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Export ﬁnancing

-akeypart of the solution
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total risk capital in proportion to risk-weighted assets and off-balance sheet items.
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In April, the Norwegian government launched its
support program for Norwegian shipyards. The
program was designed to support this sector after
a period of challenging market conditions following
the ﬁnancial crisis. The government support program
includes several efforts of support, of which two
in particular relate to Eksportﬁnans providing
government supported ﬁnancing.
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June

Despite the volatility in the ﬁnancial markets caused
by the sovereign European debt crisis, Eksportﬁnans
experienced strong access to funding globally
and the company successfully launched three
public benchmark transactions in 2010. In June
Eksportﬁnans launched its ﬁrst ﬁxed rate Samurai
bond issue aimed at Japanese domestic investors
with a successful JPy 30 billion 5-year transaction.
A Samurai bond is sold by a foreign issuer into
Japanese domestic investors under Japanese law
and documentation.

In 2010, Eksportﬁnans expanded its scope of
business to include ﬁnancing of renewable energy,
infrastructure and environmental projects. A new
business area was established to support the new
initiative and Ivar Slengesol was appointed EVP
and Director of Business Development to lead
Eksportﬁnans’ efforts related to these sectors.
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Eksportﬁnans formally adopts the Equator
Principles, a voluntary set of guidelines for
determining, assessing and managing social
and environmental risk in project ﬁnancing.
The adoption of the Equator Principles is
consistent with Eksportﬁnans’ commitment
to participating in environmentally and
socially sustainable projects, and will
be an important tool in further ensuring
sustainable project ﬁnance.

2010 has been a very good year for Eksportﬁnans.
Results from the underlying business operations
remain strong, and disbursements of export
credits have been record high throughout the year.
Eksportﬁnans experienced a 20 percent growth in new
disbursements to export-related loans with NOK 33.7
billion in 2010, compared to NOK 28.1 billion in 2009.

One area of focus in Eksportﬁnans throughout
2010 has been to further develop risk
management functions and to reduce operational
risk. A key achievement in this respect has been
the implementation of the company's innovative,
new pricing and risk model (Numerix). The Numerix
portfolio system contains advanced models and
ﬂexible templates for data entry, and is fully integrated
with Eksportﬁnans’ Middle and Back Ofﬁce systems.

Eksportﬁnans received a large volume of new loan applications for
export-related projects in 2010. Over the year, Eksportﬁnans received
a total volume of loan applications of NOK 156 billion through 220
applications, compared to NOK 82 billion through 161 applications in
2009. The increase in both volume and number of loan applications
received during 2010 indicates a higher volume of activity among
Eksportﬁnans’ customer base compared to 2009. A large portion of
the loan applications are related to oil and gas projects in Brazil, and
projects within the Norwegian maritime industry.
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Long-term ﬁnancing
of projects in more
than 50 countries

usa: Eksportﬁnans is one of
Norway’s largest international
issuers of bonds, and the United
States is an important market
for Eksportﬁnans when issuing
bond transactions. In addition,
the US is domicile for several
rig and shipping companies
that buy various capital goods
from Norwegian exporters and
contribute to Eksportﬁnans’
activity level.

braZIL: Norway and Norwegian
exporters have interests in Brazil,
an economy that is assumed to
become the world’s ﬁfth largest
within few years. Large offshore
oil and gas reserves have made
Brazil the most promising foreign
market for Norwegian maritime
and oil & gas sector. Eksportﬁnans
currently provides long-term
ﬁnancing of several projects in
Brazil. A large proportion of the
loan applications received during
2010 (oil and gas sector) is also
related to projects and companies
in this area.
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russIa: Planned exploration and
production of large offshore oil
and gas reserves in Russia create
good opportunities for Norwegian
exporters. The knowledge and
experience from operations in the
North Sea create a competitive
advantage for Norwegian
exporters, and Eksportﬁnans
expects to see an increased level
of activity in Russia in the years
to come.

tHe cZecH repubLIc, buLgarIa,
ItaLy anD France: Europe has
been a driving force behind the
recent growth in renewable energy
and climate change technologies
globally. The trend of rapid
growth within green industries
is being further asserted through
the European Union‘s Renewable
Energy Directive. The involvement
of Norwegian companies in these
sectors is limited but growing. The
Czech Republic, Bulgaria, Italy and
France are among today’s “hot”
markets for solar energy projects
where Norwegian solar park
developers, equipment providers
and contractors are active.
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Growth, optimism
and unpredictability
business in a global environment

Entering 2010, the international economic situation was still fragile.
As the global economy continued to recover from the ﬁnancial
crisis, companies faced both challenges and opportunities. A few
months into 2010, fears of a sovereign European debt crisis developed and caused new ﬂuctuations in the ﬁnancial markets worldwide. Despite the eﬀorts of rescue programs aimed to improve
the economic situation in Southern Europe, the uncertainties in
the ﬁnancial markets prevailed throughout the year.
Throughout the ﬁnancial crisis, Norway has been in a relatively
favorable economic situation compared to many other countries,
and 2010 showed further signs of optimism. The stock market developed positively over the year, and industry sectors that experienced diﬃcult market conditions over the last couple of years
showed positive signs of improvement. One example of a sector
developing positively was the Norwegian maritime sector, which
was awarded with a substantial number of new contracts in 2010.
The sector entered into new yard contracts for a value of approximately NOK 15 billion, compared to NOK 3 billion in 2009.
Over time, Eksportﬁnans has developed strong
relations within diﬀerent markets throughout the world, and
the company is now ﬁnancing projects in more than 50
countries globally. In 2010 the company entered
into loan agreements with a number
of key players within the Brazilian
market, a market which is viewed
by many to be the future most im-
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portant market for the Norwegian oﬀshore and export industry. In
addition to increased activity in Norway and Brazil, Eksportﬁnans
also foresees increased activity related to projects in Russia, China,
Singapore, Mexico and Eastern Europe moving forward.
In this perspective 2010 was characterized by a mixture of both
unpredictable elements following the ﬁnancial crisis and tangible
evidence of growth represented by increased volumes and activity levels within diﬀerent industry sectors.
Increase In DemanD For Long-term FInancIng

For Eksportﬁnans, 2010 has been a very good year. Results from
the underlying business operations remain strong, and disbursements of export credits have been record high throughout the year.
The high volume of new disbursements of export credits was primarily a result of contracts established in 2008 and 2009, and it is
pleasing that Eksportﬁnans has been requested to ﬁnance a substantial part of the new contracts placed with Norwegian shipyards
in 2010. In addition, Eksportﬁnans experiences an increase in demand for its ﬁnancing products in general due to competitive ﬁnancing terms. The total volume of loan applications for long-term
ﬁnancing increased in 2010, from NOK 85 billion at year-end 2009,
to NOK 156 billion at year-end 2010. The increase in volume of new
loan applications received during 2010 indicates a higher volume of
activity among Eksportﬁnans’ customer base. A large portion of the
loanapplicationsarerelatedtooilandgasprojectsinBrazil,andprojects within the Norwegian maritime industry. Although there was a
higher volume of new applications in 2010, the volume of actual materialized lending will depend on the number of projects being realized going forward. Eksportﬁnans has strong access to competitive
funding globally, enabling the company to oﬀer favorable ﬁnancing
terms to its customers and business partners.
expLorIng new areas

Renewable energy and climate change technologies are seeing
strong growth globally. During 2010 Eksportﬁnans established a

new business area to support the green sectors. This new initiative has been well perceived in the market, and the business area
contributed to long-term ﬁnancing of various projects in 2010,
including Eksportﬁnans ﬁnancing its ﬁrst solar park. Some Norwegian companies are well-positioned internationally within the
areas of solar energy, hydro power and oﬀshore wind power. In the
years to come, Eksportﬁnans will make eﬀorts to become a key supporter for long-term ﬁnancing for the green industries along with
the other sectors we support, such as the maritime industry and oil
and gas industry.
buILDIng robust InternaL FunctIons

As an outcome of the ﬁnancial crisis, governments in both Europe
and around the world have taken measures to prevent similar ﬁnancial situations occuring in the future. These measures include
enhanced regulatory requirements for the banking and ﬁnancial
sector internationally, and eﬀorts related to capital and liquidity
requirements in particular. Some of these changes will be implemented over the next few years, others have already come into effect. Preparing for and adapting to new regulatory requirements
has been an important part of Eksportﬁnans commitments in 2010.
a trusteD partner

In 2009 the world economy experienced a devastating recession,
and in 2010 a stimulus-driven recovery. Entering 2011 it remains
to be seen if the global economy this year will fall short of the performance seenin2010, and also howtheglobalﬁnancial marketswill
react once government-driven stimulus programs and support
are removed. In 2010 Eksportﬁnans was only indirectly and to a
limited degree aﬀected by the sovereign European debt crisis. It
has been a volatile year, but within manageable levels. As a global
ﬁnancial institution, Eksportﬁnans is operating in a continuous
shifting environment that may cause uncertainties. Balancing
such uncertainties with continuous eﬀorts to serve as an attractive and trusted ﬁnancing partner for both customers and investors will be Eksportﬁnans’ main eﬀort also in 2011.
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Japan
– a vital funding

source for decades
For more than 25 years, Japan has been a major
source of funding for Eksportﬁnans. Japanese
investors have proved to be loyal and have a
long-term perspective. In 2010 Eksportﬁnans
made its inaugural ﬁxed rate Samurai bond issue
in Japan with a successful JPy 30 billion 5-year
transaction. A Samurai bond is sold by a foreign
issuer into Japanese domestic investors under
Japanese law and documentation. Eksportﬁnans
holds special status in Japan as a quasi sovereign
borrower. In 2010, the institution was one of the
largest international borrowers in this market where
it is well known for its strong credit and ﬂexible
approach to meeting investor requirements.

8

eksportfinans annual report 2010

capital sources at
december 31, 2010 (nok billions)

loan disbursements
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E

A key part
of the solution
eKSpOrtfinanS in a hiStOric perSpectiVe

ksportfinans, originally named ”Forretningsbankenes Finansierings- og EksportkredittInstitutt”, was founded on March 2, 1962
following an initiative from the Norwegian
Ministry of Finance, the Central Bank of Norway and the Norwegian commercial banks.
The background was a lack of suitable longterm ﬁnancing schemes for the Norwegian
export industry and export contracts at that
time.

In 1978, Eksportﬁnans entered into an agreement with the Norwegian government to manage the OECD scheme for subsidized
export ﬁnancing on their behalf. Throughout the years, Eksportﬁnans has ﬁnanced Norwegian export contracts from exporters in
all the counties in Norway and to clients in all parts of the world.
Having built sound ﬁnancial viability and high creditworthiness
during the ﬁrst 15 years of operations, Eksportﬁnans issued its
ﬁrst international bond transaction in 1978. In 1980, Eksportﬁnans obtained the highest possible credit rating, triple A, from
Moody’s and Standard & Poor’s. Norwegian savings banks were

invited to become owners of Eksportﬁnans in 1990, following
the merger of two of the largest owner banks. Currently, 25 Norwegian and foreign banks operating in Norway own shares in
Eksportﬁnans.
From around 1985 and throughout the 1990s, Eksportﬁnans cooperated closely with the Norwegian Development Aid Agency,
NORAD. Together, the two institutions oﬀered so-called mixed
credits to finance Norwegian export contracts to developing
countries. A combination of development aid and competitive
ﬁnancing provided a sensible solution for the clients. From 2001
the political climate in Norway changed, and development aid
tied to Norwegian commercial interests was no longer a priority
for the Norwegian authorities.
innOVatiOn

Eksportﬁnans has maintained an innovative approach to funding
and has been proactive in creating the necessary infrastructure to
follow developments in ﬁnancial instruments and structures. The
ﬁrst interest rate and currency swap was entered into in 1984. This
revolutionized the possibilities of borrowing risk-free in foreign
currencies. Eksportﬁnans is a leading borrower in the interna-
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tional capital markets. From 2003 the company adopted a proactive
funding strategy, including extensive marketing activity directed at
investors and arranger banks world-wide. For this Eksportﬁnans
received the Borrower of the Year Award and Supra/Sovereign/
Agency/Regional Borrower of the Year Award in 2006 from the International Finance Review (IFR). From mtn-i, Eksportﬁnans received the Global Borrower of the Year Award for 2006 as well as
for 2007. In both 2008 and 2009, Eksportﬁnans received the mtni’s Editor’s award as well as the mtn-i’s Landmark deal award. In
2010, Eksportﬁnans received the mtn-i’s Americas award. Both
mtn-i and IFR are among the leaders in their ﬁelds.
In June 2006 Eksportﬁnans launched eFunding, a proprietary
web-based tool for the issuance and documentation of structured bond transactions. eFunding enables arranger banks to issue bonds in Eksportﬁnans’ name at all times.
kommunekreDItt

In 1999, Eksportﬁnans bought the municipal lending institution
Kommunekreditt Norge AS from Christiania Bank (now Nordea). The rationale was that lending to Norwegian municipalities
and counties is associated with low risk and low margins, as is
Eksportﬁnans’ lending activities. Both require favorable funding.
Total lending from Kommunekreditt increased from NOK 5 billion in 1999 to a peak of around NOK 70 billion in the spring of
2008. As a consequence of the international ﬁnancial crisis in the
autumn of 2008, a strategic decision was made to look for alternative solutions for Kommunekreditt. As a result of this process,
Kommunekreditt was sold to Kommunal Landspensjonskasse
(KLP) in the spring of 2009.
government ownersHIp

In 2001, the Kingdom of Norway became owner of Eksportﬁnans
by taking a 15 percent stake in the institution. This was regarded
as very positive both by Eksportﬁnans itself, and by other important stakeholders such as investors and rating agencies.
tHe gLobaL FInancIaL crIsIs

The ﬁnancial crisis in 2007-2009 created challenges for companies globally, including Eksportﬁnans. The so-called sub-prime
crisis started in the United States in the summer of 2007, and
led to substantial credit-spread widening in the market in the
autumn of 2007. At that time Eksportﬁnans had a liquidity portfolio, and had implemented the new international accounting
standard IFRS. This combination led to increasing unrealized
losses in Eksportﬁnans’ accounts, reaching NOK 1.1 billion at the
end of November 2007 with a negative impact on the company’s
core capital. Based on this, Eksportﬁnans’ board of directors decided an issuance of new share capital of NOK 1.2 billion in January 2008.
The negative developments in the capital markets continued in
the ﬁrst quarter of 2008, and the board initiated a portfolio guarantee with the shareholders to cover losses in the liquidity portfolio. This portfolio hedge agreement was signed on March 13, 2008
with a limit of NOK 5 billion.
The Lehman Brothers’ bankruptcy in September 2008 initiated an
international liquidity crisis. Norwegian exporters were in serious
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need of long-term ﬁnancing for on-going projects. Eksportﬁnans
was not able to obtain suﬃcient funding at competitive levels in
that situation, and entered into an agreement with the Norwegian
government in November 2008 whereby the government could
provide funding to Eksportﬁnans in 2009 and 2010 in order to ﬁnance export credits. Eksportﬁnans did not need to issue loans
under this agreement, but it proved to be an important safety net.
Several ﬁnancial institutions have experienced rating downgrades since the ﬁnancial crisis. In this context Eksportﬁnans still
has comparably high ratings and its funding levels are only modestly aﬀected by the downgrades. Eksportﬁnans international
long-term foreign currency credit ratings are Aa1/AA.
soLID FounDatIon goIng ForwarD

Eksportﬁnans is currently one of the largest lending institutions
in Norway, and experiences the highest lending volume in its
history. In all, Eksportﬁnans disbursed NOK 33.7 billion in new
export related loans in 2010. Results from the core business also
show record high levels in 2010, and the order book for new lending projects is solid.
In the period following the ﬁnancial crisis Eksportﬁnans has focused on implementing the business strategy for the period 2010
– 2012, including entering into new areas of ﬁnancing such as renewable energy, environmental protection and infrastructure.
Focus on risk management is strengthened along with a proactive
approach to all the regulatory changes that is under implementation in the ﬁnancial sector worldwide.
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busIness concept

Eksportﬁnans’
Business concept

Eksportﬁnans specializes in ﬁnancing to the export industry
and its projects, to Norwegian companies involved in
international business, to projects within renewable energy
and environmental protection, and infrastructure.

T

hrough oﬀering long-term competitive
ﬁnancing,Eksportﬁnanshascontributed
to the realization of projects within sectors such as shipping, oil and gas, and
energy in recent years.
vIsIon anD vaLues

Eksportﬁnans’visionandcorporatevalues
were revised in 2010 in accordance with its
business strategy. The core values for Eksportﬁnans are based on
three principles: Responsibility and accountability in all business
operations, and continuous innovation in all products, services and
areas of expertise. The company’s vision is: We aim to provide our
business partners with the best market solutions available.
LenDIng

The lending department is the focal point of contact for exporters
and their clients in other countries, and for Norwegian companies
with international business activities. In addition, the lending
department co-operates closely with the Norwegian Guarantee Institute for Export Credits (GIEK) and the large number of
banks that are involved in international ﬁnancing. Eksportﬁnans
oﬀers government-supported and commercial export credits to
foreign buyers in order to ﬁnance their contracts for deliveries of
capital goods, equipment or services from Norway. Norwegian
companies with international business activities borrow from
Eksportﬁnans for investments and internationalization purposes.
Norwegian and foreign ship owners obtain long-term ship ﬁnancing
from Eksportﬁnans to ﬁnance ships built at Norwegian yards. In the
last few years, the high activity in the Norwegian maritime industry
and the oil and gas sector combined with favorable interest rates has
led to record high loan disbursements from Eksportﬁnans.

A new business area for long-term ﬁnancing of renewable energy,
infrastructure and environmental projects was established in 2010.
Norwegian companies are well-positioned internationally within the
areas of solar energy, hydro power and oﬀshore wind power. Eksportﬁnans’ eﬀorts to become a key supporter for long-term ﬁnancing with in
thegreenindustrieshavesofarbeenwellperceivedbythemarket.
capItaL markets

Eksportﬁnans’ activities in the international capital markets are
complex and serve many diﬀerent purposes.
FavorabLe FunDIng

Based on good credit ratings, Eksportﬁnans obtains competitive
funding by issuing bonds and commercial paper in the global capital
markets. Favorable funding is the basis for the lending activities, and
enablestheinstitutiontoprovidecompetitiveﬁnancingtoitsclients.
asset management

To ensure suﬃcient liquidity to fund the export credits at any given
time, Eksportﬁnans maintains a portfolio of liquid securities
and investments.
aDmInIstratIon

The complex nature of the business and the large transactions
involved require a professional and eﬃcient staﬀ. Comprehensive
international regulatoryrequirements and growth in business activities require advanced mechanisms to ensure prime quality in all aspects of business processing. Important areas of operations include:
•
•
•
•
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Accounting and reporting services
Back oﬃce functions
Controller functions
Corporate communications

Owners

Board of
Directors

Rating
agencies
Clients
Lending
Export lending

Investors
Funding

Administration
Investments

Competitors

International
Capital
Markets

The
Norwegian
Government

•
•
•
•
•

Information technology
Leadership, human resources and administration
Legal services and compliance
Loan administration
Risk management

eksportFInans’ busIness concept
anD maIn stakeHoLDers

GIEK

(The Norwegian
Guarantee Institute
for Export Credit)

ratIng agencIes

Eksportﬁnans has comparatively high ratings which are based on
among other things a sound business model, conservative risk proﬁle and expected support from the owners, including the Norwegian
state. Eksportﬁnans international long-term ratings at December 31,
2010wereAa1withnegativeoutlookfromMoody’sInvestorServices
and AA with a stable outlook from Standard and Poor’s.
Investors

owners

Fund managers and other institutional investors in Europe, Asia,
The Middle East and North America invest in Eksportﬁnans’
bonds and securities.

boarD oF DIrectors

International capital markets serve Eksportﬁnans with funding transactions, currency– and interest rate swaps, commercial
paper, deposits and long-term investments such as asset swaps,
asset backed securities and credit default swaps. Eksportﬁnans
deals with prime international banks and ﬁnancial institutions
world-wide.

tHe norwegIan government

Eksportﬁnans is the sole manager of the Norwegian government supported scheme for export ﬁnancing. Commercial ﬁnancing solutions serve as an alternative to the loans oﬀered
by Eksportﬁnans, in which case Norwegian and international
banks are competitors.

Most of the banks that operate in Norway own shares in Eksportﬁnans. In addition, the Kingdom of Norway owns 15 percent of the
shares. For a complete overview of the shareholders, turn to page 57.

InternatIonaL capItaL markets

Eksportﬁnans’ board of directors includes representatives from
the largest shareholder banks and the Norwegian export industry, as well as one representative elected by and among the employees. A complete description of Eksportﬁnans’ corporate
governance policies is available on page 92, and the board of directors is presented on page 18.

competItors

In addition to being an owner, the Norwegian government has
assigned Eksportﬁnans with the Norwegian management of the
oﬃcial scheme for export ﬁnancing according to OECD’s Consensus Agreement.
gIek

The Norwegian Guarantee Institute for Export Credits is a vital
partner for Eksportﬁnans in export ﬁnancing transactions. GIEK
secures political and commercial risks on loans provided by Eksportﬁnans or other lenders.

15

hiGhliGhtS

Almost
one hundred

In November 2010, Eksportﬁnans celebrated that
outstanding export related loans exceeded NOK
100 billion for the ﬁrst time in its 49 year history.
Although exchange rates and installments caused the
volume to go down to NOK 99.8 billion at year-end,
the increase from NOK 81.4 billion at year-end 2009
gave reason to mark the event. The increase in
the volume of new loan disbursements was related
to contract ﬁnancing in connection with shipbuilding,
ship equipment and offshore oil and gas projects as
well as corporate loans to Norwegian export companies.
The high volume of new disbursements within contract
ﬁnancing during 2010 was primarily a result of supply
contracts entered into in 2009 and 2008.
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total assets at
december 31, 2010 (nok billions)

distribution of net interest
income in 2010 (nok billions)
■ net other operating income
■ total operating expenses
■ taxes
■ allocated to shareholders`equity
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0,3
Commercial loans
other recievables
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0,2
Governmentsupported loans
liquidity

0,1
0,0
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Board of Directors
at December 31, 2009

at december 31, 2010

6

3

1 geIr bergvoLL
(born 1952) is Chair Person of the
board. He is Head of Mergers and
Acquisitions in DnB NOR Bank in
Oslo and was Division Manager
of Capital Markets in DnB NOR
Bank between 2005 and 2007.
Prior to this, he held several
managerial positions within the
bank. Geir Bergvoll started in DnB
NOR (then Sparebanken NOR) in
1990 following a period as Bank
Manager in ABC-Bank. He holds
a degree in Economics from the
University of Oslo.
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2 carL erIk steen
(born 1951) is Deputy Chair
Person of the board. He is Head
of Shipping, Oil Services &
International Division in Nordea
Bank in Oslo which he has headed
since 2001. Carl Erik Steen has
had a number of managerial
positions in Christiania Bank
and Kreditkasse ASA since
1983, primarily within shipping.
He holds a M.Sc. in Industrial
Management Engineering from
E.T.H. Zürich, Switzerland.
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3 LIve HaukvIk aker
(born 1963) is a board member
of Eksportﬁnans ASA, as well as
the Head of the Board’s Audit
Committee. Ms. Aker is Partner in
Considium Consulting Group AS.
Prior to this she was CFO of
Grenland Group ASA and before
that she was Vice President and
CFO of Tandberg Data ASA in Oslo.
She has previous experience as CEO
and CFO from different industry
and service companies. She holds a
Masters degree in Finance from the
University of Fribourg, Switzerland
and a Master of Management
degree from the BI Norwegian
School of Management in Oslo.

4 tone LunDe bakker
(born 1962) is a board member and
member of the Audit Committee in
Eksportﬁnans ASA. She is a Regional
Director (Østlandet) at Fokus Bank,
and is also a member of the Danske
Bank CIB (Corporate and Institutional
Banking) management group.
She has previous management
experience from positions within
Danske Bank/Fokus Bank and
Christiania Bank and Kreditkasse,
and holds a Business degree
from Arizona State University
and AFA (Autorisert Finans
Analytiker) from the Norwegian
School of Economics and Business
Administration (NHH), Bergen.

5

5 tor bergstrøm
(born 1948) is a board member of
Eksportﬁnans ASA. He currently
holds the position as Executive Vice
President of Anders Wilhelmsen &
Co AS. Mr. Bergstrøm was for many
years Executive Vice President and
CFO of Aker ASA/Aker Maritime
ASA, and he has headed Asset
Management in the Storebrand
Group. He also has experience from
corporate banking with the banking
group that today is named DnB Nor.
He holds a Business degree from
the Norwegian School of Economics
and Business Administration (NHH).

1

6 marIanne HeIen bLystaD
(born 1958) is a board member
and an Attorney at Law with the
law ﬁrm Ro and Sommersnes.
Prior to this she was connected
to the law ﬁrms Nordia DA
and Bull & Co. Previous work
experience includes positions in
Blystad Shipping and Trading,
Eksportﬁnans and Citibank. Mrs.
Blystad holds a Business degree
from the BI Norwegian School of
Management, and a Law degree
from the University of Oslo.

4

2

7 boDIL p. HoLLIngsæter
(born 1958) is a board member
and member of the Audit
Committee in Eksportﬁnans
ASA. Bodil P. Hollingsæter is
Executive Vice President and
Regional Director for Romsdal
and Nordmøre in Sparebanken
Møre, Molde. She joined the
bank in 2005, and has prior
managerial experience from
Romsdals Fellesbank and Møre
og Romsdal County Council. She
holds a Business degree from the
Norwegian School of Economics
and Business Administration
(NHH) in Bergen.

8 tor østbø
(born 1947) is a board member
of Eksportﬁnans ASA, elected
by and amongst the employees.
Mr. Østbø is an Attorney-at-Law
and a Senior Vice President in
the Lending Department. Before
joining Eksportﬁnans in 1982, Tor
Østbø worked at the Ministry of
Foreign Affairs and the Alstahaug
Country Court, Sparebanken Oslo
Akershus and as a Director of Bø
Sparebank. He holds a Law degree
from the University of Oslo.

19

Management
at december 31, 2010

2

1 gIsèLe marcHanD
(born 1958) President and CEO
since 2008. She came to Eksportﬁnans from the position as CEO of
the Government Pension Fund. Her
previous work experience includes
being Managing Director of the
Bates Group, and several management positions within Den Norske
Bank in the period from 1988 to
2000. She has a Business degree
from the School of Management
in Copenhagen with additional
education from France.
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1

2 Jens FeIrIng
(born 1946) is Executive Vice
President and Director of the
Legal Department, a position
he has held since 1981. He has
worked at Eksportﬁnans since
1974, and has a Law degree from
the University of Oslo.
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3

3 cHrIstIan grøm
(born 1958) is Executive Vice
President and Director of
Risk Management. He joined
Eksportﬁnans in 2009 from DnB
NOR where he had worked since
1990. Mr. Grøm has additional
work experience from the
management consulting company
IKO Strategi and Elkem as. Mr.
Grøm holds a Business degree
from the Norwegian School
of Economics, Business and
Administration (NHH) in Bergen.

8

4 eLIse LInDbæk
(born 1964) is Executive Vice
President and Director of Staff. She
has been Head of Communications
since 2003, and before that she
held different positions within
Eksportﬁnans since 1991. Elise
Lindbæk has previous working
experience from among others
Kreditkassen (now Nordea). Mrs.
Lindbæk has a Business degree
from the Norwegian School
of Economics and Business
Administration (NHH) in Bergen,
with supplementary education
within communication.

7

5 geIr ove oLsen
(born 1966) is Executive Vice
President and CFO. He joined
Eksportﬁnans in 2008 from
the position as CFO in Toyota
Kreditbank GmbH, Norway
- a position he had held since
1997. He has previous working
experience from Dyno Industrier,
Skattekontoret for storbedrifter
and Puget Sound Bank in Seattle,
United States. Mr. Olsen holds
a MBA from Paciﬁc Lutheran
University in Tacoma, United States,

5

6 oLav eInar rygg
(born 1961) is Executive Vice
President and Director of the
Lending Department in Eksportﬁnans. Mr. Rygg joined Eksportﬁnans in 1988, and has since
1993 held various managerial
positions in the company. He has
previous work experience from
ABB, Den norske Hypotekforening,
Christiania Bank (now Nordea) and
the Norwegian Army. Mr. Rygg
holds a Business degree from the
Norwegian School of Economics
and Business Administration (NHH)
in Bergen.

4

6

7 oLIver sIem
(born 1968) is Executive Vice
President and Director of Capital
Markets in Eksportﬁnans. Mr. Siem
joined Eksportﬁnans in 1998, and
was Head of Funding from 2005
to 2007. He has previous work
experience from The Norwegian
Trade Council, The Ministry
of Foreign Affairs and Norges
Kommunalbank. Mr. Siem holds
a degree in Economics from the
University of Oslo, and a Masters
degree from University of Kent
in England.

