.S. LAW THAT IS SUBSTANTIALLY SIMILAR TO 

THE PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE, OR (B) 

ITS ACQUISITION, HOLDING AND DISPOSITION OF THE NOTES REPRESENTED BY 

THIS CERTIFICATE WILL NOT RESULT IN A PROHIBITED TRANSACTION UNDER 

SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE OR, IN THE CASE OF SUCH A 

GOVERNMENTAL, CHURCH OR NON-U.S. PLAN, ANY SUCH SUBSTANTIALLY SIMILAR 

U.S. FEDERAL, STATE, LOCAL OR NON-U.S. LAW FOR WHICH AN EXEMPTION IS NOT 

AVAILABLE."; 

(viii) if it is outside the United States and is not a U.S. person, and is not holding the Notes for the account 

or benefit of a U.S. person, that if it should resell or otherwise transfer the Notes prior to the 

expiration of the distribution compliance period (defined as 40 days after the completion of the 

distribution of the Tranche of Notes of which such Notes are a part, as determined and certified by 

the relevant Dealer(s), in the case of a non-syndicated issue, or the relevant lead manager, in the case 

of a syndicated issue), it will do so only (a)(i) to a person who is not a U.S. person in an offshore 

transaction in compliance with Rule 903 or 904 under the Securities Act, or (ii) to a QIB in 
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compliance with Rule 144A, and (b) in accordance with all applicable U.S. state securities laws; and 

it acknowledges that the Regulation S Global Notes will bear a legend to the following effect unless 

otherwise agreed to by the Issuer: 

"THE NOTES REPRESENTED HEREBY HAVE NOT BEEN AND WILL NOT BE 

REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE 

SECURITIES ACT), OR ANY APPLICABLE U.S. STATE SECURITIES LAWS AND, 

ACCORDINGLY, MAY NOT BE OFFERED OR SOLD WITHIN THE UNITED STATES OR 

TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S. PERSONS EXCEPT IN ACCORDANCE 

WITH THE AGENCY AGREEMENT IN RESPECT OF SUCH NOTES AND PURSUANT TO 

AN EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR PURSUANT 

TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES ACT.  UNTIL 

THE EXPIRY OF THE PERIOD OF 40 DAYS AFTER THE COMPLETION OF THE 

DISTRIBUTION OF ALL THE NOTES OF THE TRANCHE OF WHICH THIS NOTE FORMS 

PART, SALES MAY NOT BE MADE IN THE UNITED STATES OR TO U.S. PERSONS 

UNLESS MADE (I) PURSUANT TO RULE 903 OR 904 OR REGULATION S UNDER THE 

SECURITIES ACT OR (II) TO QUALIFIED INSTITUTIONAL BUYERS AS DEFINED IN, AND 

IN TRANSACTIONS PURSUANT TO, RULE 144A UNDER THE SECURITIES ACT. 

BY ITS PURCHASE AND HOLDING OF THE NOTES REPRESENTED BY THIS 

CERTIFICATE (OR ANY INTEREST THEREIN), THE PURCHASER OR HOLDER WILL BE 

DEEMED TO HAVE REPRESENTED AND AGREED THAT EITHER (A) IT IS NOT AND FOR 

SO LONG AS IT HOLDS THE NOTES REPRESENTED BY THIS CERTIFICATE (OR ANY 

INTEREST THEREIN) WILL NOT BE (I) AN "EMPLOYEE BENEFIT PLAN" AS DEFINED IN 

SECTION 3(3) OF THE U.S. EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974, 

AS AMENDED ("ERISA") THAT IS SUBJECT TO TITLE I OF ERISA, (II) A "PLAN" AS 

DEFINED IN AND SUBJECT TO SECTION 4975 OF THE U.S. INTERNAL REVENUE CODE 

OF 1986, AS AMENDED (THE "CODE"), (III) AN ENTITY WHOSE UNDERLYING ASSETS 

INCLUDE THE ASSETS OF ANY SUCH EMPLOYEE BENEFIT PLAN SUBJECT TO ERISA 

OR OTHER PLAN SUBJECT TO SECTION 4975 OF THE CODE, OR (IV) A 

GOVERNMENTAL, CHURCH OR NON-U.S. PLAN WHICH IS SUBJECT TO ANY U.S. 

FEDERAL, STATE, LOCAL OR NON-U.S. LAW THAT IS SUBSTANTIALLY SIMILAR TO 

THE PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE, OR (B) 

ITS ACQUISITION, HOLDING AND DISPOSITION OF THE NOTES REPRESENTED BY 

THIS CERTIFICATE WILL NOT RESULT IN A PROHIBITED TRANSACTION UNDER 

SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE OR, IN THE CASE OF SUCH A 

GOVERNMENTAL, CHURCH OR NON-U.S. PLAN, ANY SUCH SUBSTANTIALLY SIMILAR 

U.S. FEDERAL, STATE, LOCAL OR NON-U.S. LAW FOR WHICH AN EXEMPTION IS NOT 

AVAILABLE."; and 

(ix) that the Issuer and others will rely upon the truth and accuracy of the foregoing acknowledgements, 

representations and agreements and agrees that if any of such acknowledgements, representations or 

agreements made by it are no longer accurate, it shall promptly notify the Issuer; and if it is 

acquiring any Notes as a fiduciary or agent for one or more accounts it represents that it has sole 

investment discretion with respect to each such account and that it has full power to make the 

foregoing acknowledgements, representations and agreements on behalf of each such account. 

No sale of Rule 144A Notes in the United States to any one purchaser will be for less than U.S.$100,000 (or 

the approximate equivalent in another Specified Currency) principal amount and no Rule 144A Note will be 

issued in connection with such a sale in a smaller principal amount.  If the purchaser is a non-bank fiduciary 

acting on behalf of others, each person for whom it is acting must purchase at least U.S.$100,000 (or the 

approximate equivalent in another Specified Currency) principal amount of Rule 144A Notes. 

To the extent that the Issuer is not subject to or does not comply with the reporting requirements of Section 

13 or 15(d) of the Exchange Act or the information furnishing requirements of Rule 12g3-2(b) thereunder, 



 

 
0013726-0003830 ICM:27128339.10 237  
 

the Issuer has agreed to furnish to holders of Rule 144A Notes and to prospective purchasers designated by 

such holders, upon request, such information as may be required by Rule 144A(d)(4). 

Selling Restrictions 

United States 

The Notes have not been and will not be registered under the Securities Act and may not be offered or sold 

within the United States or to, or for the account or benefit of, U. S. persons, except in certain transactions 

exempt from the registration requirements of the Securities Act.  Terms used in this paragraph have the 

meanings given to them by Regulation S under the Securities Act. 

Bearer Notes are subject to U.S. tax law requirements and may not be offered, sold or delivered within the 

United States or its possessions or to a United States person, except in certain transactions permitted by 

U.S. tax regulations.  Terms used in this paragraph have the meanings given to them by the Code and U.S. 

Treasury regulations thereunder. 

