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Resultatregnskap

Belgp i: NOK Note 2018 2017
RESULTATREGNSKAP

Renteinntekter og lignende inntekter

Renter og lignende inntekter av utlan til og fordringer pa 4 10 467 000 9819 000
kredittinstitus oner

Renter og lignende inntekter av utlén til og fordringer pakunder 4 486 362 000 466 909 000
Renter og lignende inntekter av sertifikater, obligasoner og andre 4 1697 000 1927 000
rentebagrende verdipapirer

Sum renteinntekter og lignende inntekter 498 526 000 478 655 000
Rentekostnader og lignende kostnader

Renter og lignende kostnader pa gjeld til kredittinstitusjoner 4 147 000

Renter og lignende kostnader pa utstedte verdipapirer 277 322 000 253119 000
Andre rentekostnader og lignende kostnader 53 953 000 43909 000
Sum rentekostnader og lignende kostnader 331 422 000 297 028 000
Netto rente- og kredittprovig onsinntekter 167 104 000 181 627 000
Utbytte og andre inntekter av verdipapirer med variabel

avkastning

Sum utbytte og andre inntekter av verdipapirer med variabel 0 0
avkastning

Provigonsinntekter oginntekter fra banktjenester

Andre gebyrer og provisjonsinntekter 2 338 000 2 364 000
Sum provigonsinntekter og inntekter fra banktjenester 2 338 000 2364 000
Provigonskostnader og kostnader ved banktjenester

Sum provisonskostnader og kostnader ved banktjenester 0 0
Netto verdiendring og gevinst/tap pa valuta og verdipapirer

som er omlgpsmidler

Netto verdiendring og gevinst/tap pa sertifikater, obligasioner og -6 928 000 -12 756 000
andre rentebaarende verdipapirer

Sum netto verdiendring og gevinst/tap pa valuta og -6 928 000 -12 756 000
verdipapirer som er omlgpsmidler

Andredriftsinntekter

Andre driftsinntekter 917 000 588 000
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Resultatregnskap

Belgp i: NOK Note 2018 2017
Sum andredriftsinntekter 917 000 588 000

L gnn og gener elle administrasjonskostnader

Lenn 5 2134000 1442 000
Pensjoner 5 193 000 163 000
Sosia e kostnader 5 412 000 310000
Lann m.v. 2739 000 1915 000
Administrasjonskostnader 5 433 000 435 000
Sum Iann og gener elle administras onskostnader 3172 000 2350000

Avskrivninger m.v. av varige driftsmidler og immaterielle
eiendeler

Sum avskrivninger m.v. av varige driftsmidler og 0 0
immaterielle eiendeler

Andredriftskostnader
Andre driftskostnader 5 14 348 000 13 634 000
Sum andredriftskostnader 14 348 000 13 634 000

Tap pautlan, garantier m.v.
Tap pautlan 6 291 000 -5 540 000
Sum tap péa utlan, garantier m.v. 291 000 5540 000

Nedskrivning/rever sering av nedskrivning og gevinst/tap pa

verdipapirer som er anleggsmidler

Sum nedskrivning/rever sering av nedskrivning og gevinst/tap 0 0
pa verdipapirer som er anleggsmidler

Resultat av ordinaer drift 145 620 000 161 379 000
Skatt pa ordinaat resultat 7 36 405 000 40 345 000
Resultat av ordinaer drift etter skatt 109 215 000 121 034 000
Resultat av ekstraordinaer e poster 0 0
Resultat for regnskapsar et 109 215 000 121 034 000

Overfaringer og disponeringer
Overfert til sparebankens fond 109 215 000 121 034 000
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Resultatregnskap

Belgp i: NOK Note 2018 2017
Sum disponeringer og overfaringer 109 215 000 121 034 000
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Balanse

Belgp i: NOK Note 2018 2017
BALANSE - EIENDELER

Utlan til og fordringer pakredittinstitugoner

Utlan til og fordringer pa kredittinstitugoner uten avtalt Igpetid 9 694 913 000 804 529 000
eller oppsigel sesfrist

Sum netto utldn og fordringer pa kredittinstitusjoner 694 913 000 804 529 000
Utlan til og fordringer pa kunder

Factoring 0 0
Nedbetalingslan 6,10 24 648 610 000 21105527 000
Uspesifiserte tapsavsetninger 6,10 1210000 919 000
Sum netto utldn og fordringer pa kunder 24 647 400 000 21 104 608 000
Sertifikater, obligasjoner og andre rentebaerende

verdipapirer med fast avkastning

Sertifikater og obligasjoner 11 61 551 000 61 805 000
Utstedt av det offentlige 61 551 000 61 805 000
Sertifikater og obligasjoner 11 78 347 000 78 197 000
Utstedt av andre 78 347 000 78197 000
Sum sertifikater, obligasoner og andrerentebaerende 139 898 000 140 002 000
verdipapirer med fast avkastning

Akger, andeler og andre verdipapirer med variabel

avkastning

Sum aksjer, andeler og andre verdipapirer med variabel 0 0
avkastning

Eierinteresser i tilknyttede sel skaper

Sum eierinteresser i tilknyttede selskaper 0 0
Eierinteresser i konser nselskaper

Sum eierinteresser i konser nselskaper 0 0
Immaterielle eiendeler

Utsatt skattefordel 7 2258 000 104 000
Sum immaterielle eiendeler 2 258 000 104 000
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Balanse

Belgp i: NOK Note 2018 2017
Varigedriftsmidler

Sum varige driftsmidler 0 0
Andre eiendeler

Finansielle derivater 12,24 66 303 000 100 339 000
Sum andre eiendeler 66 303 000 100 339 000

Forskuddsbetalte ikke palgpte kostnader og opptjente ikke
mottatte inntekter

Opptjente ikke mottatte inntekter 8 38108 000 36 790 000
Forskuddsbetalte ikke pal gpte kostnader 8 424000 421000
Sum forskuddsbetalte ikke palgpte kostnader og opptjente 38532000 37211000

ikke mottatte inntekter

SUM EIENDELER 25 589 304 000 22186 793 000

BALANSE - GJELD OG EGENKAPITAL

GJELD

Gjeld til kredittinstitusoner

Léan og innskudd fra kredittinstitusjoner uten avtalt Igpetid eller 13,21 3636 007 000 3261 835000
oppsigelsesfrist
Sum gjed til kredittinstitug oner 3636 007 000 3261835000

Innskudd fra og gjeld til kunder
Sum innskudd fra og gjeld til kunder 0 0

Gjeld stiftet ved utstedelse av ver dipapirer

Obligasionsgjeld 14,16 19 986 475 000 17 076 000 000
Sum gjeld stiftet ved utstedelse av ver dipapir er 19 986 475 000 17 076 000 000
Annen gjeld

Finansielle derivater 12,24 5156 000 6 186 000
Annen gjeld 17 69 793 000 55143 000
Sum annen gjeld 74949 000 61 329 000
Pal gpte kostnader og mottatt ikke opptjente inntekter 7 38559 000 43 660 000

09.03.2021 kl 09:17 Brgnngysundregistrene Side 5 av 62



- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 994000845

Balanse

Belgp i: NOK Note 2018 2017

Avsetninger for palgpte kostnader og for pliktelser
Sum avsetninger for palgpte kostnader og forpliktelser 0 0

Ansvarlig lanekapital
Sum ansvar lig lanekapital 0 0

Sum gjeld 23735990 000 20442 824 000

EGENKAPITAL

Innskutt egenkapital

Aksjekapital/grunnfondsbeviskapital 221 000 000 221 000 000
Selskapskapital 221 000 000 221 000 000
Overkursfond 999 020 000 999 020 000
Sum innskutt egenkapital 1220 020 000 1220 020 000

Opptjent egenkapital

Annen egenkapital 633 294 000 523 949 000
Sum opptjent egenkapital 633 294 000 523 949 000
Sum egenkapital 1853 314 000 1743 969 000
SUM GJELD OG EGENKAPITAL 25589 304 000 22 186 793 000

POSTER UTENOM BALANSEN
Betingede forpliktel ser 18 1963 344 000 1828 251 000
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The Board's Report for
Gjensidige Bank Boligkreditt AS

The business

At the end of Q2 2018 Gjensidige Forsikring ASA,
the owner of Gjensidige Bank ASA, entered into
a Share Purchase Agreement with Nordea for
the sale of the bank. The agreed purchase price
was NOK 5.5 billion for 100 per cent of the share
capital of Gjensidige Bank ASA, payable fully in
cash at completion, subject to certain
adjustrents based on the performance of the
bank until closing of the transaction. The
parties have also entered into a strategic
partnership agreement with respect to mutual
distribution of non-life insurance and financing
products in Narway. The closing is expected to
take place during Q8 2019, subject to customary
regulatory approvals.

Gjensidige Bank Boligkreditt AS (herein called
the Company} is a wholly owned subsidiary of
Gjensidige Bank ASA. Gjensidige Bank ASAis @
wholly owned subsidiary of Giensidige Forsikring
ASA. The Company's registered business
address is in Cslo.

The Company is licensed by the Financial
Supervisory Autharity of Nerway to issue
covered bonds. The objective is to furnish
residential mortgage loans, and to primarily
finance the lending portfolic by issuing covered
bonds. The Company only has residentiat
martgage loans purchased from Gjensidige
Bank ASA.

By the end of 2018, the Company had issued
covered bonds with a total face value of NOK
19,895.0 million, divided between NOK 19187.0

million placed in the market and NOK 708.0
million on the parent Company’s balance sheet.
The bonds have an average remaining maturity
of approximately 2.9 years, with an AAA rating
from Standard & Poor's.

At the end of 2018, the Company had 13,767
mortgages with an outstanding balance of
NOK 24,648.6 million. The toan portfolio is of
high quality. The weighted loan-to-value ratio,
indexed, was 51.2 per cent.

The Company does not carry out any research

and developmeant (REBD) activities.

Comments on the annual accounts
Profit and loss account

The financial staternents have been prepared in
cornpliance with IFRS (International Financial
Reporting Standards).

Pursuant to the requirements of Norwegian
accounting tegislation, the Board confirms that
the Company will continue its operations and
that the annual accounts have been prepared

on that basis.

Previous year's figures are shown in brackets.

In 2018, the Company made a profit after tax
expense of NOK 109.2 million (121.0 million). The
decrease was mainly driven by lower interest

margin.

Net interest incorne for 2018 amounted to NOK
1671 million (181.6 million).

TTne it interest roergin is celouioted os net interest incormi in per cent of avercgs tote? ossets,

Gjrrsidige Bonk Beigkreaditt - Annurl Report 2018
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Net compnission incorme and other operating
incorne amounted to negative NOK 3.7 million
{negative 9.8) mainly due to repurchasing of
own covered bond.

The net interest margin! was 0.70 per cent

(0.81).

in 2018, operating expenses totalied NOK 17.5
million (16.0 million). Lending growth has
increased purchasing of services from Gjensi-
dige Bank ASA.

The cost/incorne ratio was 10.7 per cent (9.3).

Write-downs and losses

The Company uses the banking Group's
guidelines for assessing and writing down fosses
on loans. Since 1 January 2018, the bank
implemented impairment provisioning in
accordance with IFRSY standards. According to
the new standards, impairment provisions are
rmeasured using an expected loss maodel,
instead of an incurred loss model which was
followed previously under IAS 39. The group
write-downs where NOK 0.3 million (decreased
5.5). The balance of group write-downs
arnounted to NOK 1.2 million (0.9). At the end
of 2018, the Company had two loars in defautt
aver 70 days.

From the Board's view, the credit risk and the

provision levels are satisfactory.

Balonce sheet

At the end of 2018, the Company had total
assets amounting to NOK 25,589.3 million
{22,186.8 million). The Companry is mainty
funded by issuing covered bonds in the

Norwegian market.

Lending
At the end of 2018, gross lending totalled NOK
24,648.6 million (21,105.5 million).

Gjrnsidigs Brnk Briigkreditt - Annucl Repert 2018

The entire lending partfolio has been acquired
frorn Gjensidige Bank ASA. It consists of loans
with variable interest rates. The average loan
comnmitrment was NOK 1.8 million per loan at
the end of 2018. The largest single exposure was
NOK 9.2 million and 14.6 per cent of the lending
portfolio consisted of loans with credit lines
{feksitan). Including the unutilised credit
facilities, 20.9 per cent of the lending portfalio

cansisted of loans with credit lines (fleksildn).

The loan portfolic had a weighted loan-to-value
ratio, indexed, of 51.2 per cent (48.8) at the end
of 2018. The value of the properties is updated
quarterly by tiendomsverdi AS.

Rating

As aresult of the Share Purchase Agreement
between Gjensidige Forsikring ASA and Nordea,
S&P Global Ratings placed its 'A' long-term and
A1 short-term issuer credit ratings for
Gjensidige Bank ASA and its subsidiary
Giensidige Bank Boligkreditt AS, on Credit-
Watch with positive implications. The change
took place on 4 July 2018. The covered bonds
portfolio issued by Gjensidige Bank Boligkreditt
AS has a long-term rating of AAA; outlook

‘stable.

Giensidige Bank Boligkreditt AS will hold the
amount of overcollateralisation required to
maintain the current rating for Giensidige Bank
Boligkreditt AS's covered bond program. This
commitrment is published on the bank's

website.

Debt securities

Net issues of debt securities amounted to NOK
18,986.5 million at the end of 2018, compared to
NOK 17,076 .0 million at the end of 2007, an
increase of NOK 2,910.5 million. The debt
securities cansist solely of covered bonds, with a
total face value of NOK 19,895 .0 million. The
Company issued covered bonds totalling NOK
4,500.0 million and NOK 1,596.0 was repaid.

09.03.2021 kI 09:17
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In order to gain access to international capital
markets, the Cormpany established a Euro
Medium Term Covered Bond Programme
amounting to EUR 2 billion in 2016, The

programme has not been taken into use yet.

As of 31 December 2018, the Company's cover
pool was over collateralised with 26.7 per cent.

Liquidity

At the end of 2018, the Company had net liquid
assets of NOK 834.8 million, divided between
NOK 694 9 million in bank deposits, NOK 78.3
million in cavered bonds and NOK 61.6 million in

treasury bills.

The Company has a credit facility with
Gjensidige Bank ASA that is sufficient at alt
times to cover the total repayment of the
cutstanding bonds that fall due within the next
12 months. In addition The Company has a
long-term credit facility of NOK 2,000.0 million
and a short-term credit facility of up to NOK
4,000.0 million. Unutitised credit facilities
amounted to NOK 2,364.0 million at the end of
2018.

The liquidity situation is considered to be good.

Capital adequacy and equity

At the end of 2018, the Company had a
common equity Tier 1 capital ratio of 20.2 per
cent (21.7). The total capital held by the
Company was NOK 1,853.1 million (1,743.7). The
capital includes net profit for 2018.

The Company’s equity at the end of 2018 was
NOK 1,853.3 million (1,744.0 million), represen-
ting 7.2 per cent (7.9) of total assets.

The Board evaluates the Company’s equity and
capital adequacy ratio to be satisfactory and

sufficient in relation to operations.

Key risk and uncertainty factors
Financial risk

The Company’s financial risk mainly comprises
credit, liquidity and interest rate risk. Risks are
monitored and reported regularly in accordan-
ce with the principles, strategies, limits and risk

appetite staternent adopted by the Board.

Credit risk

The Company’s credit risk is the risk of losses
arising as a result of customers or other
courterparties failing to repay their debts or
meet their contractual obligations when they
fall due. The Board follows up the credit
strategy through monthly reports that focus on
the development of the loan partfolio, including
defaults, risk classification and LTV. The
Company uses risk classification models to
calculate the risk associated with its credit

expaosure.

Al loans are purchased from Gjensidige Bank
ASA In accordance with regulatory require-
ments. In addition, there are several require-
merts to the quality of the loans reguiated in
the agreement between Giensidige Bank ASA
and Giensidige Bank Boligkreditt AS.

The Company has mortgage toans to retait
custormers only. The vatue of the security is
updated quarterly on the basis of estirmates
from Eiendomsverdi AS. At the end of 2018, the
weighted, indexed loan-to-value ratio was 51.2
per cent. There were two loans in default for
over 90 days. Sensitivity analyses are perfor-
med regularly in which the consequences of a
fall in the housing market are analysed. The
Board has adopted minirmum requirernents for
the cover pool and what can be included in it
The Board considers the Company's collateral
to be sufficient in the event of a significant

decline in house prices.
Liquidity risk

Liquidity risk is the risk of the Company not
being able to meet its debt obligations when

Gjrrsidige Bonk Beigkreaditt - Annurl Report 2018

09.03.2021 kI 09:17

Brgnngysundregistrene

Side 11 av 62



- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 994000845

they fall due and/or not being able to finance
growth of its assets without incurring o
substantial increase in costs. The Company's
financial strategy documents set limits and
guidelines for managing the liquidity risk. The

company shall have low liquidity risk.

The Company manages its liquidity risk by
issuing bonds with different maturities, and
hold a liquidity reserve in line with regulatery
requirement. The Company helds a liquidity
reserve portfolio of covered bond, treasury bills
and bank deposits. In additional the Company
has different credit facilities with Gjensidige
Bank.

The Board has adopted contingency plans for
managing a potential liquidity and capital

crisis.

Market risk

Market risk is the risk of losses associated with
moverments in market prices, which, inthis
context, relate to positions and activities inthe
interest rate, currency, credit and stock

markets.