8 Ivar sLengesoL
(born 1974) is Executive Vice
President and Director of Business
Development. Slengesol joined
Eksportﬁnans in April 2010, and
has several years of experience
within development of wind
power in companies such as Shell
and OceanWind. Previous working
experience also includes seven
years in different positions at
the World Bank in Washington
DC and Paris. Mr. Slengesol has
a MBA from IMD International in
Lausanne, Switzerland, and has
also studied at Johns Hopkins
University SAIS in Washington DC
and University of Carolina.
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maIn Features

2010 has been a good year for Eksportﬁnans. Proﬁts from the underlying business operations remain strong, and disbursements
of export credits have been record high throughout the year. Despite the volatility in the ﬁnancial markets caused by the sovereign European debt crisis, Eksportﬁnans experienced strong access to funding globally and the company successfully launched
three public benchmark transactions in 2010.
Eksportﬁnans experienced an increase of 20 percent in new lending to export related sectors in 2010 compared to 2009. In all,
Eksportﬁnans disbursed NOK 33.7 billion in new export related
loans in 2010, compared to NOK 28.1 billion in 2009.
The Norwegian maritime sector is subject to strong international
competition, but overall the market conditions for the sector
improved during 2010. The market for ships built at Norwegian
shipyards improved, with new yard contracts of NOK 15 billion in
2010, compared to NOK 3 billion in 2009. Also within maritime
equipment and the oil and gas sector, the Norwegian export industry was awarded substantial new contracts throughout the
year. Eksportﬁnans has been requested to ﬁnance a large portion
of these contracts.
Renewable energy and climate change technologies have become
a booming sector worldwide, and global project investments
have more than quadrupled since 2004. In 2010, Eksportﬁnans
expanded its scope of business to include ﬁnancing of renewable
energy, infrastructure and environmental projects. A new business area was established to support the new focus, and this business area accounted for 7-8 percent of total new lending disbursements in 2010.
Eksportﬁnans has only indirectly, and to a limited degree, been
aﬀected by the sovereign European debt crisis, and experienced
the situation in 2010 as volatile but within manageable levels.
Throughout 2010, Eksportﬁnans was able to raise NOK 72.2 bil-
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lion in new funding in the international capital markets, and had
good access to all major funding sources. Marketing eﬀorts were
focused on key markets for private placements in Asia and the
USA, as well as on large benchmark investors in Europe, Asia, the
Middle East and USA.

One area of focus in Eksportﬁnans throughout 2010 has been
to further develop risk management functions and to reduce
operational risk. A key achievement during 2010 in this respect
has been the implementation of the company's new structured
bond and swap model framework where all trades now ﬂoat two
ways between the main trading system, the back oﬃce transaction system and the structured models system. Eﬀorts to ensure
cross-organizational information ﬂow and treatment of issues
and risks relating to the company’s balance sheet proﬁle and security holdings respectively have also been a focus area for the
company in 2010.
Net interest income amounted to NOK 1.4 billion in 2010 compared to NOK 1.5 billion in 2009. Total comprehensive income
for 2010 was positive 448 million, compared to negative NOK
1,462 million for 2009. The total comprehensive income in 2010
was primarily caused by high net interest income, but oﬀset by
the reversal of the previously recognized gains on Eksportﬁnans’
own debt, net of derivatives, which is measured at fair value in the
ﬁnancial statements.
Net proﬁt excluding unrealized gains and losses on ﬁnancial instruments amounted to NOK 859 million in 2010, compared to
NOK 1,041 million in 2009. Total assets decreased by four percent
in 2010, from NOK 225.3 billion at December 31, 2009 to NOK
215.5 billion at December 31, 2010. This was mainly due to the repayment of funding to Kommunal Landspensjonskasse (KLP),
the buyer of KLP Kreditt AS (formerly Eksportﬁnans’ subsidiary
Kommunekreditt Norge AS), and the reduction of the liquidity
portfolio guaranteed by Eksportﬁnans’ owners (PHA), see the
section “Securities” on page 24.

LenDIng
export FInancIng

Disbursements of new loans from Eksportﬁnans amounted to
a record high NOK 33.7 billion in 2010, compared to NOK 28.1
billion in 2009. Eksportﬁnans’ total outstanding export related
loans increased from NOK 81.4 billion at year-end 2009 to NOK
99.8 billion at December 31, 2010. The main reason for the increase was the high volume of new loan disbursements during
2010. The increase in the volume of new loan disbursements
was related to contract ﬁnancing in connection with shipbuilding, ship equipment and oﬀshore oil and gas projects as well as
corporate loans to Norwegian export companies. The high volume of new disbursements within contract ﬁnancing during
2010 was primarily a result of supply contracts entered into in
2009 and 2008.
In general, the market conditions for the maritime industry in
Norway improved during 2010. However, the volume of the probability adjusted order book for export-related loans was approximately NOK 20.5 billion at year-end 2010, compared to NOK 27
billion at the same time in 2009. The decline of the order book
was due to the high volume of new loan disbursements and a lower inﬂow of new contracts in the maritime sector in 2009.
In April 2010, the Norwegian government launched its support
program for Norwegian shipyards. The program was designed
to support this sector after a period of challenging market conditions with a decline in new orders following the ﬁnancial crisis.
Eksportﬁnans took part in the dialogue between representatives
of the industry, the government and ﬁnancial institutions in order to explore diﬀerent solutions that might strengthen and improve the situation for the industry.
The government support program included several eﬀorts of
support, of which two in particular were related to Eksportﬁnans
providing government supported ﬁnancing. First, the required
Norwegian content in projects ﬁnanced with government supported export credits was reduced from 50 to 30 percent. The
Norwegian export industry competes for very large contracts,
and even smaller portions of such projects can lead to large deliveries for the Norwegian export industry. Secondly, the government opened up for projects where national interest could be
considered, meaning deliveries from subsidiaries of Norwegian
companies abroad.
Disbursements under the public lending scheme were substantially lower in 2010 compared to 2009 due to market interest
rates being more competitive than the ﬁxed interest rate on government-supported export credits, the CIRR interest rate. New
loans under the government lending scheme in 2010 amounted
to NOK 2.7 billion, compared to NOK 14.4 billion in 2009. As a
result of this, total amounts outstanding under the scheme decreased from NOK 38.8 billion to NOK 35.3 billion in the course
of the year. The reduction in new loans under the governmentsupported lending scheme was by and large substituted by new
loans on market terms.
At the end of 2009, Eksportﬁnans decided to re-enter the market
for corporate loans to Norwegian export companies. These loans

are fully enhanced by bank guarantees. The volume of new corporate loans was 7.7 billion in 2010 compared to zero in 2009.
A new business area was established in Eksportﬁnans during
2010. The new business area supports Eksportﬁnans’ new focus
on ﬁnancing of renewable energy, infrastructure and environmental projects. Ivar Slengesol was appointed EVP and Director
of Business Development in April 2010, and leads Eksportﬁnans’
eﬀorts related to these sectors. Europe has been a driving force
behind the recent growth in renewable energy and climate change
technologies globally. The trend of rapid growth within green industries is being further asserted through the European Union‘s
Renewable Energy Directive, which aims for a 20 percent share of
energy from renewable sources by 2020, up from 8.5 percent in
2005. The involvement of Norwegian companies in these sectors
is limited but growing. In 2010, Eksportﬁnans has participated
in the ﬁnancing of several projects within these sectors, one example being long-term ﬁnancing of seven solar parks in the Czech
Republic through the Norwegian developer Scatec Solar.
In its annual letter to Eksportﬁnans regarding the management
of the government supported export ﬁnancing scheme for 2010,
the Ministry of Trade and Industry requested Eksportﬁnans to
monitor innovative projects and to support the Norwegian export industry in renewable energy projects speciﬁcally.
Eksportﬁnans has close commercial cooperation with GIEK
(The Norwegian Guarantee Institute for Export Credits), Eksportﬁnans’ owner banks and other banks that support Norwegian
industry and commerce. Together, GIEK, the banks and Eksportﬁnans oﬀer complementary products in combination to provide
customers with favorable ﬁnancing.
Most of Eksportﬁnans’ borrowers are based within the OECDarea, and as in 2009, Norwegian borrowers represented a major
part of the new lending volume in 2010. A reason for this was
the fact that the public lending and guarantee scheme for export
credits is also available to Norwegian borrowers if the ﬁnancing
is used for ships, ship equipment and drilling vessels, or if the
borrowers’ income stems from other oﬀshore activities. Eksportﬁnans’ objective is to oﬀer competitive ﬁnancing to the supplier
industry in the export markets in cooperation with GIEK as well
as Norwegian and foreign banks.
LocaL government LenDIng

On June 24, 2009, Kommunekreditt Norge AS was sold to Kommunal Landspensjonskasse (KLP). At the same time, NOK 11 billion of loans from Kommunekreditt to Norwegian municipalities
were transferred to Eksportﬁnans ASA at market value. Eksportﬁnans ASA expects to hold this portfolio of municipal loans to
maturity.
As part of the sale, Eksportﬁnans has provided ﬁnancing to KLP
Kreditt AS (formerly Kommunekreditt Norge AS) through a
loan of NOK 34.4 billion, with security in the underlying lending portfolio. This loan is contractually set to be repaid in eight
equal, quarterly amounts. The ﬁrst installment was paid in December 2009, and the last installment is scheduled for payment
in September 2011. Eksportﬁnans’ total involvement in local government lending (both direct lending to municipalities and the
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credit provided to KLP Kreditt AS) totaled 23.5 billion at year-end
2010, compared to NOK 40.8 billion at December 31, 2009.
securItIes

Eksportﬁnans’ securities portfolio consists of two diﬀerent portfolios. One is the subject of a Portfolio Hedge Agreement with
Eksportﬁnans shareholders since February 29, 2008 (the PHA
portfolio), and the other portfolio is maintained for the purpose
of liquidity (referred to herein as the “liquidity reserve portfolio”). The total securities portfolio was NOK 67.9 billion at December 31, 2010, compared to NOK 76.1 billion at December 31,
2009.
The fair value of the PHA portfolio was NOK 36.0 billion at December 31, 2010, compared to NOK 52.2 billion at year-end 2009.
The PHA portfolio is no longer actively managed by Eksportﬁnans and will be run oﬀ to maturity. See Note 13 to the accompanying ﬁnancial statements for further information about and
description of the Portfolio Hedge Agreement.
The uncertainty in the international capital markets has led to
relatively high credit spreads in 2010. This has also led to relatively high net interest income from the liquidity reserve portfolio in
2010. Eksportﬁnans expects this situation to be temporary. The
fair value of the liquidity reserve portfolio was NOK 31.9 billion
at December 31, 2010, compared to NOK 23.9 billion at December
31, 2009.
FunDIng

Eksportﬁnans is one of Norway’s largest international issuers of
bonds, and has a global investor base. Total new borrowings in
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2010 amounted to NOK 72.2 billion, compared to NOK 69.3 billion in 2009. Despite volatility caused by the European sovereign
debt crisis in 2010, Eksportﬁnans experienced favorable markets
that provided the opportunity to issue three benchmark bond issues. A benchmark bond issue is a large bond issue available for
public sale to investors in speciﬁed regions. The pricing of these
transactions forms the benchmark price for Eksportﬁnans in the
market.
Two of these benchmark bond transactions were issued in USD
with tenors of 3 years and 5 years. They were sold to investors
globally through the company’s global debt issuance shelf. In
June 2010, Eksportﬁnans made its inaugural ﬁxed rate Samurai
bond issue in Japan with a successful JPY 30 billion 5-year transaction. A Samurai bond is sold by a foreign issuer into Japanese
domestic investors under Japanese law and documentation.
Eksportﬁnans also funds itself through the issue of private placements to individual investors and is recognized as one of the most
active issuers of structured notes in this market. In 2010 key private placement markets were Asia and the USA and a total of 721
individual bonds were issued in seven currencies.
Marketing eﬀorts were focused on key markets for private placements in Asia and the USA, as well as on large benchmark investors in Europe, Asia, the Middle East and USA. Eksportﬁnans
holds special status in Japan as a quasi sovereign borrower. In
2010, the institution was one of the largest international borrowers in this market where it has had a presence for over 25 years
and is well known for its strong credit and ﬂexible approach to
meeting investor requirements. The proprietary web-based plat-

shareholders equity

(nok billions)
■ share capital
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december 31, 2010 (nok billions)
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■ total operating expenses
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form for the issuance and documentation of structured bond
transactions, eFunding, continued to be integral to the institution’s funding strategy in 2010. At year-end 2010, Eksportﬁnans’
bank intermediaries had themselves used the system to generate
7,500 individual price quotes for potential new Eksportﬁnans
bond issues.
In November 2008 Eksportﬁnans entered into an agreement with
the Norwegian government giving the company the option to borrow directly from the government over two years in order to ﬁnance
export credits. Eksportﬁnans did not need to utilize this facility.
resuLts
net Interest Income

Net interest income was NOK 1,419 million in 2010. This was NOK
51 million lower than in 2009. The main reason for the lower net
interest income in 2010 was the calculation of preference share
dividends to the Norwegian government as part of the borrowing
agreement between Eksportﬁnans and the Norwegian government entered into in 2008. According to IFRS (International Financial Reporting Standards) the preference share is booked as a
ﬁnancial liability, and the dividends are correspondingly booked
as interest expenses. The return on assets was 0.59 percent in
2010, which was 0.03 percentage points higher than in 2009.
net otHer operatIng Income

The reversal of the net gains booked in 2008 on the fair value of
Eksportﬁnans own debt has continued into 2010. While Eksportﬁnans booked unrealized losses of NOK 3.8 billion on its own
debt, net of derivatives, for the year 2009, the corresponding ﬁgure for the year 2010 was an unrealized loss of NOK 390 million.

0,2
Governmentsupported loans
liquidity

0,1
0,0

This unrealized loss does not in any material way aﬀect the core
capital of the company.
The unrealized gain on Eksportﬁnans’ own debt, net of derivatives, accumulated in the balance sheet, was NOK 1.4 billion as
of December 31, 2010. These remaining unrealized gains on own
debt will continue to be reversed as unrealized losses in future periods, either as Eksportﬁnans credit spreads declines, or through
passage of time. The reversal of the previously recognized unrealized gains on Eksportﬁnans’ own debt along with unrealized
losses on loans and securities, all net of derivatives, led to a negative net other operating income of NOK 602 million in 2010. In
the year 2009 there was a negative net other operating income of
NOK 3.8 billion. Unrealized losses due to the increase in fair value
on own debt are included in the line item Net gains/(losses) on
ﬁnancial instruments at fair value in the table. This line item includes an unrealized loss on Eksportﬁnans’ own debt of NOK 390
million. See Note 5 and Note 31.4 to the accompanying ﬁnancial
statements for a breakdown of this line item.
totaL operatIng expenses

Total operating expenses amounted to NOK 194 million in 2010,
up NOK 7 million from 2009. The increase was mainly due to increased IT related expenses and inﬂationary eﬀects. The key ratio, Net operating expenses in relation to average assets, was 0.09
percent in 2010, compared to 0.07 percent in 2009.
proFIt For tHe year

Due to the positive net interest income, combined with the negative net operating income resulting from the circumstances in the
international capital markets discussed above, Eksportﬁnans ex-
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perienced a positive total comprehensive income for the period of
NOK 448 million in 2010, compared to negative NOK 1,462 million
in 2009.
Return on equity was 8.5 percent in 2010, up from negative 23.8
percent in 2009. Proﬁt excluding unrealized gains and losses on
ﬁnancial instruments (see separate table), amounted to NOK 859
million in 2010, down from NOK 1,041 million in 2009. This was
mainly due to the preference share dividends described above,
and recognized gains related to Icelandic banks in 2009.
(noK thousands)
Comprehensive income for the period in
accordance with ifrs
loss/(proﬁt) for the period from
discontinued operations
net unrealized losses/(gains)

1)

unrealized gains/(losses) related to the
icelandic bank exposure
tax-effect

2)

proﬁt for the period excluding
unrealized gains/(losses) on ﬁnancial
instruments at fair value
return on equity based on proﬁt for
the period excluding unrealized gains/
(losses) on ﬁnancial instruments at fair
value

2010

2009

447,994

(1,462,444)

0

(339,356)

553,900

3,857,530

16,811

91,255

(159,799)

(1,105,660)

858,906

1,041,325

17.7 %

24.1 %

1) see note 5 to the accompanying ﬁnancial statements. the amount includes the
fair value increase of nok 17 million (at exchange rates applicable at December
31, 2010) and the fair value increase of nok 91 million (at exchange rates applicable at December 31, 2009) related to the icelandic bank exposure.
2) 28 percent of the unrealized items above

In conformity with Section 3-3 of the Norwegian Accounting Act,
it is conﬁrmed that the annual accounts have been prepared on
the basis of the going concern assumption.
baLance sHeet

Total assets amounted to NOK 215.5 billion at year-end 2010,
compared to NOK 225.3 billion at year-end 2009. The reduction
in total assets was mainly due to the reduction of the municipal
lending portfolio and the reduction of the liquidity portfolio.
Total lending from Eksportﬁnans amounted to NOK 123.4 billion
at the end of 2010, compared to NOK 122.2 billion at the end of
2009. Liquidity placed in commercial paper and bonds amounted
to NOK 67.9 billion at year-end 2010. The corresponding volume
at year-end 2009 was NOK 76.1 billion. Debts incurred by issuing
commercial paper and bonds came to NOK 186.4 billion at yearend 2010. The corresponding ﬁgure at year-end 2009 was NOK
197.6 billion. Eksportﬁnans’ distributable equity (in accordance
with section 8-1(1) of the Norwegian Public Limited Companies
Act) amounted to NOK 2,073 million at December 31, 2010, calculated as below:
(noK thousands)
other equity

2,137,289

Deferred tax assets

(43,729)

intangible assets

(20,209)

Distributable equity

26

dec. 31, 2010

eksportfinans annual report 2010

2,073,351

The ﬁnal distribution also has to be compatible with prudent and
sound business practice (in accordance with section 8-1(4) of the
Norwegian Public Limited Companies Act). Especially, capital
adequacy eﬀects have to be thoroughly assessed, and may limit
the board’s dividend proposal signiﬁcantly.
According to Section 5–5 of the Securities Trading Act the board
of directors and the President and CEO shall jointly give a statement that the ﬁnancial report represents a complete and ﬁnal report on the ﬁnancial position of the company. The report is provided separately.
capItaL aDequacy ratIo

The capital adequacy ratio was 17.6 percent at year-end 2010,
compared to 13.3 percent at year-end 2009. The core capital adequacy ratio was 12.7 percent at year-end 2010, compared to 9.7
percent at year-end 2009. The positive proﬁt excluding unrealized gains and losses combined with the reduced lending and
liquidity placement balances, signiﬁcantly improved the capital
adequacy ratios. The board of directors has proposed a dividend
payment of NOK 500 million to be paid in 2011, and this was also
included as a deduction in the calculations of the capital adequacy ratios as per December 31, 2010.
rIsk management

Eksportﬁnans’ business model is based on a combination of a
conservative risk proﬁle, relatively low margins and comparatively high leverage. This requires eﬀective identiﬁcation, measurement, aggregation and management of risks, as well as appropriate allocation of capital to the diﬀerent business areas.
Risk and capital are managed through a framework of principles,
organizational structures as well as measurement and monitoring processes that are closely aligned with the activities of the
business areas. The importance of a strong focus on risk management and the continuous need to reﬁne risk management practice became particularly evident during the recent ﬁnancial crisis.
While Eksportﬁnans’ risk and capital management continuously
evolves and improves, there can be no assurance that all market
developments, in particular those of an extreme nature, can be
fully anticipated at all times.
obJectIves anD strategIes For rIsk management

The following key principles form the approach to risk and capital
management in Eksportﬁnans:
• The management team provides overall risk and capital
management supervision. Eksportﬁnans’ board regularly
monitors and yearly revises the risk and capital proﬁle.
• Eksportﬁnans manages market-, credit-, operational-, business-, legal and reputational risks as well as capital allocation
in a coordinated manner. This also holds true for complex
funding which is typically managed with a focus on liquidity
risk as maturities may be uncertain.
• The structure of the integrated legal, risk and capital function
is closely aligned with the structure of the business areas.
• The legal, risk and capital functions are independent of the
business areas.

reguLatory rIsk reportIng

In May 2010, Eksportﬁnans’ second Pillar III required by Basel II
regulations was published on the company’s website (www.eksportﬁnans.no). Pillar III reports on the company’s overall risk
strategy, assessments of the capital adequacy as well as controls
and routines for managing the types of risk that Eksportﬁnans
faces, such as market risk, credit risk and operational risk. This
enables analysts and investors to evaluate the institution’s risk
proﬁle and capitalization, as well as management and control.
The third ICAAP (Internal Capital Adequacy Assessment Process) report was ﬁled with Finanstilsynet (the Norwegian FSA)
in December 2010, following a strategic planning and budgeting
process utilizing forward looking inputs and integrating this reporting process more closely with the internal critical risk and
planning processes in the company.
reguLatory Framework

With eﬀect from January 1, 2011, new regulations concerning calculation of exposures to one single client were introduced. The
single most important change was that risk weighting for exposures to banks was discontinued. The maximum allowed exposure, equaling 25 percent of the institutions own funds, applies
under the new provisions. Under the previous rules for calculating and reporting large exposures, Eksportﬁnans risk weighted
engagements with borrowers that were secured by on demand
guarantees with 20 percent. Eksportﬁnans reported exposures to
borrowers up to the maximum 25 percent and excess exposures, if
any, were reported as exposures towards the guaranteeing bank.
That meant that maximum exposure to a single client (borrower
and guaranteeing bank) equaled NOK 7.1 billion. The new provisions for large exposures equal the prevailing provisions applicable in the European Union (Directive 2006/48/EU) and entail that
the maximum exposure to borrower and guaranteeing banks are
approximately NOK 1.4 billion and leaves little or no authority for
Norwegian supervisory authorities to make exeptions. The new
provisions are detrimental to Eksportﬁnans’ business concept.
Eksportﬁnans was granted a transitional period ending December 31, 2011, during which it can use the 2010 reporting standards
for large exposures. During the transitional period the Norwegian
Ministry of Finance will consider how Eksportﬁnans shall adopt
the new provisions. Eksportﬁnans is in dialog with the authorities
for a sustainable solution. There is no guarantee that the result of
the Ministry of Finance’s consideration will not be disadvantageous to Eksportﬁnans’ business activities.
The new regulatory framework known as Basel III, comprising
regulations regarding capital and liquidity in ﬁnancial institutions is still being developed. The progress of the development
of the framework is being monitored continuously, and all necessary measures in order to comply with the right regulations at any
given time are being taken.
categorIes oF rIsk
market rIsk

Spread risk on Eksportﬁnans’ bond issues was relatively ﬂat
throughout the year with end-of-year 2010 spreads at about the
same level as end-of-year 2009 both for structured and plain vanilla funding. Credit spreads for the liquidity reserve portfolio

almost doubled during the ﬁrst half of 2010, and then declined
until November before almost returning back to the levels at the
beginning of the year in December. The spread risk on export
loans increased about 10 basis points during the ﬁrst half of the
year, mainly due to higher interest rates on new loans. For the
rest of 2010 the spreads remained relatively stable. In sum, credit
spreads remained almost constant in portfolios both on the asset
and on the liability side of the company's balance sheet. Other
market risks for the company were currency and interest rate risk
controlled through deﬁned limits monitored daily. The interest
rate positions and currency exposure are presented in Note 31.
All interest rate risk, foreign exchange risk and liquidity risk on
lending and borrowing associated with the public export ﬁnancing scheme managed by Eksportﬁnans, are fully covered through
the agreement with the Ministry of Trade and Industry.
creDIt rIsk

Eksportﬁnans’ credit policy is based on dealing with counterparties with a high credit quality. The exposure is mainly
towards supranationals and sound ﬁnancial institutions and
states within the EU and OECD. The counterparties either have
high ratings or the exposure is covered by diﬀerent government
guarantee programs.
The sale of Kommunekreditt Norge AS to KLP in 2009 strengthened Eksportﬁnans’ liquidity situation and reduced liquidity risk.
However, net results are expected to be somewhat more ﬂuctuating and more closely related to the developments in the export
lending industry going forward. The PHA agreement was established to hedge the credit risk in the PHA portfolio (see the section “Securities” above). Investments in the liquidity reserve
portfolio are limited on a portfolio basis by stop loss limits and
covenants on issuer/guarantor rating.
Credit counterparty risk from derivatives has been reduced further as the move to more frequent exchange of collateral has continued in 2010. Exchange for the majority of transactions are now
monitored daily.
operatIonaL rIsk

The board's guidelines for operational risk are updated annually,
and supplemented with administrative routines and management systems.
In order to handle operational risk, Eksportﬁnans has invested in
new IT-solutions, automation and formal written routines, and
also taken measures to maintain good competence within risk
management and other key positions.
A key achievement during 2010 in reducing operational risk was
the implementation of the company's new structured bond and
swap model framework, Numerix, where all trades now ﬂoat
between the main trading system, the back oﬃce transaction
system and the structured models system. As Eksportﬁnans is
subject to section 404 of the Sarbanes-Oxley Act, the company's
internal auditors have been involved in the new simpliﬁed registration routines ensuring Sarbanes Oxley compliance.
In all processes regarding estimation of fair values and risk control there is a clearly deﬁned separation of responsibility between
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the business units and the control and follow-up units. These
processes are subject to regular audit.
In addition, the Pillar II requirements in Basel II, ICAAP (Internal Capital Adequacy Assessment Process), maintain focus on
operational risk, which has a separate chapter in the company’s
risk policy document.
LIquIDIty rIsk

In 2009, an Asset & Liability Management Group and an Asset &
Liability Committee were established. This was supplemented in
2010 by an Investment Committee, consisting of senior members
from Capital Markets, Risk Management and Financial Control.
These committees ensure cross-organizational information ﬂow
and treatment of issues and risks relating to the company’s balance sheet proﬁle and security holdings respectively.
A proportion of assets with short maturities are held in a liquidity reserve portfolio. The maturity proﬁle of these securities is
such that they are expected to cover the company’s liquidity need
through redemption. A portion of the assets in this portfolio and
the PHA portfolio also qualify for repo through the company’s
committed repo-facilities, thus securing additional access to
liquidity if required. The performance of the portfolio is monitored closely and the risk mandate is deﬁned in Eksportﬁnans’
risk policy document which is approved by the board annually.
Liquidity capacity and future need for reﬁnancing under both
normal and stressed conditions are monitored regularly. In a
normal situation the maturities on the liability side will be met
by new borrowings. However, in a stressed conditions scenario,
access to the wholesale funding market is assumed closed. The
need for reﬁnancing over the next 12 months under stressed conditions has continued to decline throughout 2010. The situation
after 12 months in a stressed scenario shows positive liquidity
capacity when committed and uncommitted repo-facilities are
taken into account.
Symmetrical maturity proﬁles on the asset and liability sides are
also seen as important mitigating factors against liquidity risk.
The organization is continuously working towards achieving this.
ratIng

Eksportﬁnans international long-term foreign currency credit
ratings at December 31, 2010 were:
• Aa1 with a negative outlook from Moody’s Investor Services
since May 2009
• AA with a stable outlook from Standard and Poor’s since
June 2010
After a thorough review of its rating policy, Eksportﬁnans has decided to have its debt rated by two rating agencies instead of three
and has not renewed its contract with Fitch Ratings for 2011. Fitch
Ratings aﬃrmed Eksportﬁnans’ AA-rating and withdrew the rating accordingly on December 23, 2010. As of January 1, 2011, the
company’s debt will be rated by Moody’s Investor Services and
Standard and Poor’s.
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aDmInIstratIve matters

Eksportﬁnans ASA provides long-term ﬁnancing to the export
industry and their customers. Owners include 25 commercial and
savings banks which operate in Norway (85 percent), as well as
the Kingdom of Norway (15 percent). Eksportﬁnans was established in 1962 and its main oﬃce is in Oslo.
governIng boDIes

The board of directors of Eksportﬁnans ASA consists of eight
members in all, four of which are representatives from the shareholder banks, in addition to three representatives from Norwegian industry elected by the shareholders. In addition, an employee representative holds a place on the board.
Eksportﬁnans complies with the special Norwegian legal regulation implying that both men and women should constitute at
least 40 percent of the elected board.
During 2010, member for the board Live Haukvik Aker replaced
Chairperson of the board Geir Bergvoll as Head of the board’s audit committee. As of April 2010, the board’s audit committee consists of the following members of the board: Live Haukvik Aker,
Tone Lunde Bakker and Bodil P. Hollingsæter.
Eksportﬁnans established a remuneration committee in December
2010. The committee consists of three members of the board, appointed for one year periods. The committee shall ensure that Eksportﬁnans at any given time practices guidelines and frameworks
for a compensation scheme that will apply to the whole company in
generalandforcertainspeciﬁedcategoriesofemployeesinparticular.
According to Sections 5-6 (3), (4) and 6-16a of the Public Limited
Liability Company Act, the board of directors shall disclose its
guidelines for remuneration to the general executive management.
In addition, the board shall report on its guidelines for remuneration to general executive management for the preceding ﬁnancial
year and the implementation thereof. The amounts are reported in
Note 36, and the policy is available in a separate article on page 83.
corporate governance

Eksportﬁnans aims to ensure a high standard of corporate governance. Eksportﬁnans insists on compliance with laws, regulations
and ethical standards. The shareholders elect independent and
well-qualiﬁed board members to safeguard these values. The organization complies with the Norwegian code of practice for corporate governance (NUES) to the extent possible, and with § 3-3b
of the Norwegian annual accounting act. The corporate policy on
corporate governance is available in a separate article on page 92.
tHe organIZatIon

In April 2010 Ivar Slengesol was appointed EVP and Director of
Business Development in Eksportﬁnans. Ivar Slengesol is responsible for the company’s new focus on renewable energy and environment technology and has several years of experience within development of wind power projects in companies such as Shell and
OceanWind. Previous working experience also includes diﬀerent
positions at the World Bank in Washington DC and Paris.
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workIng envIronment

To ensure a good working environment and cooperation between
top management and the employees, Eksportﬁnans has two cooperation committees: the working environment committee and
the liaison committee. Both committees submit an annual report to the board about their activities. In 2010, the committees
have discussed issues such as personnel welfare policies, the new
strategy for development of human resources, revised regulations for remuneration to the Norwegian ﬁnancial sector and the
use of temporary employment in Eksportﬁnans.
The institution is committed to diversity, for example with regards to composition of age and gender, education and ethnic
background. The annual employee satisfaction survey was conducted in the autumn of 2010. Also this year, the survey showed
that the employees perceive the level of discrimination related
to age, ethnic background, gender, sexual orientation or physical
handicaps to be minimal.
At the end of 2010, Eksportﬁnans had employees from 11 diﬀerent nations. All are situated in Oslo, except one local representative in Ålesund. At the same time the gender distribution was 43
percent women and 57 percent men. In management positions 29
percent were women at the end of 2010, compared to 36 percent
at the end of 2009. In 2010, seven new employees were recruited,
two women and ﬁve men.
Short-term absence in 2010 was at the same low level as in 2009 at
0.8 percent. Total absence due to illness decreased to 3.0 percent.
In 2009, the total absence due to illness was 3.5 percent. There
were no reports of accidents resulting in personal injury or material damage in 2010.
corporate responsIbILIty

The activities of Eksportﬁnans do not have any direct impact on the
external environment. However, the projects that Eksportﬁnans ﬁnances might have an adverse eﬀect on the environment. The company therefore has a deﬁnite awareness of environmental issues.
In 2010, Eksportﬁnans formally adopted the Equator Principles,
a voluntary set of guidelines for determining, assessing and man-
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aging social and environmental risk in project ﬁnancing. Since its
establishment in 2003, more than 60 international banks have
adopted the Equator Principles, including the majority of the
world’s leading project lenders. The Principles apply to all new
project ﬁnancings with total project capital costs of USD 10 million or more. The adoption of the Equator Principles is consistent
with Eksportﬁnans’ commitment to participating in environmentally and socially sustainable projects, and will be an important tool in further ensuring sustainable project ﬁnance.
Eksportﬁnans adheres to the OECD Common Approaches on Export Credits and the Environment for projects that are ﬁnanced
with government supported export credits. In 2010, there have
been no major changes in this framework.
Eksportﬁnans aims to prevent corruption in its own organization
as well as related to all its business activities, and has implemented anti-corruption guidelines. The guidelines are based on a 2006
agreement in OECD’s Export Credit Group that signiﬁcantly
strengthens the ﬁght against corruption in transactions ﬁnanced
by oﬃcially supported export credits.
Future prospects

Entering 2011, the global economy continues to recover from
the economical crisis, but the structural economic diﬃculties in
some of the European countries are still causing concerns in the
international market place. Eksportﬁnans has no exposure to
Greece and a limited exposure to Spain, Italy and Portugal. This
exposure is covered by the company’s Portfolio Hedge Agreement (PHA) with its owners. In addition, Eksportﬁnans has some
exposure to Ireland, covered by the PHA and government guarantees. Eksportﬁnans will continue to monitor the situation in the
international capital markets closely.
In general, the market conditions for the maritime industry in Norway improved during 2010. However, Eksportﬁnans’ probability adjusted order book for export-related loans was approximately NOK
6.5 billion lower at year-end 2010 compared to year-end 2009.
Eksportﬁnansviews thisdeclineinvolumeasnaturallycausedbythe
high volume of new loan disbursements in 2010 as well as a lower inﬂow of new contracts to the maritime industry in Norway in 2009.