In connection with any Notes which are offered or sold in offshore transactions in reliance on an exemption 

from the registration requirements of the Securities Act provided under Regulation S (Regulation S Notes), 

each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be 

required to represent and agree, that it will not offer, sell or deliver such Notes (i) as part of their distribution 

at any time, or (ii) otherwise until 40 days after the completion of the distribution, as determined and 

certified by the relevant Dealer or, in the case of an issue of Notes on a syndicated basis, the relevant lead 

manager, of all Notes of the Tranche of which such Notes are a part, within the United States or to, or for the 

account or benefit of, U.S. persons, except in either case in accordance with Rule 903 of Regulation S under 

the Securities Act (including the prohibition on directed-selling efforts in the United States under Rule 

903(a)(2) of Regulation S).  Each Dealer has further agreed, and each further Dealer appointed under the 

Programme will be required to agree, that it will send to each dealer to which it sells any Notes during the 

distribution compliance period a confirmation or other notice setting forth the restrictions on offers and sales 

of the Notes within the United States or to, or for the account or benefit of, U. S. persons.  Terms used in this 

paragraph have the meanings given to them by Regulation S under the Securities Act. 

Until 40 days after the commencement of the offering of any Series of Notes, an offer or sale of such Notes 

within the United States by any dealer (whether or not participating in the offering) may violate the 

registration requirements of the Securities Act if such offer or sale is made otherwise than in accordance with 

an available exemption from registration under the Securities Act. 

The Programme Agreement provides that selected Dealers, through their selling agents which are registered 

broker-dealers in the United States, may resell Notes in the United States to QIBs pursuant to Rule 144A 

under the Securities Act and each such purchaser of Notes is hereby notified that the Dealers may be relying 

on the exemption from the registration requirements of the Securities Act provided by Rule 144A. 

Each Dealer appointed under the Programme Agreement will be required to represent and agree in respect of 

transactions under Rule 144A that it has not (and will not), nor has (nor will) any person acting on its behalf, 

(a) made offers or sales of any security, or solicited offers to buy, or otherwise negotiated in respect of any 

security under circumstances that would require the registration of the Notes under the Securities Act, or 

(b) engaged in any form of general solicitation or general advertising (within the meaning of Rule 502(c) 

under the Securities Act) in connection with any offer or sale of Notes in the United States. 

Public Offer Selling Restriction under the Prospectus Directive 

In relation to each Member State of the European Economic Area which has implemented the Prospectus 

Directive (each, a Relevant Member State), each Dealer has represented and agreed, and each further 

Dealer appointed under the Programme will be required to represent and agree, that with effect from and 

including the date on which the Prospectus Directive is implemented in that Relevant Member State (the 

Relevant Implementation Date) it has not made and will not make an offer of Notes to the public in that 
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Relevant Member State, except that it may, with effect from and including the Relevant Implementation 

Date, make an offer of Notes to the public in that Relevant Member State: 

(i) if the final terms in relation to the Notes specify that an offer of those Notes may be made other than 

pursuant to Article 3(2) of the Prospectus Directive in that Relevant Member State (a Non-exempt 

Offer), following the date of publication of a prospectus in relation to such Notes which has been 

approved by the competent authority in that Relevant Member State or, where appropriate, approved 

in another Relevant Member State and notified to the competent authority in that Relevant Member 

State, provided that any such prospectus has subsequently been completed by the final terms 

contemplating such Non-exempt Offer, in accordance with the Prospectus Directive, in the period 

beginning and ending on the dates specified in such prospectus or final terms, as applicable, and the 

Issuer has consented in writing to its use for the purpose of that Non-exempt Offer; 

(ii) at any time to any legal entity which is a qualified investor as defined in the Prospectus Directive; 

(iii) at any time to fewer than 100 or, if the Relevant Member State has implemented the relevant 

provision of the 2010 PD Amending Directive (as defined below), 150 natural or legal persons (other 

than qualified investors as defined in the Prospectus Directive) subject to obtaining the prior consent 

of the relevant Dealer or Dealers nominated by the Issuer for any such offer; or 

(iv) at any time in any other circumstances falling within Article 3(2) of the Prospectus Directive, 

provided that no such offer of Notes referred to in paragraphs (ii) to (iv) above shall require the Issuer or any 

Dealer to publish a prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus 

pursuant to Article 16 of the Prospectus Directive. 

For the purposes of this provision, the term Notes means all Notes and the expression an offer of Notes to 

the public in relation to any Notes in any Relevant Member State means the communication in any form and 

by any means of sufficient information on the terms of the offer and the Notes to be offered so as to enable 

an investor to decide to purchase or subscribe for the Notes, as the same may be varied in that Member State 

by any measure implementing the Prospectus Directive in that Member State, and the expression Prospectus 

Directive means Directive 2003/71/EC (and amendments thereto, including the 2010 PD Amending 

Directive, to the extent implemented in the Relevant Member State), and includes any relevant implementing 

measure in the Relevant Member State and the expression 2010 PD Amending Directive means Directive 

2010/73/EU. 

Prohibition of Sales to EEA Retail Investors 

From 1 January 2018, each Dealer has represented and agreed, and each further Dealer appointed under the 

Programme will be required to represent and agree, that it has not offered, sold or otherwise made available 

and will not offer, sell or otherwise make available any Notes which are the subject of the offering 

contemplated by this Prospectus as completed by the Final Terms in relation thereto to any retail investor in 

the European Economic Area.  For the purposes of this provision: 

a) the expression "retail investor" means a person who is one (or more) of the following: 

(i) a retail client as defined in point (11) of Article 4(1) of Directive 

2014/65/EU (as amended, MiFID II); or 

(ii) a customer within the meaning of Directive 2002/92/EC (as amended, the 

Insurance Mediation Directive), where that customer would not qualify as 

a professional client as defined in point (10) of Article 4(1) of MiFID II; 

b) the expression "offer" includes the communication in any form and by any means of 

sufficient information on the terms of the offer and the Notes to be offered so as to enable an 

investor to decide to purchase or subscribe the Notes. 
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United Kingdom 

Each Dealer has represented and agreed and each further Dealer appointed to the Programme will be 

required to represent and agree that: 

(i) in relation to any Notes having a maturity of less than one year, (i) it is a person whose ordinary 

activities involve it in acquiring, holding, managing or disposing of investments (as principal or 

agent) for the purposes of its business, and (ii) it has not offered or sold and will not offer or sell any 

Notes other than to persons whose ordinary activities involve them in acquiring, holding, managing 

or disposing of investments (as principal or as agent) for the purposes of their businesses or who it is 

reasonable to expect will acquire, hold, manage or dispose of investments (as principal or agent) for 

the purposes of their businesses where the issue of the Notes would otherwise constitute a 

contravention of Section 19 of the FSMA by the Issuer; 

(ii) it has only communicated or caused to be communicated and will only communicate or cause to be 

communicated an invitation or inducement to engage in investment activity (within the meaning of 

Section 21 of the FSMA) received by it in connection with the issue or sale of any Notes in 

circumstances in which Section 21(1) of the FSMA does not apply to the Issuer; and 

(iii) it has complied and will comply with all applicable provisions of the FSMA with respect to anything 

done by it in relation to any Notes in, from or otherwise involving the United Kingdom. 