The Company’s financial strategy documents
set limits and guidelines for managing market
risk. Risk exposure and development are
continuously monitared and reported to the
Board. The Company has no exposure in
equities and has no currency risk. The
Company's interest rate risk and spread risk
related to investrments shall be low in relation to

the core capital.

interest rate risk refers to the risk of losses as a
result of changes in the interest rate level. Risk
limits are set to manage the interest rate risk by
adjusting the fixed-interest rate period of
investrments and borrowing. In addition,

derivatives are used for hedging purposes.

At the end of the year, the Comparny had
interest rate swaps with a nominal value of
NOK 1,450.0 million. Inthe time interval over

] Gjrnsidigs Brnk Briigkreditt - Annucl Repert 2018

three manths, the Company is exposed to a
profit or foss effect of NOK 0.43 million given a
change in interest rates of one percentage
point.

Spread risk refers to the risk of losses as a result
of changes in credit margins. The Company
limits the spread risk relating to assets by
investing in high-quality securities with short
maturity, whose value s less exposed to
changes in the credit margins. The Company
does not hedge the spread risk on its own bond

issues.

The company has no exposure to equities and
na currency risk.

Concentration risk

Concentration risk is the risk of losses due to the
company having large parts of its lending tied
to a single borrower or to limited geographic or

business areas.

As of 31 Decermnber 2018, the portfolio is
geographically diverse, with the greatest
lending being in the most populous areas of the
country. The largest exposure to a single
borrower is approximately NOK .2 million. The
exposure refated to the ten largest loans (lirmit)
is approximately NOK 83.0 million. The
Company's liquidity reserves cansist of bank
deposits in the parent company, securities
issued by the Norwegian government and
Norwegian covered bonds (OMF).

Operational risk

Qperational risk is the risk of losses resulting
from inadequate or failing internal processes or
systemns, human error or external evenits.

Company activities that are outsourced to the
bank are discussed at rmonthly risk meetings
{Operaticnal Risk Reviews'). Operationat
incidents, the developrment of AML gctivities,
internal control self-assessment {RSCA) results,
fraud developrments, [T security and custormer

complaints are important focus areas at these

09.03.2021 kI 09:17
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meetings. The CEO of Gjensidige Bank ASA and
the CEO of Gjensidige Bank Boligkreditt AS
attend these maetings together with key
managers. In addition, quarterly internal
controf self-assessments (RCSA) are carried out
to ensure that procedures and processes are

adhered to in outsourced activities.

The outsourced activities are included inthe
bank's annual risk assessment process. The risk
assessment is conducted in all business areas
based on the bank's objectives and strategies
for the plan period. The main risks and risk
reduction measures are regularly reported to
the Board.

The annual risk assessment has been conduc-
ted and reported to the Board.

independent risk control is performed by risk
management and compliance functions.
Cornpliance is a group function, which also
cavers Gjensidige Bank Boligkreditt AS, that has
been established in order to avoid official
sanctions, financial losses or aloss of reputa-
tion as a result of failure to comply with internal
and external regulations. The Compliance
function identifies, assesses, advises on,
monitors and reparts on the bank’s risk of
non-compliance with external and internat
regulations. The risk management function
adrninistrates and develops the banks metho-
dology for operational risk rnanagement,
including internal controls and incident
management and monitors that control

measures are implemented.

The Company’s internal auditor evaluates
whether the bank's internal control and risk
management system functions satisfactorily
and reports the results of the audits to the

Board and managerment.

The Company has appointed an independent

investigator that monitors the register of issued

bonds. Regular reviews are conducted to assure
that the register is booked correctly. Findings
are reported to the Board and the Financiat
Supervisory Authority of Norway.

Internal control and risk manage-
ment related to financial repor-
ting

The CEO of the Company approves all expen-
ses. Expenses related to the CEO are approved
by the chairrnan of the board. The Company
follows Gjensidige’s guidelines when preparing

the quarterly and annual financial statements.

Corporate social responsibility
Gjensidige's social responsibility work is
described in aseparate statement inthe
Group's annual report. The Board of Gjensidige
has established guidelines for corporate social
responsibility. These guidelines also apply to
Gjensidige's subsidiaries and, together with the
group policy for ethicat investments, they are
available at www.gjensidige.no/group.

Corporate governance

Corporate governance is a priority for the
Board. The Gjensidige Group cormplies with the
Norwegian Code of Corporate Governance as
last amended on 30 Octaber 2014, A detailed
staterment an how Giensidige fulfils the
recommendation and statutory accounting
requiremenits for corporate governance
reporting is provided in the Group’s annual

report. ftis also available at www.gjensidige.no/

group.

The Company has adapted its practice to the
Group's palicies in areas that are appropriate
and relevant. Particular emphasis is placed on
the composition of governing bodies, the
responsibilities of the Board, communication
and information, and risk managerment and
auditing. The Board of the Company has
approved ethical rules, which are available on

the group’s intranet.

Gjrrsidige Bonk Beigkreaditt - Annurl Report 2018
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The Articles of Association, instructions and
corporate governance systems establish a clear
division of roles and responsibilities in the
Compary.

Governing bodies

Risk Committee

1January 2017 Gjensidige Forsikring ASA
established arisk committee at the group level
for Gjensidige Forsikring ASA and its subsidiaries.
The cormmittee shall be a preparatory commit-
tee for the Board consisting of Chairman and
three Board members from Gjensidige Forsikring
ASA. The risk committee has quarterly me-
etings. The commmittee regularly assesses the
Company to ensure that business administra-
tion and controls are in accordance with the risk
level in the business. To ensure an adequate
degree of independence, the Risk Committee
consists of board members who do not take

part in the rmanagement of the business.

The Board
The Board is composed of four members elected
by the general assembly.

The Board supervises the management of the
Company, and it shall ensure that its operations
are organised in a satisfactory manner, which
includes ensuring that its bookkeeping and

asset management are properly audited.
There has been no change in the Board in 2018.

External auditor

Deloitte AS is chosen as the Company’s external
auditer and it also acts as its independent
inspector, cf. Section 11-14 of the Finandial
Undertakings Act.

Gjrnsidigs Brnk Briigkreditt - Annucl Repert 2018

Internal auditor

The independent internal audit function
monitars that the risk management and
internal contral systems function as intended.
The audit function reports directly to the Board.
The director of Corporate Audit is formally
employed by the parent company Gjensidige
Bank ASA.

Working environment

Systematic health, safety and environmental
work is given high priority in Gjensidige. Working
environment issues are integrated in the annual

employee satisfaction survey.

The bank participates in the government’s
inclusive workplace programme. [t also
encourages and promates physical and cultural
activities. The goal is to be a health-promoting

workplace.

Gjensidige Bank ASA has carefully monitored
sickness absence in accordance with the rules
for an inclusive waorkplace enterprise, and no
negative circumstances have been identified
that may be causing sickness absence. The HSE
work is monitored through external audits and
followed up internally by employees with special
responsibility for HSE. Al incidents that can
represent q risk must be reported inthe Groups

nonconformity system.

The Company has one employee, who is based
inthe bank’s branch in Ferde. The working
enviranment is considered to be good. Gjensi-
dige Bank ASA purchases the services of the
CEO of Gjensidige Bank Boligkreditt AS,
corresponding to 40 per cent of a full-time
position. The Cormnpany had no sick leave in 2018.
There were no personal injuries, damage to
property or accidents in the Company in 2018.
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Gender equality and diversity

There are two men and two women inthe
Board. The CEO is a man. The Beard and
rmanagement take a proactive approach to
promaoting equat opportunity in the Company.
The Company follows the Group's guidelines and
regulations concerning carporate social
responsibility, including those relating to

discrimination/diversity and ethics.

The natural environment

The Company’s aperations result in minimat
pollution of the environment. Internal environ-
mental measures focus on energy efficiency,
reduced travel through increased use of video
conferences, and responsible waste manage-

rment with extensive use of separation at source.

Strategy and outiook for 2019
Gjensidige Bank Boligkreditt AS shall ensure that
Gjensidige Bank ASA has a diversified funding
structure. The Company continuously considers
the possibility of issuing further covered bonds,
depending on the state of the financial markets
and the collateral available to the Company.

Growth in the Narwegian economy has been
solid since autumn 2016, and the job market has

improved. The global upturn, higher oil prices

and low interest rates have contributed to drive
growth. The policy rate was raised from 0,5 per
cent to 0,75 per cent in September 2018, and the
forecast for the policy rate indicates a gradual
rise to 2 per cent at the end of 2021. Withthe
policy rate in line with the forecast, inflation is
projected to rermain close to the target of 2 per
cent, at the same time as unemployment

remains low.

Prospect for increased employment and higher
wage growth ahead will support the house price
development, while higher interest rate
darmpens the rise. We expect a modest house

price developrnent.

i the Board's view, the Company has a good
and robust balance.

Events after the balance sheet
date

The Board is not aware of any events after the
end of the financial year that have a materiat

impact onthe financial statements presernted.

Allocation of profit
Itis proposed to transfer the Company's profit
before other comprehensive incorme of NOK

109.2 million to other equity.

Qslo, 3t Jonuary 20179

The Board of Gjensidige Bank Bolighreditt A%

(e

Chair
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Solbjerg Lie

ST -
/
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Erik Ranberg Sirianne Hmoje\Nes

Jom Mane Kane

Jan Kére Raae
CEO
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Financial statements and notes

iIncome statement

NOQK thousands Neote 1.1.-31.12.2018 1.1.-31.12.2017
interest income eic, amortised cost 4 496,829 476,728
interest income ete, fair value 4 1,667 1,927
interest costs etc. 4 (331,422) (297,028)
Net interest income 167,104 181,627
Commission income and inceme from bank services 2,338 2,564
Net gains on financial instruments ot fair value (6,928) (12,756)
Other operating income %17 588
Net commission income and other operating income (3,673) (9,805}
Total income 143,430 171,822
Personnel expenses 5 (2,739) (2,915)
QOther operating expenses 5 (14,781) (14,069)
Tetal operating expenses (17,520} (15,983}
Profit / (loss) before loan losses 145,910 155,839
Write-downs and losses & (291) 5,540
Profit / (loss} before tax expense 145,619 161,379
Taxexpense 7 (36,405) (40,345)
Profit / (Joss} for the perioad 109,215 121,034
Gjensidige Bank Boligkreditt AS 's sharehoiders 109,215 121,034
Earnings per share, NOK (basic and diluted) 840.11 931.03

Statement of comprehensive income

NOK theusands

Note

1.1.-31.12.2018 1.1.-31.12.2017

Profit/ (Joss) for the period

109,215

121,034

Compenents of other comprehensiveincome

items that are not subsequently reciassified to profit or foss

irtems that may subsequently be reclassified to profit or loss

Totai components of other comprehensive income

Totai comprehensive income for the period

109,215

121,034

Gjensidige Bank Boligkraditt - Annuol Report 2018
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Balance sheet

NOK thousands Nete 31.12.2018 31.12.2017
Assets
Loans te and ciaims on credit institutions e 694,913 804,529
Loans te and claims on customers 6,10 24,647,400 21,104,607
Certificates, bonds and other interest-bearing securities i1 132,898 140,002
Financial derivatives 12,24 66,303 100,339
Deferred tax assets 7 2,258 104
Other gssets 8 38,532 37,210
Total assets 25,589,304 22,186,793
Liakilities and equity
Lichilities to credit institutions 13,21 3,636,007 3,261,835
Liabilities opened for the issue of securities 14.16 19,986,475 17,076,000
Financial derivatives 12,24 5,156 6,186
Other liabilities 17 69,794 55,142
Current tax 7 38,559 43,660
Deferred tax liabilities 7
Tetal liakilities 23,735,991 20,442,824
Equity
Share capital 221,060 221,000
Share premium 993,020 399,020
Other equity 633,294 523,949
Tetal equity 1,853,314 1,743,969
Totai liakilities and equity 25,589,304 22,186,793
Nurnber of shares at the end of the peried 130,000 130,000
Osla, 31 Japuary 2019
The Bourd of Gjensidige Bank Boligkreditt AS
T
E(ﬂ/é Ty Ceer Wone C ler
i G /J(/g el ey s WQEKE b
Jm-rgen Ringdal Erik Ranberg Sirianne Hccje%s
Chair e

Solbjerg Lie Jan Kdare Raae
CED

,,,,, SDU;]‘@ﬁ Le \]a% Ma/u /‘?a/ﬂu;
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Statement of changes in equity

Totai

Share Share paid-in Other Tatai
NOK thousands capital premium equity equity equity
Equity 1.1.2017 208,000 812,020 1,020,020 402,917 1,422,937
Comprehensive income
Profit/(loss) 121,034 121,034
Total components of other comprehensive income
Total comprehensive income 1.1.-31.12. 2017 121,034 121,034
Transactions with owners of the company
Capital expansion 13,600 187,060 200,000 200,600
Share-based payment transactions settled in equity (2) (2)
Tetal transactions with owners of the company 1.1.-31.12.2017 13,000 187,000 200,000 (2} 199,998
Equity 31.12.2017 221,000 §99,020 1,220,020 523,949 1,743,969
Adjustment due to amendment to IFRS2 133 133
Equity 1.1.2018 221,000 999,020 1,220,020 524,083 1,744,103
Comprehensive income
Profit/(loss) 109,215 109,215
Total components of other comprehensive income
Tetal comprehensive income 1.1.-31.12.2018 109,215 109,215
Transactions with owners of the company
Capital exponsion
Share-based payment transactions settled in equity (4) (4)
Total transactions with owners of the company 1.1.-31.12.2018 (4} (4
Equity 31.12.2018 221,000 999,020 1,220,020 633,294 1,853,314

12 Gjensidige Bank Beiigkreditt - Annuol Repert 2018
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Statement of cash flows

NOK thousands 1.1.-31.12.2018 1.1.-31.12.2017

Operating activities

Net payment of loans to customers (3,542,168) (2,842,558)
Payment of interest from custoemers 484,016 463,869
Net payment of interest frem credit institutions etc. 10,913 9,452
Taxes paid (43,660) (22,244)
Net other commission income 3,255 2,952
Payment to operations (17,12%) (15,462)
Net received/paid {-)upon purchase and sate of fingncial instruments and interest-bearing securities 104 186
Net cash flow from eperating activities {3,104,662) (2,403,845}

Investment activities

Net purchase of intangibie assets and fixed assets

Net cash flow from investing activities

Finaneing activities

Net paid(-)/received when taking out ioans with credit institutions and covered bands 3,309,115 2,725,197
Net payment of interest on financing activities (316,632) (294,821)
Net paid(-)/received for other short-term poesitions 2,563 (3,279)
Copital increase 200,000
Net cash flow from financing activities 2,995,046 2,627,096
Tetaicash flow (109,616} 223,251

Cash flow for the year

Cash and cash equivalents 11 804,529 581,279
Cash and cash equivalents 3112, 694,913 804,529
Net payment made(-)/received of cash (109,616) 223,251

Specification of liquid assets

Deposits with credit institutions 694,913 804,529

Liquid assets in statement of cash flow 694,913 804,529

The staterment of cash flows shows payments made and received of cash and cash equivalents throughout the year. The statement has
been adjusted for items that do not initiate cash flows, such as provisions, depreciation and write-downs of loans and guarantees. Cash
flows are classified as operating activities, investment activities or financing activities. The liquid assets are defined as cash and claims
on central banks and loans to and claims on credit institutions.

Gjersidige Bonk Boligkreditt - Annusl Report 2018 13
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Accounting policies

General

Giensidige Bank Boligkreditt AS is wholly owned subsidiary of
Gjensidige Bank ASA. Gjensidige Bank ASA is a wholly owned sub-
sidiary of Gjensidige Forsikring ASA. The company's head office is
located at Schweigaardsgate 14, Oslo, Norway.

The Company is licensed by the Financial Supervisory Authority of
Naorway and the object s to furnish and/or provide residential
mortgage loans, and to primarily finance the lending portfolio by
issuing covered bonds

The financial statements per 31 December 2018 were approved by
the Board on 31 January 2019,

All amounts in the accounts and notes are stated in thousands of
Norwegian kroner {NOK)} unless otherwise stated. The Company's
presentation currency is NOK.

The financial statements have been prepared In accordance with
International Financial Reporting Standards {[FRSs) as issued by
the International Accounting Standards Board (IASB) and endor-
sed by the European Union {EU), as well as other Norwegian dis-
closure requirements laid down in legislation and regulations.

Changes in accounting policies

As a main rule, allincome and expenses shall be shown in the in-
come statement. The exception to this rule is the effect of chan-
ges to accounting principles. In the event of fundamental acco-
unting reforms/changes in accounting policies, figures for
previous years must be recalculated to allow comparison. if items
in the financial statement are reclassified, comparative figures
must be calculated for the previous periods and reported in the
financial statements.

New standards

A number of new standards, changes to standards and interpre-
tations have been issued for financial years beginning after 1
January 2018. They have not been applied when preparing this fi-
nancial statement. Those that may be relevant to Gjensidige
Bank Boligkreditt AS are mentioned below. Gjensidige Bank
Boligkreditt AS does not plan early implementation of these
standards.

+ IFRS @ Finansielle instrumenter (2014}

IFRS 9 was implemented at 1 January 2018. The new impairment
requirements did not have effect on the Company's provision for
expected credit losses. For principles on classification and meas-
urement of financial instruments and provisions for losses in 2017
see the annual report for 2017,

o [FRS 16 Leases (2016}

IFRS 16 requires all leases to be reported on a company’s balance
sheet as assets and liabilities. All leasing will be treated as fi-
nance leases. Short-term leases {less than 12 months) and leases
of low-value assets are exempt from the reguirements. IFRS 16 s
effective 1 January 2019

Gjensidige Bank Boligkreditt AS does not have any lease agree-
ments,

Based on our preliminary assessments and on the basis of current
operations, other amendments to standards and interpretation
statements will not have a material effect.