Norwegian ship yards have entered into new contracts for approximately NOK 15 billion in 2010, compared to NOK 3 billion in 2009.
Eksportﬁnans has been approached regarding ﬁnancing of a large
portion of new contracts entered into in 2010, and is well positioned
to support a potential growth in the maritime sector in the years to
come. In addition, Eksportﬁnans experiences an increased lending
volume to Norwegian companies with international activity due
to competitive ﬁnancing terms. The company has received a large
volume of new loan applications for export related projects in 2010.
Over the year, Eksportﬁnans received a total volume of loan applicationsofNOK156billionthrough220applications,comparedtoNOK
82 billion through 161 applications in 2009. The increase indicates a
higher volume of activity among Eksportﬁnans’ customer base compared to 2009. A large portion of the loan applications are related to
oil and gas projects in Brazil, and projects within the Norwegian maritime industry. Although there was a higher volume of new applications in 2010, the volume of actual materialized lending will depend
on the number of projects being realized going forward.

Geir Bergvoll

Eksportﬁnans will continue its focus on long-term ﬁnancing of
renewable energy, infrastructure and environmental projects
within the new business area established in 2010. The volume
estimates for 2011 are uncertain, but Norwegian companies are
well-positioned internationally within the areas of solar energy,
hydro power and oﬀshore wind power. Eksportﬁnans’ eﬀorts to
become a key supporter for long-term ﬁnancing within the green
industries have been well perceived by the market.
At the beginning of 2011, Eksportﬁnans still has NOK 1.4 billion in
accumulated unrealized gains on its own debt, net of derivatives.
Given a more normalized situation in the capital markets, these
unrealized gains will be reversed as unrealized losses in Eksportﬁnans ﬁnancial statements going forward. These unrealized losses do not aﬀect Eksportﬁnans’ capital adequacy in any material
way. The relatively high margins on lending and liquidity placements which Eksportﬁnans experienced in 2010 are not expected
to continue at the same levels in 2011.

Tone Lunde Bakker

Bodil Hollingsæter

Tor Bergstrøm

Tor Østbø

Marianne Heien Blystad

Gisèle Marchand

Chair person

Carl Erik Steen
Deputy chair person

Live Haukvik Aker

president and Ceo
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hiGhliGhtS

Breaking ground with
advanced IT-system
A key achievement for Eksportﬁnans in 2010 has been the
implementation of the IT system Numerix – a comprehensive
framework for calculating fair values on structured bond
and swap models. All trades ﬂoat two ways between the
main trading system, the back ofﬁce transaction system
and Numerix in order to produce updated values at all
times. The system contributes to reduced operational risk,
better analysis and more accurate calculations in
connection with cash collateral agreements.
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shareholders equity

(nok billions)

total assets at
december 31, 2010 (nok billions)

7,0

24

6,0

68

5,0
4,0

88

3,0

35

2,0
1,0
0,0

Commercial loans
2006

■ reserves
■ share capital

2007

2008

2009

2010

other recievables
and ﬁxed assets

Governmentsupported loans
liquidity
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Statement of comprehensive income
PARENT COMPANY

GROUP
(NOK thousands)

2010

2009

2010

2009

1,174,778

1,864,021

Interest and related income on loans due from credit institutions

1,174,778

1,864,021

3,729,369

3,423,755

Interest and related income on loans due from customers

3,729,369

3,423,755

868,776

1,851,586

Interest and related income on securities

868,776

1,851,586

43,700

73,146

43,700

73,146

5,816,623

7,212,508

Total interest and related income

5,816,623

7,212,508

4,195,983

5,642,400

Interest and related expenses on commercial paper and bond debt

4,195,983

5,642,400

7,492

20,562

7,492

20,562

9,385

14,702

Other interest and related income

Interest and related expenses on subordinated debt

9,385

14,702

Interest and related expenses on capital contribution securities

184,878

64,819

Other interest and related expenses

184,878

64,819

4,397,738

5,742,483

Total interest and related expenses

4,397,738

5,742,483

1,418,885

1,470,025

NET INTEREST INCOME

1,418,885

1,470,025

1,515

1,576

Commissions and income related to banking services

1,515

1,576

6,956

7,421

Commissions and expenses related to banking services

6,956

7,421

(603,075)

(3,793,170)

Net gains/(losses) on financial instruments at fair value

(603,075)

(3,793,170)

5, 31.4

6,822

15,440

6,822

15,440

7

(601,694)

(3,783,575)

NET OTHER OPERATING INCOME

(601,694)

(3,783,575)

817,191

(2,313,550)

TOTAL OPERATING INCOME

817,191

(2,313,550)

157,373

151,706

Salaries and other administrative expenses

157,373

151,706

9

23,041

20,381

Depreciation

23,041

20,381

16 ,17

14,264

15,254

Other expenses

14,264

15,254

10

194,678

187,341

194,678

187,341

0

0

0

0

622,513

(2,500,891)

PRE-TAX OPERATING PROFIT/(LOSS)

622,513

(2,500,891)

174,519

(699,091)

Taxes

174,519

(699,091)

447,994

(1,801,800)

PROFIT/(LOSS) FOR THE YEAR FROM CONTINUING OPERATIONS

447,994

(1,801,800)

Profit/(loss) for the year from discontinued operations, net of taxes

0

1,148

Other comprehensive income

0

0

447,994

(1,800,652)

Other income

TOTAL OPERATING EXPENSES BEFORE IMPAIRMENT CHARGES ON LOANS
Impairment charges on loans at amorized cost

30.4

11

0

339,356

0

0

447,994

(1,462,444)

TOTAL COMPREHENSIVE INCOME

(332,544)

(2,700,910)

Allocated to/(from) reserve for unrealized gains

0

0

26

780,538

1,238,466

Allocated to/(from) other equity

0

0

26

447,994

(1,462,444)

TOTAL ALLOCATIONS

0

0

The accompanying notes are an integral part of the financial statements
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12

Balance sheet
PARENT COMPANY

GROUP
(NOK thousands)

Dec. 31, 2010

NOTE

Dec. 31, 2010

Dec. 31, 2009

Dec. 31, 2009

5

4

5

4

43,013,946

64,126,108

Loans due from credit institutions 1)

43,013,946

64,126,108

85,095,398

66,677,131

Loans due from customers 2)

85,095,398

66,677,131

14

67,920,880

76,089,636

Securities

67,920,880

76,089,636

30.5

15,403,160

14,343,940

Financial derivatives

15,403,160

14,343,940

13

0

100

0

0

15

43,729

0

Deferred tax assets

43,729

0

11

20,209

25,973

Intangible assets

20,209

25,973

16

204,712

207,820

204,712

207,820

17

3,847,386

3,783,187

3,847,386

3,783,287

18

215,549,425

225,253,899

215,549,425

225,253,899

44,754

38,333

3,306,532

19,107,830

183,095,213

178,526,422

14,247,493

14,809,777

373,598

73,355

0

156,931

7,174,627

5,123,890

ASSETS
Cash

Investments in group companies

Property, equipment and investment property
Other assets
TOTAL ASSETS

14

LIABILITIES
Deposits by credit institutions
Commercial paper debt
Bond debt
Financial derivatives
Taxes payable
Deferred tax liabilities
Other liabilities

95,896

88,989

1,638,650

1,501,567

Provisions

417,128

419,265

11

11

210,393,902

219,846,370

2,771,097

2,771,097

176,586

176,586

Share premium reserve

70,551

403,095

Reserve for unrealized gains

2,137,289

2,056,751

Subordinated debt
Capital contribution securities
Preference share
Total liabilities

44,754

38,333

3,306,532

19,107,830

19

183,095,213

178,526,422

19

14,247,493

14,809,777

13

373,598

73,355

11

0

156,931

11

7,174,627

5,123,890

22

95,896

88,989

8, 21

1,638,650

1,501,567

23

417,128

419,265

24

11

11

2.18

210,393,902

219,846,370

2,771,097

2,771,097

25

176,586

176,586

26

70,551

0

26

2,137,289

2,459,846

SHAREHOLDERS' EQUITY

5,155,523

5,407,529

215,549,425

225,253,899

Share capital

Other equity
Total shareholders' equity
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

5,155,523

5,407,529

215,549,425

225,253,899

1) Of NOK 43,013,946 thousand at December 31, 2010, NOK 29,810,571 thousand is measured at fair value through profit or loss and NOK 13,203,375
thousand is measured at amortized cost. Of NOK 64,126,108 thousand at December 31, 2009, NOK 33,596,647 thousand is measures at fair value through
profit or loss and NOK 30,529,461 thousand is measured at amortized cost.
2) Of NOK 85,095,398 thousand at December 31, 2010, NOK 49,204,511 thousand is measured at fair value through profit or loss and NOK 35,890,887
thousands is measured at amortized cost. Of NOK 66,677,131 thousand at December 31, 2009, NOK 27,247,880 thousand is measured at fair value through
profit or loss and NOK 39,429,251 thousand is measured at amortized cost.
The accompanying notes are an integral part of the financial statements.

Geir Bergvoll

Tone Lunde Bakker

Tor Bergstrøm

Bodil Hollingsæter

Tor Østbø

Marianne Heien Blystad

Gisèle Marchand

Chair person

Carl Erik Steen
Deputy chair person

Live Haukvik Aker

President and CEO
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Statement of changes in equity
PARENT COMPANY
(NOK thousands)
EQUITY AS AT JANUARY 1, 2009

Share capital*

Share premium
reserve*

Reserve
unrealized gains*

Other equity

Total equity

2,771,097

176,586

3,104,005

818,285

6,869,973

Total comprehensive income for the period

0

0

(2,700,910)

1,238,466

(1,462,444)

EQUITY AS AT DECEMBER 31, 2009

2,771,097

176,586

403,095

2,056,751

5,407,529

EQUITY AS AT JANUARY 1, 2010

2,771,097

176,586

403,095

2,056,751

5,407,529

0

0

(332,544)

780,538

447,994

Total comprehensive income for the period
Dividends paid
EQUITY AS AT DECEMBER 31, 2010

0

0

0

(700,000)

(700,000)

2,771,097

176,586

70,551

2,137,289

5,155,523

* Restricted equity that cannot be paid out to the the owners without a resolution to reduce the share capital in accordance with the Public Limited Companies Act under
Norwegian law. For further information, see note 26.

GROUP
(NOK thousands)
EQUITY AS AT JANUARY 1, 2009

Share capital

Share premium
reserve

Reserve
unrealized gains

Other equity

Total equity

2,771,097

176,586

0

4,260,498

7,208,181

Total comprehensive income for the period

0

0

0

(1,800,652)

(1,800,652)

EQUITY AS AT DECEMBER 31, 2009

2,771,097

176,586

0

2,459,846

5,407,529

EQUITY AS AT JANUARY 1, 2010

5,407,529

2,771,097

176,586

0

2,459,846

Total comprehensive income for the period

0

0

70,551

377,443

447,994

Dividends paid

0

0

0

(700,000)

(700,000)

2,771,097

176,586

70,551

2,137,289

5,155,523

EQUITY AS AT DECEMBER 31, 2010

The accompanying notes are an integral part of the financial statements.
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Cash flow statement
PARENT COMPANY

GROUP

2010

2009

(NOK thousands)

622,513

(2,500,891)

(787,062)

(382,396)

Accrual of contribution from the Norwegian government

553,900

3,857,530

Unrealized losses/(gains) on financial instruments at fair value

Pre-tax operating profit/(loss) from continuing operations

NOTE

2010

2009

622,513

(2,500,891)

(787,062)

(382,396)

553,900

3,857,530

Provided by operating activities:

26,354

0

23,041

20,381

(33,654,226)

(73,371,699)

32,415,841

83,820,416

(43,400,727)

(37,729,976)

38,748,102

45,473,027

332,274

151,666

(74,132)

(142,960)

1,498,011

(1,198,578)

401,836

6,756,411

Realized losses on financial instruments at fair value
through profit and loss [non-cash items]

26,354

Depreciation

23,041

Disbursement on loans 1)
Principal collected on loans 2)
Purchase of financial investments (trading)
Proceeds from sale or redemption of financial investments (trading)

5

0
20,381 16, 17

(33,654,226)

(73,371,699)

32,415,841

83,820,416

(43,400,727)

(37,729,976)

38,748,102

45,473,027

Contribution paid by the Norwegian government

332,274

151,666

Taxes paid

(74,132)

(142,960)

1,498,011

(1,198,578)

401,836

6,756,411

Changes in:

408,071

(726,737)

(2,886,204)

24,026,194

Accrued interest receivable
Other receivables
Accrued liabilities
NET CASH FLOW FROM OPERATING ACTIVITIES

408,071

(726,737)

(2,886,204)

24,026,194

(4,316,528)

(642,017)

Purchase of financial investments

(4,316,528)

(642,017)

18,335,527

5,991,375

Proceeds from sale or redemption of financial investments

18,335,527

5,991,375

7,029,855

(16,045,057)

7,029,855

(16,045,057)

(14,175)

(11,630)

0

670

21,034,679

(10,706,659)

5,852

(230,827)

280,888,654

256,414,537

(296,900,558)

(265,520,194)

72,231,121

69,338,668

(74,253,198)

(75,226,236)

0

11

(700,000)

0

(18,728,129)

(15,224,041)

(579,654)

(1,904,506)

4,523,484
(11,569)

Net cashflow from financial derivatives
Purchases of property and equipment and intangible assets
Proceeds from sales of property and equipment
NET CASH FLOW FROM INVESTING ACTIVITIES
Change in debt to credit institutions
Proceeds from issuance of commercial paper debt
Repayments of commercial paper debt
Proceeds from issuance of bond debt
Principal payments on bond debt

(11,630) 16, 17

0

670

21,034,679

(10,706,659)

5,852

(230,827)

280,888,654

256,414,537

(296,900,558)

(265,520,194)

72,231,121

69,338,668

(74,253,198)

(75,226,236)

0

11

2,18

(700,000)

0

2,11

(18,728,129)

(15,224,041)

NET CHANGE IN CASH AND CASH EQUIVALENTS FROM CONTINUING OPERATIONS

(579,654)

(1,904,506)

6,666,905

Cash and cash equivalents as at beginning of period

4,523,484

7,326,727

(878,302)

Effect of exchange rates on cash and cash equivalents

(11,569)

(878,302)

0

639,387

3,932,261

4,523,484

Issuance of preference share

(14,175)

Dividends paid
NET CASH FLOW FROM FINANCING ACTIVITIES

Net change in cash and cash equivalents from discontinued operations 3)
CASH AND CASH EQUIVALENTS AT END OF PERIOD

0

(20,435)

3,932,261

4,523,484

28

28

1) Of NOK 73.4 billion in 2009, NOK 45.3 billion is related to funding of Kommunekreditt and other municipal-related disbursements after the sale of the subsidiary.
2) Of NOK 83.8 billion in 2009, NOK 44.5 billion is related to repayment from Kommunekreditt in relation to the sale of the subsidiary.
3) Cash flows from discontinued operations for 2009 are related to investing activities, as they represent the net cash flow effect from the sale of the subsidiary.
The accompanying notes are an integral part of the financial statements.
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Notes
1 GENERAL INFORMATION
Eksportfinans ASA provides the Norwegian export sector with long-term
financing.
Eksportfinans ASA is a limited liability company. Eksportfinans ASA is
incorporated and domiciled in Norway. The address of the head office is
Dronning Mauds gate 15, P.O. Box 1601 Vika, N-0119 Oslo, Norway.
In these financial statements the terms ‘Eksportfinans ASA’, ‘Company’ and
‘Eksportfinans’ are used for the parent company Eksportfinans ASA. The term
‘Kommunekreditt’ is used for the former subsidiary Kommunekreditt Norge
AS (now KLP Kreditt AS). The term ‘Group’ refers to the parent company and
the subsidiary as a financial group.
The fiscal year of the Company runs from January 1 to December 31.
These financial statements have been approved for issue by the board of
directors on February 28, 2011.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies applied in the preparation of these financial
statements are set out below. These policies have been consistently applied
to all the years presented, unless otherwise stated.

2.1 Basis of preparation
These financial statements have been prepared in line with accounting regulations and legislation in Norway. The Norwegian Accounting Act requires the
Company to prepare the financial statements in accordance with International
Financial Reporting Standards (IFRS) as adopted by the European Union (EU).
This set of standards is not necessarily identical with IFRS as issued by the
International Accounting Standards board (IASB). Mainly, these differences
are related to the timing of endorsement by the EU, but there are also material differences in specific standards (e.g. the ’carve outs‘ in IAS 39). For Eksportfinans, however, the existing differences are not relevant. Hence, there
are no differences in the application of the IFRS versions, and the financial
statements of Eksportfinans have been prepared in accordance with IFRS as
adopted by the EU and IFRS as issued by the IASB. The Norwegian Accounting
Act also requires some disclosure in addition to the disclosure required by
IFRS. These are related to remuneration, and are included in these financial
statements. The financial statements have been prepared under the historical cost convention, as modified by the revaluation of financial assets and
liabilities held at fair value through profit and loss, and as modified by the
revaluation made for certain assets when implementing IFRS.
Until Eksportfinans’ sale of Kommunekreditt, the financial statements of
the parent company were prepared in line with simplified IFRS, as regulated
under the Norwegian Accounting Act. The former Group has been presented
in accordance with International Financial Reporting Standards – (IFRS), in
line with both IFRS as adopted by the European Union (EU) and IFRS as issued by the International Accounting Standards board (IASB).
After the sale, there is no group to consolidate, and with effect from
January 1, 2009, the parent company’s financial statements have been
prepared in accordance with IFRS, both as adopted by the EU and as issued
by the IASB.
New and amended standards (IFRSs) and interpretations (IFRICs) adopted
by the Company in 2010
IFRS 1 First-Time Adoption of IFRS (Amendments). The amendments allow
first-time adopters to use a deemed cost of either fair value or the carrying
amount under the previous accounting practice to measure the initial cost
of investments in subsidiaries, jointly controlled entities and associates in
the separate financial statements. The amendments are effective for annual
periods beginning on or after July 1, 2009. The amendments are not relevant
for the Company as it is not a first-time adopter of IFRS.
IFRS1 First-time adoption of International Financial Reporting Standards –
Additional Exemptions for First-time Adopters (Amendments). The amendments provide additional exemptions from full retrospective application of
IFRS for the measurement of oil & gas assets and leases. The amendments
are effective for annual periods beginning on or after January 1, 2010.
The amendments are not relevant for the Company as it is not a first-time
adopter of IFRS.
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IFRS 2 Group Cash-settled Share-based Payment Arrangements. The
Amendments clarify the accounting for group cash-settled share-based
payment transactions, where a subsidiary receives goods or services from
employees or suppliers but the parent or another entity in the group pays
for those goods or services. The amendments are effective for annual periods
beginning on or after January 1, 2010. The amendments are not relevant for
the Company as it is it not part of a group.
IFRS 3 Business Combinations (Revised). The revision changes the scope
of IFRS 3 by increasing the number of transactions to which it must be applied. The revision is effective for annual periods beginning on or after July
1, 2009. The revision is not relevant for the Company as it has no business
combinations.
IFRS 5 Non-current Assets Held for Sale and Discontinued Operations
(Amendments). The amendments clarify disclosure requirements in respect of
non-current assets classified as held for sale or discontinued operations. The
amendments are effective for annual periods beginning on or after January
1, 2010. The amendments are not relevant for the Company as it is has no
relevant assets or operations.
IAS 1 Presentation of Financial Statements (Amendments). The amendments clarify that the potential settlement of a liability by the issue of equity
is not relevant to its classification as current or non-current. The amendments
are effective for annual periods beginning on or after January 1, 2010. The
amendments are not relevant for the Company as it is has no relevant issues.
IAS 27 Consolidated and Separate Financial Statements (Amendments).
The amendments remove the definition of the cost method and replace it
with a requirement to present dividends as income in the separate financial
statements of the investor. The amendments are effective for annual periods
beginning on or after July 1, 2009. The amendments are not relevant for the
Company as it is not a first-time adopter of IFRS.
IAS 27 Consolidated and Separate Financial Statements (Amendments). The
amendments affect the accounting of changes in ownership interest, losses incurred by a subsidiary and loss of control of a subsidiary. The amendments are
effective for annual periods beginning on or after July 1, 2009. The amendments are not relevant for the Company as it is it not part of a group.
IAS 36 Impairment of Assets (Amendments). The amendments clarify the
largest cash-generating unit to which goodwill should be allocated for the
purpose of impairment testing. The amendments are effective for annual
periods beginning on or after January 1, 2010, and adopted by the Company
with effect from that date. The amendments have limited impact on the
Company’s financial statements.
IAS 38 Intangible Assets (Amendments). The amendments clarify guidance in measuring the fair value of an intangible asset acquired in a business,
and permits the grouping of intangible assets as a single asset if each asset
has similar useful lives. The amendments are effective for annual periods
beginning on or after July 1, 2009, and adopted by the Company with effect
from January 1, 2010. The amendments have limited impact on the Company’s financial statements.
IAS 39 Financial Instruments: Recognition and Measurement – Eligible
hedged items (Amendments). The amendments address the designation of a
one-sided risk in a hedged item, and the designation of inflation as a hedged
risk or portion in particular situations. The amendments are effective for
annual periods beginning on or after July 1, 2009. The amendments are not
relevant for the Company as it does not apply hedge accounting.
IFRIC 9 Reassessment of Embedded Derivatives (Amendments), and IAS
39 Financial Instruments: Recognition and Measurement – Embedded Derivatives (Amendments). The amendments state that an entity should assess
whether an embedded derivative is to be separated from a host contract
when the entity reclassifies a hybrid financial asset out of the fair value
through profit or loss category. The amendments are effective for annual
periods beginning on or after June 30, 2009, and adopted by the Company
with effect from January 1, 2010. The amendments have limited impact on
the Company’s financial statements.
IFRIC 15 Agreements for the Construction of Real Estate. The interpretation addresses a divergence in practice regarding the identification of the
applicable accounting standard when real estate developers enter into contracts with buyers before the construction is completed. The interpretation
provides guidance on the accounting for such agreements. The interpretation is effective for annual periods beginning on or after January 1, 2009.

The interpretation is not relevant for the Company, as it is not party to any
relevant contracts.
IFRIC 16 Hedges of a Net Investment in a Foreign Operation. The interpretation determines under which criteria an entity in a group can hold the
qualifying hedging instrument in a hedge of a net investment in a foreign
operation. The interpretation is effective for annual periods beginning on or
after July 1, 2009. The interpretation is not relevant for the Company as it
has no qualifying investments.
IFRIC 17 Distributions of Non-cash Assets to Owners. The interpretation
provides guidance on accounting for arrangements whereby an entity distributes non-cash assets to shareholders either as a distribution of reserves or
as dividends. The interpretation is effective for annual periods beginning on
or after July 1, 2009. The interpretation is not relevant for the Company as it
has no qualifying distributions to its owners.
IFRIC 18 Transfers of Assets from Customers. The interpretation provides
guidance on how to account for items of property, plant and equipment
received from customers, or cash that is received and used to acquire or
construct specific assets. The interpretation is effective for annual periods
beginning on or after July 1, 2009. The interpretation is not relevant for the
Company as it has no qualifying assets.
Improvements to International Financial Reporting Standards (issued
2008). The improvements to IFRS project is an annual process that the IASB
has adopted to deal with non-urgent but necessary amendments to IFRS (the
‘annual improvements projects’). The improvements are generally effective
for annual periods beginning on or after January 1, 2009, and adopted by
the Company with effect from that date. The improvements have limited
impact on the Company’s financial statements.
New and amended standards (IFRSs) and interpretations (IFRICs) not effective as of Dec. 31, 2010, and not early adopted by the Company
IFRS 1 First-time Adoption of International Financial Reporting Standards – Limited Exemption from Comparative IFRS 7 Disclosure for First-time
Adopters. The amendments give relief from providing certain comparative
information in the disclosures. The amendments are effective for annual periods beginning on or after July 1, 2010, with earlier application permitted.
The amendments are not expected to be relevant for the Company as it is not
a first-time adopter of IFRS.
IFRS 7 Financial Instruments: Disclosures (Amemdments). The amendments require enhancements to the existing disclosures in IFRS 7 where an
asset is transferred but is not derecognized, and introduce new disclosures
for the assets that are derecognized but the entity continues to have a
continuing exposure to the asset after the sale. The amendments are effective
for annual periods beginning on or after July 1, 2011, with earlier application permitted (although not endorsed for use in the EU as of December 31,
2010). The effects on the Company’s financial statements are being assessed
in detail by management in advance of the time of adoption
IFRS 9 Financial Instruments. Phase 1 of IFRS 9 addresses classification
and measurement, and is the first step in the ultimate replacement of IAS 39.
The standard states that financial assets shall be (i) classified on the basis of
the entity’s business model for managing the financial assets and the contractual cash flow characteristics of the financial asset; (ii) initially measured at
fair value plus, in the case of a financial asset not at fair value through profit
or loss, particular transaction costs; (iii) subsequently measured at amortized
cost or fair value. The standard confirms the classification rules for financial
liabilities, but changes the presentation of fair value changes related to own
credit risk for liabilities that are classified as at fair value through profit or
loss through the fair value option. The standard is effective for annual periods beginning on or after January 1, 2013, with earlier application permitted
(although not endorsed for use in the EU as of December 31, 2010). The
standard is applied retrospectively. The effects on the Company’s financial
statements may be substantial, and are being assessed in detail by management well in advance of the time of adoption.
IAS 24 Related Party Disclosure (Revised). The revised standard
supersedes the IAS 24 issued in 2003. The revised standard clarifies and
simplifies the definition of a related party and removes the requirement for
government-related entities to disclose details of all transactions with the
government and other government-related entities. The revision is effective
for annual periods beginning on or after January 1, 2011, with earlier application permitted, but is not expected to have any material impact on the

Company’s financial statements.
IAS 32 Financial Instruments: Presentation – Classification of Rights
Issues (Amendments). The amendments change the definition of a financial
liability to classify rights issues as equity instruments in certain situations.
The amendments are effective for annual periods beginning on or after
February 1, 2010, with earlier application permitted. The amendments are
not expected to be relevant for the Company as it has no relevant financial
instruments.
IFRIC 14 Prepayments of a Minimum Funding Requirement (Amendments).
The interpretation provides guidance on assessing the recoverable amount of
a net pension asset, permitting treatment of the prepayment of a minimum
funding requirement as an asset. The amendments are effective for annual
periods beginning on or after January 1, 2011, with earlier application permitted, but are not expected to have any material impact on the Company’s
financial statements.
IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments. The
interpretation clarifies the accounting of equity instruments issued to a
creditor to extinguish a financial liability. The interpretation is effective for
annual periods beginning on or after July 1, 2010, with earlier application
permitted. The interpretation is not expected to be relevant for the Company
as it has no relevant financial instruments.
Improvements to International Financial Reporting Standards (issued
2010). The improvements to IFRS project is an annual process that the IASB
has adopted to deal with non-urgent but necessary amendments to IFRS (the
‘annual improvements projects’). The improvements are generally effective
for annual periods beginning on or after January 1, 2011, with earlier application permitted. The improvements have limited impact on the Company’s
financial statements.