Japan 

The Notes have not been and will not be registered under the Financial Instruments and Exchange Act of 

Japan (Law No. 25 of 1948, as amended: the FIEA) and each Dealer has represented and agreed, and each 

further Dealer appointed under the Programme will be required to represent and agree, that it has not offered 

or sold and will not offer or sell any Notes, directly or indirectly, in Japan or to, or for the benefit of, any 

resident of Japan (as defined under Item 5, Paragraph 1, article 6 of the Foreign Exchange and Foreign Trade 

Control Law (Law No. 228 of 1949, as amended)), or to others for re-offering or resale, directly or 

indirectly, in Japan or to, or for the benefit of, a resident of Japan except pursuant to an exemption from the 

registration requirements of, and otherwise in compliance with, the FIEA and any other applicable laws, 

regulations and ministerial guidelines of Japan. 

Norway 

Each Dealer represents and agrees, and each further Dealer appointed under the Programme will be required 

to represent and agree that, unless the Issuer has confirmed in writing to each Dealer that the Preliminary 

Base Prospectus and the Base Prospectus have been filed with the FSAN, it has not, directly or indirectly, 

offered or sold and will not, directly or indirectly, offer or sell any Notes in Norway or to residents of 

Norway except:  

(a) in respect of an offer of Notes addressed to investors subject to a minimum purchase of Notes for a 

total consideration of not less than €100,000 per investor;  

(b) to "professional investors" as defined in Section 7-1 in the Norwegian Securities Regulation of 29 

June 2007 no. 876; 

(c) to fewer than 150 natural or legal persons (other than "professional investors" as defined in Section 

7-1 in the Norwegian Securities Regulation of 29 June 2007 no. 876), subject to obtaining the prior 

consent of the relevant Dealer or Dealers for any such offer; and 

(d) in any other circumstances provided that no such offer of Notes shall result in a requirement for the 

registration, or the publication by the Issuer or the Dealer or Dealers of a prospectus pursuant to the 

Norwegian Securities Trading Act of 29 June 2007. 



 

 
0013726-0003830 ICM:27128339.10 240  
 

The Notes shall be registered with the Norwegian Central Securities Depository unless (i) the Notes are 

denominated in NOK and offered or sold outside of Norway to non-Norwegian tax residents only, or (ii) the 

Notes are denominated in a currency other than NOK and offered or sold outside of Norway. 

General 

Each Dealer has agreed, and each further Dealer appointed under the Programme will be required to agree, 

that it will (to the best of its knowledge and belief) comply with all applicable securities laws and regulations 

in force in any jurisdiction in which it purchases, offers, sells or delivers Notes or possesses or distributes 

this Base Prospectus and will obtain any consent, approval or permission required by it for the purchase, 

offer, sale or delivery by it of Notes under the laws and regulations in force in any jurisdiction to which it is 

subject or in which it makes such purchases, offers, sales or deliveries and neither the Issuer nor any of the 

other Dealers shall have any responsibility therefor.  

None of the Issuer or the Dealers represents that Notes may at any time lawfully be sold in compliance with 

any applicable registration or other requirements in any jurisdiction, or pursuant to any exemption available 

thereunder, or assumes any responsibility for facilitating such sale. 

With regard to each Tranche, the relevant Dealer will be required to comply with such other restrictions as 

the Issuer and the relevant Dealer shall agree and as shall be set out in the applicable Final Terms. 
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BOOK-ENTRY CLEARANCE SYSTEMS 

The information set out below is subject to any change in or reinterpretation of the rules, regulations and 

procedures of the Clearing Systems currently in effect.  The information in this section concerning the 

Clearing Systems has been obtained from sources that the Issuer believes to be reliable, but neither the 

Issuer nor any Dealer takes any responsibility for the accuracy thereof.  Investors wishing to use the 

facilities of any of the Clearing Systems are advised to confirm the continued applicability of the rules, 

regulations and procedures of the relevant Clearing System.  Neither the Issuer nor any other party to the 

Agency Agreement will have any responsibility or liability for any aspect of the records relating to, or 

payments made on account of, beneficial ownership interests in the Notes held through the facilities of any 

Clearing System or for maintaining, supervising or reviewing any records relating to such beneficial 

ownership interests. 

Book-entry Systems 

DTC 

DTC has advised the Issuer that it is a limited purpose trust company organised under the New York 

Banking Law, a "banking organisation" within the meaning of the New York Banking Law, a member of the 

Federal Reserve System, a "clearing corporation" within the meaning of the New York Uniform 

Commercial Code and a "clearing agency" registered pursuant to Section 17A of the Exchange Act.  DTC 

holds and provides asset servicing for securities that its participants (Direct Participants) deposit with DTC.  

DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities 

transactions in deposited securities through electronic computerised book-entry transfers and pledges 

between Direct Participants' accounts, thereby eliminating the need for physical movement of securities 

certificates.  Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust 

companies, clearing corporations and certain other organisations.  DTC is a wholly owned subsidiary of The 

Depository Trust & Clearing Corporation (DTCC).  DTCC, in turn, is owned by a number of Direct 

Participants of DTC and Members of the National Securities Clearing Corporation, Government Securities 

Clearing Corporation, MBS Clearing Corporation, and Emerging Markets Clearing Corporation (NSCC, 

GSCC, MBSCC and EMCC, also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., 

the American Stock Exchange LLC and the National Association of Securities Dealers, Inc.  Access to the 

DTC System is also available to others such as securities brokers and dealers, banks, trust companies and 

clearing corporations that clear through or maintain a custodial relationship with a Direct Participant, either 

directly or indirectly (Indirect Participants).  DTC has Standard & Poor's highest rating: AAA.  The DTC 

Rules applicable to its participants are on file with the Securities and Exchange Commission.  More 

information about DTC can be found at www.dtcc.com. 

Purchases of Notes under the DTC system (DTC Notes) must be made by or through Direct Participants, 

which will receive a credit for the DTC Notes on DTC's records.  The ownership interest of each actual 

purchaser of each Note (Beneficial Owner) is in turn to be recorded on the Direct Participant's and Indirect 

Participant's records.  Beneficial Owners will not receive written confirmation from DTC of their purchase, 

but Beneficial Owners are expected to receive written confirmations providing details of the transaction, as 

well as periodic statements of their holdings, from the Direct or Indirect Participant through which the 

Beneficial Owner entered into the transaction.  Transfers of ownership interests in the DTC Notes are to be 

accomplished by entries made on the books of participants acting on behalf of Beneficial Owners.  

Beneficial Owners will not receive certificates representing their ownership interests in DTC Notes, except 

in the event that use of the book-entry system for the DTC Notes is discontinued. 