Cash flow statement

Cash flows from operating activities are presented according to
the direct method, which gives information about material
classes and payments.

Gjensidige Bank Boligkraditt - Annuol Report 2018

Principles for recognising income and expenses

Net interest income

Interest income and expenses are calculated and recognised
based on the effective interest rate method. The calculation
takes into account establishment fees and direct marginal trans-
action costs that are an integral part of the effective interest
rate,

Interest is recognised through prafit or loss using the internal rate
of return method, both for balance sheet items that are measu-
red at amortised cost and for items that are measured at fair
value through the income statement.

Interest income on write-downs on commitments is calculated at
internal interest rates of the written down value. See also: "Value
caleulation of fair value’ and "Value calculation of amortised
cost”.

Commission income and expenses

The way in which commission income from various customer ser-
vices is recognised depends on the nature of the commission.
Fees are recognised as income when the services are delivered or
a significant part of the service has been completed. Fees recel-
ved for completed services are recognised as income in the pe-
riod the services were performed. Commissions received as pay-
ment for various tasks are recognised as income once the service
has been completed. Commission costs are transaction-based
and are recognised in the period the services were received.

Other operating income

Other operating income that is not related to any of the other
lines of income s generally recognised when the transaction has
been completed.

Operating expenses

Operating expenses are accrued and expensed in the relevant ac-
counting period.

Currency
The Company’s presentation currency and functional currency is
NOK

Segments

Gjensidige Bank Boligkreditt AS has only one business segment:
lending to private customers. This segmentation best reflects the
way the business is run by the management.

inclusion of non-financial assets in the

balance sheet

Assets and liabilities are included in the Company's balance sheet
when the Company obtains real control over rights to the assets
or assumes real obligations. Assets are derecognised at the time
the actual risk related to the assets has been transferred and the
control of the rights to the assets has ended or expired.

impairment of non-financical assets

The Company reviews the carrying value of assets and identifia-
ble intangible assets annually or more frequently if occurrences
or changes in assumptions take place that indicate that the car-
rying value is irrecoverable. Indicators that are assessed as signi-
ficant by the company and that can trigger testing for impair-
ment include:

» Asignificant drop in profitability in relation to past or expected
future profitability
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« Significant changes in the Company's use of assets or overall
strategy for its activities
« Assignificant downturn in the industry or the economy

Previous impairment losses, except for goodwill, will be reversed if
the assumptions relating to the impairments no longer apply.
Impairment losses are only reversed to the extent that the new
carrying value does not exceed what would have been the carry-
ing value after depreciation at the time of the reversal if there
had been no impairment.

Financial instruments

IFRS 9 introduces new reguirements for the classification and
measurement of financial instruments, including a new expected
loss model for the recognition of impairment losses, and changed
requirements for hedge accounting.

Classification end measurement:
Financial assets:

- amortised cost
- fair value through profit or loss
- fair value through other comprehensive income

Financial assets will be classified either at amortised cost, at fair
value through other comprehensive income, or at fair value
through profit or loss, depending on how they are managed and
whether contractual cash flow are solely payments of principal
and interest {SPPH.

Financial assets with cash flow that are not solely payment of
principle and interest (SPPI) are measured at fair value through
profit and loss. All other cash flows are classified based on the
business model. In order to assess the business model, the bank
has divided its financial assets into portfolios based on how they
are managed to achieve a particular business goal.

Financial fiabilities:

- amortised cost
- fair value through profit or loss

All financial assets and liabilities are initially measured at fair
value. The classification of financial instruments into different
categories for the basis form how each instrument is subsequen-
tly measured on the balance sheet and how changes in its value
are recognised. In the below table "Classification and measure-
ment of financial instruments under IFRS ¢ " the classification of
the financial instrument on the banks” balance sheet into diffe-
rent categories under IFRS ¢ is presented.

Amortised cost:

Financial assets and liabilities measured at amortised cost are in-
itially recognised on the balance sheet at fair value, including
transaction costs. Subsequent to initial recognition, the instru-
ments within this category are measured at amortised cost. fnan
amortised cost measurement, the difference between acquisi-
tion cost and redemption value is amortised in the income state-
ment over the remaining term using the effective interest rate
method.

Interest on assets and liabilities classified at amaortised cost is re-
cognised in the items "Interest income” and "Interest expense” in
the income statement. This category consists of mainly loans,

deposits and liabilities opened for the issue of securities.

Financial assets and Habilities at fair value through profit or
foss:

Financial assets and financial liabilities at fair value through pro-
fit or loss are measured at fair value, excluding transaction costs.
All changes in fair value are recognised directly in the income
statement in the item "Net result from financial instruments at
fair value",

The banks liquidity portfolic, managed and reported at fair
value, and derivatives are measured at fair value through profit
and loss

Financial assets at fair value through other comprehensive
income:

Financial assets held to receive contractual cash flows and for
sale shall be measured at fair value with changes in value taken
over gther comprehensive income. Interest income and write-
downs should be recorded in the ordinary result. Mortgage loans
to customers in the parent company {Gjensidige Bank ASA] is re-
quired to be measured at fair value over other comprehensive in-
come, as loans can be held to maturity and sold to Gjensidige
Bank Boligkreditt AS.

Impairment

Impairment provisions according to IFRS ¢ are measured using an
expected loss model, instead of an incurred loss model as in IAS
39. The impairment rules in IFRS ¢ will be applicable to all finan-
cial assets measured at amortised cost or at fair value with the
changes in fair value recognised in other comprehensive income.
In addition, loan commitments, financial guarantee contracts
and lease receivables are within the scope of the standard. The
measurement of the provision for expected credit losses on fi-
nancial assets depends on whether the credit risk has increased
significantly since initial recognition. At initial recognition and if
the credit risk has not increased significantly, the provision should
equal 12-month expected credit losses, If the credit risk has incre-
ased significantly from the initial recognition or if the asset is
classified as impaired, the provision should equal lifetime expec-
ted credit losses. Since 1 January 2018 this approach has been im-
plemented replacing the earlier callective impairment models
under IAS39.

1.1Inputs, assumptions and techniques used for estimating
impairment

1.1.1 Credit Scores and Risk Classes

The Company uses credit scores extensively in its credit assess-
ment and monitoring process. Different credit scores are used for
the different product groups in the Companys depending on the
nature of the exposure and the type of borrower. Credit scoring
models are validated to be predictive of the risk of default onan
annual basis.

The scores used for retall exposures are computed using applica-
tion data declared by the customer, external bureau data, other
external customer data and internal perfarmance data (for
example payment behavior).

The Company determines a credit risk class to each exposure
based on credit scoring models and by applying experienced cre-
dit judgement. Credit risk classes are defined using historical
data which are indicative of risk of default. Credit risk classes are
defined and calibrated such that the risk of default occurring in-
creases by increasing risk class.

Credit risk class is defined at initial recognition based on the

score at initial recognition which in turn is based on the available
information about the borrower. Thereafter the scores are gene-
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rated and monitored for the customer on a regular basis. When
the scores are generated periodically during the life of the ex-
posure, based on the credit history, the score may change and
this may result in an exposure being moved to a different credit
risk class compared to the initial recognition.

The risk-classed are further grouped in Risk Groups: Low Risk,
Medium Risk, High Risk, Unclassified and already Defaulted ac-
counts based on defined ranges of Probability of Default.

1.1.2 Definition of Probability of Default {FD}

The probability of default is an statistically estimate of the likeli-
hood that a default event will occur. The Company define an en-
gagement as defaulted 90 days after contractual due {immate-
rial cutstanding amounts are not considered) or if any significant
loss event has happen, for example legal debt settlement
(gjeldsordning) or bankruptcy. Credit risk classes are a primary
input into the determination of the PD for exposures. The
Company collects performance and default information about
its credit risk exposures analysed by type of product and borro-
wer at an individual exposure level,

The Company employs statistical models to analyse the data col-
lected and generates estimates of the remaining ifetime PD of
exposures and how these are expected to change as a result of
the passage of time.

1.2 Low credit risk accounts

Afinancial exposure is considered to be a low credit risk account,
if the financial exposure has a low risk of default and the borro-
wer has a strong capacity to meet its contractual cash flow obli-
gations in the near term. In addition, adverse changes in econo-
mic and business conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to fulfil its contrac-
tual cash flow obligations.

Financial exposure are not considered to have low credit risk
simply because of the value of collateral and the financial instru-
ment without that collateral would not be considered low credit
risk.

The Company considers accounts to be in low risk, if they have
not met the definition of Significant Increase in Credit Risk as de-
fined in section 1.3 below, or Impairment as defined in section 1.4
below. In addition, accounts that are in the Low Risk Group on
the reporting date, these are considered to be Low Credit Risk ac-
counts

For accounts that are determined to be low credit risk at the time
of reporting an Expected Credit Loss {ECL) over the next 12
months is estimated by the Company. The computation of 12-
month ECLs is described in the section below.

1.3 Significant increase in credit risk

Afinancial exposure is considered to be a low credit risk account,
if the financial exposure has a low risk of default and the borro-
wer has a strong capacity to meet its contractual cash flow obli-
gations in the near term. In addition, adverse changes in econo-
mic and business conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to fulfil its cantrac-
tual cash flow obligations.

Financial exposure are not considered to have low credit risk
simply because of the value of collateral and the financial instru-
ment without that collateral would not be considered low credit
risk.

Gjensidige Bonk Boligkraditt - Annuol Repert 2018

The Company considers accounts ta be in low risk, if they have
not met the definition of Significant Increase in Credit Risk as de-
fined in section 1.3 below, or Impairment as defined in section 1.4
below. In addition, accounts that are in the Low Risk Group on
the reporting date, these are considered to be Low Credit Risk ac-
counts.

For accounts that are determined to be low credit risk at the time
of reporting an Expected Credit Loss {ECL) over the next 12
months is estimated by the Company. The computation of 12-
month ECLs is described in the section below.

1.3.1 Modified contractual assets and restructured assets

In limited cases, the Company may also change the terms of the
loan to customers in financial difficulties {referred to as “re-
structuring” or "forbearance activities") to assist willing customer
to repay and minimize the risk of default. Under the Company's
policy, loan restructuring is granted on a selective basis if the
debtor is currently unable to pay or if there is a high risk of de-
fault, In such cases, the Company assesses if there s evidence
that the debtor made all reasonable efforts to pay under the ori-
ginal contractual terms and is expected to be able to meet the
revised terms.

The revised terms usually include extending the maturity, redu-
cing the interest rate or changing the timing of interest or princi-
pal payments or other amendments to the terms of loan (but
naot including increase of the outstanding exposure) to make it
possible for the customer to pay.

For financial assets modified as part of the Company's re-
structuring policy, the estimate of PD reflects whether the modi-
fication has improved or restored the Company's ability to collect
interest and principal and the Company's previous experience of
similar forbearance action. As part of this process, the Company
evaluates the borrower's payment performance against the mo-
dified contractual terms and considers various behavioral indica-
tors.

1.3.2 Incorporation of ferward locking information

The Company incorporates forward-looking information into
both its assessment of whether the credit risk of an instrument
has increased significantly since its initial recognition and its
measurement of Expected Credit Loss. The Company uses the
analysis published by Norges Bank which establishes which
macroeconomic factors drives the increase of problem loans in
banks. Based on this analysis, the Company has taken PD to be
impacted by increase in unemployment and increase in the inter-
est rate levels.

The Company applies probabilities to the forecast scenarios iden-
tified. The base case scenario is the single most-likely outcome
and consists of information used by the Company for strategic
planning and budgeting.
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The table below summarises the principal macroeconomic indi-
cators included in the economic scenarios used at 4.12.2018 for
the years 2019 to 2022.

2019 2020 2021 2022

Unempiloyment rate

Alternative A 3.4% 3.4% 3.3% 3.3%
Base case 3.8%  3.8%  37%  37%
Alternative B 5.9% 5.9% 59% 59%

Household Lending Rates

Alternative A 2.6% 2.9% 33% 33%
Base case 2.9%  3.2% 3.7% 3.7%
Alernative B 4.4%  4.8% 5.6%  5.6%

Housing prices

Akernative A 1.5% 13% 07% 07%
Base case 1.4% 1.2% G.6% 0.6%
Alternative B 0.7% 0.6% 03% 03%

Financial assets and financial liabilities at fair value through pra-
fit or loss are measured at fair value, excluding transaction costs.
All changes in fair value are recognised directly in the income
statement in the item "Net result from financial instruments at
fair value".

The banks liquidity portfolio, managed and reported at fair
value, and derivatives are measured at falr value through profit
and loss.

1.4 Impairment

Definition of impairment

The Company considers a financial asset to be in default when
one or more events that have a negative impact on the financial
asset's estimated future cash flows have taken place. Indications
that a financial asset is impaired include observable data onthe
following events:

e The Company becomes aware of significant financial diffi-
culty of the borrower { bankruptcy/ Legal debt settlement).

« Breach of contract, such as default or overdue payments as
described below.

+ The Company for economic or contractual reasans relating to
the borrower's financial difficulty, grants to the borrower a
change in term that would not otherwise have been considered
(for example a restructuring of the loan).

s [t becomes probable that the borrower will enter bankruptcy
or other financial reorganization (initiation of Legal Debt
Settlement / Bankruptey)

«  When an active market for the financial asset disappears due
to financial difficulties

In addition, the Company has established a “rebuttable pre-
sumption” {backstop) that default does not oceur later than
when a financial asset is 90 days past due.

Credit lines are also considered as being past due once the custo-
mer has breached an advised limit.

All exposures meeting the above requirement of default are clas-
sified as impaired.

1.5 Measurement of Expected Credit Loss (ECL}.
The key inputs into the measurement of ECL are the Probability of
default {PDY, Exposure at default {EAD) and Loss given default

(LGD)). These parameters are derived from internally developed
statistical models and other historical data. They are adjusted to
reflect forward-looking information as described above,

PD estimates are estimates at a given point in time, calculated
based on statistical scoring models, and assessed using rating
tools tailored to the various categories of counterparties and ex-
posures.

EAD represents the expected exposure in the event of a default.
The Company derives the EAD from the current exposure to the
counterparty and potential changes to the current amount allo-
wed under the contract including amortization. The EAD of a fi-
nancial asset is its gross carrying amount. For lending commit-
ments, the EAD includes the amount drawn, as well as potential
future amounts that may be drawn under the contract, which
are estimated based on historical observations and forward-loo-
king forecasts.

LGD is the size of the likely loss if there is a default. The Company
estimates LGD parameters based on the history of recovery rates
of claims against defaulted counterparties, The LGD models con-
sider the structure, collateral and historical recovery costs of any
related collateral. LGDs are caleulated on a discounted cash flow
basis using the effective interest rate as the discounting factor.

For accounts that are determined to be low credit risk at the time
of reporting an Expected Credit Loss {ECL) over the next 12
months is estimated. 12-month ECLs is defined as a portion of the
lifetime ECLs that results from default events on a financial in-
strument that are possible within 12 months after the reporting
date.

For undrawn credit lines, bank estimates the 12-month ECLs
based on its expectations of the portion of the loan commitment
that will be drawn down within 12 months of the reporting date.

To estimate the 12 months ECL, the Company uses the historical
data to see the performance of customers in low credit risk and
derives the probability of default that results from all possible
events over the 12 months from observation. Using historical
data, the Company also estimates the Exposure at Default within
12 months of the observation dates for these accounts. To this
the Company applies its historically observed net present value
of cash flows using an effective interest rate for that group of ac-
counts. The ECL is computed as the multiple of the PD, EAD and
LGD thus derived.

For all exposures that meet the criteria of significant increase in
credit risk or are classified as impaired on the reporting date, the
Company computes a loss allowance ECL) over the lifetime of the
loan. This is equal to the ECLs that result from all possible default
events over the expected life of a financial instrument. in order to
estimate the lifetime ECL, the Company estimates the risk of a
default occurring on the financial instrument during its expected
life.

The ECL is estimated based on the present value of all cash
shortfalls over the remaining expected life of the financial asset,
i.e. the difference between:

+  The contractual cash flows that are due to an entity under
the contractual terms and

+ The cash flows that the Company expects to receive from the
impaired asset

When estimating lifetime ECLs for undrawn credit line, the
Company:

s Estimate the expected portion of the loan commitment that
will be drawn down over the expected life of the loan commit-
ment
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+ Calculate the present value of cash shortfalls between the
contractual cash flows that are due to the entity if the holder of
the loan commitment draws down that expected portion of the
loan and the cash flows that the entity expects to receive if that
expected portion of the loan is drawn down.

1.6 Derecognition and write-off
The Company considers an asset to be derecognised if:

s The contractual rights to the cash flows from the financial as-
sets expire {example the loan reaches its end of term and is fully
paid off, or the loan is prepaid by the customer}.

e Thefinancial asset is transferred and the transfer qualifies for
derecognition {example, sale of an asset or group of assets).

Classification and measurement of financial instruments under IAS 39

e When the Company has no reasonable expectation of reca-
vering the financial asset in entirety or in part.

The last criteria includes a write-off event when the Company
determines that it has no reasonable expectation of cash flows
from the customer.

1.7 Approach for the Companys Investment and Hedge
Accounting

Financial instruments held to receive contractual cash flows and
for sale shall be measured at fair value with changes invalue
taken over other comprehensive income. Interest income and
write-downs should be recorded in the ordinary result. Loans to
customers in the parent company {Gjensidige Bank ASAY will sa-
tisfy the criteria for measurement at fair value over other com-
prehensive income, as loans can be held to maturity and sold to
Gjensidige Bank Boligkreditt AS.