2.2 Consolidation
Subsidiaries are entities over which the Company has the power to govern
the financial and operating policies, generally accompanying a shareholding
of more than one half of the voting rights.
In these financial statements, a discontinued operation is a component of
an entity that has been disposed of. Eksportfinans’ formerly wholly owned
subsidiary Kommunekreditt was sold in the first half of 2009, and is presented as discontinued operations in the statement of comprehensive income
and in the cash flow statement, in accordance with IFRS 5 ‘Non-current Assets
Held for Sale and Discontinued Operations’.
As the subsidiary Kommunekreditt was disposed of in June 2009, the
assets and liabilities of the Company and the Group are identical, both on
December 31, 2009, and on December 31, 2010.
Kommunekreditt (until its sale in 2009) and eFunding AS (until its dissolution in 2010) are accounted for by the parent company applying the cost
method. Under the cost method Eksportfinans ASA recognizes the investment
at cost and recognizes income from the investments only to the extent that
it receives distributions from accumulated profits arising after the date of
acquisition.
Where relevant, inter-company transactions and balances have been
eliminated in the financial statements.
See note 15 for a specification of, and movement in, investments in group
companies.

2.3 Foreign currency translation
Items included in the financial statements are measured using the currency of
the primary economic environment in which the Company operates, i.e. the
functional currency. Norwegian kroner (NOK) serves as both the functional
and presentational currency for the Company.
On initial recognition, foreign currency transactions are recorded applying the spot exchange rate at the date of recognition. At the balance sheet
date, foreign currency monetary items are translated using the closing rate.
Unrealized gains and losses on foreign currency translations are posted in
the statement of comprehensive income. This is not applied for items related
to the 108 Agreement with the government, as foreign currency risks are
covered by the Agreement. Exchange rate differences on transactions under
the Agreement are booked to a settlement account with the government on
the balance sheet. See the further description of the 108 Agreement in notes
2.6.1, 2.6.3 and 13.
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2.4 Recognition and derecognition
of financial assets and liabilities

2.6.2.2 Subsequent measurement

Securities are accounted for at settlement date. However, the change in fair
value from trade date to settlement date is recorded in earnings. All other financial instruments are accounted for at the date that Eksportfinans becomes
contractually obliged to the agreement. Financial instruments are derecognized when the contractual rights to receive, or the contractual obligations to
pay, cash flows expire or when substantially all the risks and rewards of the
instrument are transferred.

Fair value is the amount for which an asset could be exchanged or a liability
settled between knowledgeable, willing parties in an arm’s length transaction.
The Company has elected the fair value option for the main portion of
its financial instruments, with three exceptions. Firstly, lending, borrowing
and liquidity under the government supported 108 Agreement are measured
at amortized cost. Secondly, funding to KLP Kreditt AS (formerly Kommunekreditt Norge AS) is measured at amortized cost. Thirdly, instruments
for which fair value measurement is a requirement and are therefore not
subject to the fair value option. The latter applies for financial assets and
liabilities held for trading and all financial derivatives, which are required to
be measured at fair value under present regulations.
The fair value option is applied when this results in the most relevant information under the options available for measurements of financial instruments
and when alternative principles of measurement result in greater accounting
mismatches. The most important cause of accounting mismatch is the requirement to measure all financial derivatives at fair value. Financial derivatives are
used in economic hedges of the market risk of specific assets and liabilities. To
obtain a more symmetrical measurement, the underlying economically hedged
transactions, as well as transactions at floating rate that are not subject to individual hedges, have to be measured at fair value. This is obtained through the
application of the fair value option for these financial instruments.
At the time of adoption of IFRS (January 1, 2007) management had analyzed different measurement combinations of hedge accounting, amortized
cost and fair value under different market scenarios. All combinations would
have led to high income volatility, and none of the analyzed combinations
showed a systematically lower volatility under all market scenarios. An
asymmetric measurement model gives rise to volatility that is difficult to
analyze and communicate. The performed analyses indicated that applying
the fair value option for the majority of its financial instruments (apart from
the exceptions described above) would result in less volatility, thus the most
relevant information, ex ante. The company therefore was of the opinion that
the financial instruments satisfied the conditions in IAS 39 for applying the
fair value option.
The fair values of quoted investments are based on current bid prices. If
the market for a financial asset is not active (and for unlisted securities), the
Company establishes fair value by using valuation techniques. These include
the use of recent arm’s length transactions, reference to other instruments
that are substantially the same, expected discounted cash flow analysis, and
option pricing models making maximum use of market inputs and relying as
little as possible on entity-specific inputs. See note 4 for a description of fair
value measurement.

2.5 Revenue recognition
Interest income from financial instruments measured at amortized cost is
recognized in the statement of comprehensive income using the effective
interest method. Interest income from financial instruments measured as at
fair value through profit or loss is recognized in the statement of comprehensive income as it accrues.
All interest income and interest expense is classified to net interest income. This includes interest related to financial assets and financial liabilities
measured at fair value through profit or loss.
Guarantees issued are recognized initially on the balance sheet at fair
value. The fees that the Company receives over the life of the guarantee are
amortized to income on a straight-line basis over the period of the obligation
in the line item ’Commissions and income related to banking services‘.

2.6 Financial instruments
2.6.1 Financial instruments used and
classification in portfolios
The Company's balance sheet consists to a great extent of financial instruments. The accounting policies related to these assets and liabilities are
therefore critical for an understanding of the financial statements.
Financial instruments are classified into the following categories:
• Financial assets or financial liabilities at fair value through profit or loss
• Loans and receivables (measured at amortized cost)
• Other financial liabilities (measured at amortized cost)
Financial assets or financial liabilities at fair value through profit or loss
are financial instruments either classified as held for trading, or upon initial
recognition designated as at fair value through profit or loss (the fair value
option). Financial instruments held for trading include securities acquired
principally for the purpose of being sold in the short term, and financial derivatives used to manage market risk. Financial instruments designated upon
initial recognition as at fair value through profit or loss consist of lending,
liquidity placements, including deposits and securities, borrowings and cash
collateral related to swaps.
Loans and receivables measured at amortized cost consist of loans covered by an agreement with the authorities pursuant to Parliamentary Bill
No. 108 (1977-78), (referred to as the 108 Agreement) and loans due from
the former subsidiary Kommunekreditt, presently named KLP Kreditt AS.
The 108 Agreement has' been established to provide exporters of capital
goods financing on terms that are in accordance with OECD (Organization
for Economic Co-operation and Development) regulations related to the
Consensus Agreement for export financing (the CIRR scheme). Coverage
of interest and exchange rate risk for borrowing, lending and liquidity is
provided under the 108 Agreement. The Company enters into derivative
contracts on behalf of the 108 Agreement to reduce the market risk. See
further description in note 2.6.3.
Other financial liabilities, measured at amortized cost, consist of debt
related to the 108 Agreement.

2.6.2 Measurement
2.6.2.1 Initial measurement
Financial instruments are measured at fair value on the date of recognition,
see note 2.4.

Measurement at fair value through profit or loss

Measurement at amortized cost
Lending, borrowing and liquidity at amortized cost are measured using
the effective interest method. The effective interest method provides the
principles of calculating the amortized cost of a financial asset or financial
liability, and of allocating the interest income or interest expense over the
relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments or receipts through the expected life of the
financial instrument.

Impairments of financial assets
At each balance sheet date the Company assesses whether there is any objective evidence that a financial asset, or group of financial assets, measured
at amortized cost is impaired. If any such evidence exists, the amount of the
impairment loss is measured as the difference between the carrying amount
of the financial asset and the present value of estimated future cash flows
discounted at the original effective rate or the current effective rate of return
for a financial asset with variable interest rate.

2.6.3 Presentation in the balance sheet and statement
of comprehensive income
General

Interest accrued but not paid or received and adjustments to fair value are
presented in the balance sheet in the same line item as the underlying asset
or liability to which the interest relates.
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Lending
Loans are recorded, dependent on the counterparty, either in the line item
’Loans due from credit institutions’ or in the line item ’Loans due from customers‘ in the balance sheet, regardless of measurement principles applied.
The Company has acquired certain loan agreements from banks for which
the bank provide a repayment guarantee, therefore retaining the credit risk
of the loans. These loans are classified as loans to credit institutions under
present regulations.
Interest income on instruments classified as lending is included in the line
item ’Net interest income‘ using the effective interest method, irrespective of
measurement principle. The method is described in the section on amortized
cost in note 2.6.2.2. Fees are recognized as income or expense at the transaction date when applying fair value, and as interest income using the effective
interest method when applying amortized cost measurement.
Changes in the value of loans measured at fair value are included in the
line item ’Net gains/(losses) on financial instruments at fair value‘ in the
statement of comprehensive income, except for interest income which is
recorded in net interest income.

The 108 Agreement
The 108 Agreement provides coverage of interest rate and exchange rate risk
for qualifying lending, borrowing and liquidity. The aim of the Agreement is to
provide a fixed Norwegian krone based margin on qualifying OECD loans by
compensating for re-pricing or foreign currency mismatch between the lending
and the funding. The Agreement entails the debiting or crediting of settlement
accounts continuously throughout the year for realized payment differences
related to lending and borrowing. The net amount to be refunded by the government is included in the line item ’Other assets‘ in the balance sheet.
Lending, borrowing and liquidity under the Agreement are included in the
relevant balance sheet items together with transactions not covered by the
Agreement. Interest income and interest expenses are recorded in the statement of comprehensive income using the effective interest method based on
the rates agreed upon under the Agreement. Fees are recognized as interest
income using the effective interest method when applying amortized cost.
A decrease in the value at the balance sheet date based on objective
evidence of impairment for loans valued at amortized cost is reflected in the
line item ’Impairment charges on loans at amortized cost‘ in the statement of
comprehensive income.
Under present accounting regulation, certain components of the 108
Agreement, which compensate the Company for gains and losses on certain
lending and borrowing transactions covered by the Agreement due to
changes in interest and foreign exchange rates, are defined as embedded financial derivatives. Separate measurement at fair value for these derivatives
has the potential to result in considerable increases in the Company’s income
volatility. See note 13 for specifications.

Securities
Interest bearing securities, consisting of commercial paper and bonds, are
included in the line item ’Securities‘ in the balance sheet.
Interest income on securities is included in the line item ’Net interest
income‘ using the effective interest method. The method is described in the
section on amortized cost in note 2.6.2.2.
Realized gains or losses from the sale of securities, and changes in fair
value of securities, are included in the line item ’Net gains/(losses) on financial instruments at fair value‘ in the statement of comprehensive income.

Derivatives
The fair value of derivative contracts is reported in the balance sheet in
separate asset and liability line items depending on the fair value of each
contract. The net fair value of each derivative contract determines if it is
classified as an asset or as a liability at the reporting date. The embedded
derivatives in the 108 Agreement are bifurcated out from the host contract
and recognized in the balance sheet as an asset or a liability depending on
the net fair value of the derivatives at the reporting date.
Interest, and the interest effect on economical hedging instruments, is
classified as interest income or expense in the statement of comprehensive
income. Changes in fair value are recorded in the line item ’Net gains/(losses)
on financial instruments at fair value‘.

Portfolio Hedge Agreement
In March 2008 the Company entered into an agreement with a majority
of the shareholders. The shareholders guarantee for further market value
decline relative to the fair value as of end of February 2008 in the securities
portfolio for an amount up to NOK 5 billion. This agreement is referred to as
the Portfolio Hedge Agreement (PHA). The agreement meets the definitions of
a financial derivative contract and is measured at fair value. Changes in fair
value are recorded in the line item ’Net gains/(losses) on financial instruments at fair value‘ in the statement of comprehensive income. See note 13
for a description of the agreement.

Borrowings through the issue of securities
All borrowings are measured at fair value with the exception of borrowings under the 108 Agreement, which are measured at amortized cost. Changes in value
of borrowings measured at fair value are included in the line item ‘Net gains/
(losses) on financial instruments at fair value‘ in the statement of comprehensive
income, except for interest expense which is recorded in net interest income.

Reacquired debt
Reacquired debt is deducted from the same line item in which the initial
issue was recorded. The reduction is made with the carrying value. For debt
not covered by the 108 Agreement, there is no effect in the statement of
comprehensive income from the reacquisition, as the debt is already measured at fair value.

2.7 Intangible assets
The Company’s intangible assets include both internally generated and acquired software systems. All have finite useful lives as the economic benefit
of these assets is assessed to be time-limited. Identifiable costs for internally
developed software controlled by the Company are capitalized as intangible
assets when it is probable that economic benefits will exceed development
expenses and if it is expected to have a useful life of more than three years.
Direct expenses are materials and salaries to employees directly involved
in the projects, and are capitalized. Expenses related to maintenance of
software and IT systems are recognized in the statement of comprehensive
income as they occur. Capitalized software recorded in the balance sheet is
depreciated on a straight-line basis over the asset’s useful life.
See note 16 for further information.

2.8 Property and equipment
Property and equipment are carried at historical cost less depreciation. Cost
includes expenses directly related to the acquisition of the asset. Subsequent
expenses are capitalized together with the relevant asset if it is probable that
future economic benefits associated with the expenses will flow to the Company.
Expenses for repairs and maintenance are recognized in the statement of comprehensive income as they occur. Depreciation is made on a straight-line basis
over the asset’s useful life.
Depreciation rates are applied to the asset’s deemed cost, as recognized at
transition to IFRS, for buildings, and to the asset’s historical cost for other equipment. Land and art are not depreciated.
An asset is derecognized when risks and rewards are transferred to another
party. See note 17 for further information.

2.9 Investment property
Part of the building owned by the Company can be sold separately and
is leased out to various tenants. Investment property constitutes approximately 38 percent of the property. The cost model is applied for
investment property. After initial recognition investment property is thus
accounted for in the same way as property classified under property and
equipment, and depreciation is made on a straight-line basis over the
property’s useful life.
See notes 7, 10 and 17 for further information related to investment property.

2.10 Impairment of non-financial assets
When there are indications that an intangible asset, a piece of property or
equipment, or an investment property may be impaired, its recoverable
amount is estimated for that individual asset. The recoverable amount is the
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higher of an asset’s fair value less cost to sell, and the asset’s value in use.
If the recoverable amount is lower than the carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. The impairment
loss is recognized in the statement of comprehensive income.

2.11 Dividend
Dividend from Eksportfinans to its owners is recognized in the year in which
the dividend is formally approved by the council of representatives, and not
in the fiscal year to which the dividend is related.

2.12 Pension commitments
The Company has a set of employee retirement plans. The plans are generally
covered by a pension schemes funded and managed through life insurance
companies, determined by periodic actuarial calculations.
Pension schemes of the Company define an amount of pension benefit
that an employee will receive on retirement, dependent on several factors,
such as age, years of service and compensation. The schemes are defined
benefit plans.
The Company is required to establish an occupational pension scheme in
accordance with the Norwegian law on required occupational pension (‘lov
om obligatorisk tjenestepensjon‘). The Company’s pension scheme meets the
requirements of that law.
The pension expenses in the statement of comprehensive income are
based on assumptions determined at the start of the period while the liability
is based on assumptions at the end of the period (i.e. the balance sheet date).
Pension expenses are included in the line item ’Salaries and other administrative expenses‘ in the statement of comprehensive income.
The liability recognized in the balance sheet in respect of defined
benefit pensions plans is the present value of the defined benefit obligation at the balance sheet date less the fair value of the plan assets,
together with adjustments for unrecognized actuarial gains or losses and
past service costs.
The defined benefit obligation is calculated annually by independent
actuaries using the projected unit credit method. The calculation is based on
assumptions related to discount rate, future salary adjustments, pension and
other payments from the national insurance fund, future return on plan assets and actuarial assumptions on mortality and voluntary resignation.
The present value of the defined benefit obligation is determined by discounting the estimated future cash outflows using interest rates determined
by reference to market yields at the balance sheet date on long term Norwegian government bonds, adjusted to differences in the payment structure and
the average maturity of the pension liability.
Expected return on plan assets is calculated at the beginning of the
period based on the discount rate, with a risk premium that reflects expected
long-term investment profile of the plan assets.
Actuarial gains and losses arising from experience adjustments and
changes in actuarial assumptions in excess of the greater of 10 percent of
the value of plan assets or 10 percent of the defined benefit obligation are
recognized in the statement of comprehensive income over the employees’
expected average remaining working lives.
Past service costs are recognized immediately in pension expenses, unless
the changes to the pension plan are conditional on the employees remaining in service for a specified period of time (the vesting period). In this case,
the past service costs are amortized on a straight-line basis over the vesting
period.
Social security tax related to the pension commitments is calculated
based on the net pension obligation for each pension scheme at the end of
the year, before taking into account unrecorded past service cost and unrecorded actuarial gain/losses.
Pension liabilities are classified under the line item ‘Provisions’, and
prepaid pension cost is classified under the line item ‘Other assets’ in the
balance sheet.
See notes 3.2 and 8 for further information.

2.13 Income taxes
The tax expense in the statement of comprehensive income consists of both
current payable tax and changes in deferred tax. Current payable tax is based
on taxable net income for the year. Change in deferred tax is based on tem-
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porary differences between accounting profit and taxable profit.
Deferred taxes in the balance sheet are calculated on the basis of
temporary differences. Temporary differences are differences between the
recorded value of an asset or liability and the taxable value of the asset or
liability. Deferred taxes are calculated based on tax rates and tax rules that
are effective at the date of the balance sheet. The most significant temporary
differences refer to unrealized gains and losses on financial instruments, non
deductible pension expenses and depreciation of investment property and
property and equipment.
Taxable and deductible temporary differences which are, or can be,
reversed within the same period are offset. Deferred tax is recorded in the
balance sheet as a liability (or asset).
Deferred tax assets are recorded in the balance sheet to the extent that
it is probable that future taxable income will be available against which they
can be utilized.
See note 11 for further information.

2.14 Provisions
A provision is a liability of uncertain timing and amount that is recognized
when the Company has a present legal or constructive obligation as a result
of a past event and when it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation. The amount
recognized is measured at the present value expected to be required to
settle the obligation at the balance sheet date, taking into account risks and
uncertainties surrounding the provision. The amount is only recognized if it
can be estimated reliably.
See notes 8 and 21 for further information.

2.15 Leases
The Company acts as lessor in operating lease contracts.
Lease income is recognized in the statement of comprehensive income on
a straight-line basis over the lease term. Assets subject to lease are recognized in the balance sheet according to the nature of those assets.
See note 6 and 7 for further information.

2.16 Cash equivalents
Cash equivalents are defined as bank deposits with maturity of less than
three months from the date of acquisition. Other bank deposits are included
in the line items ’Purchase of financial investments‘ and ‘Proceeds from sale
or redemption of financial investments’ in the cash flow statement.
See note 28 for further information.

2.17 Discontinued operations
The sale of Kommunekreditt in 2009 is presented as discontinued operations.
See note 12 for further information.

2.18 Preference share
On November 26, 2008, Eksportfinans entered into an agreement with the
Norwegian government. The agreement was approved by the General Assembly on January 29, 2009, and gave Eksportfinans the opportunity to obtain
funding from the government for two years for financing of export projects
that qualify under the OECD Consensus Agreement for export financing (the
CIRR scheme).
The agreement required the issuance of one preference share to the Norwegian government, at a nominal value of NOK 10,500. The share constitutes
a separate preference share that grants the right to a yearly dividend of 22.5
percent of the Company’s profit for the year, within the calculated base of
regulatory limited dividend.
The share agreement shows basic features of a financial liability according to IFRS, and it is classified in the balance sheet as such. The liability is
measured at amortized cost. The year’s incurred payment liability under the
share agreement is classified as interest expense in the statement of comprehensive income in the line item ‘Other interest and related expenses’, and is
recognized in the fiscal year to which it is related.

2.19 Financial guarantees
Financial guarantee contracts are initially recognized at fair value. After
initial recognition, financial guarantee contracts are measured at the higher

of the amount determined in accordance with IAS 37 and the amount initially
recognized less, when appropriate, cumulative amortization recognized in
accordance with IAS 18. Refer to note 32.3 for further information.

3 CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
The preparation of financial statements in conformity with IFRS requires
management to use judgment in making estimates and assumptions that
affect reported amounts of assets and liabilities, the reported amounts of
income and expense and the disclosure of contingent assets and liabilities.
The following accounting estimates, which are based on relevant information
available at the end of each period, include inherent risks and uncertainties
related to judgments and assumptions made by management. We consider
the following accounting estimates to be critical in applying our accounting
policies due to the existence of uncertainty at the time the estimate is made,
the likelihood of changes in estimates from period to period and the potential
impact that these estimates can have on the financial statements.
Estimates and judgments are continually evaluated and based on historical experience and other factors, including expectations of future events that
are believed to be reasonable under the circumstances. We believe that the
applied assumptions are the most likely, although actual events may differ
from these. Consequently, our estimates could prove inaccurate, and the
Company may be exposed to changes to earnings that could be material.

3.1 Fair value of financial instruments
Eksportfinans uses quoted prices where available, valuation techniques and
theoretical models using market information. These estimates are calibrated
against industry standards, economic models and observed transaction prices. Since Eksportfinans has adopted the fair value option for the majority of
its financial assets and liabilities, market changes or changes to assumptions
or estimated levels can significantly impact the fair value of an instrument as
reported and have a significant impact on the statement of comprehensive
income. The subjectivity of these assumptions is reduced by using observable market inputs in the valuations, such as a quoted price or rate, by using
multiple models for valuation purposes, and by obtaining price and rate
information from multiple sources.
The most critical accounting estimates and judgments are those related to
fair value measurement of financial instruments using significant unobservable inputs. Unobservable inputs are used in validation of structured
bond debt, the swaps used to economically hedge the structured bond debt
and guaranteed loans. For structured debt and related swap contracts, the
most important assumptions that impact the estimate of fair value are the
spread assumptions and the models chosen for the Monte Carlo simulations
performed in order to be able to project expected coupon and maturity dates.
The simulations performed to project coupons and maturities are based on
market data such as volatilities and correlations. However, there is in general
little market data available to corroborate the simulations performed. Spread
assumptions are to a large extent based on internal data. A significant part
of the value estimates are reconciled with calculations from the different
swap counterparties in relation to cash collateral movements under credit
support annex (CSA) agreements. The value we agree with the counterparty
represents a market price for the underlying swaps. For guaranteed loans
the initial margin which is unobservable in the market as well as the spread
correction conducted when significant rating changes occur are the most
significant unobservable inputs.
Further information on fair value measurement techniques and assumptions are disclosed in note 4.

3.2 Pension commitments
The net present value of pension commitments depends on current economic
and actuarial assumptions. Any change made to these assumptions affects
the pension commitments amount recorded in the balance sheet and the
pension expense.
The discount rate applied when discounting pension benefit obligations is
determined by reference to market yields at the balance sheet date on long
term Norwegian government bonds, adjusted to differences in the payment
structure and the average maturity of the pension liability.

The applied discount rates are 4.5 percent and 4.0 percent for the pension cost and the pension liability respectively.
Estimated sensitivity of pension cost and obligation from changes in the
discount rate (for the parent company and the group):
(NOK millions)
Discount rate applied
Actuarial calculation

Gross pension
cost1)

Projected
benefit
obligation

4,50 %
22,3

4,00 %
222,2

(2,9)
3,8

(35,5)
46,7

Effect from 1 percentage point increase
Effect from 1 percentage point decrease

1)
Gross pension cost consists of the items ‘service cost’ and ‘interest cost’
specified in note 8.
The type of pension fund investments and historical returns determine
the expected return on pension funds. In the past, the average return on pension funds has been higher than the risk-free rate of interest, as part of the
pension funds have normally been invested in securities with slightly higher
risk than government bonds. The expected return has thus been estimated on
the basis of the discount rate plus an addition reflecting past excess returns.
Other fundamental assumptions for pension commitments include future
salary adjustments, pension and other payments from the national insurance
fund, anticipated increase in the National Insurance basic amount (the G
amount) and life expectancy.
See note 2.12 for accounting principles and note 8 for further information.