To facilitate subsequent transfers, all DTC Notes deposited by Direct Participants with DTC are registered in 

the name of DTC's partnership nominee, Cede & Co. or such other nominee as may be requested by an 

authorised representative of DTC.  The deposit of DTC Notes with DTC and their registration in the name of 

Cede & Co. or such other nominee do not effect any change in beneficial ownership.  DTC has no 

knowledge of the actual Beneficial Owners of the DTC Notes; DTC's records reflect only the identity of the 

Direct Participants to whose accounts such DTC Notes are credited, which may or may not be the Beneficial 
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Owners.  The Direct Participants and Indirect Participants will remain responsible for keeping account of 

their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to 

Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be 

governed by arrangements among them, subject to any statutory or regulatory requirements as may be in 

effect from time to time. 

Redemption notices shall be sent to DTC.  If less than all of the DTC Notes within an issue are being 

redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in such 

issue to be redeemed. 

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to DTC Notes 

unless authorised by a Direct Participant in accordance with DTC's Procedures.  Under its usual procedures, 

DTC mails an Omnibus Proxy to the Issuer as soon as possible after the record date.  The Omnibus Proxy 

assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose accounts the DTC 

Notes are credited on the record date (identified in a listing attached to the Omnibus Proxy). 

Principal and interest payments on the DTC Notes will be made to Cede & Co., or such other nominee as 

may be requested by an authorised representative of DTC.  DTC's practice is to credit Direct Participants' 

accounts, upon DTC's receipt of funds and corresponding detail information from the Issuer or the Principal 

Paying Agent, on the payable date in accordance with their respective holdings shown on DTC's records.  

Payments by participants to Beneficial Owners will be governed by standing instructions and customary 

practices, as is the case with securities held for the accounts of customers in bearer form or registered in 

"street name", and will be the responsibility of such participant and not of DTC or its nominee, the Principal 

Paying Agent or the Issuer, subject to any statutory or regulatory requirements as may be in effect from time 

to time.  Payment of redemption proceeds, distributions and dividend payments to Cede & Co. (or such other 

nominee as may be requested by an authorised representative of DTC) is the responsibility of the Issuer or 

Principal Paying Agent, disbursement of such payments to Direct Participants will be the responsibility of 

DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct 

Participants and Indirect Participants. 

Under certain circumstances, DTC will exchange the DTC Notes for Registered Definitive Notes, which it 

will distribute to its participants in accordance with their proportionate entitlements and which, if 

representing interests in a Rule 144A Global Note, will be legended as set out under "Subscription and Sale 

and Transfer and Selling Restrictions". 

Since DTC may only act on behalf of Direct Participants, who in turn act on behalf of Indirect Participants, 

any Beneficial Owner desiring to pledge DTC Notes to persons or entities that do not participate in DTC, or 

otherwise take actions with respect to such DTC Notes, will be required to withdraw its Registered Notes 

from DTC as described below. 

Euroclear and Clearstream, Luxembourg 

Euroclear and Clearstream, Luxembourg each holds securities for its customers and facilitates the clearance 

and settlement of securities transactions by electronic book-entry transfer between their respective 

accountholders.  Euroclear and Clearstream, Luxembourg provide various services including safekeeping, 

administration, clearance and settlement of internationally traded securities and securities lending and 

borrowing.  Euroclear and Clearstream, Luxembourg also deal with domestic securities markets in several 

countries through established depository and custodial relationships.  Euroclear and Clearstream, 

Luxembourg have established an electronic bridge between their two systems across which their respective 

participants may settle trades with each other. 

Euroclear and Clearstream, Luxembourg customers are world-wide financial institutions, including 

underwriters, securities brokers and dealers, banks, trust companies and clearing corporations.  Indirect 
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access to Euroclear and Clearstream, Luxembourg is available to other institutions that clear through or 

maintain a custodial relationship with an accountholder of either system. 

Book-entry Ownership of and Payments in respect of DTC Notes 

The Issuer may apply to DTC in order to have any Tranche of Notes represented by a Registered Global 

Note accepted in its book-entry settlement system.  Upon the issue of any such Registered Global Note, DTC 

or its custodian will credit, on its internal book-entry system, the respective nominal amounts of the 

individual beneficial interests represented by such Registered Global Note to the accounts of persons who 

have accounts with DTC.  Such accounts initially will be designated by or on behalf of the relevant Dealer.  

Ownership of beneficial interests in such a Registered Global Note will be limited to Direct Participants or 

Indirect Participants, including, in the case of any Regulation S Global Note, the respective depositaries of 

Euroclear and Clearstream, Luxembourg.  Ownership of beneficial interests in a Registered Global Note 

accepted by DTC will be shown on, and the transfer of such ownership will be effected only through, records 

maintained by DTC or its nominee (with respect to the interests of Direct Participants) and the records of 

Direct Participants (with respect to interests of Indirect Participants). 

Payments in U.S. dollars of principal and interest in respect of a Registered Global Note accepted by DTC 

will be made to the order of DTC or its nominee as the registered holder of such Note.  In the case of any 

payment in a currency other than U.S. dollars, payment will be made to the Exchange Agent on behalf of 

DTC or its nominee and the Exchange Agent will (in accordance with instructions received by it) remit all or 

a portion of such payment for credit directly to the beneficial holders of interests in the Registered Global 

Note in the currency in which such payment was made and/or cause all or a portion of such payment to be 

converted into U.S. dollars and credited to the applicable Participants' accounts. 

The Issuer expects DTC to credit accounts of Direct Participants on the applicable payment date in 

accordance with their respective holdings as shown in the records of DTC unless DTC has reason to believe 

that it will not receive payment on such payment date.  The Issuer also expects that payments by participants 

to beneficial owners of Notes will be governed by standing instructions and customary practices, as is the 

case with securities held for the accounts of customers, and will be the responsibility of such participant and 

not the responsibility of DTC, the Principal Paying Agent, the Registrar or the Issuer.  Payment of principal, 

premium, if any, and interest, if any, on Notes to DTC is the responsibility of the Issuer. 

Transfers of Notes Represented by Registered Global Notes 

Transfers of any interests in Notes represented by a Registered Global Note within DTC, Euroclear and 

Clearstream, Luxembourg will be effected in accordance with the customary rules and operating procedures 

of the relevant clearing system.  The laws in some States within the United States require that certain persons 

take physical delivery of securities in definitive form.  Consequently, the ability to transfer Notes represented 

by a Registered Global Note to such persons may depend upon the ability to exchange such Notes for Notes 

in definitive form.  Similarly, because DTC can only act on behalf of Direct Participants in the DTC system 

who in turn act on behalf of Indirect Participants, the ability of a person having an interest in Notes 

represented by a Registered Global Note accepted by DTC to pledge such Notes to persons or entities that do 

not participate in the DTC system or otherwise to take action in respect of such Notes may depend upon the 

ability to exchange such Notes for Notes in definitive form.  The ability of any holder of Notes represented 

by a Registered Global Note accepted by DTC to resell, pledge or otherwise transfer such Notes may be 

impaired if the proposed transferee of such Notes is not eligible to hold such Notes through a Direct 

Participant or an Indirect Participant in the DTC system. 