Fair value
through
Fair value other
through compre- Financial
Amortised profitor hensive derivatives Nen
NOK thousands cost loss income as hedging financial
31.12.2017 (AC} (FVPL) (FvoCl) instruments assets Total
Loans to and claims on credit institutions 804,529 804,529
Net loans to customers 21,104,607 21,104,607
Certificates, bonds and other interest-bearing securities 146,062 140,602
Fingnciai derivatives 100,339 100,332
Deferred tax assets 104 104
Other assets 36,789 422 37,211
Total assets 21,945,926 140,002 100,339 526 22,186,793
Fair value
through Financial
Amortised profit or derivatives Nen
NOK thousands cost loss as hedging financial
31.12.2017 (AC} (FVPL) instruments fiabilities Total
Licbilities to credit institutions 3,261,835 3,261,835
Licbilities opened for the issue of securities 17,076,000 17,076,000
Financiai derivatives 6,186 6,186
Other liabilities 47,970 7,172 55,142
Current tax 43,660 43,660
Totat liabilites 20,385,806 6,186 50,833 20,442,824
Cassification and measurement of financial instruments under IFRS 9
Fair value
through
Fair vaiue other
through compre-
Amortised profitor hensive Non
NOK thousands cost ioss income finaneial
1.1.2018 (AC) (FVPL} (FYOCi) assets Total
Leans to and claims on credit institutions 804,529 804,529
Net loans te customers 21,104,607 21,104,607
Certificates, bonds and other interest-bearing securities 140,002 140,602
Financiai derivatives 100,339 100,339
Deferred tax assets 104 104
QOther assets 36,769 422 37,211
Totat assets 21,945,926 240,342 5246 22,186,793
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Fair value
through
Amortised profitor Non
NOK thousands cost ioss financial
1.1.2018 (AC) (FVPL} liabilities Totat
Licbilities to credit institutions 3,261,835 3,261,835
Liabilities opened for the issue of securities 17,076,000 17,076,000
Financial derivatives 6,186 6,186
Other liabilities 47 970 7,172 55,142
Current tax 43,660 43,660
Total liabilites 20,385,806 6,186 50,833 20,442,824

The following tables recenciles the carrying amounts of financial assets, from their previeus measurement categery in
accerdance with [AS 39 to their new measurement categories upen transition to IFRS 2 on 1 January 2018

Recenciliation of provisions from IAS 39 to IFRS @

1AS 39 carrying IFRS ¢ carrying

NOK theousands amount » .Re- Re- amount
31.12.2017 classifications measurements 1.1.2018

Loans and advances to customers

Openring batance under 1AS 3¢ 919

Remeasurement ECL allewance

Closing balance under IFRS 9 919

Tetatl financial assets measured at amertised cost 919 919

Financial instruments

Hedge accounting

The Bank Group enters into hedging transactions to manage in-

terest rate risk on fixed rate borrowings. These transactions are

recognised as fair value hedges. Fair value hedges are used when
derivatives hedge changes in the fair value of recognised assets

or liabilities with a specific risk. Derivatives are recognised in the
income statement, Changes in the value of the hedged item, at-
tributable to the hedged risk, adjust the carrying amount of the
asset and are recognised in the income statement.

The Company has chosen to continue to apply hedge accounting
in accordance with IAS 3. The new requirement in IFRS 9 would
not have resulted in any change to the accounts.

The use of hedge accounting requires that the hedge is effective.
A hedge is regarded as highly effective if, at inception and
throughout the hedge period, it can be expected that changes in
the fair value of the hedged item essentially offset changes in the
fair value of the hedged instrument. The effectivenass of the
hedge is measured at the individual level. At inception, the hed-
ging effectiveness is measured on the basis of an interest rate
shock at the individual instrument level. When assessing the
hedge effectiveness retrospectively, the fair value of the hedged
instrument is measured and compared with the change in fair
value of the hedged item. The result must be within the range of
80-125 per cent.

Financieal derivatives

The trading of financial derivatives is subject to strict limitations.
All derivatives are measured at fair value on the contract date.
Subsequent measurement is done at fair value with changes in
value being recognised as they occur. The fair value of derivatives
is measured based on listed prices whenever possible. When listed
prices are not available, the Company estimates fair value based
on valuation models that use observable market data.

Derivatives that do not meet the criteria for hedge accounting
are treated as financial instruments held for trading. The fair
value of such derivatives is classified as either an asset or a liabi-
lity with changes in fair value through profit or loss.

Accounting provisions

A pravisian is made when the Company has a legal or implicit lia-
bility as @ result of a past event, and it is probable that this will
lead to a payment or transfer of other assets to cover the liabi-
lity.

Pensions
The Company is required to have an occupational pension plan
pursuant to the Norwegian Act relating to Mandatory
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Gcecupational Pensions. The Company's pension plans meet the
reguirements of the Act.

The Company has a defined contribution plan.

Deductible grants to defined contribution plans are recognised as
employee expenses in the income statement when accrued.

Share-based payments

Gjensidige implemented amendments to IFRS 2 at 1 January
2018, and there was one implementation effect. The tax llability
as at 31 December 2017 amounting to NOK 0.1 million was reclas-
sified from liability to equity as at 1 January 2018.

Gjensidige has a share saving program for employees and a
share-based remuneration scheme for senior executives. The
share savings program is an arrangement with settlement in sha-
res, while the remuneration scheme is an arrangement with sett-
lement in both shares and cash.

The share-based payment arrangements are measured at fair
value at the time of allocation. Fair value is accrued aver the pe-
riod during which employees acquire the right to receive the sha-
res. Share-based payment arrangements which are recovered
immediately are recognised as expenses at the time of alloca-
tion. Vesting conditions are taken inta account by adjusting the
number of equity instruments included in the measurement of
the transaction amount so that, ultimately, the amount recogni-
sed shall be based on the number of equity instruments that
eventually vest. Non-vesting conditions and possible market con-
ditions are reflected in the measurement of fair value, and no ad-
justment of the amount charged as expenses is done upon failing
to meet such conditions.

The cost of share-based transactions with employees is recogni-
sed as an expense over the average recovery period. For arrange-
ments that are settled in shares, the value of the allocated sha-
res in the period is recognised as a salary expense in the income
statement with o corresponding increase in other paid-in equity.
For arrangements settled in cash, the value of the options gran-
ted is recognised as a salary expense in the income statement
with a corresponding increase in other paid-in equity. This applies
to Gjensidige's obligation to withhold an amount for the employ-
ees’ tax liability and transfer this amount in cash to the tax aut-
harities on behalf of the employee. Employers' social security
costs are calculated based on the fair value of the shares on each
balance sheet date. The amount is recognised in the income sta-
tement over the expected vesting period and accrued according
to IAS 37.

Share-based payment arrangements settled by cne of the share-
holders in the ultimate mother company is also recognised as a
share-based payment transaction with settlement in equity.

If the entity is obliged to withhold an amount for an employee’s
tax obligation associated with a share-based payment, and
transfer that amount in cash to the tax authority on the
employee’s behalf, then the entity shall account for that obliga-
tion as an equity-settled share-based payment transaction. The
tax obligation will be accounted for as an equity-settled share-
based payment transaction instead of cash-settled share-based
payment transaction.

See note 29 for a further description of Gjensidige's share-based
payment arrangements

Gjensidige Bank Boligkraditt - Annuol Report 2018

Taxation

The tax expense comprises tax payable and deferred tax. The in-
come tax is recognised gs an expense or income and, with the
exception of income tax on transactions that are recognised di-
rectly in equity, is included in the income statement as o tax ex-
pense.

Payable tax is based on the Company's taxable income and is
calculated in accordance with Norwegian tax regulations and tax
rates.

Deferred tax assets and liabilities are recognised by applying the
balance method to all temporary differences that arise between
the tax and accounting values of assets and liabilities. Deferred
tax assets are calculated on unused loss carryforwards and unu-
sed tax credits. The tax asset is only recognised to the extent that
it is probable that future taxable profits can be used to offset
temporary differences, unused tax loss carryforwards and unu-
sed tax credits. The carrying values of deferred tax assets and de-
ferred tax are subject to regular review, Deferred tax is caleulated
on temporary differences and untaxed provisions. Deferred tax
assets and deferred tax liabilities are not discounted.

Assets and liabilities are measured at the current tax rate in the
period when the asset is realised or the liability is settled, based
on the tax rate on the balance sheet date. Payable tax assets
and tax liabilities, as well as deferred tax assets and tax liabilities,
are offset if legally possible.

1. Equity

Share capital

Gjensidige Bank Boligkreditt AS is @ wholly owned subsidiary of
Gjensidige Bank ASA. Gjensidige Bank ASA is a wholly owned sub-
sidiary of Gjensidige Forsikring ASA. Share capital for Gjensidige
Bank Boligkreditt AS as per 31 December 2018 was NOK 221.0 mil-
lion divided on 130,000 shares at 1,700 per share. As per 31
December 2017 share capital was NOK 208.0 million divided on
130.000 at 1,700 per share.

Share premium
Payments in excess of the nominal value per share are allocated
to share premium.

Other equity
Cther earned equity consists of this year's and previous year's re-
tained earnings.

2. Critical accounting estimates
and judgements

General

The preparation of the financial statements under IFRS and the
application of the adopted accounting policies reguire the mana-
gement to make gssessments, prepare estimates and apply as-
sumptions that affect the reported amounts of assets, liabilities,
income and expenses. The estimates and the associated assump-
tions are based on historic experience and other factors that are
assessed as being justifiable based on the underlying conditions.
The actual figures may deviate from these estimates. The esti-
mates and the gssociated assumptions are reviewed regularly.
Changes in accounting estimates are recognised in the period
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the estimates are revised if the change only affects this period,
or both in the period the estimates change and in future periods
if the changes affect both existing and future periods.

Gjensidige Bank Boligkreditt AS's accounting principles, in which
assessments, estimates and assumptions may significantly di-
verge from the actual results, are discussed below

Write-downs and losses

Loans and claims are evaluated on each balance-sheet date to
assess whether there is objective evidence that an individual
claim/loan or a group of claims/loans are impaired. Individual
write-downs are assessed before the write-down on groups is de-
termined. i there is objective evidence that a financial asset is
impaired, a write-down is made for the estimated loss. Write-
downs are done at an individual level based on individual assess-
ment of the loan or on a group level based on Group Provisioning
models. Individual write-downs are assessed before the write-
down on groups is determined.

The write-down equals the difference between the outstanding
balance of the loan and the net present value of estimated fu-
ture cash flows, discounted by the financial asset’s original effec-
tive interest rate {i.e. the effective interest rate calculated initially
or subsequently agreed with the customer). Objective evidence
means evidence of occurrences indicating that the loan is impai-
red. This can be information about bankruptcy or defaults.

A final write-off {loss} is recognised when it is evident that the
loan will not be repaid and there is no collateral left to cover the
loan. In such instances, any corresponding provision {write-down)
will be reversed.

tn certain instances, where there is a lacks data or sufficient in-
formation, the Company uses judgment based on credit experi-
ence in the assessment of expected credit loss. This includes, but
is not limited to the fallowing:

s For some portfolios, where there is not enough data or history
to develop internal scoring madels, the credit score information
purchased from external credit reference agencies are used.

s [ndetermining PDs, portfolio which are limited in size or have
limited data, the estimate of expectation of default rates are
computed as simple ratios based on historical observations at a
total portfolio level rather than probabilities of default at a gra-
nular level.

e Expected life time of loan is determined by analysing historical
performance in months on groups of loans taken from the initi-
ally recognition point to the time the cumulative bad rates flat-
ten, i.e. none or limited loans turn bad incrementally. In cases,
where portfolios have not reached sufficient number of months
after initial recognition, historical performance of similar loan are
taken.

e [ndetermining LGB for portfolios which are limited in size, have
limited data or historical performance data, the Company utili-
zes information of similar portfolio if possible or judgment.

e Asthe Company has relatively limited history, despite best ef-
forts, the determination of the impact of changes in macro-
economic variables on the bank’s defaults rates was not possible
and hence the Company has utilized analysis published by
Norges Bank which establishes the macroeconomic factors that
drives the increase of problem loans in banks.

+ Inthe Company's analysis it was seen that using the historical
performance data, changes in risk levels between origination and
reporting date did not conclusively indicate a significant increase
in credit risk. As such the Company judgmentally uses increase by
greater than 2 risk classes compared to initial recognition, as the
definition of significant increase in credit risk

For further information, see note 25 Risk and risk management
onwrite-downs and losses.

Fair value of financial instruments

The fair value of financial instruments that are not traded in an
active market (such as unlisted shares) is determined using valu-
ation methods. These valuation methods are primarily based on
the market canditions on the balance sheet date. These valua-
tion methods are based primarily on the markst conditions at the
reporting date.

+ Bonds are valued based on prices collected from Nordic Bond
Pricing.

o Unlisted derivatives, including interest rate and foreign
exchange instruments, are valued theoretically based on ob-
servable market data. Money market rates, swap rates, exchange
rates and volatilities that form the basis for valuations are sup-
plied by Bloomberg and Oslo Stock Exchange.

» Mortgage loans in the parent company is measured at fair
value over OCL For floating rate mortgages, the bank assumes
that the fair value equals amortised cost, corrected for loss pro-
vision on stage 1 of the loss model.

For further information, see Note 19 Fair value of financial instru-
ments.

Amortised cost method

Market prices are used to price loans and receivables from credit
institutions and loans to customers. The value of loans that have
been written down is determined by discounting future cash
-flows using the internal rate of return.

Financial assets at fair value through other

comprehensive income:

Financial assets held to receive contractual cash flows and for
sale shall be measured at fair value with changes in value taken
over other comprehensive income. Interest income and write-
downs should be recorded in the ordinary result. Mortgage loans
to customers in the parent company {Gjensidige Bank ASA} is re-
quired to be measured at fair value over other comprehensive in-
come, as loans can be held to maturity and sold to Gjensidige
Bank Boligkreditt AS.

3. Segment information

Giensidige Bank Boligkreditt AS only has one business segment:
lending to private customers. The segment consists of loans to
private customers, and the entire loan portfolio is purchased
from Gjensidige Bank ASA. The Company’s full accounts there-
fore fall entirely under the 'Retail market’ segment.

The Company does not engage in activities outside Norway.
Customers with foreign domicile are classified as part of the
Naorwegian operations, All revenues and the Campany's profit are
related to the business in Norway.

Gjersidige Bonk Boligkreditt - Annucl Report 2018 21

09.03.2021 kI 09:17

Brgnngysundregistrene

Side 27 av 62



== Brenneysundregistrene

Arsregnskap regnskapsaret 2018 for 994000845

4. Net interest income

NOK thousands

1.1.-31.12.2018 1.1.-31.12.2017

Interest income

Loans to and receivables from credit institutions 10,467 9,81¢
Loans to and receivables frem customers 486,362 466,909
interest-bearing securities 1,697 1,927
Other income

Total interest incomet 498,526 478,655
Interest expense

Deposits from/ debt to credit institutions 147

Issued securities 277,321 253,119
Other interest expenses 53,953 43,909
Tetalinterest expenses? 331,422 297,028
Net interest income 167,104 181,627
10Of this total interest income on financial assets that are not measured at foir value 496,829 476,728

Zinterest expenses on financial liabilities that are not measured at fair value

5. Operating expenses

NQK thousands 1.1.-31.12.2018 1.1.-31.12.2017
Wages, salaries ete, 2,134 1,442
Pension costs 193 163
Employer’s National Insurance contributions 322 297
Other staff-related expenses 0 13
Total personnei expenses 2,739 1,915
iT expenses 433 435
Consultency fees 11,824 10,544
Other operating expenses 2,524 3,090
Total other expenses 14,731 14,069
Ordinary depreciation
Tetal operating expenses 17,520 15,983
Auditor’s fee (incl, VAT)
Statutory audit 58 56
QOther assurance services @5 125
Other non-assurance services &1 165
Tetal payments to auditer 213 347
Number of employees 1 1
Average nurmbres of employees 1 1
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5. Operating expenses (cont.)

Salary and ether benefits to management and geverning bodies in 2018

Caic. Rights
vatue of earned in  Annual Number
total  thefinan- vesting Number Number of The
Earned benefits cialyear  share of shares of shares Number current
Fixed varia- other according based assigned, shares out- of Re-
NOK theusands saiary/ ble than topension pay- notre- re- stan- shares Interest  payment
Name and position fee salary cash plan ment deemed leased ding held Loans rate schedule
Seniar executives
Jan Kére Roce, CEQ 1,155 132 21 193 269 849 929 1,820 1,729
The Board
Jorgen Ringdal, Chair 24,322
Erik Ranberg? 10,497 8§11 2.80% 20.8.2033
281 1.97% 28.11.2026
Sirianne Haaje Nes 3,997
SclbjergLie 75
Total for senior executives and the Board 1,230 132 21 193 269 849 929 1,820 40,545 1,092
General assembly
Helge Leiro Baastad 38,447
Hean in parent company Gjensidige Bank ASA
Salary and ether benefits to management and geverning bodies in 2017
Caigc, Rights
vaiue of earned in  Annual Number
total  thefinan- wvesting Number Number of The
Earned benefits cialyear  share of shares of shares Number current
Fixed varia- other accerding based assigned, shares out- of Re-
NOK thousands salary/ ble than  topension pay- notre- re- stan- shares Interest  payment
Name and position fee salary cash plan  ment deemed leased ding held Loans rate  schedule
Senior executives
Jan Kére Roce, CEO 1,064 138 20 163 145 821 1,005 1,814 894
The Board
Jorgen Ringdal, Chair 22,143
Erik Ranberg? 8,218 851 4,40% 20.8.2033
999 2.09% 28.11.2026
Sirianne Haaje Nes 3,646
Salbjergilie 73
Total for senior executives and the Board 1,137 138 20 1463 145 821 1,005 1,314 34,901 1,850

General assembly

Helge Leiro Baastad

Hean in parent company Gjensidige Bank ASA

49,264
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5. Operating expenses (cont.)