4 FAIR VALUE OF FINANCIAL INSTRUMENTS
4.1 Methodology
The fair values of financial instruments are determined either with reference to a price quoted in an active market for that instrument, or by using
a valuation technique.
Prices quoted in active markets are prices readily and regularly available
from exchanges, brokers, market makers and pricing vendors, and those
prices represent actual and regularly occurring market transactions on an
arm’s length basis.
An active market is one in which transactions, for the financial asset or
financial liability being valued, occur with sufficient frequency and volume
to provide pricing information on an ongoing basis. A market is considered
to be non-active when there are few transactions, the prices are not current,
price quotations vary substantially either over time or among market makers,
or little information is released publicly for the financial asset or financial liability. Pricing observability is affected by a number of different factors, such
as type of financial instrument, whether the instrument is new to the market,
characteristics specific to the transaction, and general market conditions.
The degree of judgment used in the measurement of fair value of financial instruments is generally higher with a lower level of pricing observability, and vice versa. Financial instruments with quoted prices in active
markets generally have higher observability of prices, and less judgment is
needed when determining fair value. Conversely, instruments traded in nonactive markets, or that do not have quoted prices, have lower observability
of prices, and fair values are estimated through valuation models or other
pricing techniques that require a higher degree of judgment.
The methodologies used for estimating the fair values using valuation
models calculate the expected cash flows under the terms of each specific
contract, and then discount these back to present values using appropriate discount curves. The expected cash flows for each contract are either
determined directly by reference to actual cash flows implicit in observable
market prices, or through modeling cash flows by using appropriate financial
market pricing models. The valuation techniques make maximum use of market inputs, and rely as little as possible on entity-specific inputs. These techniques use observable market prices and rates as inputs, including interest
rate yield curves for substantially the full term of the asset or liability, equity
and commodity prices, option volatilities and currency rates. In certain cases,
the valuation techniques incorporate unobservable inputs. See description
of fair value measurement of each class of financial instruments below for
extent of unobservable inputs used. The fair value measurement generally
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incorporates appropriate credit spreads obtained from the market.
For financial instruments a significant share of prices are obtained from
the market. Although the prices generally are not binding or directly tradable,
they are observable in the market. As such, the Company primarily has financial instruments for which prices are quoted in active markets, or financial
instruments for which credit spreads or other model inputs are observable
in the market, and the models used to price them are transparent. Most of
the portfolios consist of financial instruments for which the fair value is
calculated using valuation models or index proxies judged to be sufficiently
close to the securities proxied. The Company has developed an understanding of the information used by third party pricing sources to describe the
estimated prices or model inputs. The information obtained from third party
pricing sources was evaluated and relied upon based on the degree of market
transactions supporting the price indications and the firmness of the price
indications. In these instances, management’s judgment was that this third
party information was a reasonable indication of the financial instrument’s
fair value.
In general, the Company goes through the following process to establish fair
value for each financial instrument:
• First, the Company seeks to identify current quoted prices in an active
market for the financial instrument.
• If there are no current quoted prices, the Company seeks to identify recent
transactions for the same instrument.
• If there are no recently quoted prices for the same instrument, the Company seeks to identify current or recently quoted prices or transactions for
another instrument that is substantially the same.
• If there are no quoted prices for essentially equal instruments, the Company
seeks to identify appropriate market-quoted rates (e.g. yield curves, volatilities and currency rates) to be used as inputs into a valuation technique.
• In certain instances, it is necessary for the Company to use unobservable
inputs into the valuation technique. These inputs are to the fullest extent
possible based on other observable prices or rates identified during the
above mentioned steps.
See below for a discussion on how fair value is established for each class of
financial assets and liabilities:

Loans due from credit institutions or customers:
The fair values of loans due from credit institutions or customers are determined using a discounted cash flow model, incorporating appropriate yield
curves and credit spreads obtained from the market. These debt instruments
are not actively traded and consequently, these instruments do not have
observable market prices subsequent to loan origination.
For guaranteed loans, interest rate curves are obtained from market
sources, and credit spreads are based on initial spreads at the time of loan
origination. The initial spread is usually not adjusted because these loans
are fully guaranteed by a bank or the Norwegian Guarantee Institute for
Export Credits (GIEK). Eksportfinans’ non-government guarantors are currently well rated (A- or above) Norwegian banks and international banks with
solid financial position. An increase in the credit risk of the debtor will, as a
result of the guarantee, in most cases not lead to more than an insignificant
increase of the combined credit risk. This is reflected in market rates so for
example a loan made to a debtor guaranteed by a specific bank has a considerably lower spread than a direct loan made to the same bank. Eksportfinans therefore believes it would be reasonable to assume, in the absence of
evidence to the contrary, that no changes have taken place in the spread that
existed at the date the loan was made. The Company does make reasonable
efforts to determine whether there is evidence that there has been such a
change in spread. Credit ratings of all guarantors are monitored on an ongoing basis. Spreads are adjusted upon significant changes in rating for the
guarantor since origination date, as the Company considers this as evidence
of widening of spreads. Further, the Company analyses the development
of initial margins over time. These data show that initial margins obtained
for new guaranteed loans have not been functions of time, not even during
the financially turbulent times in 2007-2009. Credit spreads for guaranteed
loans given by the Company, have consequently not increased with the
significant general credit spread increase during the period. The spreads
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applied to fair value measurement of export loans are unobservable in the
market. The method that the Company has deemed the most correct one in
absence of suitable market spreads has produced variation in credit spreads
of 2 basis points on average for the guaranteed portfolio over the history
for which the Company has data for. The largest monthly change for the
guaranteed loan portfolio has been 4 basis points (November 2010). This
reflects more expensive pricing towards clients for newly distributed loans
and not rating changes prompting spread changes on old loans. At year-end
a spread widening of 1 basis point of the guaranteed loan portfolio will reduce its market value by approximately NOK 16 million (compared to NOK
12 million as of year-end 2009) so a spread widening equal to the largest
ones observed during a month so far will give unrealized losses of NOK 64
million. As per year-end the guaranteed portfolio constitutes 75 percent of
the loan portfolio.
For direct loans to Norwegian savings banks, interest rate curves and
credit spreads are based on observable market data. The credit spread curves
obtained from the market are from widely published reports from market
participants on indicative spreads for identical or similar loans. The spreads
are published in the market shortly after month end, but do not represent
offers, or solicitations of offers, to purchase or sell financial instruments. To
ensure that the information can be used for fair value measurement purposes, Eksportfinans performs an assessment of the evaluations, calculations,
opinions and recommendations of the publications. The spreads come partly
from trading screens quoting actual trades, and partly from matrix pricing
and interpolations including judgments by the distributors. Eksportfinans has
assessed their interpolation methodologies, matrix pricing algorithms and
models to be adequate and of sufficient quality. As of end of 2010 a credit
spread widening in the direct loan portfolio would induce an unrealized loss
to the Company of NOK 7 million (NOK 5 million as per year-end 2009).
Direct loans to banks account for 15 percent of the lending portfolio.
For municipal lending, interest rate curves and credit spreads are
based on observable market data. The credit spreads used in the model
are supported by quotes obtained from three different price providers. For
loans guaranteed by municipalities, the same methodology is used as for
guaranteed export lending. As of end of 2010 a credit spread widening in the
municipal lending portfolio would induce an unrealized loss to the Company
of NOK 3 million (NOK 2 million as of end of 2009). Municipality loans are 10
percent of the lending portfolio as of year-end.
The remaining part of the loan portfolio consists of the Company’s funding to KLP Kreditt for the acquired municipality loans from Eksportfinans
former subsidiary Kommunekreditt. As of December 31, 2010, three tranches
with a total market value of NOK 12.9 billion are still outstanding with the
last tranche maturing on September 15, 2011. In terms of impairment review,
Eksportfinans continuously monitors the credit spread of KLP Kreditt and will
take necessary measures if Eksportfinans observes a significant jump in the
credit spread. The credit spread sensitivity of this short maturity portfolio is
insignificant for Eksportfinans.
For the combined total lending portfolio over the past two years credit
spreads have changed less than 10 basis points per month in 95 percent of
the time. A spread widening of 10 basis points would give an estimated loss
of NOK 230 million. As of the end of 2009 a 95 percent confidence interval
was 18 basis points representing NOK 290 million. The guarantees received
are embedded in the loan agreements, and not separately transferable.
All credit spread adjustments of initial spreads are individually assessed
for reasonableness relative to appropriate credit spread development over
time, spreads for similar guarantors, and spreads on new similar loans
or guarantees.

Securities
Fair value of Eksportfinans’ portfolio of securities is partially established using valuation techniques and partially using prices quoted in active markets.
Eksportfinans aims to maximize the use of observable inputs, and minimize
the use of unobservable inputs, when estimating fair value. The valuation
techniques used by Eksportfinans are index based models using publicly
available market data as input, such as index levels, stock prices and bond
credit spreads. Whenever available, the Company obtains quoted prices in
active markets for fixed maturity securities at the balance sheet date. Market
price data is generally obtained from exchange or dealer markets.

Since July 2008 the Company has used a factor model, deriving comparable spreads from the remaining liquidity of similar securities. This specifically developed index model derives comparable spreads for a security from
liquidity and credit spreads of similar securities. The two factors used in the
index mapping procedure are the two year spread between the Euro swap
two year rate and Euro government two year rate, and the iTraxx five year
senior financials index spread. Eksportfinans applied the factor model to
45 percent of the securities, representing approximately 41 percent of the
securities portfolios measured at market value as of December 31, 2010 and
to 58 percent of the securities, representing approximately 56 percent of the
trading portfolio measured at market value as of December 31, 2009.
For the remaining securities not valued with the factor model, eleven had
such short time to maturity that par value was used. One security is guaranteed by the Danish government, thus valued at par. Two securities bought in
December 2010, both with AAA rating, were priced at their cost at purchase
( 100 and 100,06). One security was priced in the Company’s main trading
system due to its simplicity. Eksportfinans holds two securities originally
with defaulted (now non-existent) Washington Mutual as counterparty in the
guaranteed PHA portfolio. These securities were priced using recovery rates
from one source, but calibrated with other quotes. For the remaining securities, Eksportfinans retrieved prices and credit spread quotes from fifteen
different market makers and pricing vendors.
The quotes may come from securities with similar attributes, from a
matrix pricing methodology, or from internal valuation models utilizing
different methodologies. These methodologies consider such factors as the
issuer’s industry, the security’s rating and tenor, its coupon rate and type,
its position in the capital structure of the issuer, yield curves, credit curves,
prepayment rates and other relevant factors. Among the fifteen different
quote providers, the two major price providers covered 62 percent of the
portfolio for which quotes were obtained. 74 percent of these securities had
only one quote, 24 percent had two quotes, 2 percent had three quotes. As of
December 31, 2009, the two major price providers covered 63 percent of the
portfolio for which quotes were received. 40 percent of these securities had
only one quote, 34 percent had two quotes and 22 percent had three quotes.
Eksportfinans has established various controls to ensure the reasonableness
of quotes for securities receiving only one quote, such as reconciling with
other securities of similar currency, maturity, country or issuer and reconciling with actual trade data from Bloomberg. For securities receiving more
than one quote, special consideration is given if the difference between the
quotes exceeds set thresholds. For the bulk of the externally quoted portfolio, the spread in quotes was less than 40 basis points compared to 20 basis
points as of December 31, 2009. The maximum difference was 0.79 percent
compared to 1.84 percent as of December 31, 2009. For all quoted prices the
median quote was used as this measure is more robust to extreme observations than using the average quote.

Financial derivatives
Currency and interest rate swaps are valued using a valuation model technique incorporating appropriate credit spreads obtained from the market,
as well as other observable market inputs, such as interest rate levels and
market volatilities. Structured swaps mirroring the embedded derivatives in
structured debt issues are modeled as described for structured bond debt. All
swaps are governed by ISDA agreements with cash collateral annexes, and
movement of cash collateral will offset credit spread changes. Non-performance risk is included in the fair value of the financial derivative portfolio
assets and liabilities. Both Eksportfinans and the counterparty’s credit risk
at the trading time of a swap will be reflected in the initial terms and conditions. The Company only does derivatives with highly rated counterparties.
The Credit Support Annexes (CSAs) enables calls for collateral for both parties
based on rating dependent parameters such as threshold and minimum
independent amounts. The Company’s valuation of swaps using mid levels
captures the perceived credit spread for both Eksportfinans and the swap
counterparties.

Structured bond debt
Structured bond debt consists of bond issues where the coupon rate, currency, maturity date and notional amount may vary with market conditions.
For instance, the maturity will vary as a significant part of the structured

bond debt has call and trigger features depending on the passage of time
and/or market levels.
Eksportfinans’ structured issues currently consist of eight main
structure types:
• The coupon is paid in a different currency than the foreign exchange cross
(FX) for which the coupon is calculated and the bond might have Bermudian
options embedded. Bonds with this coupon type are priced using a HullWhite one-factor model if there is only one currency and an N-currency
model coupled with a Black and Scholes model in cases of several currencies.
• The coupon is based on the minimum of two FX’s (JPY/USD and AUD/JPY
for a majority of our issues. We use Black and Scholes to model the foreign
exchange rates and a Hull-White one factor model to treat the interest rate
curves.
• Fixed rate securities with Bermudan options. These are modeled using Black
and Scholes framework.
• The coupon has digital attributes. For example if the FX rate is above a
given strike level, the coupon paid will be high, if the FX is below the strike,
the coupon paid will be low. These coupon structures are modeled by an
N-currency model.
• The coupon is inversely linked to the London Interbank Offer Rate (LIBOR).
The coupon structure is normally of the type “FixedRate-multiplier x Libor”.
Here we use a Hull-White model for the interest rate and if the issue contains more than one currency, we use the N-factor model.
• The coupon depends on the difference between two interest rates, for
example ’2 year swap minus 10 year swap‘. This difference is multiplied
with a factor, and both one and two currencies can be involved. For onecurrency issues a Hull-White model is used for the two interest rates.
For two-currency issues a Black and Scholes model put together with an
N-currency model is used.
• The coupon is based on the performance of single equities, equity baskets
or indexes. These issues are priced based on a Black and Scholes model if
the underlying is in the same currency as the notional. The implied volatility derived from suitable traded options is used as volatility input and expected future dividends are based on market expectations. If the underlying
is in a different currency than the notional we use a quanto-model to factor
in the currency effect.
• The coupon is paid only if the issuer calls the issue. For such structures (like
callable zeros) the call option is normally Bermudian and contains only one
currency. Eksportfinans price it using a Hull-White one-factor model.
Structured bond debt (and their corresponding swaps, see section on financial
derivatives above) are mostly valued using Company’s valuation system
based on different, well known valuation models, such as Black and Scholes
and Hull-White, as appropriate for the different types of structures. All
models use observable market data. Market data such as volatilities, correlations, and spreads for constant maturity swaps are imported (unadjusted)
directly from widely used information systems like Reuters and Bloomberg.
All models are calibrated to produce the transaction price at day one and
consequently there is no day one profits calculated using Eksportfinans’
methodology. Which model and which structure setup is determined by the
redemption structure, the number of FX, equities or indices constituting the
underlying and whether the coupon is accumulated or not as time passes.
The market data used are observable market input. This input is used to
project both cash flows and maturity dates of the structured debt. This is to a
large degree done by Monte Carlo simulations.
The fair values established using the valuation models above are further
supported by two sources of information. First, the values are assessed for
reasonableness against values for the same instruments received from the
counterparty in the transaction. Second, Eksportfinans buys back structured
debt from time to time, and the fair values established are assessed for
reasonableness against buy back transaction prices for similar debt. For
42 structured issues equaling approximately NOK 2 billion or 2 percent of
the structured bond debt portfolio we used the fair value provided by the
counterparty of each swap as the valuation system is not yet set up for these
structures. The reasonableness of each value was assessed against market
development of the risk factors involved.
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Changes in credit spread are considered in the valuation of structured
bond debt. There is no market for trading in Eksportfinans’ structured debt.
There are no other available market data that can be used for valuation purposes. The spreads applied are therefore based on current spreads of similar
structured bond issues close to year end. This is an unobservable input to the
valuation model. Increasing the spreads applied in fair value measurement
by 10 basis points, would decrease the value of structured bond debt by
approximately NOK 720 million as of December 31, 2010, up from NOK 530
million as of December 31, 2009

Other bond debt
Fair value of other bond debt is established using a valuation model technique based on discounted cash flows, incorporating appropriate interest
rate curves and credit spreads obtained from the market. The credit spreads
are derived from current spreads on Eksportfinans’ USD benchmarks quoted
by Bloomberg. Only spreads supported by actual trades close to year end
are used. Quoted spreads are also used for benchmark issues that are not
quoted on Bloomberg. From the spread quotes obtained, a yield curve is
derived by using a linear interpolation methodology. These are similar
instruments, and the quoted prices cover the range of maturities in the
benchmark debt portfolio.
In order to assess the reasonableness of the quotes used, spreads are also
benchmarked against broker quotes obtained from four different dealers in
Eksportfinans’ benchmark program.

Commercial paper debt
Fair value of commercial paper debt (CP) is established using a valuation
model technique based on discounted cash flows, incorporating appropriate
interest rate curves. Interest rate curves are obtained from market sources
and credit spreads are based on initial margin relative to LIBOR at the time
of borrowing. As Eksportfinans issued CP at approximately the same levels
close to year end as the CP issued earlier in the year, no credit spread
adjustment was done for the commercial paper debt. Increasing the spreads
applied in fair value measurement by 10 basis points would decrease the
value of CP by approximately NOK 2 million as of December 31, 2009,
down from NOK 13 million as of December 31, 2008.

Subordinated debt and capital contribution securities:
Fair value of subordinated bond debt and capital contribution securities are
established using a valuation model technique based on discounted cash
flows, incorporating appropriate interest rate curves and credit spreads
obtained from market participants. The credit spreads are obtained from the
arranger banks. Quotes come either as credit spreads relative to USD swap
rates or the Gilt curve, or as a quoted fair value price. For quotes received in
the form of credit spreads, appropriate net present value calculations derive
the fair value of the security, using the quoted credit spread relative to the
corresponding curve. The Company considers the spread and price quotes
obtained as unobservable input to the valuation. Increasing the spreads applied in fair value measurement by 10 basis points, would decrease the value
of subordinated debt and capital contribution securities by approximately
NOK 11 million as of December 31, 2009 compared to NOK 12 million as of
December 31, 2008.

4.2 Fair value hierarchy
IFRS 7 specifies a hierarchy of valuation techniques based on whether
the inputs to those valuation techniques are observable or unobservable.
Observable inputs reflect market data obtained from independent sources
that is visible to other parties in the market; unobservable inputs reflect the
Company’s market assumptions, specific methodologies and model choices.
These two types of input have created a hierarchy that gives the highest
priority to unadjusted quoted prices in active markets for identical assets or
liabilities (level 1 measurements) and the lowest priority to unobservable
inputs (level 3 measurements). The three levels of the fair value hierarchy
are described below:
Level 1 – Securities for which unadjusted quoted prices in active markets
that are accessible at the measurement date for identical, unrestricted assets
or liabilities.
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Level 2 – Securities with inputs other than quoted prices included within
level 1 that are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices) are classified as level 2.
Level 3 – ISecurities with prices or valuations that require inputs that are
both significant to fair value and unobservable.
This hierarchy requires the use of observable market data when available.
The Company considers relevant and observable market prices in its valuations where possible.
The assessment of which level each transaction falls into is a dynamic process. Cash is classified as level 1 as currency rates are quoted frequently and
trading volume sufficiently high to enable the Company to trade even large
volumes are observable market prices.
Loans and receivables that do not trade frequent or in sufficient volumes
to be classified in level 1 but where nothing but observable market data
(such as interest rate levels and published spread indices) and well known
discounting methods are used are classified as level 2. Loans and receivables
where credit spreads at a reporting date is a function of initial over the counter negotiated spreads and subjective adjustments to input such as rating
changes are classified as level 3.
Securities consist of bonds in our liquidity portfolios which are classified
as level 2 as they are valued using index mappings or adjusted market prices
such as median of several quotes not necessarily public obtainable.
Financial derivatives are either normal interest rate- or currency swaps
classified in level 2 as standard discounting of observable input is used in
the valuation, or structured swaps classified as level 3 where unobservable
inputs such as correlations and volatilities are used in model valuations.
The below tables set forth Eksportfinans trading assets and liabilities and
other financial assets and liabilities accounted for at fair value under the fair
value option. Assets and liabilities are classified in their entirety based on
the lowest level of input that is significant to the fair value measurement.

Financial assets measured at fair value through profit or loss (for the parent company and the group):
December 31, 2010
Level 1

Level 2

Level 3

Cash

(NOK thousands)

5

0

0

Total
5

Loans and receivables due from credit institutions

0

27,859,583

1,950,988

29,810,571

Loans and receivables due from customers

0

5,026,182

44,178,329

49,204,511

Securities

0

67,920,880

0

67,920,880
15,403,160

Financial derivatives

0

8,283,325

7,119,835

Other assets

0

2,952,537

0

2,952,537

Total fair value as at December 31, 2010

5

112,042,507

53,249,152

165,291,664

Total

December 31, 2009
(NOK thousands)

Level 1

Level 2

Level 3

Cash

4

0

0

4

Loans and receivables due from credit institutions

0

31,391,850

2,204,797

33,596,647

Loans and receivables due from customers

0

5,111,173

22,136,707

27,247,880

Securities

0

76,089,636

0

76,089,636

Financial derivatives

0

10,040,058

4,303,882

14,343,940

Other assets

0

2,975,755

0

2,975,755

Total fair value as at December 31, 2009

4

125,608,472

28,645,386

154,253,862

As for financial liabilities at year end deposits and commercial papers are valued using public market data and standard discounted cash flow techniques and
hence classified as level 2. Unstructured bond debt such as benchmark issues are valued through a combination of discounting cash flows and using quoted
credit spreads for similar securities and thus classified as level 2. Structured bond debt use unobservable inputs and model valuation and is classified as level
3. Financial derivatives on the liability side are both level 2 and 3, see discussion above for financial assets. Other liabilities are specified in note 22 and is
valued using discounting techniques and observable market data. Subordinated debt and capital contribution services are valued using discounted cash flow
methods but with credit spread adjustments obtained from arranger banks only. These are indicative spreads and not publicly available hence the valuation
technique uses unobservable inputs.
Financial liabilities measured at fair value through profit or loss (for the company and the Group)
December 31, 2010
(NOK thousands)

Level 1

Level 2

Level 3

Total

Deposits by credit institutions

0

44,754

0

44,754

Commercial paper debt

0

3,306,532

0

3,306,532

Unstructured Bond debt

0

57,397,917

0

57,397,917

Structured Bond debt

0

0

88,843,817

88,843,817

Financial derivatives

0

4,000,066

10,247,427

14,247,493

Other liabilities

0

6,685,427

0

6,685,427

Subordinated debt

0

0

1,638,650

1,638,650

Capital contribution securities

0

0

417,128

417,128

Total fair value as at December 31, 2010

0

71,434,696

101,147,022

172,581,718

December 31, 2009
(NOK thousands)

Level 1

Level 2

Level 3

Total

Deposits by credit institutions

0

38,333

0

38,333

Commercial paper debt

0

19,107,830

0

19,107,830

Unstructured Bond debt

0

53,921,814

0

53,921,814

Structured Bond debt

0

0

84,252,808

84,252,808

Financial derivatives

0

3,742,920

11,066,857

14,809,777

Other liabilities

0

4,979,947

0

4,979,947

Subordinated debt

0

0

1,501,567

1,501,567

Capital contribution securities

0

0

419,265

419,265

Total fair value as at December 31, 2009

0

81,790,844

97,240,497

179,031,341
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The movements of level 3 assets and liabilities during 2010 are shown as follows:
Financial assets measured at fair value through profit or loss based on level 3 (for the parent company and the group):

(NOK thousands)
Opening balance January 1, 2010
Total gains or losses

1)

Issues
Settlements

Loans and receivables due from
credit institutions

Loans and receivables due from
customers

Financial derivatives

Total

2,204,797

22,136,707

4,303,882

28,645,386

436,497

230,782

4,626,551

5,293,831

15,078

28,423,639

0

28,438,717

(705,384)

(6,612,799)

(1,810,598)

(9,128,781)

Transfers into level 3

0

0

0

0

Transfers out of level 3

0

0

0

0

1,950,988

44,178,329

7,119,835

53,249,152

(73,536)

9,288

(455,470)

(519,718)

Loans and receivables due from
credit institutions

Loans and receivables due from
customers

Financial derivatives

Total

2,307,615

26,157,289

6,777,965

35,242,869

Closing balance December 31, 2010
Total gains or losses 1) for the period in profit or loss for assets held at the
end of the reporting period

(NOK thousands)
Opening balance January 1, 2009
Total gains or losses

(251,413)

(1,051,530)

1,097,211

(205,732)

Issues

215,650

12,632,390

0

12,848,040

Settlements

1)

(67,055)

(15,601,442)

(3,571,294)

(19,239,792)

Transfers into level 3

0

0

0

0

Transfers out of level 3

0

0

0

0

Closing balance December 31, 2009

2,204,797

22,136,707

4,303,882

28,645,386

Total gains or losses 1) for the period in profit or loss for assets held at the
end of the reporting period

(116,360)

(992)

1,142,070

1,024,718

1) Presented under the line item ‘Net gains/(losses) on financial instruments at fair value’ in the statement of comprehensive income.
Financial liabilities measured at fair value through profit or loss based on level 3 (for the parent company and the group):

(NOK thousands)
Opening balance January 1, 2010
Total gains or losses

1)

Issues
Settlements

Bond debt

Financial derivatives

Subordinated
debt

Capital contribution securities

Total

84,252,808

11,066,857

1,501,567

419,265

97,240,497

555,091

1,450,924

137,083

(2,137)

2,140,961

45,985,071

0

0

0

45,985,071
(44,219,507)

(41,949,153)

(2,270,354)

0

0

Transfers into Level 3

0

0

0

0

0

Transfers out of Level 3

0

0

0

0

0

88,843,817

10,247,427

1,638,650

417,128

101,147,022

(117,928)

59,502

Closing balance December 31, 2010
Total gains or losses 1) for the period in profit or loss
for liabilities at the end of the reporting period

(NOK thousands)

20,586,654

Bond debt

(19,335,968)

Financial
derivatives

Subordinated
debt

Capital contribution securities

Total

Opening balance Dec 31, 2008

117,427,051

5,877,831

1,909,070

444,943

125,658,895

Total gains or losses

(17,140,591)

7,333,216

(407,503)

(25,678)

(10,240,556)

47,880,395

0

0

0

47,880,395

(63,914,047)

(2,144,190)

0

0

(66,058,237)

1)

Issues
Settlements
Transfers into Level 3

0

0

0

0

0

Transfers out of Level 3

0

0

0

0

0

84,252,808

11,066,857

1,501,567

419,265

97,240,497

(127,838)

70,453

Closing balance Dec 31, 2009
Total gains or losses 1) for the period in profit or loss
for liabilities at the end of the reporting period

17,650,205

(18,049,469)

1) Presented under the line item “net gains/(losses) on financial instruments at fair value” in the statement of comprehensive income
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(456,649)

4.3 Measurement categories
The classes of financial instrument fall into the following measurement categories (carrying amounts in NOK thousands)
(for the parent company and the group):
2010
FINANCIAL ASSETS
Cash

FVO1)

HFT2)

2009
L&R3)

TOTAL

FVO1)

HFT2)

L&R3)

TOTAL

5

0

0

5

4

0

0

4

Loans due from credit institutions

29,810,571

0

13,203,375

43,013,946

33,596,647

0

30,529,461

64,126,108

Loans due from customers

49,204,511

0

35,890,887

85,095,398

27,247,880

0

39,429,251

66,677,131

Securities

18,931,194

48,989,686

0

67,920,880

29,958,901

46,130,735

0

76,089,636
14,343,940

Financial derivatives
Other assets
TOTAL
FINANCIAL LIABILITIES
Deposits by credit institutions

0

15,403,160

0

15,403,160

0

14,343,940

0

2,952,537

0

894,849

3,847,386

2,975,755

0

807,432

3,783,187

100,898,818

64,392,846

49,989,111

215,280,775

93,779,187

60,474,675

70,766,144

225,020,006

FVO1)

HFT2)

OLB4)

TOTAL

FVO1)

HFT2)

OLB4)

TOTAL

44,754

0

0

44,754

38,333

0

0

38,333

3,306,532

0

0

3,306,532

19,107,830

0

0

19,107,830

Non-strucured bond debt

95,549,894

0

0

95,549,894

95,304,921

0

0

95,304,921

Structured bond debt

50,691,840

0

36,853,479

87,545,319

42,869,701

0

40,351,799

83,221,500

Commercial paper debt

Financial derivatives

0

14,247,493

0

14,247,493

0

14,809,777

0

14,809,777

Other liabilities

6,685,427

0

489,200

7,174,627

4,979,947

0

143,943

5,123,890

Subordinated debt

1,638,650

0

0

1,638,650

1,501,567

0

0

1,501,567

417,128

0

0

417,128

419,265

0

0

419,265

Capital contribution securities
Preference share
TOTAL
1)
2)
3)
4)

0

0

11

11

0

0

11

11

158,334,225

14,247,493

37,342,690

209,924,408

164,221,564

14,809,777

40,495,753

219,527,094

FVO: Financial instrument at fair value through profit or loss - designated at initial recognition (fair value option)
HFT: Financial instrument at fair value through profit or loss - held for trading
L&R: Financial instrument at amortized cost - loans and receivables
OLB: Financial instrument at amortized cost - other liabilities

4.4 Fair value of financial assets and liabilities
The following table presents the financial assets and liabilities, with the fair value and carrying value (book value) of each class of financial instrument (for the
parent company and the group):
December 31, 2010
(NOK thousands)

Fair value

December 31, 2009

Carrying value

Fair value

Carrying value

ASSETS
5

5

4

4

Loans due from credit institutions

Cash

43,048,321

43,013,946

64,215,598

64,126,108

Loans due from customers

90,589,272

85,095,398

72,552,694

66,677,131

Securities

67,920,880

67,920,880

76,089,636

76,089,636

Financial derivatives

15,403,160

15,403,160

14,343,940

14,343,940

3.847.386

3.847.386

3.783.187

44,754

44,754

38,333

38,333

Other assets

3.783.187

LIABILITIES
Deposits by credit institutions
Commercial paper debt

3,306,532

3,306,532

19,107,830

19,107,830

Non-structured bond debt

95,549,894

95,549,894

95,304,922

95,304,922

Structured bond debt

91,505,953

87,545,319

87,218,006

83,221,500

Financial derivatives

14,247,493

14,247,493

14,809,777

14,809,777

Other liabilities

7,189.159

7.174.627

5.139.548

5.123.890

Subordinated debt

1,638,650

1,638,650

1,501,567

1,501,567

417,128

417,128

419,265

419,265

11

11

11

11

Capital contribution securities
Preference share
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5 NET GAINS/(LOSSES) ON FINANCIAL INSTRUMENTS AT FAIR VALUE
PARENT COMPANY

GROUP

2010

2009

(NOK thousands)

18,029

1,776

Securities 1)

(138,798)

(65,765)

Financial derivatives

4,181

(14,713)

Foreign currencies

67,413

143,062

Other financial instruments at fair value

(49,175)

64,360

(40,829)

(71,414)

(27,794)

(4,014)

183,311

1,553,715

(3,672,205)

(9,916,308)

782

76,365

2,997,493

4,516,472

(1,042)

71,094

4,698

(86,759)

2010

2009

18,029

1,776

(138,798)

(65,765)

4,181

(14,713)

67,413

143,062

Net realized gains/(losses)

(49,175)

64,360

Loans due from credit institutions

(40,829)

(71,414)

Loans due from customers

(27,794)

(4,014)

Securities 2)
Financial derivatives 3)
Commercial paper debt 4)
Bond debt 4)
Subordinated debt and capital contribution securities 4)
Foreign currencies
Other financial instruments at fair value

183,311

1,553,715

(3,672,205)

(9,916,308)

782

76,365

2,997,493

4,516,472

(1,042)

71,094

4,698

(86,759)

1,686

3,319

1,686

3,319

(553,900)

(3,857,530)

Net unrealized gains/(losses)

(553,900)

(3,857,530)

(603,075)

(3,793,170)

NET REALIZED AND UNREALIZED GAINS/(LOSSES)

(603,075)

(3,793,170)

1) Net realized gains/(losses) on securities:
PARENT COMPANY

GROUP

2010

2009

(NOK thousands)

14,009

1,588

Securities held for trading

4,020

188

18,029

1,776

Securities designated as at fair value at initial recognition
TOTAL

2010

2009

14,009

1,588

4,020

188

18,029

1,776

2) Net unrealized gains/(losses) on securities:
PARENT COMPANY

GROUP

2010

2009

30,306

776,960

153,005

776,755

183,311

1,553,715

(NOK thousands)
Securities held for trading

2010

2009

30,306

776,960

Securities designated as at fair value at initial recognition

153,005

776,755

TOTAL

183,311

1,553,715

3) The Portfolio Hedge Agreement entered into in March 2008, further described in note 13 of this report, is included with a loss of NOK 202 million in 2010
and a loss of NOK 1,582 million in 2009.
4) In 2010, Eksportfinans had an unrealized gain of NOK 2,997 million (NOK 4,647 million in 2009) on its own debt.
See note 31.4 for a presentation of the above tables through the eyes of management.