Subject to compliance with the transfer restrictions applicable to the Registered Notes described under 

"Subscription and Sale and Transfer and Selling Restrictions", cross-market transfers between DTC, on the 

one hand, and directly or indirectly through Clearstream, Luxembourg or Euroclear accountholders, on the 

other, will be effected by the relevant clearing system in accordance with its rules and through action taken 

by the Registrar, the Principal Paying Agent and any custodian (Custodian) with whom the relevant 

Registered Global Notes have been deposited. 
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On or after the Issue Date for any Series, transfers of Notes of such Series between accountholders in 

Clearstream, Luxembourg and Euroclear and transfers of Notes of such Series between participants in DTC 

will generally have a settlement date three business days after the trade date (T+3).  The customary 

arrangements for delivery versus payment will apply to such transfers. 

Cross-market transfers between accountholders in Clearstream, Luxembourg or Euroclear and DTC 

participants will need to have an agreed settlement date between the parties to such transfer.  Because there 

is no direct link between DTC, on the one hand, and Clearstream, Luxembourg and Euroclear, on the other, 

transfers of interests in the relevant Registered Global Notes will be effected through the Registrar, the 

Principal Paying Agent and the Custodian receiving instructions (and, where appropriate, certification) from 

the transferor and arranging for delivery of the interests being transferred to the credit of the designated 

account for the transferee.  In the case of cross-market transfers, settlement between Euroclear or 

Clearstream, Luxembourg accountholders and DTC participants cannot be made on a delivery versus 

payment basis.  The securities will be delivered on a free delivery basis and arrangements for payment must 

be made separately. 

DTC, Clearstream, Luxembourg and Euroclear have each published rules and operating procedures designed 

to facilitate transfers of beneficial interests in Registered Global Notes among participants and 

accountholders of DTC, Clearstream, Luxembourg and Euroclear.  However, they are under no obligation to 

perform or continue to perform such procedures, and such procedures may be discontinued or changed at any 

time.  None of the Issuer, the Agents or any Dealer will be responsible for any performance by DTC, 

Clearstream, Luxembourg or Euroclear or their respective Direct Participant or Indirect Participants or 

accountholders of their respective obligations under the rules and procedures governing their operations and 

none of them will have any liability for any aspect of the records relating to or payments made on account of 

beneficial interests in the Notes represented by Registered Global Notes or for maintaining, supervising or 

reviewing any records relating to such beneficial interests. 

VPS 

Verdipapirsentralen ASA is a Norwegian public limited liability company which is licensed to register 

financial instruments in Norway in accordance with the Act of 5 July 2002 no. 64 on the Registration of 

Financial Instruments (the Securities Register Act).  The Securities Register Act requires that, among other 

things, all notes and bonds issued in Norway shall be registered in the VPS (the VPS Securities), except 

notes and bonds (i) issued by Norwegian issuers outside Norway and denominated in Norwegian kroner with 

subscription limited to non-Norwegian tax residents only, or in a currency other than Norwegian kroner, or 

(ii) issued by foreign issuers in a currency other than Norwegian kroner. 

VPS is a paperless securities registry and registration of ownership, transfer and other rights to financial 

instruments are evidenced by book entries in the registry.  Any issuer of VPS Securities will be required to 

have an account (issuer's account) where all the VPS Securities are registered in the name of the holder and 

each holder is required to have her/his own account (investor's account) showing such person's holding of 

VPS Securities at any time.  Both the issuer and the VPS Noteholder will, for the purposes of registration in 

the VPS, have to appoint an account operator which will normally be a Norwegian bank or Norwegian 

investment firm. 

It is possible for Note holders to register a holding of VPS Securities through a nominee approved by the 

FSAN. 
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INDEPENDENT AUDITOR 

The financial statements of SpareBank 1 Boligkreditt AS as of and for the years ended 31 December 2016, 

2015 and 2014 and the information presented in the Board of Directors report concerning the financial 

statements and the going concern assumption, and the proposal in the financial statements for the allocation 

of profit, both incorporated in this Base Prospectus by reference, and management's fulfilment of its duty to 

produce a proper and clearly set out registration and documentation of accounting information as of 31 

December 2016, 2015 and 2014 have been audited by Deloitte AS, independent auditor, as stated in their 

reports incorporated herein by reference.  Deloitte AS are members of Den norske revisorforening (the 

Norwegian Institute of Public Accountants), which is the professional body for registered public accountants 

and state authorised public accountants in Norway. 
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LEGAL MATTERS 

Certain matters as to English Law and U.S. Law in respect of the Notes and the Programme will be opined 

upon for the Dealers by Allen & Overy LLP and Linklaters LLP (as Issuer’s counsel).  Advokatfirmaet BA-

HR DA will opine upon certain matters of Norwegian law for the Issuer and the Dealers. 
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GENERAL INFORMATION 

Authorisation 

The establishment of the Programme and the issue of Notes have been duly authorised by a resolution of the 

Board of Directors of the Issuer dated 9 June 2007.  The update of the Programme has been duly authorised 

by a resolution of the Board of Directors dated 23 October 2013 and is valid for five years until the end of 

2018. 

Approval of the Base Prospectus, Admission to Trading and Listing of Notes 

Application has been made to the CSSF to approve this document as a base prospectus.  Application has also 

been made to the Luxembourg Stock Exchange for Ordinary Notes issued under the Programme during the 

period of 12 months from the date of this Base Prospectus to be admitted to trading on the Luxembourg 

Stock Exchange's regulated market and to be listed on the official list of the Luxembourg Stock Exchange.  

The Luxembourg Stock Exchange's regulated market is a regulated market for the purposes of the 

Investment Services Directive and the Markets in Financial Instruments Directive (Directive 2004/39/EC).  

The listing of the Ordinary Notes on the official list of the Luxembourg Stock Exchange will be expressed as 

a percentage of their nominal amount (excluding accrued interest).  It is expected that each Tranche of Notes 

which is to be listed on the official list of the Luxembourg Stock Exchange will be admitted separately as 

and when issued, subject only to the issue of a Temporary Global Note, a Permanent Global Note, a 

Regulation S Global Note or a Rule 144A Global Note initially representing the Notes of such Tranche. 