Remuneration policies

the Company has established a remuneration policy based on
the Group's principles. The system is meant to secure that
Gjensidige attracts and keeps colleagues who performs, de-
velops, learns and shares. The remuneration shall be competitive
but not leading. Employees are expected to see the remuneration
and benefits offered by the Group as an overall whole. The
Group's remuneration systems shall be open and performance-
based, so that they, as far as possible, are perceived as being fair
and predictable. The remuneration that is paid shall correspond
to the agreed performance.

Guidelines for remuneration and career development shall be lin-
ked to achievement of the Group’s strategic and financial goals
and caore values, and both guantitative and qualitative targets
shall be taken into consideration. The measurement criteria shall
promote the desired corporate culture and long-term value crea-
tion, and, as far as possible, take actual capital costs into acco-
unt. The remuneration system shall contribute to promoting and
providing incentives for good risk management, prevent exces-
sive risk-taking and contribute to aveoiding conflicts of interest. A
fixed basic salary shall be the main element of the overall remu-
neration, which also consists of variable pay, pension, insurance
and payments in kind. Variable remuneration shall be used to re-
ward performances beyond the expected, where both results and
behaviour in form of compliance of with the company values,
brand and management principles are to be assessed.

Variable remuneration shall be performance-based without
being a risk driver, and shall reflect the results and contributions
on company, division, department and individual level. Other ele-
ments of compensation offered should be considered attractive
from both new and current employees. There is an upper limit for
variable remuneration.

By decision of which functions of the company that shall be defi-
ned as employses with tasks of crucial importance for the
company’s risk exposure, both qualitative criteria related to the
role and quantitative criteria related to the level of remuneration
is to be taken into account. There must also be an individual as-
sessment of each employee's impact on company risk.

Decision-making process

The Board of Gjensidige Forsikring ASA has established a
Remuneration Committee which also covers Gjensidige Bank
Boligkreditt AS. The Committee consists of three members; the
Chairman of the Board and two board members,

The remuneration committee shall prepare matters for conside-
ration by the Board. it is primarily responsible for:

The Board's annual statement on Gjensidige’s remuneration
policy

The annual evaluation of matters concerning salary and other
remuneration to the CEG

The annual evaluation of matters concerning salary and other
remuneration to the company's internal auditor

Guidelines for salary and other remuneration to executive per-
sonnel

Statement of salary and other remuneration to executive per-
sonnel, including:

o Guidelines for determining salary and other remunera

tion for the coming fiscal year

o Statement of the remuneration policy that has taken

place during the previous financial year, including how the gui-
delines for the remuneration of employees have been imple-
mented

Gjensidige Bank Boligkraditt - Annuol Report 2018

o Statement of impact on the company and owners of imple-

mentation / changes in incentive schemes relating to shares

Other important personnel matters relating to executive per-

sannel

* Board's handling of completed HR processes, including talent
and successor development and strategic staffing control

Guidelines for the upcoming financial year

Remuneration of the CEQ

The CEO's salary and other benefits are stipulated by the Board
on the basis of an overall assessment that takes into account
Gjensidige’s remuneration scheme and market salary for corre-
sponding positions.

The fixed salary is reviewed annually and determined on the basis
of developments in society in general and in the financial sector
in particular. The variable salary {bonus) is determined by the
Board based on agreed objectives and delivery in relation to
them. It may not exceed three maonths' salary including holiday
pay. Variable remuneration is earned annually and is based on an
overall assessment of financial and non-financial performance
over the last two years. Variable pay is not included in the pen-
sion basis. The assessment takes into account the company's re-
sults in the last two years and includes an assessment of the
CEQ's personal contribution to the Company's core values, de-
velopment and results, Half of the variable remuneration will be
given in the form of shares in Gjensidige Forsikring ASA, where 1/3
can be placed at the employee’s disposal in each of the next
three years. The variable remuneration can be reduced if subse-
quent results and developments indicate that it was based on in-
correct assumptions. The CEQ is not paid performance-based
benefits other than the above bonus, but can be granted fringe
benefits such as a company car and reimbursement of expenses
for electronic communications. The granting of such fringe bene-
fits shall be related to the executive functions of the Company,
and otherwise be in line with market practice.

The CEO's retirement age is 70 years, and the CEQis ¢ member of
the Company's defined contribution pension plan. There is no se-
verance pay arrangement for the CEO.

Binding guidelines for shares, subscription rights, ete, for
the coeming financial year

Of the variable salary paid to the CEQ in 2018, 50 per cent of
gross earned variable pay will be granted in the form of shares in
Gjensidige Forsikring ASA. A third of the shares will be allocated in
each of the next three years.

Share savings programme

The Board has decided to continue the Group's share savings pro-
gramme for employees in 2019, The CEO and exscutive personnel
are entitled to take part in the programme on a par with other
Gjensidige employees. Under the current programme, employees
can save through deductions from their salary for the purchase
of shares in Gjensidige Forsikring ASA for up to NOK 75,000 per
year. Purchases take place quarterly following publication of the
results, A discount of 20 per cent of the purchase price is offered,
limited upwards to NOK 3,000 For those whao keep the shares
and are still employed in the Group, one bonus share is awarded
for every four share they have owned for more than two years.

Statement concerning the management’s remuneration
policy in the previous accounting year

The Board confirms that the guidelines on executive pay for 2018
set out in last year's declaration have been complied with.

The Board has decided to pay all full-time employees a bonus of
up to NOK 23,700,
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6. Write-downs and losses on loans

NOK thousands 31.12.2018 31.12.2017
Write-downs and losses for the peried

+/- Change in group write-downs for the period 291 (5,540)
+ Write off during the period

- Payrments on previously written off accounts

Write-downs and Jesses for the period 291 (5,540}
Group write-downs

Group write-downs at the start of the period 919 6,459
+/- Change in group write-downs for the period 291 (5,540)
Group write-downs at the end of the period 1,210 919
Tetal write-downs at the end of the period 1,210 919
Defauited foans

Gross default over 90 days 2,801 2,643
Credit quality by visk group

1.1.2018 Stage 1 Stage 2 Stage 3

NOK thousands 12-month ECL fifetime ECL tifetime ECL Total
Leans te and cigims on custemers

Low 20,570,088 2,156 20,579,243
Medium 29,761 351,828 1,112 362,701
High 6,093 131,156 2,732 139,981
Not classified 958 958
impaired and written down 2,643 2,643
Tetat 20,606,899 482,985 15,643 21,105,527
Loss aliowance 551 96 272 919
Tetainet 20,606,345 482,888 15,371 21,104,607
31.12.2018 Stage 1 Stage 2 Stage 3

NOK thousands 12-month ECL jifetime ECL tifetime ECL Total
Leans te and eigims on custemers

Low 23,002,857 6,598 23,009,234
Medium 8,589 69,997 2,514 §1,100
High 4,580 62,234 5,858 72,652
Not classified 1,442 685 40,641 (3,978) 1,479,349
impaired and written down 6,274 6,274
Tetat 24,458,691 172,872 17,047 24,648,610
Loss allowance 880G 85 245 1,216
Totainet 24,457,811 172,787 16,802 24,647,400

Gjensicige Bank Beoigkreditt - Annual Report 2018
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6. Write-downs and losses on loans {cont.)

Loans te and claims on custemers by past due status

31.12.2018 1.1.2018

Gross carrying Loss  Gross carrying Loss
NQK thousands amount aliowance amount dallewance
0-29 days 24,643,421 1,153 21,101,386 844
30-59 days 1
60-89 days 2,596 17 1,497 10
90+ days 2,591 40 2,643 &5
Totatl 24,648,610 1,210 21,105,526 919

The following tables reconcile the opening and closing balances for accumulated loan loss allowance on financial Instruments,

Reconciling items includes the following:

-Changes in allowance due to the origination of new financial instruments during the period.
-Changes in allowance due to the derecognition of financial instruments during the period.

-Transfers between stages due to changes in credit risk. This includes the difference in loan loss allowance balance from one period to

another.

-Changes in balance with no transfer between stages are related to financial instruments that did not move between stages but had

changes in balances and hence resulting in changes in loan loss allowance.

Balances shown are loan loss allowance balances as of end of period except for "financial assets that have been de-recognised” which

are as of the beginning of period.

Loss allowance

Stage 1 Stage 2 Stage 3 Total balance
NOK thousands 12-month ECL jifetime ECL lifetime ECL sheet allowance
Loss allowance as at 1.1.2018 551 96 272 919
Transfer to stage 1 36 (43) (120) (126)
Transfer to stage 2 {2) 40 58
Transfer to stage 3 (1) (0) 181 180
New Firanicial assets originated during the period 352 17 22 392
Financiat assets that have been derecognised (200) (44) (168) (252)
Changes in balance with ne transfer between stages 44 (2) (3 39
Loss allowance as at 31.12.2018 880 85 245 1,210
NQK thousands 31.12.2018 1.1.2018
Stage 1 880 551
Stage 2 85 6
Stage 3 245 272
Tetal 1,210 919
Stage 72.7% 59.9%
Stage 2 7.0% 10.5%
Stage 3 20.3% 29.6%
Total 100.0% 100.0%

26 Gjensidige Bank Beiigkreditt - Annuol Repert 2018
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6. Write-downs and losses on loans {cont.)

The following tables reconcile the opening and closing balances on gross carrying amount.

Reconciling items includes the following:

- Transfers between stages due to changes in credit risk.

- Changes due to the origination of new financial instruments during the period,

- Changes due to the derecognition of loans during the period, including down-payment of loans, write-offs and sale of assets.

Balances shown are as of end of period except for "financial assets that have been derecognised” which are as of beginning of period
and "down-payments” which are computed as the difference of the beginning of period and closing period balances.

Loans to and claims on customers

Stage 1 Stage 2 Stage 3
NOK thousands 12-month ECL {ifetime ECL tifetime ECL Total
Gross carrying amount as at1.1.2018 20,606,899 482 985 15,643 21,105,527
Transfer to stage 218,340 (212,689) (6,251)
Transfer to stage 2 (57,832) 57,832
Transfertostage 3 (5,882) (6,139) 12,021
New financial assets eriginated 2,877,904 55,752 771 ,934,426
Financicd assets that have been derecognised, including down payments (5,335,484) (121,420) (4,655) (5,531,560)
Other changes (845,253) (14,049) (482) (859,783)
Gross carrying amount as at 31.12.2018 24,458,691 172,872 17,047 24,648 610
Loss allowance as at 31.12.2018 880G 85 245 1,216
NOK thousands 31.12.2018 1.1.2018
Stage 24,458 691 20,606,898
Stage 2 172,872 482,985
Stage 3 17,047 15,643
Tetat 24,648,610 21,105,526
Stage 99.2% 97 .6%
Stage 2 0.7% 2.3%
Stage 3 0.1% 0.1%
Totatl 100.0% 100.0%

Gjensicige Bank Beoigkreditt - Annual Report 2018
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7. Tax expense

NOK theusands

1.1.-31.12.2018 1.1.-31.12.2017

Tax payable 38,559 43,660
Change in deferred tax/tax assets (2,154) (6,594)
Other adjustments 1o previous years 3,278
Tax expense 36,405 40,345
Reconciliation of tax expense

Profit/ (loss) before tax expense 145,619 162,379
Expected tax ot nominal tax rate of 25% 36,405 40,345
QOther adjustments 1o previous years

Tax expense 36,405 40,345
The average effective tax rate 25% 25%
Deferred tax assets / (Deferred tax liabilities)

Deferred tax assets arising from temporary differences

- Current gssets 14 19
- Financicl instrurnents 2,245 &5
Deferred tax assets / (Deferred tax liabilities) 2,258 104
Net changes in deferred tax assets/ deferred tax through profit or loss are as follows:

Current assets & 8
Financialinstruments (2,160) (6,602)
Totat (2,154) (6,594}

Deferred tax assets resulting from loss carryforwards are only recognised to the extent that itis probable that they will be realised.
Deferred tax assets and deferred tax are offset and the net amount is entered when this is permitted by legislation and the amounts

relate to the same tax authority.

8. Other assets

NOK theusands 31.12.2018 31.12.2017
Earned income not yet received 38,1G7 36,789
Advance payments 424 421
Total 38,532 37,210
28 Gjensidige Bonk Beligkreditt - Annuol Repert 2018
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Q. Loans to and receivables from credit institutions

NOK thousands 31.12.201.8 31.12.2017
Leans and receivables without an agreed term to maturity, amortised cost 694,857 804,455
Loans and receivables with an agreed term to maturity, amortised cost 76 74
Total loans and receivables to credit institutions, amortised cost 694,913 804,529
10. Analysis of leans
NOK thousands 31.12.2018 31.12.2017
Loans to customers, amortised cost 24,648,610 21,165,527
Loans te customers, fair value
Total gross loans to customers 24,648,610 21,105,527
Individual write-downs
Group wiite-downs (see note &) 1,210 919
Net loans to customers 24,647 400 21,104,607
Loans by secter and industry
Private individuals 24,648,610 21,165,527
Tetat 24,648,610 21,105,527
Loans by region based on customers residentiai address:

31.12.2018 31.12.2017
NOK theusands Leans Per cent Leans Per cent
Oslo 5,842,563 23.7G% 5,171,142 24.50%
Akershus 4,959,782 20.22% 4,569,098 20.70%
Eastern Norway 4,680,596 18.99% 3,868,151 18.33%
Scuthern Norway 472,073 1.92% 377,378 1.79%
Western Norway 4,799,030 19.47% 4,133,594 19.59%
Central Norway 2,609,800 10.59% 2,145,709 10.17%
Northern Norway, Svatbard 1,218,798 4.94% 991,569 4.70%
Abroad 65,966 0.27% 48,908 0.23%
Total gross loans by geographical area 24,648,610 100.00% 21,105,527 100.00%

Gjensidige Bank Boligkreditt AS has no guarantees to customers

Gjersidige Bonk Boligkreditt - An

nuol Report 2018
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11. Interest-bearing securities

NOK thousands 31.12.2018 31.12.2017
Short-term government bonds 61,551 61,805
Covered bonds 78,658 78,404
Exchonge rote adjustment (310) (207)
Totatl 139,898 140,002
Stock exchange listed securities 139,898 140,002

Uniisted securities

Totat 139,898 140,002

12. Financial derivatives

Financial derivatives are linked to underlying amounts which are For interest derivatives, an asset position implies a positive

not carried on the balance sheet. In order to quantify the volume change in value if interest rates are reduced . An asset position in

of derivatives, reference is made to gross nominal volume and a currency derivative generates a positive change in value if the

the like. exchange rate against the NOK sees an increase.

NOK thousands Gfuss; Currym!: Currymz

31.12.2018 noeming: amoun .QY\??LI-“
volume assets fHabilities

Interest rate swaps 1,450,000 66,303 5,156

Currency swaps

Total 1,450,000 46,303 5,156

NOK thousands Gfuss; Currymg Currymi

31.12.2017 noeming: amoun .QY\??LI-“
volume assets Habilities

Interest rate swaps 1,450,000 100,339 6,186

Currency swaps

Total 1,450,000 100,339 4,186

30 Gjensidige Bank Beiigkreditt - Annuol Repert 2018
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13. Liabilities to credit institutions

NOK thousands 31.12.2018 31.12.2017
Debt without an agreed terrn to maturity, amortised cost

Debt with an agreed term to maturity, ot amortised cost 3,636,067 3,261,835
Total debt to credit institutions, amertised cost 3,636,007 3,261,835
14. Liabilities opened for the issue of securities

NOK theusands Face vaiue
1SIN Number Currency Rate Due Ext.due 31.12.2018
NGOD10662737 NOK Floating 6.5.2019 6.5.2020 1,095,000
NGOD10680283 NOK Flogting 3.3.2020 3.3.2021 2,850,000
NO0010687429 NOK Fixed 11.9.2020 139.2021 850,000
NO0010727738 NOK Foating 12.5.2021 12.5.2022 5,000,000
NO0010770852 NOK Foating 20.5.2022 20.5.2023 5,000,000
NCOD10789266 NOK Floating 23.5.2023 23.5.2024 4,500,000
NGOD10678766 NOK Fixed 8.5.2025 8.5.2026 600,000
Total debt incurred through the issue of securities 19,895,000
NOK thousands Face vaiue
1SIN Number Currency Rate Due Ext.due 31.12.2017
NG0D10660327 NOK Foating 21.9.2018 21.9.2019 402,000
NOOD10662757 NOK Floating 6.5.2019 6.5.2020 2,289,000
NGOD10680283 NOK Flogting 3.3.2020 3.3.2021 2,850,000
NGOD10687429 NOK Fixed 11.9.2620 13.9.2021 850,000
NO0D10727738 NOK Foating 12.5.2021 12.5.2022 4,000,000
NO0010770852 NOK Foating 20.5.2022 20.5.2023 4,000,000
NGO0D10789266 NOK Foating 23.5.2023 23.5.2024 2,000,000
NQODI0678766 NOK Fixed 8.5.2025 8.5.2026 600,000
Total debt incurred through the issue of securities 16,991,000

Standard contract terms {loan terms) apply to the signed loan agreements, with requirements for overcollateralization of 110 per cent.
Gjensidige Bank Boligkreditt AS met all existing terms and conditions in 2018, In 2016 the Company established a EMTCN program. The

program is not yet in use.