6 LEASES
Eksportfinans ASA leases parts of its office building to unrelated parties under operating lease contracts, with lease terms generally between five and ten years.
The future minimum lease payments receivable under non-cancelable operating leases in the aggregate and for each of the following periods is shown in the
table below:
PARENT COMPANY
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GROUP

Dec. 31, 2010

Dec. 31, 2009

6,824

6,718

12,164

10,941

10,187
0
29,175

26,948

(NOK thousands)

Dec. 31, 2009

6,824

6,718

From 1 year up to and including 3 years

12,164

10,941

7,398

From 3 years up to and including 5 years

10,187

7,398

1,891

After 5 years
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Up to and including one year

Dec. 31, 2010

TOTAL PAYMENTS RECEIVABLE

0

1,891

29,175

26,948

7 OTHER INCOME
PARENT COMPANY

GROUP

2010

2009

(NOK thousands)

2010

2009

1,496

1,481

Rental income

1,496

1,481

5,326

5,267

Rental income investment property

0

2,100

Services to Kommunekreditt Norge AS

0

6,592

Other income /(expenses)

6,822

15,440

1)

2)

TOTAL

5,326

5,267

0

2,100

0

6,592

6,822

15,440

1) The income from Kommunekreditt related to management services are not eliminated by reclassification of the activities in the former subsidiary to discontinued operations as Eksportfinans during 2009 continued to provide the equivalent services to KLP Kreditt AS.
2) Includes services to KLP Kreditt AS from March to December 2009, amounting to NOK 6.3 millions.

8 EMPLOYEE RETIREMENT PLAN
Eksportfinans has a defined benefit occupational scheme for all employees in the form of a pension scheme. The Company has also had a contractual pension
agreement (CPA) scheme that has entitled staff to benefits from the age of 62 until they are eligible for a National Insurance pension upon reaching the age of
67. The terminated CPA scheme has been replaced by a new multi-employer scheme entering into force as of January 1, 2011. This plan is considered to be a
multi-employer defined benefit plan, but is accounted for as a defined contribution plan until reliable and sufficient information is available for the Company
to recognize its proportional share of pension cost, pension liabilities and pension assets. The Company’s liability is therefore not recognized as a liability as
of December 31, 2010. The liability related to the former CPA scheme was recognized as such, and has been recognized as income (curtailment) in 2010, apart
from the part of the liability that is related to former employees that are now retired under the scheme.
The actuarial calculations are based on the following assumptions:
EXPENSES

COMMITMENTS

2010

2009

4,50

3,80

5,70

(Percent)

Dec. 31, 2010

Dec. 31, 2009

Discount rate

4,00

4,50

5,80

Expected return on plan assets

5,40

5,70

4,50

4,00

Future salary increases

4,00

4,50

4,25

3,75

Future basic amount increase

3,75

4,25

2,25

2,25

Future pension increases

2,25

2,25

N/A

20,00

Expected CPA acceptance

N/A

20,00

K2005 adj.

K2005

K2005 adj.

K2005 adj.

Demographic assumption about mortality rate *)

*) Statistical assumptions about mortality, as officially calculated in 2005.
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The pension expenses consist of the following components:
PARENT COMPANY

GROUP

2010

2009

14,568

13,844

7,772

5,664

(6,086)

(5,398)

(3,954)

0

3,810

211

341

410

2,309

2,003

18,760

16,734

(NOK thousands)
Current service cost
Interest cost

2010

2009

14,568

13,844

7,772

5,664

Expected return on plan assets

(6,086)

(5,398)

Curtailment

(3,954)

0

3,810

211

Amortization of past service cost
Amortization of actuarial (gains)/losses
Social security tax
TOTAL PENSION EXPENSES

341

410

2,309

2,003

18,760

16,734

The amounts in the balance sheet are determined as follows:
PARENT COMPANY

GROUP

Dec. 31, 2010

Dec. 31, 2009

177,290

147,549

(NOK thousands)
Present value of funded obligations

177,290

147,549

116,513

101,535

Fair value of plan assets

116,513

101,535

60,777

46,014

60,777

46,014

Underfunded/(funded) status of funded obligations

44,887

40,924

Present value of unfunded obligations

105,664

86,938

Underfunded/(funded) status of all obligations
Unrecorded past service cost

(615)

(2,324)

(28,190)

(13,309)

76,859

71,305

77,932

72,302

1,073

997

76,859

71,305

13,139

10,839

Dec. 31, 2010

Dec. 31, 2009

44,887

40,924

105,664

86,938

(615)

(2,324)

(28,190)

(13,309)

NET PENSION LIABILITY

76,859

71,305

Pension liabilities in the balance sheet

77,932

72,302

Unrecorded actuarial (gains)/losses

Prepaid pension cost in the balance sheet

1,073

997

NET PENSION LIABILITY

76,859

71,305

Social security tax included

13,139

10,839

The movement in the defined benefit obligation over the year is as follows:
PARENT COMPANY

GROUP

2010

2009

188,473

158,525

0

0

14,568

13,844

7,772

5,664

2,101

0

16,795

12,913

(NOK thousands)
Beginning of year
Defined obligation of discontinued operations

2009

188,473

181,906

0

(23,381)

14,568

13,844

Interest cost

7,772

5,664

Past service cost

2,101

0

16,795

12,913

Current service cost, excluding social security taxes

Actuarial losses/(gains)

677

692

677

692

(4,255)

(3,165)

Social security tax
Benefits paid

(4,255)

(3,165)

(3,954)

0

Curtailments

(3,954)

0

222,177

188,473

222,177

188,473

OBLIGATION AT AND OF YEAR

The contributions expected to be paid to the Company’s pension schemes in 2011 is NOK 10 millions.v
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The movement in the fair value of plan assets of the year is as follows:
PARENT COMPANY

GROUP

2010

2009

101,535

95,373

0

0

6,086

5,398

1,573

(5,367)

9,474

7,409

(2,155)

(1,278)

116,513

101,535

(NOK thousands)
Beginning of year

2010

2009

101,535

108,712

Plan assets of discontinued operations

0

(13,339)

6,086

5,398

Actuarial gains/(losses)

1,573

(5,367)

Employer contributions

9,474

7,409

(2,155)

(1,278)

116,513

101,535

Expected return on plan assets

Benefits paid
ASSETS AT END OF YEAR

Plan assets are invested as follows (according to regulatory guidelines established for life insurance companies):
PARENT COMPANY

GROUP

Dec. 31, 2010

Dec. 31, 2009

19

14

62

(Percent)

Dec. 31, 2010

Dec. 31, 2009

Equity securities

19

14

68

Debt securities

62

68

18

16

Property

18

16

1

2

1

2

100

100

100

100

2010

2009

2010

2009

6,0

5,4

6,0

5,4

Other assets
TOTAL PLAN ASSETS
(Percent)
Actual return on plan assets

Historical development of the pension liabilities:
PARENT COMPANY at December 31,

GROUP at December 31,

2010

2009

2008

2007

2006

222,177

188,473

158,525

138,454

178,686

116,513

101,535

95,373

99,969

137,853

105,664

86,938

63,152

38,485

40,833

(28,805)

(15,633)

2,026

11,714

76,859

71,305

65,178

16,795

12,913

1,573

(5,367)

(NOK thousands)

2010

2009

2008

2007

2006

Present value of defined
benefit obligations

222,177

188,473

181,906

161,525

200,563

Fair value of plan assets

116,513

101,535

108,712

115,866

156,198

Pension plan deficit/(surplus)

105,664

86,938

73,194

45,658

44,365

(5,173)

Unrecorded actuarial (gains)/
losses and past service cost

(28,805)

(15,633)

(4,190)

7,698

(5,298)

50,199

35,660

NET RECORDED PENSION
LIABILITY/(ASSET)

76,859

71,305

69,004

53,357

39,067

606

(61,761)

2,639

Actuarial losses/(gains) for the
year related to obligations

16,795

12,913

(2,564)

(63,670)

2,459

(9,133)

(42,258)

0

Actuarial gains/(losses) for the
year related to assets

1,573

(5,367)

(14,506)

(47,854)

0
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9 SALARIES AND OTHER ADMINISTRATIVE EXPENSES
PARENT COMPANY

GROUP

2010

2009

116,892

109,017

40,481

42,689

157,373

151,706

(NOK thousands)
Salaries, pension expenses and social security
Administrative expenses
TOTAL

2010

2009

116,892

109,017

40,481

42,689

157,373

151,706

10 OTHER EXPENSES
PARENT COMPANY

GROUP

2010

2009

(NOK thousands)

2010

2009

5,171

4,716

Building service

5,171

4,716

1,054

599

Building service investment property

1,054

599

8,039

9,939

Other expenses

8,039

9,939

14,264

15,254

14,264

15,254

TOTAL

11 INCOME TAXES
Taxes payable:
PARENT COMPANY
2010
622,513

54

GROUP
2009

(2,500,891)

982

4,135

716,641

2,754,992

1,340,136

258,236

375,238

72,306

(60)

0

(NOK thousands)
Pre-tax operating profit/(loss) from continuing operations
Permanent differences
Change in temporary differences
Taxable income
Current taxes
Change in last year’s tax provision

2010
622,513
982

2009
(2,500,891)
4,135

716,641

2,754,992

1,340,136

258,236

375,238

72,306

(60)

0

(200,659)

(771,398)

Change in deferred taxes

(200,659)

(771,398)

174,519

(699,092)

Total income taxes in income statement

174,519

(699,092)

375,238

72,306

Current taxes in statement of income

375,238

72,306

(864)

(777)

Withholding tax already paid

0

1,826

Taxes payable in from discontinued operations

(776)

0

373,598

73,355
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Taxes prepaid
Taxes payable in balance sheet

(864)

(777)

0

1,826

(776)

0

373,598

73,355

Deferred taxes / deferred tax assets:
PARENT COMPANY

GROUP

2010

2009

156,931

928,328

0

0

(3,470)

(3,470)

(559,098)

(3,552,178)

(145,801)

807,248

(2,718)

(465)

(5,554)

(6,128)

(716,640)

(2,754,992)

28 %

28 %

(200,659)

(771,398)

0

0

(43,729)

156,931

(NOK thousands)
Deferred tax/(deferred tax assets) beginning of year
Deferred tax/(deferred tax assets) related to discontinued operations
Depreciation of revaluation of property

2010

2009

156,931

931,220

0

(2,892)

(3,470)

(3,470)

Mark-to-market adjustments financial instruments

(559,098)

(3,552,178)

Realization of interest swaps according to tax rules

(145,801)

807,248

Excess book value over tax depreciation

(2,718)

(465)

Employee retirement plan

(5,554)

(6,128)

(716,640)

(2,754,992)

Change in tax-increasing temporary differences
Applied tax rate
Tax on changes in temporary differences
Tax on changes in temporary differences related to discontinued operations
Deferred tax/(deferred tax assets) end of year

28 %

28 %

(200,659)

(771,398)

0

0

(43,729)

156,931

Temporary differences:
PARENT COMPANY
Dec. 31, 2010

GROUP

Dec. 31, 2009

128,309

131,780

(842,846)

(283,748)

661,446

807,248

(26,226)
(76,859)

(NOK thousands)
Revaluation of property

Dec. 31, 2010

Dec. 31, 2009

128,309

131,780

(842,846)

(283,748)

Realization of interest swaps according to tax rules

661,446

807,248

(23,509)

Excess book value over tax depreciation

(26,226)

(23,509)

(71,305)

Employee retirement plan

(76,859)

(71,305)

(156,176)

560,466

Total tax-increasing temporary differences

(156,176)

560,466

(43,729)

156,931

Tax on temporary differences

(43,729)

156,931

Mark-to-market adjustments financial instruments
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Reconciliation of income taxes:
PARENT COMPANY

GROUP

2010

2009

622,513

(2,500,891)

174,304

(700,249)

(NOK thousands)

2010

2009

Pre-tax operating profit/(loss) from continuing operations

622,513

(2,500,891)

Tax calculated at a 28 % nominal tax rate

174,304

(700,249)

0

(200)

Income not subject to tax

982

4,335

Expenses not deductible for tax purposes

(214)

0

768

4,135

Reconciliation items
Tax effect on reconciliation items

215

1,159

174,519

(699,091)

28,0 %

28,0 %

0,0 %

0,0 %

28,0 %

28,0 %

28,0 %

28,0 %

0,0 %

0,0 %

Other items

Taxes / (tax income) in the income statement
Effective tax rate of taxes in the income statement
Tax effect from reconciliation items above

0

(200)

982

4,335

(214)

0

768

4,135

215

1,159

174,519

(699,091)

28,0 %

28,0 %

0,0 %

0,0 %

Tax rate after reconciliation

28,0 %

28,0 %

Applicable tax rate

28,0 %

28,0 %

0,0 %

0,0 %

Difference

12 DISCONTINUED OPERATIONS
On May 7, 2009, Eksportfinans entered into a sale and purchase agreement with Kommunal Landspensjonskasse (KLP) for all shares in its subsidiary Kommunekreditt. The sale was finalized on June 24, 2009, while the price of the shares was agreed to be the carried value of the net assets in Kommunekreditt’s
financial statements as of March 31, 2009. The only effect after March 31, 2009, is the expenses incurred related to the sale of the subsidiary.
The discontinued operations (the parts of the subsidiary that were sold) are presented separately in the statement of comprehensive income and in the cash
flow statement, in accordance with IFRS 5 ‘Non-current Assets Held for Sale and Discontinued Operations’.
Initially, and for a period of approximately two years from the date of the sale, the continuing operations will include lending to and interest income from
the then former subsidiary. As Eksportfinans’ funding of Kommunekreditt's operations will be continued for a period, the profit and loss figures of the parent
company Eksportfinans ASA best represent the continuing operations. When Eksportfinans gradually ceases to fund Kommunekreditt, with the last downpayment by the end of 2011, the contribution to the business from the former subsidiary will decline. Pursuant to the agreement with KLP Eksportfinans also
retained around NOK 11 billion of loans lent by Kommunekreditt.
Specification of the profit/(loss) for the period from the discontinued operations:
PARENT COMPANY
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GROUP

2010

2009

(NOK thousands)

-

0

-

341,182

-

0

Commissions and expenses related to banking services

-

5

-

0

Net gains/(losses) on financial instruments at fair value

-

(91,632)

-

341,182

Net other operating income

-

(102,095)

-

341,182

Total opearating income

-

17,720
8,680

Net interest income
1)

Net gain on sale of subsidiary / Income on investments in group companies

2010

2009

-

119,815

-

(10,458)

-

0

Salaries and other administrative expenses

-

-

0

Depreciation

-

85

-

0

Other expenses

-

757

-

0

Total operating expenses before impairment charges on loans

-

9,522

-

341,182

Pre-tax operating profit/(loss)

-

8,198

Taxes

-

7,050

Profit/(loss) for the period from discontinued operations

-

1,148

-

1,826

-

339,356
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1) Decomposition of net gain on sale of subsidiary in 2009:

(NOK thousands)

Profit/(loss)

Proceeds from sale of Kommunekreditt Norge AS

869,644

Book value of investment in parent company financial statements of Eksportfinans ASA

(518,004)

2)

Expenses related to sale of Kommunekreditt Norge AS

(10,458)

Net gain from sale of group companies before taxes

341,182

2) Shares in Kommunekreditt have been accounted for at cost in the financial statements of Eksportfinans ASA

The result of discontinued operations in the parent company for 2009 equals the net gain on sale of the subsidiary.

13 FINANCIAL DERIVATIVES
Financial derivatives are used in the risk management of the Company’s financial activities with the purpose of obtaining economic hedging. The risk elements
of derivatives related to the issue of securities in the international capital markets (embedded derivatives) are covered through economic hedging transactions.
Financial derivatives are also used to provide the Company’s borrowers with the required foreign currency, interest rate terms and financing structure, and to
cover the interest and exchange rate risk related to financial investments. In addition, derivatives can be used to a limited extent in the trading portfolio.
The credit risk related to existing agreements is considered to be low, as all parties involved are major Norwegian and international financial institutions. All
derivative transactions are traded under ISDA (International Swaps and Derivatives Association) agreements. For a significant part of the derivative counterparties Eksportfinans has entered into master collateral agreements represented as annexes in the ISDA agreements. These credit support annexes (CSAs)
enable Eksportfinans to call for collateral if the derivative exposure exceeds set limits. A majority of the CSA agreements have daily frequency. The same strict
requirements and monitoring procedures in force for loan guarantees also apply to the Company’s counterparties under agreements related to financial derivatives. The risk of non-performance is considered in the estimates of fair value of derivative assets and liabilities.
The following overview of financial derivatives shows the nominal gross amounts and the fair value of the agreements involved (for the parent company and
the group):
Dec. 31, 2010
(NOK thousands)
Interest rate derivatives

Dec. 31, 2009

Notional

Fair value

Notional

Fair value

150,501,216

1,629,300

182,037,837

2,468,880

Currency rate derivatives

85,229,693

(420,786)

144,521,292

1,536,952

Interest and currency rate derivatives

94,405,712

109,670

54,494,208

(1,570,119)

Equity derivatives

50,911,293

(1,366,694)

47,276,415

(4,282,152)

5,000,000

837,060

5,000,000

1,035,751

44,302,879

(3,129)

45,476,829

16,976

2,454,994

370,246

5,012,350

327,875

432,805,787

1,155,667

483,818,931

(465,837)

Portfolio Hedge Agreement
108 derivatives
Other financial derivatives
TOTAL
Financial derivatives assets

15,403,160

14,343,940

Financial derivatives liabilities

14,247,493

14,809,777

1,155,667

(465,837)

NET DERIVATIVES
The notional is defined as the principal amount of the agreement at year-end.

Interest rate derivatives cover:
• Interest rate swaps – agreements to swap the nominal interest rates payable within a certain period.
• Forward rate agreements (FRAs) – agreements that fix the rate of interest to a nominal amount for a future period.
• Agreements that set floating rates of interest based on the future level of interest rates. These agreements include both interest rate options (caps, collars,
floors) and interest rate conditions based on agreed formulas in which the future floating rate of interest is a variable.

Currency rate derivatives cover:
• Forward purchases/sales agreements – agreements to purchase or sell a certain amount of foreign currency at a future date at an agreed exchange rate in
relation to another currency.
• Short-term currency swap agreements (FX swaps) – agreements to swap given amounts of foreign currency for a defined period at a pre-determined exchange rate.

Combined interest rate and foreign currency rate derivatives cover:
• Interest and foreign currency swaps – long-term agreements to swap both interest rates and the amount of foreign currency for a fixed period.
Interest and foreign currency swaps combined with other interest and foreign currency derivatives include the following:
• Agreements which set floating rates of interest based on the future level of interest rates. This covers both interest rate options (caps, collars, floors) and
interest rate conditions based on agreed formulas in which the floating rate of interest is a variable.
• Foreign currency options – agreements that offer the right – but no obligation – to sell or buy a certain nominal amount at a pre-determined rate.
• Agreements based on a future foreign exchange rate. The terms of the agreement are set on the basis of a pre-determined agreed-upon future exchange rate level.
• Call or put options – agreements that give the right to cancel the agreement before its maturity date, or to extend the agreement.
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Equity derivatives cover:
• Interest and foreign currency swaps combined with agreements that relate to the future price level of individual stocks or stock indexes in relation to a predetermined agreed-upon level.
• Interest and foreign currency swaps combined with stock options – agreements that offer the right – but no obligation – to sell or purchase a defined number
of shares at a pre-determined, agreed-upon price.

Portfolio hedge agreement (PHA):
• The background for introducing a Portfolio Hedge Agreement (PHA) back in March 2008 was to mitigate the market risk in the Company’s investment portfolio. Unrealized losses in this portfolio significantly reduced the Company’s capital base. Continuing volatility in capital markets in general and risk for further
deterioration of the Company’s capital base led to discussions on how to hedge the market risk in this portfolio. The Company was at the time of the opinion
that the unrealized losses would reverse and that hedging in the market (e.g. through Credit Default Swaps) would be very expensive. By creating a tailormade derivative with the majority of the owners that would offset market risk for the Company and at the same time give the owners all potential upside
was seen as an optimal solution.
• The negotiated PHA agreement indemnifies the Company’s former investment portfolio (now denoted the PHA portfolio) from losses from both market risk
and credit risk. The indemnification covered further losses up to NOK 5 billion, as gains or losses from inception of the agreement and until the last security
matures is at the risk of the guarantor syndicate. The NOK 5 billion limit of the guarantee is in fact a put option for the syndicate in that their potential losses
are capped at NOK 5 billion while they have all the potential upside. The Company pays a monthly fee of NOK 5 million for the guarantee. The market value
of the PHA agreement hence consists of three parts: the market value fluctuations of the underlying portfolio, the value of the put option, the net present
value of the remaining monthly fees. The portfolio market value component of the PHA agreement offsets the changes in market value of the portfolio in the
statement of financial position.
• After considering the economic hedging impact of the PHA agreement, the Company is exposed to credit risk through the risk of potential defaults among
syndicate members and both credit risk and market risk if the NOK 5 billion cap is reached. The default risk of syndicate members is monitored daily as part
of the Company’s exposure monitoring. The probability of the PHA agreement reaching the cap of the indemnification is currently negligible. Since inception
of the agreement this probability has had a maximum of approximately 0.5 percent in November 2008 where around NOK 2.7 billion of the NOK 5 billion
was utilized. Currently, only NOK 1 billion of the cap is utilized. Furthermore, the portfolio is currently smaller due to maturities (no additional investments
are done in the portfolio) further reducing the probability of reaching the cap.
• All of the portfolios securities are classified as level 2 and modeled using an index mapping model mapping each security's spread change during a month to a
combination of one liquidity index factor and one credit index factor. There is an ongoing discussion whether index mapping or external model based quotes
is the best representation of fair value and through 2010 the Company believes the index mapping method gives the best estimate.

108 Agreement derivatives:
• The 108 Agreement is a government supported arrangement to facilitate lending to companies involved in the Norwegian export industry. It provides coverage of interest rate risk and foreign exchange risk for qualifying lending, borrowing and liquidity. The aim of the Agreement is to provide a fixed Norwegian
krone based margin on qualifying OECD loans by compensating for interest rates and foreign currency differences between the lending and the funding.
Settlement accounts are utilized to keep track of differences between actual amounts of lending and borrowing rates and the margin stipulated by the agreement. The net amount of settlement to be refunded by the government is included in the line item ”Other assets” in the statement of financial position.
• Certain components of the 108 Agreement which compensate the Company for gains and losses on certain lending and borrowing transactions covered by the
108 Agreement due to differences in interest rates and foreign exchange rates, meet the definition of financial derivatives in IAS 39. The following summarizes the accounting treatment for the different features of the 108 Agreement:
• The government subsidies provided to the Company are treated as government Grants in accordance with IAS 20. government grants are recognized in
income over the periods necessary to match them with the related costs which they are intended to compensate, on a systematic basis.
• Those grants relating to the variable rate borrowing meet the definition of a derivative in accordance with IAS39. On day 1, the derivative will be recorded
on the balance sheet at fair value. The corresponding entry will be posted to 'deferred revenue' in accordance with the treatment for government grants
noted above. On subsequent measurements of the derivative, the changes in its fair value will be recorded in the income statement.
• Those grants relating to fixed rate borrowings and loans and denominated in NOK currency, do not meet the definition of a derivative in accordance with
IAS39.
• Grants denominated in a foreign currency meet the definition of a derivative in accordance with IAS39. The foreign currency component would not be separated from the entire agreement contract. Therefore the valuation of the derivative would include the foreign currency component plus the fixed margin
relating to the fixed rate loans and borrowings. Similar to the treatment described in the second bullet point above, the initial gain would be deferred and
the subsequent changes in the fair value of the derivative would be recognized in the income statement.
• The embedded derivatives in the 108 Agreement are recognized in the balance sheet as an asset or a liability depending on the net fair value of the derivatives at the reporting date.

Other financial derivatives cover:
• Interest and foreign currency swaps combined with agreements that provide the option to receive physical securities (such as U.S. Treasury bonds) in exchange for the nominal amount of the agreement.
• Credit linked swaps – interest rate swaps combined with agreements where both maturity date and final payments are linked to a specific credit in the form
of one or several bonds.
• Commodity derivatives – interest and foreign currency swaps combined with agreements which relate to the future price level of a commodity or commodity
index in relation to a pre-determined agreed price.
The financial derivatives as described above are used in the risk management of the Company with the purpose of obtaining economic hedging. For a quantitative analysis of the impact of these economic hedging relationships, see note 31.4.
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14 LOANS DUE FROM CREDIT INSTITUTIONS AND CUSTOMERS
Loans due from credit institutions
PARENT COMPANY

1)

GROUP

Dec. 31, 2010

Dec. 31, 2009

(NOK thousands)

3,932,256

4,523,484

Cash equivalents

469,911

3,679,982

Other bank deposits and claims on banks

26,289,889

26,325,312

Loans to other credit institutions, nominal amount

12,882,049

30,058,114

Loan to KLP Kreditt AS, nominal amount

(560,159)

(460,784)

43,013,946

64,126,108

1)

2)

Accrued interest and adjustment to fair value on loans
TOTAL

Dec. 31, 2010

Dec. 31, 2009

3,932,256

4,523,484

469,911

3,679,982

26,289,889

26,325,312

12,882,049

30,058,114

(560,159)

(460,784)

43,013,946

64,126,108

Cash equivalents are defined as bank deposits with maturity of less than 3 months.