Documents Available 

So long as Notes are capable of being issued under the Programme, copies of the following documents will, 

when published, be available from the registered office of the Issuer and from the specified offices of the 

Paying Agents for the time being in London and in Luxembourg: 

(a) the constitutional documents (with an English translation thereof) of the Issuer; 

(b) the most recently published audited financial statements of the Issuer in respect of the financial year 

ended 31 December 2014 (with an English translation thereof), in each case together with the audit 

reports prepared in connection therewith.  The Issuer currently prepares audited accounts on an 

annual basis; 

(c) the most recently published audited financial statements of the Issuer in respect of the financial year 

ended 31 December 2015 (with an English translation thereof), in each case together with the audit 

reports prepared in connection therewith.  The Issuer currently prepares audited accounts on an 

annual basis; 

(d) the most recently published audited financial statements of the Issuer in respect of the financial year 

ended 31 December 2016 (with an English translation thereof), in each case together with the audit 

reports prepared in connection therewith.  The Issuer currently prepares audited accounts on an 

annual basis; 

(e) the most recently published unaudited financial statements of the Issuer in respect of the three 

months ended 31 March 2017 (with an English translation thereof).  The Issuer currently prepares 

unaudited accounts on a quarterly basis; 

(f) the Programme Agreement, the Agency Agreement, the Deed of Covenant and the forms of the 

Global Notes, the Definitive Notes and the Coupons and the Talons; 

(g) a copy of this Base Prospectus; 
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(h) any future prospectuses, information memoranda and supplements including Final Terms (save that 

Final Terms relating to a Note which is neither admitted to trading on a regulated market in the 

European Economic Area nor offered in the European Economic Area in circumstances where a 

prospectus is required to be published under the Prospectus Directive will only be available for 

inspection by a holder of such Note and such holder must produce evidence satisfactory to the Issuer 

and the Paying Agent as to its holding of Notes and identity) to this Base Prospectus and any other 

documents incorporated herein or therein by reference; and 

(i) in the case of each issue of Notes admitted to trading on the Luxembourg Stock Exchange's 

regulated market subscribed pursuant to a subscription agreement, the subscription agreement (or 

equivalent document). 

In addition, copies of this Base Prospectus, each Final Terms relating to Notes (other than VPS Notes) which 

are admitted to trading on the Luxembourg Stock Exchange's regulated market and each document 

incorporated by reference are available on the Luxembourg Stock Exchange's website (www.bourse.lu). 

Investors should consult the Issuer should they require a copy of the ISDA Definitions. 

Clearing Systems 

The Bearer Notes have been accepted for clearance through Euroclear and Clearstream, Luxembourg.  The 

appropriate Common Code and ISIN for each Tranche of Bearer Notes allocated by Euroclear and 

Clearstream, Luxembourg will be specified in the applicable Final Terms.  In addition, the Issuer may make 

an application for any Registered Notes to be accepted for trading in book-entry form by DTC.  The CUSIP 

and/or CINS numbers for each Tranche of Registered Notes, together with the relevant ISIN and Common 

Code, will be specified in the applicable Final Terms.  If the Notes are to clear through an additional or 

alternative clearing system (including the VPS) the appropriate information will be specified in the 

applicable Final Terms.  Euroclear; Clearstream, Luxembourg; DTC; and the VPS are the entities in charge 

of keeping the records. 

The address of Euroclear is Euroclear Bank S.A./N.V., 1 Boulevard du Roi Albert II, B-1210 Brussels and 

the address of Clearstream, Luxembourg is Clearstream Banking, société anonyme, 42 Avenue JF Kennedy, 

L-1855 Luxembourg; the address of the DTC is 55 Water Street, 22nd Floor, New York, NY 10041-0099 

(USA); and the address of the VPS is Fred. Olsens gate 1, 0152 Oslo, Norway. 

Conditions for Determining Price 

The price and amount of Notes to be issued under the Programme will be determined by the Issuer and the 

relevant Dealer at the time of issue in accordance with prevailing market conditions. 

Yield 

In relation to any Tranche of Fixed Rate Notes, an indication of the yield in respect of such Notes will be 

specified in the applicable Final Terms.  The yield is calculated at the Issue Date of the Notes on the basis of 

the relevant Issue Price.  The yield indicated will be calculated as the yield to maturity as at the Issue Date of 

the Notes and will not be an indication of future yield. 

Significant or Material Adverse Change 

There has been no material adverse change in the prospects of the Issuer since 31 December 2016 and there 

has been no significant change in the financial or trading position of the Issuer since 31 March 2017. 

Litigation  

The Issuer is not and has not been involved in any governmental, legal or arbitration proceedings (including 

any such proceedings which are pending or threatened of which the Issuer is aware) in the 12 months 

http://www.bourse.lu/
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preceding the date of this document which may have or have in such period had a significant effect on the 

financial position or profitability of the Issuer.  



 