Gjensicige Bank Boiigkreditt - Annucl Report 2018
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15. Liabilities from financing activitites

Fair value Other
NOK thousands 31.12.2017 Cash flow Acquisitions ratechanges changes changes 31.12.2018
Licbilities opened for the issue of securities 17,076,000 2,934,944 (24,4469 19,986,475
Totat liakilities from financing activities 17,076,000 2,934,944 (24,469} 19,986,475

Non cash flow

Exchange Fair value Other
NOK thousands 31.12.2016 Cash flow Acquisitions ratechanges changes changes 31.12.2017
Liabilities opened for the issue of securities 14,864,874 2,213,570 (2,443) 17,076,000
Totat fiakilities from financing activities 14,864,874 2,213,570 (2,443} 17,076,000

16. Hedge accounting

The Company's criteria for classifying a derivative as a hedging
instrument are as follows:

1. When entering into a hedge, the correlation between the hed-
ging instrument and the hedged item is documented. In addi-
tion, the hedge’s goal and strategy is documented.

2. The hedge is expected to be highly effective by offsetting
changes in fair value of an identified object.

3. The effectiveness of the hedge can be reliably measured.

4. There is adeguate documentation when entering into o hedge
that, among other things, shows that the hedging is effective.

5. The hedge is evaluated regularly and has proven to be effective
during the accounting period, i.e. within the range 80-125 per
cent.

Fair value interest rate risk

Fair value hedges

The Company uses fair value hedges to manage its interest rate
risk. Hedging is performed to hedge against fluctuations in the
value of issued fixed rate bonds due to changes in interest rates.
Interest rate swaps designated as hedging instruments are mea-
sured at fair value and changes in fair value are recognised in the
income statement. For the hedged item, the fixed rate bond, a
change in fair value attributable to the hedged risk is accounted
for as an addition to or deduction from the carrying value in the
balance sheet and in the income statement.

If the hedge ceases, changes made to the carrying value of the
hedged item are amortised over the remaining life using the ef-
fective interest method, if the hedging instrument is a financial
instrument recognised using the effective interest method.

To hedge exposure to changes in the fair value of financial instruments with a fixed interest rate the Company uses interest rate swaps.

The fair vatue of derivatives included in the fair value hedge are as follows:

NQK thousands 31.12.2018 31.12.2017
Instrument:
Interest rate swap 61,148 94,153
Total 61,148 94,153
interest rate swap neminal value 1,450,000 1,450,000
Gain/(iess} on fair value hedges
Gain/ (loss) on hedging instrurnents and hedged items designated in fair vaiue hedges are as foliows:
NOK thousands 31.12.2018 31.12.2017
Hedging instrument:
interestrate swap (28,111) (10,942)
Hedge item:
Bond debt 28,109 10,874
Tetat (2} (68}
Gain (loss) is shown in the income statement under "Net gains on financia instruments at fair value”
Gjensidige Bank Beligkreditt - Annpuol Repert 2018
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16. Hedge accounting {cont.)

Hedge effectiveness

The hedge is evaluated requiarly and has proven to be effective for the accounting period, i.e. within the range 80-125%

Per cent 31.12.201.8 31.12.2017
Hedge effectiveness - prospektiv 102-113% 162-108%
Hedge effectiveness - retrospektiv 98-100% $9-100%

Fixed feg of the interest rate swap is 100% mached to the fixed rate covered bobnd bond cash flow. Ineficiency is caused by changes in value of the floating leg of
theinterest rate swap.

17. Provisions and other ligbilities

NOK thousands 31.12.2018 31.12.2017

Accounts payable

Labilities to public authorities 179 74
Accrued interest expenses 58,889 46 064
Accrued persannel cost 141 128
Other accrued expenses and deferred income 10,586 8,875
Total other liabijities 69,794 55,142

18. Off-balance sheet commitments and contingent liabilities

NOK thousands 31.12.2018 31.12.2017
Unused credit facilities 1,963,344 1,828,251
Tetal contingent liabilities 1,963,344 1,828,251

Unused credit facilities include approved and unused credit limits on home equity lines of credit. The Company has not received pledges
of or pledged assets as security.

Gjensicige Bank Beoiigkreditt - Annucl Report 2018
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19. Fair value of financial instruments

Method used to calculate the fair value of financial instruments
Financial instruments measured at fair value {incl. financial instruments available for safe).

Fair value

Financial assets and liabilities measured at fair value are car
ried at the amount each asset/liability can be settled forinan
orderly transaction between market participants on the meas-
urement date. Different valuation techniques and methods are
used to estimate falr value, depending on the type of tinancial
instruments and the extent to which they are traded in active
markets. Instrurments are classified in thelr entirety in one of
three valuation levels in a hierarchy on the basis of the lowest
tevel input that is significant to the falr vatue measurement in
s entirety. Prices quoted In active markets are considered to
be the best estimate of an asset/lability's fair value. When
aquoted prices in active markets are not available, the fair value
of financial assets/ labilities will preferably be estimated on
the basls of valuation technigues based on observable market
data . When nelther guoted prices n active markets nor ob-
servable market data are available, the fair value of financial
assets/liabilities s estimated based on valuation technigues
that are based on non-observable market data. For assets and
tiabilities for which amortised cost and fair value are virtually
identical, book vatues and the fair value are preserted with
identical amounts.

Quoted prices in active markets

Quuoted prices in active markets are considered the best esti-
mate of an asset/liability's fair value. A financial asset/liability
is considered valued based on quoted prices in active markets
i fair value s estimated based on easily and regularly available
prices and these prices represent actual and regularly occur-
ring transactions at arr's length principle. Financial assets/ii-
abilities valued based on quoted prices in active markets are
classified as tevel one in the valuation hierarchy.

Valuation based on observable market data

When quoted prices In active markets are not avallable, the falr
value of financial assets/ liabilities is preferably estimated on
the basis of valuation technigues based on observable market
data. A financiat asset/liability is considered valued based on
observable market data if fair value is estimated with reference
to prices that are not quoted, but are observable elther directly
(as prices) or indirectly {derived from prices). Financial assets/
tiabilities valued based on observable market data are
classified as level two In the valuation hierarchy.

Valuation based on non-observable market data

When neither quoted prices in active markets nor observable
market data is available, the fair value of financial assets/
Habllitles Is estimated based on valuation technigues which are
based on non-observable market data. A financial asset/

Gjensidige Bonk Boligkraditt - Annuol Report 2018

liability is considered valued based on non-observable market
data if fair value is estimated without being based on quoted
prices in active markets or observable market data. Financial
assets/labllities valued based on non-observable market data
are classified as level three in the valuation hierarchy.

Sensitivity financial assets level three

The sensitivity analysis for financial assets that are valued on
the basis of non-observable market data shows the effect on
profits of realistic and plausible market outcomes. General
rarket downturns or a worsening of the outlook can affect ex-
pectations of future cash flows or the applied multiples, which
in turn wilt lead to a reduction in value. A falt in value of ten per
cent is deemed to be a realistic and plausible market outcome
for shares and similar interests, as well as bonds and other se-
curities with o fixed return that are included in level three of
the valuation hierarchy.

Financial instruments measured at amortised cost

Market prices are used to price loans and receivables from
credit institutions and loans 1o customers. The vatue of loans
that have been written down is determined by discounting fu-
ture cash -flows using the internal rate of return based on mar-
ket conditions for equivalent loans that have not been written
down. Fair value is considered to be the carrying amount for
loans and receivables measured at amortised cost. No allow-
ance has been made for any changes in credit risk over and
above the changes in estimated future cash flows for loans
that have been written down.

The fair value of short-term liabilities to credit institutions is es-
timated as being their amortised cost. Long-term liabilities to
credit Institutions are measured at fair value based on the
equivalent interest rate the bank pays on its own bonds. Debt
securities measured at amortised cost are valued in the same
way as debt securities measured at fair value, cf. note 1.

Off-balancesheet obligations and guarantees

Mortgaged assets are measured at fair vatue, cf. note 1. Other
off- balance sheet obligations and guarantees are measured
at their nominal value. The fair value is shown in the balance
sheet under provisions.

For assets and liabitities where amortised cost and fair value
are identical, carrying amount and the falr value are presented
as identical amounts equal to amortised cost, and not in-
cluded in the fabr vatue hierarchy below.
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19. Fair value of financial instruments (cont.)

31.12.2018 31.12.2017

NOK thousands Carrying Fair Carrying Fair

amount value ameunt vaiue
Classification of financial instruments
Net loans to and receivablies from credit institutions
Loans tc and receivables from credit institutions, amortised cost 494,913 694,913 804,529 804,529
Loans to and receivables from credit institutions 694,913 694,913 804,529 804,529
Bends and ether fixed-inceme securities
Certificates and bonds, fair value 139,898 139,898 140,062 140,002
Total bonds and other fixed-income securities 139,898 139,898 140,002 140,002
Net ioans to customers
Loans tc ond receivables from customers, amortised cost 24,648,610 24,648,610 21,105,527 21,105,527
Totai loans before individuai and group write-downs 24,648,610 24,648 610 21,105,527 21,105,527
- Write-downs of individual loans
- Group write-downs 1,21G 1,210 Q19 Qe
Tetai net leans te customers 24,847,400 24,647,400 21,104,607 21,104,607
Other assets
Financial derivatives, fair value 66,303 66,303 100,339 100,339
COther financdio! assets, amaortised cost 38,107 38,107 36,789 36,789
Total other financial assets 104,411 104,411 137,129 137,129
Tetal financial assets 25,586,622 25,586,622 22,186,268 22,186,268
Classification of financial Habifities
Liabilities to credit institutions
Loans and deposits from credit institutions, amortised cost 3,636,007 3,636,007 3,261,835 3,261,835
Total liabilities to credit institutions 3,636,007 3,636,007 3,261,835 3,261,835
Debt Securities
Commerciai paper and bonds, amortised cost 18,475,317 18,584,578 15,531,824 15,650,394
Liability incurred through the issue of securities, fair value hedge 1,511,158 1,524,224 1,544,176 1,559,334
Total debt securities 19,986,475 20,108,602 17,076,000 17,209,728
Other financial liabilities
Financial derivatives, fair value 5,156 5156 4,186 6,186
COther finandiotliobilities, amortised cost 61,388 61,388 47,970 47,976
Total other financial liabilities 66,544 66,544 54,156 54,156
Tetal financiai liabilities 23,689,025 23,811,152 20,391,992 20,525,719
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19. Fair value of financial instruments {cont.)

31.12.2018

NQK thousands Leveil Levei 2 level3 Total
Loans to and receivables fram customers, fair value

Interest-bearing securities, fair value 61,596 78,302 139,898
Financid derivatives, fair value 66,303 66,303
Total assets measured at fair value 61,596 144,606 206,202
Financicl derivatives, fair value 5,156 5,156
Total Habilities measured at fair value 5,156 5,156
Liability incurred through the issue of securities, amortised cost 18,584,578 18,584,378
Total Babilities measured at amortised cost 18,584,378 18,584,378
Liability incurred through the issue of securities, fair value hedge 1,524,224 1,524,224
Total Habilities included in fair value hedge 1,524,224 1,524,224

31.12.2017

NOK thousands Levell Levei2 level3 Total
Loans te and receivables from customers, fair value

Interest-bearing securities, fair value 61,797 78,205 140,002
Financial derivatives, fair value 100,339 100,339
Total assets measured at fair value 61,797 178,544 240,341
Financid derivatives, fair value 6,186 6,186
Total Habilities measured at fair value 6,186 6,186
Liability incurred through the issue of securities, amortised cost 15,650,394 15,650,394
Total Habilities measured at amortised cost 15,650,394 15,650,394
Liability incurred through the issue of securities, fair value hedge 1,559,334 1,559,334
Tetatl Habilities included in fair value hedge 1,559,334 1,559,334

There were no major moves betweenlevels 1and 2 in 2018.

If any transfers are made between levels of the fair value hierarchy, they are recognised ot the end of the reperting period during which the change has eccurred.
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20. Cover pool

NQK thousands 31.12.201.8 31.12.2017
Gross loans to customers 24,648,610 21,105,527
Number of loans 13,767 12,226
Loans in defauit over 90 days 2,591 2,643
Total value basis for {oans 65,372,030 59,573,936
Weighted average remaining fife (months) 262 258
Weighted indexed average loan-te-value ratio S5i% 49%
Lending to customers divided by weighted loan-to-value:

Loan-to-value 0-40 per cent 6,374,423 6,171,483

Loan-to-value 40-50 per cent 4,431,202 4,247,097

Loan-to-value 50-60 per cent 5,211,839 4,736,542

Loan-to-value 60-75 per cent 7,769,502 5,647,194

Loan-to-value over 75 per cent 861,644 303,410
Totat 24,648,610 21,105,527
Composition cover pooi:
Mortgage! 24,606,705 21,064,243
Substitute assets:

Bank deposits Giensidige Bank ASA 538,972 650,655

Cavered bonds (rated AAA) 38,166 38,082

Treasury bills 31,874 31,688

Derivative 55,997 84,108
Tetat 25,271,713 21,588,976
1The part of loans exceeding 75 and loans default over 90 days are not included in the value of the cover pool.
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21. Related parties

Gjensidige Bank ASA is a directly owned subsidiary of Gjensidige
Farsikring ASA. Gjensidige Bank Boligkreditt AS is a wholly owned
subsidiary of Gjensidige Bank ASA. All companies in the group are
to be regarded as related parties and will be specified to the ex-
tent that the Company has transactions or balances with them.
All transactions and agreements with these parties are carried
out in accordance with arm's length principles.

Gjensidige Bank Boligkreditt AS purchases services such as custo-
mer support and loan management, as well as day-te-day ma-
nagement and administrative services, from Gjensidige Bank
ASA.

Gjensidige Bank Boligkreditt AS has access to strong cradit facili-
ties with Gjensidige Bank ASA. This ensure that the Company can
pay interest and principal to the covered bonds owners, and fi-
nance the transferring of loans and the cover pool.

Further information about the credit agreements:

a) long-term credit facility of up to NOK. 2,000.0 million. Expiry
date 31 December 2020.

b} short-term cradit facility of up to NOK 4,000.0 million. Expiry
date 30 November 2019,

c) Credit facility agreement that enables Gjensidige Bank
Boligkreditt AS to borrow money in order to repay its outstanding
bond debt. The credit facility shall be sufficient to cover the total
repayment of the outstanding bonds over the next 12 months. As
of 31 December 2018, the credit limit of the agreement was NOK
1,095.0 miillion.

NOK 11,349.4 million in loans to and claims on customers was
transferred from Gjensidige Bank ASA to Gjensidige Bank
Boligkreditt AS in 2018,

Transactions with the Board and the Supervisory Board are not
included, see note 5.

The list below shows the transactions with related parties that are recognised in the income statement

NCK thousands 31.12.2018 31.12.2017
interest income deposit Gjensidige Bank ASA 10,467 %819
interest expense liabitity Gjensidige Bank ASA 53,953 43,909
interest expense covered bonds Gjensidige Bank ASA 10,861 21,434
Purchase of services from Gjensidige Bank ASA 11,612 10,197
Services to Gjensidige Bank ASA ( outsourcing the CEQ) ?L7 588
The list below shows assets / llabilities with / to related parties
NOK thousands 31.12.2018 31.12.2017
Deposit in Gjensidige Bank ASA 694,837 804,455
Licbility to Gjensidige Bank ASA 3,651,742 3,273,300
Covered Bonds to Gjensidige Bank ASA 710,265 693,378
22. Events after the balance sheet day
No significant events have occurred after the balance sheet date.
Gjensidige Bark Beiigk-editt - Annuol Report 2018
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23. Capital adequacy

NOK thousands 31.12.2018 31.12.2017
Share capital and share premiurm 1,220,020 1,220,020
Other equity 633,294 523,949
Equity 1,853,314 1,743,969
Deductions
Goodwill and other intangible assets
Yalue adjustments due to the requitements for prudent valuation (211) (247)
Common equity Tier 1 capital 1,853,103 1,743,722
Net primary capital 1,853,103 1,743,722
Minimum requirement for equity and subordinated debt
Credit risk
Of which:
Institutions 13,410 18,452
Mass market positions 3,167 2,323
Pasitions secured by mortgage 688,972 590,166
Overdue positions 211 215
Caovered bonds 630 628
Other positions 486 61
Tetal minimum requitement credit risk 706,815 611,845
Operational risk 22,555 21,941
CVA-risk 5,936 10,026
Minimum requirement for net primary capital 735,307 643,806
Basis of caleulation of balance sheet items not included in trading portfelie 8,810,890 7,582,622
Basis of calculation of off-bajance sheet items not included in trading pertfolic 24,302 65,440
Risk-weighted assets (calculation basis for capital adequacy ratio} 9,191,333 8,047,573
Buffer requirements
Systemic risk buffer 275,740 241,427
Conservation buffer 229,783 201,189
Countercyclical buffer 183,827 160,951
Total buffer requirement for commen equity Tier 1 capitai 689,350 603,568
Piilar 2 requirement 1.5% for commen equity Tier 1 capital set by The Financial Supervisory Authority of Norway 137,870 120,714
Available Core Tier 1 capital net minimum requirement 612,273 &57,300
Capital adequacy
Capital adequacy ratio 20.2% 21.7%
Tier 1 capital ratic 20.2% 21.7%
Cornmon equity Tier 1 capital ratio 20.2% 21.7%
Leverage ratic 7.2% 7.7%

For credit risk the standard method is used, while basis method is used for aparational risk. The Financial Supervisory Authority of
Norway has set a Pillar 2 reguirement on additional 1.5 per cent of risk-weighted assets for Gjensidige Bank Group, covered by Common
equity Tier 1 capital. Total regulatory requirement for comman equity Tier 1 capital is 13.5 per cent and 17.0 per cent for primary capital

as of year end 2018.
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24, Classification of financial instruments

Financial Financial
instruments Financial deriva-
measured at assets and Financial tives as Non-
fair value tiabilities at assets and hedging financial
NOK thousands through profit Available amorti-  Habilities at instru- assets and
Balance 31.12.2018 or loss forsale sed cost cost ments Habilities Total
Assets
Loans te and claims on credit institutions 694,913 694,913
Loans te and claims on customers 24,647,400 24,647,400
Certificartes, bends and otherinterest-becring securfties 139,898 139,898
Deferred tax assets 2,258 2,258
Financial derivatives 66,303 46,303
Other gssets 38,107 424 38,532
Total assets 139,898 25,380,420 56,303 2,683 25,589,304
Liakilities and equity
Lichilities to credit institutions 3,636,007 3,636,007
Liabilities opened for the issue of securities 19,986,475 19,986,475
Financial derivatives 5,156 5,156
Other {iabilities 61,388 45,966 108,353
Total liabifities 23,683,870 5,156 46,966 23,735,991
Total equity 1,853,314 1,853,314
Total Hakilities and equity 23,683,870 5,156 1,900,279 25,589,304
Finaneial Financial
instruments Financial deriva-
measured at assets and Financial tives as Non-
fair value liabilities at assets and hedging financial
NOK thousands through profit Available amorti-  Habilities at instru- assets and
Balance 31.12.2017 or foss forsale sed cost cost ments Fabiiities Total
Assets
Loans te and ciaims on credit institutions 804,529 804,529
Loans tc and claims on customers 21,104,607 21,104,607
Certificates, bends and other interest-bearing securities 140,602 140,002
Deferred tax assets 1G4 104
Financiat derivatives 100,339 100,339
Other assets 36,789 421 37,210
Total assets 140,002 21,945,926 100,339 525 22,186,793
Liabilities and equity
Liabilities tc credit institutions 3,261,835 3,261,835
Liabilities opened for the issue of securities 17,076,600 17,076,000
Financial derivatives 6,186 6,186
Other liabilities 47,970 50,832 98,802
Total liabiiities 20,385,806 6,186 50,832 20,442 824
Total equity 1,743,969 1,743,969
Total liabilities and equity 20,385,806 5,186 1,794,801 22,186,793
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25, Risk and risk management

Gjensidige Bank Boligkreditt AS is exposed mainly to credit risk,
market risk, liquidity risk and operational risk, where credit risk is
the largest risk. The Board emphasises that the Company should
have low risk, and limits have been established for all types of
risks.