The Company has acquired certain loan agreements from banks for which the bank provides a repayment guarantee, therefore retaining the credit risk of the

2)

loans. Under IFRS these loans classify as loans to credit institutions.
Loans due from customers:
PARENT COMPANY

GROUP

Dec. 31, 2010

Dec. 31, 2009

84,239,760

65,818,915

855,638

858,216

85,095,398

66,677,131

(NOK thousands)
Loans due from customers, nominal amount
Accrued interest and adjustment to fair value on loans
TOTAL

Dec. 31, 2010

Dec. 31, 2009

84,239,760

65,818,915

855,638

858,216

85,095,398

66,677,131

Total loans:
Nominal amounts related to loans due from credit institutions and customers, respectively, from the two previous tables are included in the following analysis.
PARENT COMPANY
Dec. 31, 2010

GROUP

Dec. 31, 2009

(NOK thousands)

Dec. 31, 2010

Dec. 31, 2009

26,289,889

26,325,312

Loans due from other credit institutions

26,289,889

26,325,312

12,882,049

30,058,114

Loan to KLP Kreditt AS

12,882,049

30,058,114

39,171,938

56,383,426

Loans due from credit institutions

39,171,938

56,383,426

84,239,760

65,818,915

Loans due from customers

84,239,760

65,818,915

123,411,698

122,202,341

TOTAL NOMINAL AMOUNT

123,411,698

122,202,341

See note 2.6.2.2 for a description of which loans are measured at amortized cost and which are measured as at fair value through profit or loss.
Loans by categories:
PARENT COMPANY

GROUP

Dec. 31, 2010

Dec. 31, 2009

88,094,670

83,374,405

35,317,028

38,827,936

123,411,698

122,202,341

45,376,319

36,376,587

31,992,041

28,346,792

22,448,043
12,882,049

(NOK thousands)

Dec. 31, 2010

Dec. 31, 2009

Commercial loans

88,094,670

83,374,405

Government-supported loans

35,317,028

38,827,936

123,411,698

122,202,341

Ships

45,376,319

36,376,587

Capital goods

31,992,041

28,346,792

16,651,595

Export-related and international activities *)

22,448,043

16,651,595

30,058,114

Loan to KLP Kreditt AS

12,882,049

30,058,114

TOTAL NOMINAL AMOUNT

5,718,516

5,778,227

Direct loans to Norwegian local government sector

5,718,516

5,778,227

4,943,000

4,943,000

Municipal-related loans to other credit institutions

4,943,000

4,943,000

51,730

48,026

123,411,698

122,202,341

98,000,552

95,629,250

Loans to employees
TOTAL NOMINAL AMOUNT
Amount included that is expected to be settled after more than twelve months

51,730

48,026

123,411,698

122,202,341

98,000,552

95,629,250
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*)

Export-related and international activities consist of loans to the following categories of borrowers:

PARENT COMPANY

GROUP

Dec. 31, 2010

Dec. 31, 2009

Dec. 31, 2010

Dec. 31, 2009

7,263,680

8,260,042

Banking and finance

7,263,680

8,260,042

5,775,762

5,237,282

Real estate management

5,775,762

5,237,282

4,757,279

3,051,932

Consumer goods

4,757,279

3,051,932

Oil and gas

2,935,219

25,273

Renewable energy

1,425,110

0

263,538

39,715

2,762

7,513

2,935,219

25,273

1,425,110

0

263,538

39,715

2,762

7,513

342

1,011

24,351

28,827

22,448,043

16,651,595

(NOK thousands)

Aviation and shipping
Aluminum, chemicals and minerals
Engineering and construction
Other categories
TOTAL NOMINAL AMOUNT

342

1,011

24,351

28,827

22,448,043

16,651,595

15 INVESTMENTS IN GROUP COMPANIES
Investments in group companies formerly consisted of shares in Kommunekreditt (until its sale in 2009), located in Beddingen 8, Trondheim, Norway, and
shares in eFunding AS (until its dissolution in 2010), located in Dronning Mauds gate 15, Oslo, Norway.
eFunding

Number of shares beginning of year

0

100,000

Ownership percentage beginning of year

0

100

Number of shares end of year

0

0

Ownership percentage end of year

0

0

(NOK thousands)

Kommunekreditt

eFunding

Total

Company share capital

500,000

100

500,100

Share of equity at the time of acquisition

111,324

100*

Goodwill at time of acquisition
Acquisition cost

Balance sheet value January 1, 2009

6,680

0

118,004

100

118,104

518,004

100

518,104

(518,004)

0

(518,004)

Balance sheet value December 31, 2009

0

100

100

Balance sheet value January 1, 2010

0

100

100

Dissolution

0

(100)

(100)

Balance sheet value December 31, 2010

0

0

0

Balance sheet value of shares sold

*) Share capital at the date of establishment.
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16 INTANGIBLE ASSETS
The Company’s intangible assets consist mainly of software systems.
PARENT COMPANY

GROUP

Internally
generated

Other
intangible
assets

Internally
generated

Other
intangible
assets

Total

Total

7,336

19,489

26,825

1,055

6,862

7,917

Book value at Jan. 1, 2009

7,336

19,489

26,825

Additions during the year

1,055

6,862

1,915

6,854

8,769

7,917

Depreciation during the year

1,915

6,854

6,476

19,497

8,769

25,973

Book value at Dec. 31, 2009

6,476

19,497

25,973

14,286
7,810

82,255

96,541

Cost at Dec. 31, 2009

14,286

82,255

96,541

62,758

70,568

Total accumulated depreciation at Dec. 31, 2009

7,810

62,758

70,568

6,476

19,497

25,973

Book value at Dec. 31, 2009

6,476

19,497

25,973

6,476

19,497

25,973

Book value at Jan. 1, 2010

6,476

19,497

25,973

500

3,141

3,641

Additions during the year

500

3,141

3,641

2,157

7,248

9,405

Depreciation during the year

2,157

7,248

9,405

4,819

15,390

20,209

Book value at Dec. 31, 2010

4,819

15,390

20,209

14,786

79,430

94,216

Cost at Dec. 31, 2010

14,786

79,430

94,216

9,967

64,040

74,007

Total accumulated depreciation at Dec. 31, 2010

9,967

64,040

74,007

4,819

15,390

20,209

Book value at Dec. 31, 2010

4,819

15,390

20,209

3-7 years

3-7 years

3-7 years

3-7 years

3-7 years

3-7 years

14-33 %

14-33 %

14-33 %

14-33 %

14-33 %

14-33 %

(NOK thousands)

Useful life
Depreciation rates

Depreciation of intangible assets is included in the line item 'Depreciation' in the statement of comprehensive income.
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17 PROPERTY, EQUIPMENT AND INVESTMENT PROPERTY
PARENT COMPANY

GROUP

Equipment

Buldings
and land at
own use

Investment
property

Total

Equipment

Buldings
and land at
own use

Investment
property

Total

10,353

131,968

73,765

216,086

11,689

131,968

73,765

217,422

3,295

417

0

3,712

Additions during the year

3,295

417

0

3,712

366

0

0

366

Disposals during the year

366

0

0

366

0

0

0

0

0

0

0

0

3,313

5,146

3,153

11,612

Depreciation during the year

3,313

5,146

3,153

11,612

Disposals during the year: sale of subsidiary

1,336

0

0

1,336

9,969

127,239

70,612

207,820

Book value at Dec. 31, 2009

9,969

127,239

70,612

207,820

79,441

144,939

81,460

305,840

Cost at Dec. 31, 2009

84,674

144,939

81,460

311,073

69,472

17,700

10,848

98,020

Total accumulated depreciation at Dec. 31, 2009

74,705

17,700

10,848

103,253

9,969

127,239

70,612

207,820

9,969

127,239

70,612

207,820

(NOK thousands)

Book value at Jan. 1, 2009

Impairment / (reversal of impairment)

Book value at Dec. 31, 2009

9,969

127,239

70,612

207,820

Book value at Jan. 1, 2010

9,969

127,239

70,612

207,820

2,353

5,071

3,108

10,532

Additions during the year

2,353

5,071

3,108

10,532

4

0

0

4

Disposals during the year

4

0

0

4

3,125

6,517

3,994

13,636

Depreciation during the year

3,125

6,517

3,994

13,636

9,193

125,793

69,726

204,712

Book value at Dec. 31, 2010

9,193

125,793

69,726

204,712

81,790

150,010

84,568

316,368

Cost at Dec. 31, 2010

87,023

150,010

84,568

321,601

72,597

24,217

14,842

111,656

Total accumulated depreciation at Dec. 31, 2010

77,830

24,217

14,842

116,889

9,193

125,793

69,726

204,712

Book value at Dec. 31, 2010

9,193

125,793

69,726

204,712

3-7 years *)

10-67 years

10-67 years

3-7 years *)

10-67
years

10-67
years

14-33 %

0-10 %

1.5-10 %

14-33 %

0-10 %

1.5-10 %

Useful life
Depreciation rates

*) Equipment includes art with NOK 1,939 thousand at December 31, 2009 and NOK 2,032 thousand at December 31, 2010. Art is not depreciated.
Income and expenses related to the investment property are specified in note 7 and 10 respectively.

The fair value of the investment property at the balance sheet date is estimated to approximately NOK 157 million . This is based on estimates prepared by a
qualified, independent valuer as of December 31, 2008, NOK 157 million, and updated by the Company by the use of publicly available industry indices (OPAK)
as of December 31, 2010.

18 OTHER ASSETS
PARENT COMPANY
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GROUP

Dec. 31,2010

Dec. 31,2009

887,426

799,682

2,952,537

2,975,755

7,423

7,750

3,847,386

3,783,187
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(NOK thousands)
Settlement account 108 Agreement
Cash collateral
Other
TOTAL

Dec. 31,2010

Dec. 31,2009

887,426

799,682

2,952,537

2,975,755

7,423

7,850

3,847,386

3,783,287

19 BORROWINGS THROUGH THE ISSUE OF SECURITIES
Eksportfinans’ long term funding strategy is to be a frequent and diversified issuer in terms of markets and investors. The Company funds itself through the
issuance of bond debt and commercial paper in the international capital markets. Bond debt is primarily issued off the company’s Euro Medium Term Note
Programme as well as its US Medium Term Note Program. Commercial paper is issued using the company’s US Commercial Paper Program as well as its Euro
Commercial Paper Program.
The company issues public benchmark bonds (primarily in USD) as well as smaller medium term notes / private placements. Public benchmark bonds are
driven by the Company and are designed to manage the company’s liquidity position in terms of size and maturity. Medium term notes / private placements
are generally issued on an investor reverse enquiry basis and tend to be smaller and shorter in maturity by nature and in a number of currencies. These bonds
range from being plain vanilla to having a structured coupon and / or redemption amount. The type of structure is dictated by the investor and can be issued
by the Company providing it meets with internal approval and risk systems. All funding transactions are arranged by dealers from the Company’s debt issuance
programs; the Company does not arrange any of its own bond issues and does not discuss terms directly with investors on specific transactions.
All bond debt issuance is swapped back into Libor in one of the company’s base currencies; US Dollar, Euro or Norwegian Kroner. The Company does not
take market views through its bond debt issuance and hedges itself against market risk on a trade by trade basis.
The Company issues debt in accordance with demand on the lending side of the business and communicates an expected annual issuance size at the
beginning of each calendar year. Total new funding in 2010 amounted to NOK 72.2 billion through 721 individual bond issues compared to NOK 69.3 billion
and 1023 issues in 2009. A continuous programme of investor and arranger marketing is carried out by the funding team in order to thoroughly explain the
Company’s credit.
Commercial paper is primarily used for bridge financing as and when required.
Outstanding amounts and interest rates related to bond debt and commercial paper debt:
PARENT COMPANY

GROUP

2010

2009

186,401,745

197,634,252

216,261,044
205,568,061
2,47 %

2,97 %

(NOK thousands)

2010

2009

Amount outstanding at year-end

186,401,745

197,634,252

246,368,873

Maximum amount oustanding

216,261,044

246,368,873

216,705,666

Average amount outstanding

205,568,061

216,705,666

2,47 %

2,97 %

Average interest rate

Structure composition of bond debt and commercial paper debt:
PARENT COMPANY

GROUP

2010

2009

98,856,426

114,412,734

43,605,918
26,159,771
2,342,445

3,398,547

15,437,185

13,969,663

186,401,745

197,634,252

(NOK thousands)

2010

2009

Non-structured

98,856,426

114,412,734

39,996,106

Equity linked

43,605,918

39,996,106

25,857,202

Foreign exchange linked

26,159,771

25,857,202

Commodity linked
Other structures
TOTAL

2,342,445

3,398,547

15,437,185

13,969,663

186,401,745

197,634,252

20  LOANS TO ELECTED OFFICERS
No loans have been provided to any elected officers, except for loans to the employees’ representatives, which are included in loans to employees in note 14.
No loans have been provided to companies in which Eksportfinans’ board members, members of the control committee or chairman of the council of representatives are board members as of December 31, 2010. Bank deposits are not defined as loans. These loans are granted as loans at ordinary terms to customers.

21 PROVISIONS
PARENT COMPANY

GROUP

Dec. 31,2010

Dec. 31,2009

77,932

72,302

17,964
95,896

(NOK thousands)

Dec. 31,2010

Dec. 31,2009

Pensions

77,932

72,302

16,687

Salaries and social security

17,964

16,687

88,989

TOTAL

95,896

88,989
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22 OTHER LIABILITIES
PARENT COMPANY

GROUP

Dec. 31,2010

Dec. 31,2009

333,179

308,771

6,448,707

4,785,833

176,634

0

216,107

29,286

7,174,627

5,123,890

(NOK thousands)
Grants to mixed credits
Cash collateral

Dec. 31,2010

Dec. 31,2009

333,179

308,771

6,448,707

4,785,833

Interim bank liability

176,634

0

Other short-term liabilities *)

216,107

29,286

7,174,627

5,123,890

TOTAL

*) Dividends on preference share capital is included

23 SUBORDINATED DEBT
PARENT COMPANY

GROUP

Dec 31, 2010

Dec 31, 2009

1,225,774

1,093,313

330,301

326,603

82,575

81,651

1,638,650

1,501,567

(NOK thousands)

Dec 31, 2010

Dec 31, 2009

1,225,774

1,093,313

USD 60 millions, 0.47 %, due 2016

330,301

326,603

USD 15 millions, 0.46 %, due 2016

82,575

81,651

1,638,650

1,501,567

JPY 15 bilions, 4.80 %, due 2015

TOTAL

Under swap agreements that have been arranged for the loans, the Company’s interest obligation is at a variable rate in USD. The conditions comply with the requirements
of Finanstilsynet (the Norwegian Financial Supervisory Authority) for additional capital.

24 CAPITAL CONTRIBUTION SECURITIES
The Company’s capital contribution securities consist of one loan of GBP 50 million at 5.918 percent fixed rate per annum. Under a 10-year swap agreement
that has been arranged for the loan, the Company’s interest obligation is at a variable rate.
The capital contribution securities are perpetuals, but the Company has a unilateral right to call the securities at February 19, 2013 and every third month
thereafter, at face value. The conditions comply with the requirements of Finanstilsynet (the Norwegian Financial Supervisory Authority) for core capital.
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25 SHAREHOLDERS
At the end of 2010, Eksportfinans ASA had a share capital of NOK 2,771,097 thousand, divided into 263,914 authorized shares of nominal value NOK 10,500.
In addition, the Company has issued one preference share with the same nominal value. All shares are fully paid.
December 31, 2010

DnB NOR Bank ASA

December 31, 2009

Number
of shares

Ownership
percentage

Number
of shares

Ownership
percentage

105,557

40,00

105,557

40,00

Nordea Bank Norge ASA

61,246

23,21

61,246

23,21

The Norwegian State, the Ministry of Trade and Industry

39,588

15,00

39,588

15,00

Danske Bank A/S

21,348

8,09

21,348

8,09

Sparebanken Øst

12,787

4,84

12,787

4,84

Sparebanken Møre

3,551

1,35

3,551

1,35

Sparebanken Hedmark

3,499

1,33

3,499

1,33

Sparebanken Sør

3,497

1,32

3,497

1,32

Sparebanken Sogn og Fjordane

3,478

1,31

3,478

1,31

Sparebanken Vest

2,638

1,00

2,638

1,00

SpareBank 1 SMN

1,857

0,70

1,857

0,70

Voss Veksel og Landmandsbank ASA

1,050

0,40

1,050

0,40

Fana Sparebank

943

0,36

943

0,36

Handelsbanken,

563

0,21

563

0,21

Sparebanken Pluss

529

0,20

529

0,20

Helgeland Sparebank

377

0,14

377

0,14

SpareBank 1 Volda Ørsta

296

0,11

296

0,11

SpareBank 1 Ringerike

235

0,09

235

0,09

SpareBank 1 Modum

188

0,07

188

0,07

SpareBank 1 Buskerud-Vestfold

188

0,07

188

0,07

SpareBank 1 Nøtterøy-Tønsberg

174

0,06

174

0,06

Haugesund Sparebank

94

0,04

94

0,04

SpareBank 1 Gran

94

0,04

94

0,04

BNP Paribas, Oslo Branch

83

0,03

83

0,03

SpareBank 1 Halden

38

0,02

38

0,02

Skudenes & Aakra Sparebank

17

0,01

17

0,01

263,915

100

263,915

100

TOTAL

In addition to 263,914 ordinary shares with a nominal value of NOK 10,500 per share, the Company has issued one preference share with a nominal value of
NOK 10,500. The preference share is owned by the Norwegian government and was issued in relation to an agreement with the government on January 29,
2009. This share is classified as a financial liability in the balance sheet (see note 2.18). All shares, both ordinary shares and the preference share, represent
one vote.
A shareholder agreement exists between the major and some of the minor shareholders, whereby they have given each other the priority to acquire any
shares the others may sell in Eksportfinans ASA. The shareholder agreement comprises 71 percent of the shares.

26 RESERVES WITHIN EQUITY
The share premium reserve is a requirement by Norwegian legislation. Allocations to this reserve are to be made for share premium in connection with the
subscription for shares.
The reserve for unrealized gains is a requirement by Norwegian legislation. Allocations to this reserve are to be made in the parent company accounts for,
with a few exceptions, positive differences between carrying value and amortized cost of financial assets and liabilities measured at fair value. Reserves are
also made for the difference between fair value of buildings and land (measured at fair value at the transition to IFRS) as of January 1, 2006, and the value as
of December 31, 2005 under the previous GAAP. The latter difference is reduced each year with depreciation of the revaluation amount.
Both reserves represent restricted equity that cannot be distributed as dividend.
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27 CAPITAL MANAGEMENT
The primary objectives of the Company’s capital management are to have a sound capital base and to ensure the Company’s high credit rating from the
international rating agencies and compliance with externally imposed capital requirements, in order to support its business and to provide returns for
shareholders and benefits for other stakeholders.
Eksportfinans maintains an actively managed capital base to cover risks inherent in the business. The adequacy of Eksportfinans capital is monitored
using, among other measures, the rules and ratios established by the Basel Committee on Banking supervision (‘BIS rules/ratios‘) and adopted by "Finanstilsynet", the financial supervisory authority of Norway.
Capital adequacy is rising and currently above the internally set core capital adequacy objective of 10 percent. The Company has through the year had
stable and high access to funding and has neither needed to draw on committed repo lines nor the borrowing facility entered into with the Norwegian government.
Dividend is determined with the aim to ensure an adequate level of growth and profitability for Eksportfinans as well as a satisfactory return for the shareholders. On February 28, 2011, the board proposed a dividend of NOK 500 million related to the fiscal year 2010. Although still a part of equity in the balance
sheet as of December 31, 2010, the dividend is included as a deduction from the core capital in the calculations below, in accordance with Norwegian capital
adequacy regulations.
Through the ICAAP-process, the board has decided that the company should aim for a regulatory core capital of 10 percent. The general minimum core capital requirement, according to the Norwegian capital adequacy regulations, is 4 percent. The minimum total risk capital requirement is 8 percent. The add on up
to 10 percent takes internal capital adequacy assessments of key perceived risk factors for the Company as well as future changes in regulations into account.
During the past year, Eksportfinans has complied with all its statutory capital requirements.
Risk capital (for the parent company and the group):

(NOK thousands and as percentage of risk-weighted assets and off-balance)
Share capital
Share premium reserve

Dec. 31, 2010

Dec. 31, 2009

2,771,097

2,771,097

176,586

176,586

70,551

403,095

Other equity

2,137,289

2,056,751

Total equity

5,155,523

5,407,529

Reserve for unrealized gains

Declared dividends

500,000

700,000

Capital contribution securities

453,400

465,850

1,037,678

1,358,208

Deductions
Additions

5,959

Total core capital:

4,077,204

Subordinated debt

4,124
12,7 %

3,819,295

1,518,510

1,371,773

Capital contribution securities not included in core capital

0

0

Deductions

0

0

46,097

46,097

Additions

9,7 %

Additional capital:

1,564,607

4,9 %

1,417,870

3,6 %

Total risk capital

5,641,811

17,6 %

5,237,165

13,3 %

Risk-weighted balance sheet and off-balance sheet items (for the parent company and the group):

(NOK thousands)

Dec. 31, 2009

Weighted value

Book value

Weighted value

Loans to and receivables due from credit institutions

43,013,946

8,602,789

64,126,108

12,825,222

Loans to and receivables due from customers

85,095,398

9,007,538

66,677,131

8,151,892

Securities

67,920,880

8,884,743

76,089,636

11,580,863

of which held for trading
Financial derivatives
Other assets
Total assets on balance
Off-balance sheet items
Operational risk
Foreign currency exchange risk
Total risk-weighted assets
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Dec. 31, 2010
Book value
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49,243,562

5,228,236

46,130,740

5,752,071

15,403,160

2,344,376

14,343,940

2,599,070

4,116,041

209,468

4,017,084

806,672

215,549,425

29,048,915

225,253,899

35,963,718

358,333

465,232

2,577,477

2,689,000

0

162,129

31,984,725

39,280,079

28 CASH AND CASH EQUIVALENTS
For the purposes of the cash flow statement, cash and cash equivalents comprise the following balances
with less than three months maturity from the date of acquisition:
PARENT COMPANY

GROUP

Dec. 31, 2010

Dec. 31, 2009

5

4

77,277

95,749

1,813,258

1,277,628

2,041,721

3,150,103

3,932,261

4,523,484

(NOK thousands)
Cash

Dec. 31, 2010

Dec. 31, 2009

5

4

77,277

95,749

Balances with foreign banks

1,813,258

1,277,628

Bank deposits with maturity less than three months

2,041,721

3,150,103

TOTAL CASH AND CASH EQUIVALENTS

3,932,261

4,523,484

Balances with Norwegian banks

The amounts are included in the balance sheet line item ‘Loans due from credit institutions’.

29 FINANCIAL RISK MANAGEMENT
Risk management structure
Risk management structure
Eksportfinans seeks to monitor and control risk exposure through a variety of separate but complementary financial, credit, operational, compliance and
legal reporting systems. In addition, a number of committees are responsible for monitoring risk exposures and have general oversight of the Company’s
risk management process as described further below. The board of directors ("the board") has developed guidelines for loans to the export lending industry,
liquidity management, funding, interest rate exposure, currency risk exposure, liquidity risk and credit exposure for the Company.

Organization
The director of Risk Management reports directly to the Company’s CEO. Risk Management has responsibility for conducting company-wide compliance such
as counterparty credit quality checks and risk limit checks against guidelines, as well as risk pricing, asset and liability projections, sensitivity analysis and
mark to market calculations for external reporting.
The team responsible for the day-to-day management of market risk is referred to as the internal bank and is located under capital markets, independent
of the Risk Management Group overseeing risk. The internal bank has the operative responsibility of the main hedging activities in the market as well as
controlling the liquidity by monitoring short term borrowing programs, asset liability gaps, maturity gaps, market conditions and market projections. In
addition to the day to day work of the Risk Management Group the Company has four risk committees.

Committees overseeing the risk:
•
•
•
•

The
The
The
The

Group of Managing directors
Credit Committee
Asset and Liability Committee
Product Approval Committee
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30 CREDIT RISK
Credit risk represents the loss that Eksportfinans would incur if one or several counterparties or issuers of securities or other instruments that the Company
holds, fail to perform under their contractual obligations to Eksportfinans, or upon a deterioration of credit quality of the third parties whose securities or
other instruments, including over-the counter (OTC) derivatives that Eksportfinans holds.
Credit risk arises from lending transactions, financial investments and derivative transactions. Most export loans are fully credit enhanced, normally with
guarantees from financial institutions or governments.
Eksportfinans relies on domicile country as well as credit ratings and analyses from the major rating agencies (FitchRatings, Moody’s Investor Services and
Standard & Poor’s) to monitor the credit quality of all guarantors and credit counterparties in the financial investments and derivatives portfolios. (As from
December 2010 Eksportfinans chose to discontinue it's subscription of ratings from FitchRatings and will going forward be rated by Moody's and Standard &
Poor's only). If a counterparty has no rating from the three international agencies the Company uses internal ratings published by the Company’s main owner
banks for some Norwegian, Swedish, Danish and Finnish counterparties. These “shadow ratings” are well known and widely used in the market by other institutions. Reports are provided regularly to senior management and the board. Eksportfinans does not perform extensive analyses of the creditworthiness of its
borrowers, but instead relies on guarantees and other forms of support for the loans.
The following table presents loans by type of security/exposure:
PARENT COMPANY

GROUP

Dec. 31, 2010

Dec. 31, 2009

32,2

21,6

1,7

1,7

33,9

23,3

(Percent)
Government guarantees
Loans to and guarantees from Norwegian local authorities
Public sector borrowers/guarantors

Dec. 31, 2010

Dec. 31, 2009

32,2

21,6

1,7

1,7

33,9

23,3

31,1

28,2

Guarantees from Norwegian banks

31,1

28,2

20,3

35,4

Loans to Norwegian banks

20,3

35,4

14,4

12,8

Guarantees from banks in OECD countries

14,4

12,8

0,3

0,3

100,0

100,0

123,411,698

122,202,341

Other
TOTAL
Total nominal amount in NOK thousands (from note 14)

0,3

0,3

100,0

100,0

123,411,698

122,202,341

All guarantees obtained from banks to support Eksportfinans’ loans are unconditional and irrevocable, whereas guarantees from the Norwegian
Guarantee Institute for Export Credits (GIEK) or insurance companies are given subject to certain conditions and limitations, as discussed below.
Guarantees issued by GIEK, insurance companies and banks, generally cover principal, interest and, in most cases, interest on payments past due
and expenses.
Guarantees issued by GIEK or insurance companies cover political risks (war, internal disturbances, border closings, new legislation, moratoria or the failure
by a foreign government or governmental institution to perform its obligations under the credit agreement) and/or commercial risks (the failure by the borrower to perform its obligations under the credit agreement). The terms of guarantees issued by the Guarantee Institute generally provide that claims under
the guarantees are payable six months from the date of the borrower’s default.
GIEK’s cover of political risks is 100 percent of a loan, and its maximum cover for commercial risks is 90 percent.
To date, substantially all export-related loans (collateralized loans included) have been made against guarantees from Norwegian and foreign banks,
guarantees issued by the Norwegian government, GIEK and other Norwegian governmental agencies, and guarantees provided by insurance companies.
The portfolio of securities consists mainly of money market instruments, certificates of deposit, bank deposits, senior bank obligations and triple-A rated asset backed securities (ABSs). The Company's portfolio of derivative transactions consists of interest rate swaps and currency swaps as well as structured swaps
to swap the structured market risk exposure only from structured funding to plain floating interest risk. All swaps are done with financial institutions with high
credit ratings. Eksportfinans has no and has had no investments in any sub-prime securities.

30.1 Credit risk measurement
Credit exposure is calculated based on the nominal amount of the loan guarantee or the nominal amount of the financial investment with a counterpart. Credit
losses from export loans will only occur if both the borrower and the guarantor fail to fulfill contractual payments or obligations. This double line of defense
is not taken into account in the day-to-day exposure measurement. For non-guaranteed loans, exposure is measured directly against the debtor’s credit limit
based on the debtor’s credit rating.
The exposure related to derivative contracts is based on the mark-to-market value of the contracts, and is converted into a measure of credit risk in order
to reflect that the counterparties might not meet their contractual obligations. The exposure is measured by calculating the net market value of all eligible
transactions with the counterparty, including an add-on for each contract to take account of the potential future exposure that may arise from changes in
market factors such as interest- or currency rates. The add-on for a position is a rising function of time to maturity and market volatility in the risk factors
(i.e. interest rate curve or currency volatility) of the transaction. The add-on is also a function of the exposure type. For example the add-on of an interest
derivative swap will be different for a currency swap with the same maturity and notional amount.
The Company has had no credit derivative contracts since July 2007 except abovementioned structured swaps which offsets credit linked structured
coupon in structured bond issues. Those swaps and bonds in sum hence do not expose the Company to credit linked risk.
Counterparty exposures are subject to an annual credit assessment. The exposure is mostly towards the OECD (Organization for Economic Co-operation and
Development) area, mainly related to Norwegian and European counterparties. The largest counterparties as per year end are KLP (as Eksportfinans provides
funding to the daughter company Kommunekreditt which was acquired from Eksportfinans), The Kingdom of Norway (through GIEK), and DnB NOR Bank.
The exposure to KLP to fund Kommunekreditts loans has municipality loans as irrevocable guarantees, hence the counterparty risk is lower than for a direct
exposure to Norwegian municipalities. The Company has also extended some payment guarantees to support the Norwegian export industry, see note 32.3.
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30.2 Risk limit control and mitigation policies
Credit limits are determined on the basis of Eksportfinans’ risk capital, as well as the counterparty’s rating, size and risk capital. Maximum limits are subject
to the statutory limitations for large exposures to individual clients. In addition to limits on counterparty exposure the Company also has maximum limits on
country exposure, counterparty type (sovereign, non-sovereign) and type of exposure to reduce concentration risk.
All derivative contracts are governed by master agreements developed by the International Swaps and Derivatives Association (ISDA). These agreements assure, for example, that netting is legally enforceable. Some of these agreements also contain provisions that require the posting of collateral in order to reduce
counterparty exposure. These provisions include Credit Support Annexes (CSAs) that define collateral type and amounts to be transferred or received. This
effectively ensures that if derivative exposures exceed pre-agreed limits, the counterparty with the positive exposure (which is now ’too high‘) can require the
counterparty to transfer collateral to a dedicated neutral account. The transferred collateral will be netted in a situation of default. Thus the CSA agreement effectively ensures that the counterparty credit exposure is capped at the agreed upon limit.
Eksportfinans has CSA agreements with around 50 different counterparties as of December 31, 2010 about the same as of December 31, 2009. Among 60
percent of the CSA's have daily collateral exchange. Eksportfinans accepts only cash as collateral. As of December 31, 2010, 90 percent of total number of
derivative transactions and 87 percent of total derivative exposure are covered under CSA agreements.
The following table shows posted and received collateral from these agreements (for the parent company and the group):
(NOK thousands)

Dec. 31, 2010

Dec. 31, 2009

Posted

2,952,537

2,975,755

Received

6,448,707

4,785,737

(3,496,170)

(1,809,982)

NET AMOUNT

30.3 Maximum credit risk exposure
Eksportfinans monitors its maximum exposure by excluding collateral or other credit enhancements. The table below displays this maximum exposure as of
December 31:
PARENT COMPANY

GROUP

Dec. 31, 2010

Dec. 31, 2009

29,810,576

33,596,652

(NOK thousands)
Loans due from credit institutions

Dec. 31, 2010

Dec. 31, 2009

29,810,576

33,596,652

49,256,241

27,295,907

Loans due from customers

49,256,241

27,295,907

49,042,532

69,910,685

Loans at amortized cost

49,042,532

69,910,685

67,920,880

76,089,636

Securities

67,920,880

76,089,636

15,403,160

14,343,940

Financial derivatives 1)

15,403,160

14,343,940

3,847,386

3,783,187

3,847,386

3,783,187

Other assets

1) Represent financial derivatives with positive mark-to-market values, netting effect is not included.
Cash collateral received related to the credit exposure for financial derivatives is specified in note 30.2. Credit enhancements for securities exist in the form of
the indemnification agreement (Portfolio Hedge Agreement – PHA) described in note 13. Credit quality of securities and loans are described in note 30.5.
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30.4 Loans past due or impaired
Due from credit institutions:
PARENT COMPANY
Dec. 31, 2010

GROUP

Dec. 31, 2009 (NOK thousands)