 
0013726-0003830 ICM:27128339.10   
 

INDEX OF DEFINED TERMS 

$ .......................................................................... 24 

£ .......................................................................... 24 

€ .......................................................................... 24 

2010 PD Amending Directive ...... 1, 156, 157, 238 

2014 Annual Report ........................................... 41 

2015 Annual Report ........................................... 40 

2016 Annual Report ........................................... 40 

2017 Q1 Investor Report .................................... 77 

Accrual Period .......................................... 168, 195 

Act .................................................................. 6, 32 

Actual/Actual (ICMA) ..................................... 195 

Agency Agreement ........................... 164, 210, 234 

Agents ....................................................... 165, 193 

an offer of Notes to the public .......................... 238 

applicable Final Terms ..................... 151, 165, 192 

Arranger.............................................................. 27 

Base Prospectus .................................................... 1 

Basel III .............................................................. 22 

BCBS .................................................................. 22 

Bearer Definitive Notes .................................... 164 

Bearer Global Note ........................................... 152 

Bearer Global Notes ......................................... 152 

Bearer Notes ................................................. 1, 165 

Beneficial Owner .............................................. 241 

BN Bank ........................................................... 115 

Board ................................................................ 150 

Business Day ............................................ 170, 196 

C Rules ............................................................... 34 

Calculation Agency Agreement ....................... 210 

Calculation Agent ............................. 170, 197, 210 

Calculation Amount ................................. 189, 210 

Capital Defaulting Shareholder(s) ...................... 94 

Capital Non-Defaulting Shareholders ................ 94 

Category A Shareholders .................................... 27 

Category B Shareholders .................................... 27 

Category C Shareholders .................................... 27 

CFTC .................................................................. 13 

CIBOR ...................................................... 189, 211 

CITA ......................................................... 189, 211 

Clearing Systems ................................................ 33 

Clearstream, Luxembourg ........................ 151, 166 

Code ............................................................. 2, 183 

Commercial Mortgages .................................... 148 

Commission ........................................................ 89 

Commission's proposal ....................................... 23 

Common Depositary ......................................... 151 

Common Safekeeper ........................................ 151 

Conditions .................................................... 1, 156 

Co-operative Savings Banks............................... 50 

Couponholders .................................................. 165 

Coupons ............................................................ 164 

Cover Pool .................................. 32, 147, 189, 211 

Covered Bond Swaps ......................................... 32 

Covered Bonds ................................................... 32 

CPI ................................................................... 128 

CRA Regulation .................................................. 1 

Credit Institution .............................................. 147 

CSSF .................................................................... 1 

Currency Swap ................................ 190, 211, 214 

Currency Swap Agreement .............. 190, 211, 214 

Currency Swap Provider .......................... 190, 211 

Custodian ......................................................... 243 

D Rules .............................................................. 34 

Day Count Fraction.................. 168, 172, 195, 199 

Dealers ........................................................... 1, 28 

Deed of Covenant ............................................ 165 

Defaulting Shareholder ...................................... 95 

Designated Account ......................................... 176 

Designated Bank .............................................. 176 

Designated Maturity ................................ 170, 197 

Determination Date ............................................ 97 

Determination Period ............................... 169, 195 

Direct Participants ........................................... 241 

Distribution Compliance Period .............. 190, 211 

Dodd-Frank Act ................................................. 13 

DTC ................................................................. 153 

DTC Notes ....................................................... 241 

EEA ..................................................... 3, 135, 148 

Eligible Loans .................................................... 87 

EMIR ................................................................. 13 

EONIA ..................................................... 190, 211 

ERISA .......................................................... 2, 230 

ERISA Plans .................................................... 230 

Established Rate ...................................... 190, 211 

EURIBOR ................................................ 190, 211 

euro .................................................... 24, 190, 211 

Euroclear .................................................. 151, 166 

Exchange ......................................................... 211 

Exchange Agent ......................................... 28, 164 

Exchange Date ................................................. 151 

Exchange Event ....................................... 152, 166 

Exchange Notice ...................................... 179, 204 

Extended Final Maturity Date ........... 10, 190, 211 

FATCA Withholding Tax ................................ 183 

Final Redemption Amount ................................ 30 

Final Terms .......................................................... 1 

Financial Undertaking ..................................... 147 

first person ....................................................... 213 

Fitch ..................................................................... 1 

Fixed Interest Period ................................ 168, 194 

Fixed Rate Note ............................................... 211 

Fixed Rate Notes ............................................... 30 

Floating Rate ............................................ 170, 197 

Floating Rate Note ........................................... 211 

Floating Rate Notes ........................................... 30 

Floating Rate Option................................ 170, 197 

foreign passthru payments ............................... 229 

FSAN ................................................................. 15 



 

 
0013726-0003830 ICM:27128339.10 251  
 

FSMA ................................................................. 28 

FTT ............................................................. 23, 220 

Fund .................................................................. 134 

Global Note ...................................................... 164 

Government Loans ........................................... 148 

HIBOR...................................................... 190, 211 

holder of Notes ................................................. 167 

holders .............................................................. 165 

holders of VPS Notes ....................................... 192 

IFRS ................................................................... 60 

IGAs ................................................................. 229 

Indirect Participants .......................................... 241 

Inspector ........................................................... 150 

Insurance Mediation Directive ......................... 238 

Interest Amount ........................................ 171, 198 

Interest Commencement Date .......................... 211 

Interest Payment Date .............................. 169, 196 

Interest Rate Swap ............................ 190, 212, 215 

Interest Rate Swap Agreement ......... 190, 212, 215 

Interest Rate Swap Provider ..................... 190, 212 

Investor Report ................................................... 41 

Investor's Currency ............................................... 7 

IRB ..................................................................... 73 

ISDA Definitions ...................................... 170, 197 

ISDA Rate ................................................ 170, 197 

Issue Date ......................................................... 212 

Issue Price........................................................... 29 

Issuer .............................................. 1, 26, 164, 192 

Kredittforetak ..................................................... 26 

LCR .................................................................... 22 

Legislation ........................................................ 147 

LIBOR ...................................................... 190, 212 

Long Maturity Note .......................................... 175 

Longest Dated Notes .......................................... 98 

LTV .................................................................... 57 

Maturities............................................................ 29 

MiFID II ....................................................... 3, 238 

Moody's ................................................ 1, 190, 212 

Mortgage Loans ............................................ 15, 84 

NGN ......................................................... 151, 176 

NIBOR...................................................... 190, 212 

NICS ................................................................... 11 

NOK ........................................................... 24, 128 

Non-exempt Offer ............................................ 238 

Non-retiring Shareholders .................................. 98 

Nord-Norge Group ........................................... 110 

Norges Bank ..................................................... 128 

Noteholders ........................................ 32, 165, 167 

Notes ..................................................................... 1 

NSFR .................................................................. 22 

OECD ............................................................... 148 

OID ................................................................... 222 

Ordinary Note Conditions ............................ 1, 164 

Ordinary Notes ............................................. 1, 164 

Originators .............................................. 15, 27, 84 

Oslo Business Days .......................................... 212 

OTC .................................................................... 13 

outstanding ....................................................... 212 

Overcollateralisation .......................... 15, 167, 194 

participating Member States ............................ 220 

parties in interest or disqualified persons ........ 230 

Paying Agent ..................................................... 28 

Paying Agents .................................................. 164 

Payment Day ............................................ 177, 202 

Permanent Global Note.................................... 152 

Plan Asset Regulation ...................................... 231 

Plans................................................................. 230 

PRIIPs Regulation ............................................... 3 

Principal Paying Agent ...................... 28, 151, 164 

Proceedings .............................................. 189, 210 

Programme ........................................................... 1 

Programme Agreement .................................... 232 

Pro-rata Share .................................................... 98 

Prospectus Directive ............................ 1, 156, 157 

PTCE ............................................................... 230 

Put Notice ................................................ 182, 206 

QIB .................................................................. 190 

QIBs ....................................................... 2, 34, 153 

Rating Agencies ................................. 98, 190, 212 

Re-allocation Date ............................................. 94 

Record Date ..................................................... 176 

records ..................................................... 191, 213 

Redeemed Notes .............................................. 180 

Redeemed VPS Notes ...................................... 205 

Redenomination Date .............................. 191, 213 

Reduced Payments ........................................... 215 

Reference Banks .............................................. 213 

Reference Date................................................... 98 

Reference Rate ......................................... 191, 213 

Register .................................... 147, 176, 191, 213 

Registered Definitive Notes ............................. 164 

Registered Global Notes .................................. 153 

Registered Notes .......................................... 1, 165 

Registrar ..................................................... 28, 164 

Regulated Market................................................. 1 

Regulation S .............................. 1, 2, 34, 151, 191 

Regulation S Global Note ........................ 153, 191 

Regulation S Notes .......................................... 237 

Regulations .................................................... 6, 32 

Relevant Date .......................... 183, 191, 207, 213 

relevant Dealer ..................................................... 1 

Relevant Implementation Date ........................ 237 

Relevant Maturity Date...................................... 97 

Relevant Member State................................ 3, 237 

Relevant Notes ......................................... 191, 213 

relevant Series of Notes ..................................... 10 

Reportable Transactions .................................. 229 

Representative Market Rate ............................... 24 

Reset Date ................................................ 170, 197 

Residential Mortgages ............................... 15, 148 

Retiring Shareholder Bank ................................ 98 

Rule 144A .......................................... 1, 2, 34, 191 

Rule 144A Global Note ........................... 153, 191 

Rule 144A Notes ............................................. 191 



 