Capital adequacy regulations

The capital regulations are built on three pillars:

Pillar 1 Minimum capital requirements

Pillar 2 ICAAP process for evaluation of the bank's total capital
requirements

Pillar 3 Requirements for the public disclosure of financial infor-
mation

Piltar 1: The Company uses the standard method for reporting
credit risk and the basic indicator approach for reporting operati-
onal risk.

Pillar 2: Gjensidige Bank ASA prepares the ICAAP document for
the Gjensidige Bank Group. The ICAAP document is approved by
the Board in the bank. Guidelines for ICAAP are approved by the
Board. The document is prepared with broad involvement of ma-
nagement and specialists in the bank, as well the Board. The
Board in Gjensidige Bank Boligkreditt AS is also invelved as part
of this process. The Board in Gjensidige Bank Boligkreditt AS has
defined guidelines for common equity Tier 1 capital ratio, Tier 1
capital ratio and Capital adequacy ratio. These guidelines as in
line with the requirements for Gjensidige Bank ASA and
Gjensidige Bank Group, approved by the Board.

Pillar 3: Gjensidige Bank ASA has defined guidelines for the pu-
blic disclosure of information, and they have been adopted by
the Board. The Pillar 3 document is presented together with the
annual report.

Credit risk liquidity portfolio by counterparty:

Credit risk

Credit risk refers to the risk the Company faces in the eventof a
borrower's fallure to repay a loan or credit or to meet their con-
tractual obligations.

The Company's credit risk originates from residential mortgages
to consumers in Norway. The Company is also exposed to credit
risk through placements within the liquidity reserve. Risk exposure
and development are continuously monitored and reported to the
Board.

Allloans are purchased from Gjensidige Bank ASA in accordance
with regulatory requirements. At the time of purchase, the indivi-
dual loans are required to be within 75 per cent of the approved
value of the callateral. The value of the property is used as collate-
ral for mortgage loans and this is updated quarterly. The value is
set using estimates from Eiendomsverdi AS. Gjensidige Bank ASA
provides loans to customers based on credit scores, combined
with an individual assessment of their ability to repay the loan.

The handling of individual loan customers and the administration
of loans are managed by Gjensidige Bank ASA in accordance with
the SLA. The weighted loan to value ratio, indexed was 51.2 per
cent for the portfolio. Approximately 5.0 per cent of the loan
portfolio is within 60 per cent of collateral value.

As of 3t Decermnber 2018, the Company’s grass lending was NOK
24,648.6 million and two loans were in default over 90 days. The
loan portfolio is mainly secured by residences in Eastern Norway.
The largest single exposure was NOK 9.2 million. Development of
the loan portfolio is monitored through monthly credit risk reports
with the focus on LTV, the development of property prices, geo-
graphical distribution, credit scores and delinquency.

The Company uses application score models and behaviour score
models set by the bank. The models predict the probability of de-
fault for decisions related to top-ups, collections, group write-
downs and other portfolio management decisions. With the help
of these score models, the lending portfolios in the bank are
grouped into risk classes, starting from the lowest risk to the worst

AAA AA A BBEB
NOK thousands Fair vaiue Fair value Fair value Feiir value Unrated 31.12.2018 31.12.2017
Loans to and claims on credit institutions 694913 694,913 804,529
State and government guaranteed bonds 61,596 61,596 61,797
Covered bonds 78,302 78,302 78,205
Total 139,898 694,913 834,811 944,531
Credit risk derivatives by counterparty:

AAA AA A BBB
NOK thousands Fair vaiue Fair value Fair value Fair value Unrated 31.12.2018 31.12.2017
Crther 61,147 61,347 94,153
Total 61,147 61,147 94,153
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25. Risk and risk management (cont.)

The table below shows the lending portfolio and provisions as of 31 December 2018 and 31 December 2017 segmented by the risk groups:

42

Total off-

31.12.2018 bajance Individuai Cther Maximum credit
NOK millien Gross lending Guarantees commitments Pravisions exposure exposure
Low 24,449 1,960 26,408

Medium 83 1 84

High 112 2 114

Not classified 3 1 4

impaired and written down 1 1

Totat 24,649 1,963 26,612

Loss allowance 1 1

Total net 24,647 1,963 26,611

Total off-

31.12.2077 balance Individuat Qther Maximum credit
NOK million Gross lending Guarantees  commitments Provisions exposures exposure
Low 20,855 1,825 22,679

Medium 106 1 107

High 140 2 142

Net classified 1 1 2

impaired and written down 3 3

Total 21,105 1,828 22,933

Loss allowance

Total net 21,105 1,825 22,933

risk, based on their probability of default. They are then further
grouped into three main risk groups: Low risk, Medium risk and
High risk.

The portfolio risk is considered to be low.

In order to limit credit risk relating to the liquidity reserve, the
Company has placements with solid counterparties and limits ex-
posure to each of them. The liquidity reserve consists of bank pla-
cements with Gjensidige Bank ASA, treasury bills and covered
bonds.

The Company’s maximum credit exposure related to lending is
NOK 26,610.7 million.

Ameortised cost:

Financial assets and liabilities measured at amartised cost are ini-
tially recognised on the balance sheet at fair value, including
transaction costs. Subsequent to initial recognition, the instru-
ments within this category are measured at amortised cost. Inan
amortised cost measurement, the difference between acquisition
cost and redemption value is amortised in the income statement
over the remaining term using the effective interest rate method.

Interest on assets and liabilities classified at amortised cost is re-
cognised in the items "Interest income" and "Interest expense” in
the income statement. This category consists of mainly loans, de-
posits and liabilities opened for the issue of securities

Gjensidige Bank Boligkreditt - Annuol Report 2018

Financial assets and liabilities at fair value
through profit or loss:

Financial assets and financial liabilities at fair value through profit
or loss are measured at Tair value, excluding transaction costs. All
changes in fair value are recognised directly in the income state-
ment in the item "Net result from financial instruments at fair
value". The category consists of two sub-categories; Mandatorily
measured at fair value through profit or loss and Designated at fair
value through profit or loss {fair value option).

Mandatorily measured at fair value through profit or loss contain
the banks liquidity portfolio, managed and reported at fair value,
and derivatives.

Financial assets at fair value through other

comprehensive income:

Financial assets held to receive contractual cash flows and for sale
shall be measured at fair value with changes in value taken over
other comprehensive income. Interest income and write-downs
should be recorded in the ordinary result. Mortgage loans to custo-
mers in the parent company (Gjensidige Bank ASA} is required to
be measured at fair value over other comprehensive income, as
loans can be held to maturity and sold to Giensidige Bank
Boligkreditt AS.
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Write-downs and losses

Since 1 January 2018, the Company has implemented provisioning
models in line with IFRSY requirements. The details of the guideli-
nes followed by the bank under IFR$9 and the description of the
provisioning models is given in Note  in accounting policies

Impairment provisions according to IFRS 9 are measured using an
expected loss model, instead of an incurred loss madel as in IAS
39. The impairment rules in [IFRS 9 will be applicable to all financial
assets measured at amortised cost or at fair value with the chan-
ges in fair value recognised in other comprehensive income. In ad-
dition, loan commitments, financial guarantee contracts and
lease receivables are within the scope of the standard. The mea-
surement of the provision for expected credit losses on financial
assets depends on whether the credit risk has increased signifi-
cantly since initial recognition. At initial recognition and if the cre-
dit risk has not increased significantly, the provision should equal
12-month expected credit losses. i the credit risk has increased
significantly from the initial recognition or if the asset is classified
as impaired, the provision should eqgual lifetime expected credit
losses. Since 1January 2018 this approach has been implemented
replacing the earlier collective impairment maodels under IAS39.

Afinal write-off is recognised when it is evident that the loan will
not be repaid and there is no collateral left to cover the loan. In
such instances, any corresponding provision {write-down) will be
reversed. In the event of a payment being received on a previously
written-off loan, it is recognised as a recovery on a previously
written-off loan,

During the year group provisions increased by NGK 0.3 million.

The Board considers the loss and the provision levels to be satis-
factory.

Market risk

Market risk is the risk of losses associated with movements in
market prices, which, in this context, relates to positions and acti-
vities in the interest rate-, currency-, credit- and stock markets.
The Company's financial strategy sets limits and guidelines for
managing the market risk.

Risk exposure and development are continuously monitored and
reported to the Board. The Company has no exposure to equities
and no currency risk. The Campany’s exposure to interest rate risk
shall be kept low, and the spread risk kept moderate in relation to
the core capital.

Interest rate risk refers to the risk of a loss as a result of changes in
the interest rate level, Risk arises from the Company's assets and
liabilities having different remaining fixed interest periods. The
Company manages interest rate risk by adapting the interest
terms for assets and liabilities. In addition, derivatives are used for
hedging. Interest rate risk exposure is measured in ‘milli-years’
{MY), which are assets and liabilities with fixed interest in NOK
millicns multiplied by the remaining fixed interest period. Net cu-
mulative interest rate risk exposure over three months shall not
exceed plus / minus 400 MY for any year range. Net interest rate
risk exposure shall, within each time interval be within plus /
minus 300 MY. However, for the interval three to 12 months, ex-
posure within plus and minus 500 MY 300 is permitted. Interest
rate risk under three months is measured and reported, but the
exposure is not included in the interest risk limits. When the limitis
fully utilised, the loss for the Company in the event of a one per-
centage point change in the yield curve will be NOK 5 million.

As of 31 December 2018, the Company has a positive interest rate
exposure over 3 months of 43 MY,

Spread risk refers to the risk of a loss as a result of changes in cre-
dit spreads. The Company limits the spread risk on assets by in-

vesting in high quality securities with short maturity, where the
value is expected to be less exposed to changes in the credit
spread. The Company does not hedge the spread risk on its own
bond issues.

Cencentration risk

Concentration risk is the risk of losses due to the Company having
large parts of its lending tied to a single borrower or to limited
geographic or business areas.

As of 3t December 2018, the portfolic is geographically diverse,
with the greatest lending in the most populous areas of the coun-
try. The largest exposure is about NOK 9.2 million. The exposure
related to the ten largest loans {limit) is about NOK 83.0 million.
The Company's liquidity reserves consist of bank deposits in pa-
rent comypany, securities issued by the Norwegian government
and Norwegian covered bonds (OMF).

Liquidity risk

Liguidity risk is the risk that the Company will be unable to meet
all its financial obligations on their due date, or be unable to fi-
nance assets, including desired growth, without a significant in-
crease in financing costs. The Company's finance strategy set by
the Board provides guidelines and limits for managing the
Company's liquidity risk both inside and outside the company's
cover pool. The Company shall have low liquidity risk.

The Company manages its liquidity risk by having a liguid securi-
ties portfolio and credit facilities in Gjensidige Bank ASA. It also
matches the maturities of its assets and liabilities. The credit faci-
lity in Gjensidige Bank ASA shall be sufficient at all times to cover
the total repayment of the outstanding bonds in the next 12
months. The Company had a long-term credit facility of up to
NOK 2,000.0 million, as well as short-term vendor financing of up
to NOK 4,000.0 million. Unutilised credit facilities amounted to
NOK 2,364.0 million at the end of the year.

Operational risk

Operational risk refers to the risk of @ loss resulting from human
errors, external events or fraud, deficiencies and/or inadequacies
in the Company's internal systemns, procedures or processes and
compliance and reputational risk.

Services such as customer support and loan management, as well
as day-to-day management and administrative services, are pro-
vided by Gjensidige Bank ASA and Gjensidige Forsikring ASA. The
agreement is regulated by an SLA that sets requirements for qua-
lity and timely deliveries.

Company activities that are outsourced to the bank are also co-
vered at monthly operational risk meetings {Operational Risk
Reviews'}. Operational incidents, the development of AML activi-
ties, internal control self-assessment (RSCA) results, fraud de-
velopment, 1T/ security and customer comiplaints are important
focus areas at these meetings. The CEO of Gjensidige Bank ASA
and CEO of Gjensidige Bank Boligkreditt AS attend these me-
etings together with key managers. In addition, quarterly internal
control self-assessments {RCSA) are carried out to ensure that
procedures and processes are followed for cutsourced activities,

The annual risk assessment of Gjensidige Bank Boligkreditt AS is
conducted by the CEO. The output of the risk assessment is repor-
ted to the Board,

The Company has appointed an independent investigator that
monitors the register of issued bonds as required by the Financial
Institutions Act. Regular reviews are conducted to ensure that the
register is booked correctly. Findings are reported to the Financial
Supervisory Authority.
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26. Credit risk

Credit exposure for loans
Mortgage customers are assessed in relation to their willingness and ability to repay their loans. Their ability to service the loans is calcu-

lated and the customers are risk assessed at the time of application. The loan to value ratio for customers in Gjensidige Bank
Boligkreditt AS is less than 75 per cent at the time of transfer from Gjensidige Bank ASA.

The loans are secured through mortgages on residential property. The collateral is considered to be good and the portfolic has a low cre-
dit risk.

Commitments by customer groups

Lloans and
receivables Unused Average Gross non- Net non-
31.12.2018 to/from credit Tetal size  performing Individual  performing
NOK thousands customers  Guarantees facilities commitments of loans loans  impairment loans
Private individuals 24,648,610 1,963,344 26,611,953 2,016 2,591 2,591
Totat 24,548,610 1,963,344 26,611,953 2,016 2,591 2,591
- Group write-downs 1,210 1,210
+ other changes in value
Totalleans and receivablies to/from customers 24,647,400 1,963,344 26,610,743 2,016 2,591 2,591
Loans by geographical area based on the coliateral address
Loans and
receivables Unused Gross non- Net non-
31.12.2018 to/from credit Total  performing Individual  performing
NOK thousands custemers Guarantees facilities commitments ioans impairment loans
Eastern Norway 15,577,507 1,121,625 16,699,132
‘Western Norway 4,809,787 492,152 5,301,939 2,591 2,591
Central Norway 2,582,623 210,949 2,793,572
Northern Norway 1,183,672 81,367 1,265,039
Scuthern Norway 495,020 57,251 552,271
Abroad
Totat 24,648,610 1,963,344 26,611,953 2,591 2,591
Total commitments by remaining maturity
Loans and
receivables Unused Gross non- Net non-
31.12.2018 to/from credit Total  performing Individual  performing
NOK thousands customers Guarantees facilities commitments loans impairment loans
Tmonth
-3 months 1,103 12 1,115
3-1Z months 1,973 26 1,999
1-5years 192,945 (8) 192,938
More than 5 years 24,452,589 1,963,313 26,415,502 2,591 2,591
Total 24,648,610 1,963,344 26,611,953 2,561 2,591
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26. Credit risk (cont.)

Age analysis of leans that are due

Leans and
31.12.2018 receivables to/ Accrued Total
NOK thousands from customers Guarantees interest  commitments
Default1- 29 days 155,540 131 155,691
Default 30 - 59 days 1 1
Default 60 - 89 days 2,596 19 2,615
Default 90+ days 2,991 41 2,632
Tetat 160,748 191 160,939
Qverdue loans over 90 days by geographicai area
Eastern Norway
Western Norway 2,591 41 2,632
Central Norway
Northern Norway
Tetat 2,591 41 2,632

Only non-performing loans are classified by geographical arec in this overview. Commitments are deemed 1o be in defoult when credit is overdrawn for more

than 90 days and the grmount is ot jeast NOK 1,000,

Credit risk by customer groups

Totalvatue
changes over
31.12.2018 Total loans with Total Total value Total income
NOK theousands impairment  commitments changes impairment statement
Private individuals 2,632 26,611,953
Totatl 2,632 26,611,953
Commitments by customer groups
Loans and
receivables Unused Average  Gress non- Net non-
31.12.2017 to/from credit Total size  performing Individual  performing
NOK thousands customers  Guarantees facilities commitments of loans loans  impairment loans
Private individuals 21,105,527 1,828,251 22,933,778 1,726 2,643 2,643
Totat 21,105,527 1,828,251 22,933,778 1,726 2,643 2,643
- Group write-downs 919 919
+ other changes in value
Totalloans and receivables to/from customers 21,104,607 1,828,251 22,932,858 1,726 2,643 2,643
Loans by geographical area based on the coliateral address
Loans and
31.12.2017 receivables Unused Gross non- Net non-
NOK theousands to/from credit Total  performing Individual  performing
customers  Guarantees facilities commitments loans impairment loans
Eastern Norway 13,490,255 1,032,784 14,523,039 702 702
Western Norway 4,139,341 464,670 4,604,010 1,942 1,942
Central Norway 2,113,142 202,894 2,316,036
Northern Norway 373,283 78,422 1,051,705
Scuthern Norway 389,506 49,481 438,987
Abroad
Totat 21,105,527 1,828,251 22,933,778 2,643 2,643
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26. Credit risk (cont.)

Total commitments by remaining maturity

Loans and

receivables Unused Gress non- Net non-
31.12.2077 to/from credit Total performing Individual  performing
NOK thousands customers  Guarantees facilities commitments foans  impairment loans
Tmonth 3 3
1-3months 127 127
3-12 months 2,653 2,633
1-5 years 151,907 28 151,935
More than 5 years 20,950,857 1,828,223 22,779,080 2,643 2,643
Tetat 21,105,527 1,828,251 22,933,778 2,643 2,643
Age analysis of loans that are due

Loans and

31122077 receivables to/ Accrued Total
NOK thousands from customers Guarantees interest  commitments
Default1- 29 days 206,842 456 207,298
Default 30 - 59 days
Default 60 - 89 days 1,497 12 1,509
Default 90+ days 2,643 45 2,688
Tetat 210,983 513 211,496
Overdue Joans over 90 days by geographicai area
Eastern Norway 702 45 746
Western Norway 1,942 1,942
Central Norway
Northern Norway
Tetat 2,643 45 2,688

Only nan-performing lcans are classified by gecgraphical area in this overview. Commitments are deemed te be in default when credit is everdrawn for more

than 90 days and the amount is at jeast NOK 1,000.

Credit risk by customer groups

Totaivaiue
changes over
31.12.2077 Total loans with Total Tota value Total income
NOK thousands impairment  commitments changes impairment statement

Private individuals 22,933,778

Tetat 22,933,778
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27. Liquidity risk

As of 31 December 2018, the Company had net liguid assets of NOK 834.8 million, divided between NOK 694.92 million in bank deposits,
NOK 78.3 miillion in covered bonds and NOK &61.6 million in treasury bills.

tn addition the Company has credit facility agreements with the parent campany.

31.12.2018 More than 5 No fixed
NOK theusands 1menth 1-3meonths 3-12menths 1-5years years maturity Total
Loans te and ciaims on credit institutions 694,913 694,913
Loans to and clairns on customers 35,872 71,584 329,398 1,936,228 28,172,828 3,600,864 34,146,774
Certificates, bonds and other interest-bearing securities 374 140,592 140,966
Other financiol assets 38,107 66,303 104,410
Derivatives - gross inflows 52,625 117,425 43,200 213,250
Tetal financial assets 768,892 71,958 522,615 2,053,653 28,216,028 3,667,167 35,300,313
Liabilities to credit institutions 4,858 9,677 1,678,247 2,054,000 3,726,762
Liabilities opened for the issue of securities 80,004 1,374,607 18,956,406 643,200 21,054,217
Unused credit facilities 1,963,344 1,963,344
Derivatives - gross outfiows 6,752 20,382 56,357 17,232 100,723
Tetal financial liabilities 1,968,182 96,433 3,073,237 21,046,763 660,432 26,845,046
12,2077 More than 5 Neo fixed
NOK thousands Imeonth 1-3months 3-12months 1-5years years maturity Total
Loans to and clairns on credit institutions 804,529 804,529
Loans tc and claims on customers 114,466 225,280 1,023,835 5,939,284 18,602,217 25,905,082
Certificates, bonds and other interest-bearing securities 30,231 32 102,370 8,063 140,696
COther financial assets 36,789 100,339 137,128
Derivatives - gross inflaws 52,625 148,450 64,800 265,875
Tetai financial assets 986,016 225,312 1,178,830 6,095,798 18,667,017 100,339 27,253,311
Liabilities to credit institutions 3,432 6,863 1,291,920 2,025,600 3,327,815
Licbilities opened for the issue of securities 50,778 604,575 14,619,232 2,678,274 17,952,860
Unused credit facilities 1,828,251 1,828,251
Derivatives - gross outfiows 5,142 15,387 55,426 21,584 97,539
Tetai financial liabilities 1,831,683 62,783 1,911,883 14,700,258 2,699,858 23,206,445
The figure includes interest. The current interest rate ot the end of the year is used to calculate the interest costs.
Gjersidige Bonk Beligkreditt - Annusl Report 2018 47
09.03.2021 kl 09:17 Brgnngysundregistrene Side 53 av 62



__- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 994000845

28. Sensitivity analysis

Achange in the market risk that occurs within ene year will affect the result and equity as shown below based on the balance sheet at 31 Decernber 2018,

Effect on income statement / equity

2018 Interest

NOK thousands -1.5% 1.5%
Asset swap (59,214) 59,214
Loans teand receivables from credit institutions (7,818) 7,818
Loans te and receivables from customers (245,301) 245,501
interest-bearing securities (1,211) 1,211
Liahilities to credit institutions 40,905 (40,905)
Licbilities opened for the issue of securities (varicble interest) 181,568 (181,568)
Liabilities opened for the issue of securities (fixed interest) 59,214 (59,214)
Tetat (31,856) 31,856
2017 Interest

NQK thousands -1.5% 1.5%
Asset swap (75,527) 75,527
Loans to and receivables from credit institutions (7,051) 9,051
Loans to and receivables from customers (210,041) 210,041
interest-bearing securities (1,212) 1,212
Liabilities tc credit institutions 36,696 (36,696)
Liabilities opened for the issue of securities (variable interest) 152,982 (152,982)
Liabilities opened for the issue of securities (fixed interest) 75,527 {75,527)
Total (30,626) 30,626

This note shows the effect over ¢ 12 month period of an immediate parallel change in interest rates of + 1.5 per cent and - 1.5 per cent.
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29. Equity-based remuneration

Description of the share-based payment
scheme

As at 31 December 2018, Gjensidige has the following share-based
payment arrangements

Share-based remuneration for executive personnel with
settlement in equity and cash {remuneration scheme)

As described inthe Board's statement on salaries and other remu-
neration in Note 5, half of the variable remuneration should be given
in form of shares in Gjensidige Forsikring ASA, one third of which can
be sold in each of the following three years. Of this, rather on the big
side 50 per cent is distributed as equity and only just 50 per centis
distributed as cash in order to pay tax liabilities {net of tax settle-
ment).

The fair value at the grant date is measured based on the market
price. The amount is recognised as payroll expenses at grant date
with a corresponding increase in other paid-in equity, both for the
part that is settled in equity and for the part that is settled in cash
to cover the tax obligations. No specific company-related or mar-
ket-related entitlement criteria apply to the shares, but the
Company may carry out a reassessment if subsequent results and
development suggest that the bonus was based on incorrect as-
sumptions. The expected allocation is set to 100 per cent. No adjust-
ment is made to the value of the cash-settled share based on the
share price at the reporting date. The number of shares is adjusted
for dividend paid.

Equity-settled share savings program for employees
Gjensidige has established a share savings programme for employ-
ees of the Group with the exception of employees of Gjensidige
Baltic. All employees are given an opportunity to save an annual

amount of up to NOK 75,000, Saving take the form of fixed deduc-
tions from salary that is used to buy shares four times a year. The
employees are offered a discount in the form of a contribution of 20
per cent, limited upwards to NOK 3,000 kroner per year, which cor-
responds to the maximum tax-exempt discount. Employees will re-
celve one bonus share for every four shares they have owned for
more than two years, provided that they are still employed by the
Company or have become retired. No other vesting conditions exists
inthis arrangement.

The fair value at grant date is based on the market price. The disco-
unt is recognised as payroll expenses at the time of allocation with a
corresponding increase in other paid-in equity. The value of the
bonus shares is recognised as payroll expenses over the vesting pe-
riod, which is two years, with a corresponding increase in other paid-
inequity.

Fair vaiue measurement

The fair value of the shares allocated through the share-based pay-
ment for executive personnel and the cash to cover the tax obliga-

tians is calculated on the basis of the share price at grant date. The
amount is recognised immediately.

Fair value of the bonus shares allocated through the share savings
program is calculated on the basis of the share price at grant date,
taking into account the likelihood of the employee still being em-
ployed after two years and that he/she has not sold his/her shares
during the same twao-year period. The amount is recognised during
the vesting period which is two years

The following assumptions were used in the calculation of fair value at the time of calcuiation

Remuneration scheme Share savings programme

2018 2017 2018 2017
Weighted average share price (NCK) 14910 135.00 130.55 139.26
Expected turnover N/A N/A 10% 10%
Expected saie N/A N/A 5% 5%
Lock-in period (years) 3 3 2 2
Expected dividend (NOK per share)! 5.15 6.57 5.15 6.57

The expected return is based on the Group's actual profit/loss after tax expense as of the third quarter, grossed up to a full year, plus
the maximum distribution of dividend corresponding to 70 per cent of the profit after tax expense. This was carried out as a technical
calculation because the Company's forecast for the Tourth gquarter result was not available at the time the calculations were carried

out.

Personnel expenses

NOK thousands 31.12.2018 31.12.2017
Share-based remuneration &8 &7
Share savings pregramrme for employees 10 10
Totai 78 77
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29. Equity-based remuneration (cont.)

Number of Number of
bonus shares bonus shares
Share savings programme 2018 2017
Outstanding 1.1. 114 103
Granted during the period 74 &5
Movement to {from) during the period
Released (49) (54)
Cancelled during the period
Forfeited during the pericd
Exercised during the period
Expired during the period
Qutstanding 31.12 139 114
Exercisable 31.12. 0 0
Average remaining life on cutstanding bonus shares 1.02 1.00
Weighted average fair vaiue of allocated bonus shares 115.89 120.27
130.55 139.43

Weighted average share price of bonus shares exercised during the period

The weighted average exercise price will always be 0, since the scheme comprises bonus shares and not options.

Number of cash-

Number of cash-

Number of settied shares Number of settied shares
Remuneration scheme shares 2018 2018 shares 2017 2017
Cutstanding 1.1, 953 861 997 912
Granted during the period 453 396 457 384
Forfeited during the pericd
Cancelled during the period
Exercised during the period (487) (442) (525) (480)
Expired during the period
Modification dividend during the period 43 43 44 45
Outstanding 31.12 962 858 953 861
Exercisable 31.12.
Average remaining life 0.71 0.71 0.75 0.74

2018 2017
Weighted average fair value of allocated shares? 149.10 135.0C
Weighted average share price of bonus shares exercised during the period 14791 133.593
The value of shares granted that are to be cash-settied 13520 154.90
IThe fair value is calculated based on the market value of the share at the time of allocation.
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Declaration from the Board and CEQO

The Board and the CEQ have today discussed and approved the
annual report and financial statements for Gjensidige Bank
Boligkreditt AS for the calendar year 2018 and as of 3t December
2018 {Annual Report 2018).

We declare that, to the best of our knowledge, the financial sta-
tements for 2018 have been prepared in accordance with IFRS as
adopted by the EU, and in accordance with additional require-
ments set out in the Accounting Act, and taking into account the

limitations of accounting regulations for banks, credit institutions
and financing companies. The accounting data provide a true
and fair picture of the company's assets, liabilities, financial posi-
tion and results as a whole, and the annual report gives a true
picture of important events in the accounting period and their
impact on the financial statements, related material transac-
tions and the most important risks and uncertainties faced by
the company in the next accounting period.

Osle, 31 lanuary 2019
The Bosrd of Gjensidige Bank Boligkreditt A%
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Auditor’s report

- Deloltte AS
Dronning Eufemias gate 14
& Posthoks 221 Sentrum
NG-0103 Oslo
Norway

Tel: +47 23 27 90 00
Fax: +47 23 27 90 01
www, deloltte.no

To the General Meeting of Gjensidige Bank Boligkreditt AS

INDEPENDENT AUDITOR'S REFCRT

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Gjensidige Bank Boligkreditt AS which comprise the
balance sheet as at 31 December 2018, income statement, statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting pclicies.

In cur epinicn, the accompanying financial statements are prepared in accordance with law and
regulations and prasent fairly, in all material respects, the financial position of the Company as at
21 December 2018, and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards as adopted by EU.

Basis for Opinion

Wwe conducted aur audit in accordance with laws, requlations, and auditing standards and practices
generally accepted in Norway, including Intemational Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Staternents section of our report. We are indepandent of the Company as
requirad by laws and regulations, and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We belisve that the audit evidence we have abtained is sufficient and
appropriate to provide a basis for our apinion.

Qther information

Management is responsible for the cther information. The other informaticn comprises the Board of
Directors’ report, the statements on Carporate Governance and Corporate Social Responsibility, but
does not include the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusicn thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
informaticn and, in deing so, consider whether the other infermation is materially inconsistent with the
financial statements or our knowladge obtained in the audit or otherwise appears to be materially
misstated.

If, based on the work we have performed, we conclude that there is a material misstatemant of this
other information, we are required to report that fact, We have nothing te report in this regard.

Rosponsibilitics of the Board of Dircetors and the Managing Director for the Financial Statcments

The Board of Directors and the Managing Director (management) are responsible for the preparation in
accordance with law and regulations, including fair presentation of the financial statements in
accordance with International Financial Reparting Standards as adopted by the EU, and for such
internal control as management determines is necessary ta enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

Fevisorforening
282

B Delaitts A5
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Auditor’s report

L}
Deloltte& Ipljc?:pindenl Auditor's Report -

Gjensidige Bank Boligkreditt AS

In preparing the financial statements, management is respansible for assessing the Company’s ability
ta continue as a going cancern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Company or
to cease operations, or has no realistic altermative but to do sc.

Auditor’s Responsibiiities for the Audit of the Financial Statements

Cur objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud ar error, and to issue an auditor's repart
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including 1SAs will always detect & material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in
aggreqate, they could reasonably be expeacted to influence the economic decisions of users taken on
the basis of these financial statements.

As part of an audit in accardance with laws, regulations, and auditing standards and practices generally
accepted in Norway, including [5As, we exarcise professional judgment and maintain professional
scepticism throughout the audit. We alsa:

» identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error. We design and perform audit proceduras responsive to thosa risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for cur opinion. The risk of not
detecting @ material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal cantrol.

+ obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpese of expressing an opinion on the
effectiveness of the Company’s internal contral.

» evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

+ conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whethar a material uncertainty exists related to avents
or conditions that may cast significant doubt an the Company’s ability to cantinue as a going
concem. If we conclude that a material uncertainty exists, we are required to draw attention in cur
auditor’s report ta the related disclosures in the financial statements ar, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the sudit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

= evaluate the overall presentation, structure and content of the financial statements, including the
disclasures, and whether the financial statements represent the underlying transactions and evaents
in @ manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal cantrol that we identify during our audit.

Report on Other Legal and Regulatory Requirements

Opinion on the Board of Directors” report

Based on cur audit of the financial statements as described above, it is our opinion that the

information presented in the Board of Directors’ report and in the statements on Corporate Governance
and Corporate Social Responsibility concarning the financial statements, the going concern assumption,
and the proposal for the allacation of the profit is consistent with the financial statements and complies
with the law and regulations.
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Glensidige Bank Baligkreditt AS

Opinion on Registration and Documentation

Based on our audit of the financial statements as described above, and control procedures we have
considered necessary in accardance with the International Standard an Assurance Engagements (ISAE)
3000, Assurance Engagements Other than Audits or Reviews of Histarical Financial Information, it is
our opinion that management has fulfilled its duty to produce a proper and clearly set out registration
and documentation of the company’s accounting information in accordance with the law and
bookkeeping standards and practices genearally accepted in Norway.

Oslo, 31 January 2019

Deloitte AS

Eivind Skaug
State Authorised Public Accountant {Norway)

54 Gjensidige Bank Beiigkreditt - Annuol Report 2018

09.03.2021 kI 09:17

Brgnngysundregistrene Side 60 av 62



- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 994000845

Auditor’s report

PEMN30

Eivind Skaug
Statsautorisert revisor
Sorrnummer: 9578-5899-4-1356321

1P 5.7 05 K%K XX

mied Penngodtom. Af

digitak

Raader,

Hddn

signataios sarvk

ki

Hrardan bekrefter at dates dolumantet ee argivalen?
Ddany 3 3

Gjersidige Bonk Boligkreditt - Annucl Report 2018 55

09.03.2021 kl 09:17 Brgnngysundregistrene Side 61 av 62



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 994000845

09.03.2021 kI 09:17 Brgnngysundregistrene Side 62 av 62