 
0013726-0003830 ICM:27128339.10 252  
 

Scorecard ............................................................ 85 

SEC ....................................................................... 2 

second person ................................................... 213 

Securities Act ......................... 1, 34, 191, 234, 236 

Securities Register Act ..................................... 244 

Selection Date ........................................... 181, 205 

Series ........................................................ 165, 192 

Shareholder Banks .................................. 15, 22, 26 

Shareholder Note Commitment .......................... 98 

Shareholder Note Purchase Agreement .............. 96 

Shareholder Notes .............................................. 96 

Shareholders' Agreement .................................... 94 

Shortfall .............................................................. 97 

SIBOR ...................................................... 191, 213 

Similar Law ...................................................... 230 

SpareBank 1 alliance .......................................... 50 

SpareBank 1 banks ............................................. 51 

Specified Currency ........................................... 164 

Specified Denomination ................................... 164 

Specified Time ................................................. 213 

Sterling ............................................................... 24 

STIBOR .................................................... 191, 213 

Subsidiary ......................................................... 213 

sub-unit ..................................................... 169, 195 

Swap Agreement ...................................... 191, 213 

Swap Providers ......................................... 191, 213 

Swaps.................................................. 32, 191, 213 

Talons .............................................................. 164 

TARGET System ..................................... 170, 196 

Tax Jurisdiction ....................................... 183, 207 

Temporary Global Note ................................... 151 

TIBOR ..................................................... 191, 213 

Tier 1 Capital Request ....................................... 94 

Tranche .................................................... 165, 192 

Transfer Agent ........................................... 28, 164 

Transfer Agents ............................................... 164 

Transfer and Servicing Agreement .............. 88, 96 

Transfer Certificate .......................................... 185 

Treaty ....................................................... 191, 213 

U.S. dollars ........................................................ 24 

U.S.$ .................................................................. 24 

Verdipapirsentralen.............................................. 1 

VPS .............................................................. 1, 192 

VPS Agency Agreement .................................. 192 

VPS Agent ................................................. 29, 192 

VPS Conditions ................................................... 1 

VPS Letter ....................................................... 154 

VPS Noteholders ............................................. 192 

VPS Notes .................................................... 1, 192 

VPS Securities ................................................. 244 

VPS Trustee ............................................... 29, 192 

VPS Trustee Agreement .................................. 192 

yen ..................................................................... 24 

 



 

 
0013726-0003830 ICM:27128339.10 253  
 

 

THE ISSUER 

SpareBank 1 Boligkreditt AS 

Bjergsted Terrasse 1 

PO Box 250 

N-4066 Stavanger 

Norway 

CATEGORY A SHAREHOLDERS 

SpareBank 1 Østlandet SpareBank 1 SMN 

Strandgata 15, Postboks 203 Søndre gate 5 

N-2302 Hamar  N-7005 

Norway Norway 

  

SpareBank 1 SR-Bank ASA SpareBank 1 Nord-Norge 

Bjergsted Terrasse 1 Storg. 65 

N-4007 Stavanger N-9008 Tromsø 

Norway Norway 

BN Bank ASA SpareBank 1 BV 

Søndre gate 10 Anton Jenssens gate 2 

N-7005 Trondheim PO Box 75, N-3101 

Norway Norway 

 

PRINCIPAL PAYING AGENT 

Citibank, N.A., London Branch 

Citigroup Centre 

Canada Square 

Canary Wharf 

London E14 5LB 

United Kingdom 

EXCHANGE AGENT AND TRANSFER AGENT 

Citibank, N.A. 

Citigroup Centre 

Canada Square 

Canary Wharf 

London E14 5LB 

United Kingdom 

REGISTRAR 

Citigroup Global Markets Deutschland AG 

Reuterweg 16 

60323 Frankfurt 

Germany 



 

 
0013726-0003830 ICM:27128339.10 254  
 

VPS AGENT 

SpareBank 1 SR-Bank 

Bjergsted Terrasse 1 

N-4007 Stavanger 

Norway 
 

VPS TRUSTEE 

Nordic Trustee ASA 

Haakon VII Gate 1 

P.O. Box 1470 Vika 

0116 Oslo 

Norway 

DEALERS 
 

Barclays Bank PLC Barclays Capital Inc. 

5 The North Colonnade 745 Seventh Avenue 

Canary Wharf New York, NY 10019 

London E14 4BB United States of America 

United Kingdom  

BNP Paribas Citigroup Global Markets Inc. 

10 Harewood Avenue 388 Greenwich Street 

London NW1 6AA New York, NY 10013 

United Kingdom United States of America 

Citigroup Global Markets Limited Commerzbank Aktiengesellschaft 

Citigroup Centre Kaiserstraße 16 (Kaiserplatz) 

Canada Square 60311 Frankfurt am Main 

Canary Wharf Germany 

London E14 5LB  

United Kingdom  

Credit Suisse Securities (Europe) Limited Credit Suisse Securities (USA) LLC 

One Cabot Square 11 Madison Avenue 

London E14 4QJ New York, NY 10010 

United Kingdom United States of America 

Danske Bank A/S Deutsche Bank Aktiengesellschaft 

2-12 Holmens Kanal Mainzer Landstraße 11-17 

DK-1092 Copenhagen K 60329 Frankfurt am Main 

Denmark Germany 

Deutsche Bank Securities Inc. HSBC Bank plc 

60 Wall Street 8 Canada Square 

New York, NY 10005 London E14 5HQ 

United States of America United Kingdom 

HSBC France HSBC Securities (USA) Inc. 

103, avenue des Champs-Elysées 452 Fifth Avenue 

75008 Paris Tower 3 

France New York, NY 10018 

 United States of America 

  



 

 
0013726-0003830 ICM:27128339.10 255  
 

Landesbank Baden-Württemberg Natixis 

Am Hauptbahnhof 2 30 avenue Pierre Mendès France  

70173 Stuttgart 75013 Paris 

Germany France 

  

UniCredit Bank AG 

Arabellastr. 12 

81925 Munich 

Germany 

  

LUXEMBOURG LISTING AGENT AND LUXEMBOURG PAYING AGENT 

Banque Internationale à Luxembourg SA 

69 route d'Esch 

L-2953 Luxembourg 

LEGAL ADVISERS 

To the Issuer as to Norwegian law To the Issuer as to English law and U.S. law 

Advokatfirmaet BA-HR DA Linklaters LLP Linklaters LLP 

PO Box 1524 Vika One Silk Street 1345 Avenue of the Americas 

NO-0117 Oslo London EC2Y 8HQ New York, NY 10105 

Norway United Kingdom United States of America 

To the Dealers as to English law To the Dealers as to U.S. law 

Allen & Overy LLP Allen & Overy LLP 

One Bishops Square 52 Avenue Hoche 

London E1 6AD 75379 Paris Cedex 08 

United Kingdom France 

 

AUDITORS TO THE ISSUER 

Deloitte AS 

Strandsvingen 14 A 

PO Box 287 Forus 

4066 Stavanger 

Norway 

 