Dec. 31, 2010

Dec. 31, 2009

0

0 Interest and principal instalment 1-30 days past due

0

0

0

0 Not matured principal on loans with payments 1-30 days past due

0

0

0

0 Interest and principal instalment 31-90 days past due

0

0

0

0 Not matured principal on loans with payments 31-90 days past due

0

0

493,127

408,500

493,1271)

408,5001) Interest and principal instalment more than 90 days past due

0

0 Not matured principal on loans with payments more than 90 days past due

493,127

408,500 TOTAL LOANS THAT ARE PAST DUE

0

0

493,127

408,500

0

0 Relevant collateral or guarantees received

0

0

0

0 Estimated impairments on loans measured at amortized cost

0

0

Due from customers:
PARENT COMPANY
Dec. 31, 2010
30,306
608,492

27,886
199,454

17,441
452,549

GROUP

Dec. 31, 2009 (NOK thousands)
4,829 Interest and principal instalment 1-30 days past due
11,886 Not matured principal on loans with payments 1-30 days past due

6,882 Interest and principal instalment 31-90 days past due
47,289 Not matured principal on loans with payments 31-90 days past due

7,955 Interest and principal instalment more than 90 days past due
58,414 Not matured principal on loans with payments more than 90 days past due

Dec. 31, 2010

Dec. 31, 2009

30,306

4,829

608,492

11,886

27,886

6,882

199,454

47,289

17,441

7,955

452,549

58,414

1,336,128

137,255 TOTAL LOANS THAT ARE PAST DUE

1,336,128

137,255

1,336,128

137,255 Relevant collateral or guarantees received

1,336,128

137,255

0

0

0

0 Estimated impairments on loans measured at amortized cost

1) NOK 493,127 thousand as of December 31, 2010 and NOK 408,500 thousands as of December 31, 2009 relates to direct exposure towards Icelandic banks, and are as of
the balance sheet date not considered guaranteed in a satisfactory manner. The fair value of these loans recognized in the balance sheet was NOK 136,103 thousand as
of December 31, 2010 and NOK 98,040 thousands as of December 2009.
The change in fair value in the period is reflected in the line item ‘Net gains/losses on financial instruments at fair value‘. Apart from the fair value adjustments already
recognized in the statement of comprehensive income, related to the exposure towards the Icelandic banks discussed above, the Company considers all other receivables
to be secured in a satisfactory manner. For these transactions, amounting to NOK 1,336,128 thousands, the Norwegian government, through the Guarantee Institute for
Export Credit (GIEK), guarantees approximately 78 percent of the amounts in default. The remaining 22 percent are guaranteed by private banks, most of them operating
in Norway. Claims have already been submitted in accordance with the guarantees.
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30.5 Credit quality of securities and loans
Credit quality of securities
The tables below show the credit quality of debt securities, treasury bills and equivalents by rating agency designation, based on Standard & Poor’s, or their
equivalent, credit rating of the issuers (for the parent company and the group):
December 31, 2010
Treasury bills or
equivalent

Trading
securities *

Total
amount

Total
in %

7,704,517

18,269,025

59,854

5,825,066

3,047,403

25,973,542

38 %

8,932,323

A+ to A-

894,873

13,898,625

13 %

10,680,005

25,473,503

Lower than A-

227,390

38 %

555,469

4,215,905

4,998,764

7%

1,808,743

734,005

2,542,748

4%

40,356,928

18,677,318

67,920,880

100 %

Treasury bills or
equivalent

Trading
securities *

Other
securities

Total
amount

Total
in %

10,108,759

18,833,612

1,070,893

30,013,264

39 %

742,726

5,428,232

6,774,373

12,945,331

17 %

1,060,430

10,238,099

14,048,028

25,346,557

33 %

Lower than A-

0

614,649

3,741,991

4,356,640

6%

No international rating

0

0

3,427,844

3,427,844

5%

11,911,915

35,114,592

29,063,129

76,089,636

100 %

(NOK thousands)
AAA
AA+ to AA-

No international rating
TOTAL

8,886,634

Other
securities

December 31, 2009
(NOK thousands)
AAA
AA+ to AAA+ to A-

TOTAL

*Trading securities is not the same as the Company’s trading portfolio, as the trading portfolio may include treasury bills or other equivalents. Other securities consist mostly of investment-grade debt and debt-related securities, mainly senior bank notes and bonds, highly rated asset-backed securities and some
bonds issued by unrated Danish and Norwegian savings banks. One single Treasury bill is rated lower than A-. This paper is guaranteed by the Irish government (Baa1/A/BBB+) and will mature in April 2011. Trading securities without international rating are issued by Danish and Norwegian savings banks. Trading
securities with rating lower than A- and other securities with lower rating than A-/no international rating are all included in the PHA agreement. The issuers of
securities or deposit-taking institutions are selected according to the same credit criteria as guarantors for loans.
Securities that are expected to be settled after more than twelve months from the balance sheet date amount to NOK 35,357 million as of December 31, 2010
(NOK 56,736 million as of December 31, 2009).
Credit quality of loans
Credit quality of loans, based on credit rating of the guarantors (for the parent company and the group):
December 31, 2010
(NOK thousands)
AAA
AA+ to AAA+ to ALower than ANo international rating
TOTAL

Export lending

Municipal lending

Other*

Total

Exposure

Exposure

Exposure

amount

Total
in %

40,851,988

14,819,220

0

55,671,208

43 %

7,677,655

2,900,000

1,856,526

12,434,181

10 %

45,989,317

3,316,500

2,177,297

51,483,114

40 %

357,621

250,000

0

607,621

0%

5,235,301

2,257,845

420,078

7,913,225

6%

100,111,882

23,543,565

4,453,901

128,109,349

100 %

Total

*Includes depo and employee loans.
December 31, 2009
(NOK thousands)
AAA
AA+ to AAA+ to A-

Export lending

Municipal lending

Other*

Total

Exposure

Exposure

Exposure

amount

in %

27,452,792

32,203,393

5,073,156

64,729,341

49 %

4,600,463

2,886,337

1,155,340

8,642,139

7%

40,875,463

2,203,001

2,221,758

45,300,222

35 %
2%

Lower than A-

2,058,961

246,845

,0

2,305,806

No international rating

6,608,390

3,169,314

48,026

9,825,730

8%

81,596,068

40,708,890

8,498,279

130,803,238

100 %

TOTAL
* Includes depo and employee loans.
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30.6 Concentration of credit risk
Credit risk concentration may arise from trading, investing and financing activities, and may be affected by economical, industrial or political factors. While
Eksportfinans is exposed to many different counterparties and industries the firm executes a high volume of transactions with counterparties in the financial
services industry, such as brokers, dealers, commercial banks and institutional clients. This results in a credit concentration with respect to the financial industry.
A significant part of the Company’s business consists of lending to the maritime sector, such as rig and ship building financing. Loans to this sector are fully
guaranteed by banks or GIEK.
Eksportfinans has indirect exposure towards the municipality sector through its loan to Kommunekreditt which was acquired by KLP in 2009. Kommunekreditt will receive funding from Eksportfinans over two years and the municipality loans Eksportfinans funds is taken as pledge for the loan. Norwegian
municipalities by law cannot be declared bankrupt so we judge the indirect concentration of credit risk towards the municipality sector to be low.
In the ordinary course of business, Eksportfinans may be subject to a concentration of credit risk to a particular bank guarantor or bond issuer.

30.7 Effects from credit spread changes
The amount of change, during the period and cumulatively, in the fair value that is attributable to changes in the credit risk of the financial assets and liabilities, is determined by multiplying the sensitivity of the instrument to credit spreads by the change in credit spread since inception. The credit sensitivity
is calculated in the main trading system by altering discount curves by one basis point. The credit spread sensitivity is increasing in time to maturity. Credit
spreads are obtained from the market, see note 4, and the instrument sensitivities are estimated based on observable market data input.

Loans as at fair value through profit and loss:
PARENT COMPANY

GROUP

Dec. 31, 2010

Dec. 31, 2009

79,066,817

60,892,559

(100,228)

260,076

(592,305)

(492,077)

(NOK thousands)

Dec. 31, 2010

Dec. 31, 2009

79,066,817

60,892,559

Change during the period in fair value of loans and receivables attributable
to changes in credit spread

(100,228)

463,918

Accumulated change in fair value of loans and receivables attributable to
changes in credit spread

(592,305)

(492,077)

Maximum exposure to credit risk of loans and receivables

Financial liabilities as at fair value through profit and loss:
PARENT COMPANY

GROUP

Dec. 31, 2010

Dec. 31, 2009

158,006,771

167,281,592

130,904

163,619

14,444,043

11,586,131

172,581,718

179,031,342

497,985

3,529,784

(1,248,908)

(1,746,893)

(NOK thousands)
Amount contractually required to pay at maturity
Accrued interest
Adjustments to fair value
Carrying amount of the financial liabilities at fair value
Change during the period in fair value of financial liabilities attributable to
changes in credit spread
Accumulated change in fair value of financial liabilities attributable to
changes in credit spread

Dec. 31, 2010

Dec. 31, 2009

158,006,771

167,281,592

130,904

163,619

14,444,043

11,586,131

172,581,718

179,031,342

497,985

3,529,784

(1,248,908)

(1,746,893)

The credit spread effects are related to the fair value of the asset or liability in the balance sheet. A negative figure in the liabilities table therefore means that
the credit spread effect reduces the value of the liability, consequently making a positive effect in the statement of comprehensive income.
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31 MARKET RISK
Market risk is the risk of loss due to an adverse move in the market value of an asset, a liability or a derivative contract. For Eksportfinans the market value
of the net positions will primarily depend on general interest rates, specific interest rates and exchange rates. General interest rate risk such as a movement in
the USD Libor rate is controlled daily by set limits. Specific interest rate risk, credit spread risk, is the main component of market risk. The PHA agreement was
established to hedge the market risk in the PHA portfolio. Besides the PHA agreement the Company does not hedge credit spreads on a perfect basis however
credit spread risks is on portfolio basis limited by stop loss limits and covenants on guarantor rating.
The 108 Agreement with the Norwegian Ministry of Trade and Industry (referred to as the Ministry) regulates Eksportfinans’ financing of export contracts
according to regulations set by the OECD. Interest and exchange rate exposures related to lending, funding and investments of liquidity under this agreement
are adequately economically hedged with derivatives. Any residual cost or profit arising from the non-perfect hedges will be accounted to the Ministry.

31.1 Market risk measurement techniques
Financial instruments account for the bulk of the Company’s assets and liabilities. Eksportfinans measures market risk by currency exposure and interest rate
sensitivity.
Currency exposure towards a particular currency is measured as the net of assets and liabilities for the currency, plus the basis currency bought spot or
forward with settlement in NOK minus basis currency sold spot or forward settling in NOK, adjusted for the value of any option positions.
Eksportfinans’ exposure to interest rate risk is measured according to the basis point value method. This measurement quantifies the change in the fair value of
assets and liabilities that would result from a one basis point change in interest rates or a one basis point widening of credit spreads. Basis point value shows
the change in value of the portfolio from a 0.01 percent (i.e. 1/100 of 1 percent) change in the underlying interest yield curves.

31.2 Foreign exchange risk
Currency exposure arises from future margins only. All notionals are currency hedged. Each instrument is swapped to Eksportfinans’ three main business currencies EUR, USD and NOK and net exposure in EUR and USD is further hedged by foreign exchange forward. The board has approved this currency risk and
strategy, and at the present time Eksportfinans can have aggregate net positions in foreign currencies according to limits set by the board.
The tables below set forth a summary of Eksportfinans’ total exposure to currencies other than NOK (for the parent company and the group):

(NOK thousands)

Balance sheet
assets/(liabilities)

Derivatives

Net position1)

Amount of net
position covered by
108 Agreement items

December 31, 2010
CAD

(1,259,065)

1,260,165

1,100

159

JPY

(70,476,336)

70,476,755

419

305

SEK

(301,329)

301,567

238

0

EUR

21,708,437

(21,687,825)

20,612

16,089

DKK

5,621,804

(5,632,362)

(10,558)

194

USD

(28,436,386)

28,397,660

(38,726)

(78,322)

Other currencies

(11,879,535)

11,878,008

(1,527)

1,484

TOTAL

(85,022,410)

84,993,968

(28,442)

(60,091)

December 31, 2009
CAD

(871,667)

872,188

521

149

JPY

(70,241,907)

70,242,084

177

339

SEK

663,350

(662,919)

431

0

EUR

8,714,850

(8,697,277)

17,573

10,379

DKK

12,494,090

(12,492,470)

1,620

205

USD

(24,113,841)

23,971,880

(141,961)

(145,605)

Other currencies

(20,546,793)

20,529,827

(16,966)

1,145

TOTAL

(93,901,918)

93,763,313

(138,605)

(133,388)

*) Net position includes amounts covered by the 108 Agreement.

Eksportfinans has set currency risk limits and does currency hedging according to these. The set currency limits exclude currency exposure from subsidized
lending (the 108 Agreement), as the government assumes this risk. Currency exposure from subsidized lending is adjusted after regular meetings with the government, and adjustments may be less frequent than for the Company’s residual currency risk management. The below tables show currency exposure through
2009 and 2010, including peaks, and excluding the exposure from subsidized lending and for liabilities in contracts covering leases and maintenance. These
exposures constitutes what we manage currency risk relative to, and as described do not equal the above tables for total currency positions.
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Currency exposure (for the parent company and group):
(NOK thousands)

EUR

As of December 31, 2010
Maximum through 2010
Minimum through 2010

2)
2)

Average through 2010
(NOK thousands)
As of December 31, 2009
Maximum through 2009
Minimum through 2009

2)
2)

Average through 2009
As of December 31, 2008

USD

Other currencies

Total

5,675

39,721

(12,471)

32,925

20,582

39,721

1,881

62,184

5,675

(8,745)

(20,949)

(24,019)

9,782

14,744

(10,662)

13,864

EUR

USD

Other currencies

Total

7,239

3,645

(16,056)

(5,172)

20,034

165,968

(12,866)

130,141

(21,193)

3,645

(30,862)

(14,962)

3,480

48,157

(23,977)

27,661

59,598

156,886

(18,634)

197,850

2) The maximum and minimum exposures in general do not occur on the same date for different currencies.

The above table does not include foreign currency commitments because the currency exposure first comes to effect at disbursement. At that time any currency/interest rate exposure will be hedged.
The profit and loss effect on Eksportfinans’ balance sheet as of December 31, 2010 due to an adverse change of 10 percent in foreign currency exchange rates
is estimated to be NOK 3.2 million compared to NOK 0.5 million as of December 31, 2009. Annualized fluctuation in EURNOK and USDNOK based on 95 percent confidence interval of daily changes through 2010 are 13 percent and 23 percent respectively, compared to 29 percent and 19 percent through 2009.

31.3 Interest rate risk
Eksportfinans’ guidelines with respect to interest rate risk include limits on interest rate exposure for market-based activities.
Interest rate risk is managed by a separate risk management function and reported regularly to the Group of Managing directors and to the board. The board
sets the permitted level of interest rate exposure.
The table below displays a summary of the change in fair values resulting from a shift in yield curves of 1 basis point. The interest rate exposure as of December 31, 2010 is negative NOK 167 thousand. Since Eksportfinans swaps all fixed rate instruments to floating rate, the interest rate exposure mainly arises from
interest rate fixings occurring on different dates. Interest rate maturities between the selected interest rate points are given estimated values allocated to the
selected interest rate points. However, actual interest rate exposure may be different since the estimates do not account for covariance between the selected
interest points. The below table shows interest rate risk of exposure with up to one year of maturity as this is the subportfolio that is daily hedged. Earlier annual reports have shown all exposure also for exposure without strict limits and hedging routines hence not directly comparable.
Interest rate exposure (from a 1basis point shift of interest rate curves) (for the parent company and the group):
(NOK thousands)

NOK

EUR

USD

Other currencies

Total

As of December 31, 2010

(84)

(6)

(70)

(7)

(167)

Maximum through 2010
Minimum through 2010

1)
1)

Average through 2010

(NOK thousands)
As of December 31, 2009

4

76

12

40

(46)

(135)

(67)

(82)

(94)

(293)

(71)

(20)

(31)

(1)

(131)

NOK

EUR

USD

Other currencies

Total

(131)

(40)

70

(191)

(292)

(11)

54

80

220

(40)

(265)

(153)

(73)

(232)

(322)

Average through 2009

(150)

(32)

27

(55)

(210)

As of December 31, 2008

(132)

(14)

(16)

(24)

(186)

Maximum through 2009
Minimum through 2009

1)
1)

1) The maximum and minimum exposure in general does not occur on the same date for different currencies.
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Eksportfinans considers changes of interest rates of 15 basis points over a period equal to the expected maximum time before the Company will be able to
hedge exposure to be reasonably possible as of December 31, 2010 (24 basis points as of December 31, 2009). The effect on profit and loss from such changes
in interest rates is shown below (for the parent company and the group):
GROUP (NOK thousands)

NOK

EUR

USD

Other currencies

Total

As of December 31, 2010

(1,220)

(94)

(1,021)

(104)

(2,439)

As of December 31, 2009

(12,543)

(3,827)

6,691

(18,358)

(28,037)

Credit spread risk
We define changes in credit spreads in the market as market risk and not credit risk, which we define to include default probability only. Isolated for the
securities portfolio a potential increase in credit spreads of one basis point will reduce the fair value by NOK 12 million as of December 31, 2010, compared
to NOK 16 million as of December 31, 2009. Annualized fluctuation of credit spread in securities portfolio based on 95 percent confidence interval of monthly
changes through 2010 is 42 basis points. Through 2009, 95 percent of the annualized monthly spread changes was 55 basis points.

31.4 Effects from economic hedging
Note 5 specifies the net realized and unrealized gains/(losses) on financial instruments, showing separately the effects from financial derivatives. When
presented to the Company’s chief operating decision maker, this presentation is made with the various financial instruments shown after netting with related
economic hedges, as derivatives are used in economic hedges of the market risk of specific assets and liabilities.
Net realized and unrealized gains/(losses) on financial instruments at fair value, netted with related economic hedges:
PARENT COMPANY

1)
2)
3)
4)

GROUP

2010

2009

(41,971)

(58,224)

2010

2009

Securities 1)

(41,971)

(58,224)

Foreign currencies
Other financial instruments at fair value 1)

4,181

(14,713)

(11,385)

137,298

Net realized gains/(losses)

(49,175)

64,361
(48,512)

(NOK thousands)

2010

4,181

(14,713)

(11,385)

137,298

(49,175)

64,361

(89,018)

(48,512)

Loans and receivables1)

(89,018)

(61,868)

99,438

Securities1)

(61,868)

99,438

1,225

74,694

Commercial paper debt

1,225

74,694

(392,753)

(3,917,868)

(392,753)

(3,917,868)

2,243

1,122

4,698

(86,759)

1,678

8,881

(533,795)

(3,869,004)

(20,105)

11,473

(603,075)

(3,793,170)

Bond debt

1)2)3)

1)2)3)

Subordinated debt and capital contribution securities
Foreign currencies
Other financial instruments at fair value1)
Net unrealized gains/(losses)
Financial derivatives related to 108 Agreement

4)

NET REALIZED AND UNREALIZED GAINS/(LOSSES)

1)2)3)

2,243

1,122

4,698

(86,759)

1,678

8,881

(533,795)

(3,869,004)

(20,105)

11,473

(603,075)

(3,793,170)

Including financial derivatives with purpose of economic hedging
Accumulated net gain on own debt is NOK 1.4 billion as of December 31, 2010, compared to NOK 1.8 billion as of December 31, 2009.
In the year of 2010, Eksportfinans had an unrealized loss of NOK 390 million (NOK 3.842 million in 2009) on its own debt, net of derivatives.
Derivatives related to components of the 108 Agreement. The 108 Agreement is accounted for at amortized cost, hence these derivatives are not included in the
effects related to financial instruments at fair value.

Net realized and unrealized gains/ (losses) on securities:

PARENT COMPANY

GROUP

2010

2009

(NOK thousands)

(41,971)

(58,224)

(61,868)

99,438

Net unrealized gains/(losses) on securities1)

(103,839)

41,214

TOTAL

Net realized gains/(losses) on securities1)

2010

2009

(41,971)

(58,224)

(61,868)

99,438

(103,839)

41,214

1) Including financial derivatives with purpose of economic hedging
PARENT COMPANY

GROUP

2010

2009

28,232

15,554

70,149

1,607,765

(202,220)

(1,582,105)

(103,839)

41,214

(NOK thousands)
Securities not hedged by PHA1)

2010

2009

28,232

15,554

70,149

1,607,765

Portfolio Hedge Agreement (PHA)

(202,220)

(1,582,105)

TOTAL

(103,839)

41,214

Securities hedged by PHA1)

1) Including financial derivatives with purpose of economic hedging
See note 13 for a description of the Portfolio Hedge Agreement (PHA).
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32 LIQUIDITY RISK
Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities that are settled by delivering cash or
another financial asset.
Liquidity risk can arise from call and trigger features in the structured funding portfolio that have unknown maturity dates, constituting approximately 43
percent of the Company’s total funding (securities issued). This uncertainty is generally benign, as the number of different structures is high and the risk factors
determining actual (and unknown) maturities are well diversified. Liquidity risk can also arise from prepayment optionalities in asset backed securities (the
asset backed securities portfolio makes up approximately 46 percent of the liquidity portfolio that is covered by the Portfolio Hedge Agreement (PHA), whereas
the PHA portfolio is approximately 17 percent of total assets).

32.1 Liquidity risk management process
Risk associated with insufficient access to liquidity is managed by operating several diversified short-term and long-term borrowing programs that provide
access to the funding markets. In addition, Eksportfinans holds a securities portfolio that consists of a liquidity reserve portfolio and the PHA portfolio. As of
December 31, 2010 the two portfolios had market values of NOK 32 billion and NOK 36 billion respectively, a change from NOK 24 billion and NOK 52 billion
as of December 31, 2009.
The primary purpose of the liquidity reserve portfolio is to be a liquidity buffer when funding cannot be secured according to plan. It can also be used to
absorb fluctuations in the cash flow due to prepayment of assets, or as a buffer for liabilities maturing early due to structured funding calls/triggers being
activated. The liquidity reserve portfolio is invested in assets that can easily be converted to cash. The conversion to cash may happen through sale in the
secondary market, through a repo or through repayment of principal. The PHA portfolio is likely to be held to maturity as a consequence of the Portfolio Hedge
Agreement.
The Company monitors the liquidity capacity and the need for refinancing over the next 12 months under both normal and stressed conditions. In a normal
situation the maturities on the liability side will be met by new borrowings, however in a stressed condition, access to the wholesale funding market is assumed closed. The Company aims for positive liquidity capacity over the next 12 months under stressed conditions. Monitoring expected time to maturity for
assets and liabilities as well as the difference between the financing need and the liquidity capacity gives the Company a good indication of the liquidity risk,
and symmetrical maturity profiles on the asset and liability sides are important mitigating factors. Eksportfinans also monitors concentration risk to mitigate
dependency on one market or one trader, and controls refinancing risk by limiting short-term borrowing.
In 2009 the Company established an Asset & Liability Management Group (ALM) and an Asset & Liability Committee (ALCO). The ALM group consists of senior members from Capital Markets, Export Lending, Risk Management and Financial Control and ensures cross-organisational information flow and treatment.
ALCO consists of the group of managing directors. ALCO is the decision making body in the Asset & Liability governance structure, where decisions are based
on proposals from the ALM Group.

32.2 Maturity analysis
Maturity analysis of financial liabilities based on contractual maturities (including off-balance sheet items) (for the parent company and the group):

(NOK thousands)

Up to and
including
1 month

From 1 month up
to and including
3 months

From 3 months
up to and
including 1 year

From 1 year up
to and including
5 years

Over 5 years

Total

December 31, 2010
Non-structured bond debt

520,760

348,566

21,948,111

59,646,374

19,321,108

101,784,920

18,967,532

37,049,936

40,838,006

11,229,910

3,997,493

112,082,877

Commercial paper debt

1,668,173

1,639,817

0

0

0

3,307,990

Cash collateral

6,448,707

0

0

0

0

6,448,707

412

102

491,137

1,286,502

0

1,778,153

Structured bond debt

Subordinated loans
Preference share

0

0

11

0

0

11

Capital contribution securities

0

26,832

0

480,232

0

507,064

Derivatives

(1,834,205)

(1,422,518)

(2,473,363)

4,321,887

2,506,723

1,098,524

Financial guarantees (off-balance)

1,591,918

0

0

0

0

1,591,918

Loan commitments (off-balance)

1,051,542

1,472,159

1,682,467

726,007

0

4,932,175

28,414,839

39,114,894

62,486,370

77,690,912

25,825,324

233,532,339

TOTAL
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December 31, 2009
75,797

720,268

27,824,045

55,725,554

18,955,248

103,300,913

Structured bond debt

Non-structured bond debt

15,069,341

33,882,776

37,040,222

12,188,887

4,780,465

102,961,691

Commercial paper debt

12,173,077

6,528,577

413,560

0

0

19,115,213

4,785,737

0

0

0

0

4,785,737

399

97

46,537

614,041

983,569

1,644,642

Cash collateral
Subordinated loans
Preference share

0

0

0

11

0

11

Capital contribution securities

0

27,569

0

520,988

0

548,557

(716,444)

(1,132,606)

(1,642,908)

3,229,227

3,518,813

3,256,082

Derivatives
Financial guarantees (off-balance)

2,064,833

0

0

0

0

2,064,833

Loan commitments (off-balance)

1,977,241

1,235,776

1,730,086

3,035,986

0

7,979,089

35,429,981

41,262,457

65,411,542

75,314,694

28,238,095

245,656,769

TOTAL

The figures in the above table include principal and interest payable at nominal value. First possible call dates and trigger dates, according to the contracts, are
applied in the classification of the maturities.
The Company manages its liquidity risk, inter alia, by monitoring the difference between expected maturities of its assets and liabilities.
Maturity analysis of financial assets and liabilities based on expected maturities of balance sheet values (for the parent company and the group):
Up to and
including
1 month

From 1 month up
to and including
3 months

From 3 months
up to and
including 1 year

From 1 year up
to and including
5 years

Over 5 years

Total

Loans and receivables due from credit
institutions

3,589,403

4,820,270

9,960,255

23,339,095

1,304,923

43,013,946

Loans and receivables due from
customers

1,432,073

1,771,623

6,627,523

56,508,960

18,755,219

85,095,398

Securities

3,494,039

12,149,213

18,620,202

25,114,331

8,543,095

67,920,880

Financial derivatives

1,871,272

(2,647,327)

105,139

11,188,699

4,885,377

15,403,160

(NOK thousands)
December 31, 2010
Assets

Cash collateral

0

2,952,537

0

0

0

2,952,537

TOTAL ASSETS

10,386,787

19,046,316

35,313,119

116,151,085

33,488,614

214,385,921

Liabilities
Deposits by credit institutions
Non-structured bond debt
Structured bond debt

822

0

43,932

0

0

44,754

448,795

25,847

19,869,849

55,186,122

20,019,281

95,549,894
87,545,319

884,012

4,900,387

20,213,575

29,768,171

31,779,174

Commercial paper debt

1,720,077

1,586,455

0

0

0

3,306,532

Financial derivatives

(139,778)

(199,063)

7,095,564

(937,443)

8,428,213

14,247,493

212,380

6,236,327

0

0

0

6,448,707

Subordinated loans

0

0

412,876

1,225,774

0

1,638,650

Capital contribution securities

0

0

0

417,128

0

417,128

Preference share

0

0

11

0

0

11

3,126,308

12,549,953

47,635,807

85,659,752

60,226,668

209,198,488

Cash collateral

TOTAL LIABILITIES
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Up to and
including
1 month

From 1 month up
to and including
3 months

From 3 months
up to and
including 1 year

From 1 year up
to and including
5 years

Over 5 years

Total

3,681,644

5,677,235

20,370,349

31,721,782

2,675,098

64,126,108

861,104

1,032,586

3,358,968

34,460,045

26,964,428

66,677,131

Securities

5,216,873

11,200,842

17,355,976

35,156,442

7,159,503

76,089,636

Financial derivatives

1,043,819

1,510,372

5,308,628

4,187,334

2,293,787

14,343,940

Cash collateral

0

2,975,755

0

0

0

2,975,755

TOTAL ASSETS

10,803,440

22,396,790

46,393,921

105,525,603

39,092,816

224,212,570

(NOK thousands)
December 31, 2009
Assets
Loans and receivables due from credit
institutions
Loans and receivables due from
customers

Liabilities
Deposits by credit institutions

0

0

0

38,333

0

38,333

Non-structured bond debt

0

465,828

25,099,340

51,619,844

18,119,910

95,304,922

Structured bond debt

540,784

5,968,674

20,994,925

29,492,100

26,225,017

83,221,500

12,171,185

6,649,702

286,943

0

0

19,107,830

Financial derivatives

261,737

149,028

5,140,711

2,462,691

6,795,610

14,809,777

Cash collateral

169,098

4,616,639

0

0

0

4,785,737

Subordinated loans

0

0

0

408,254

1,093,313

1,501,567

Capital contribution securities

0

0

0

419,265

0

419,265

Commercial paper debt

Preference share
TOTAL LIABILITIES

0

0

0

11

0

11

13,142,804

17,849,871

51,521,919

84,440,498

52,233,850

219,188,942

For the figures in the above table, call and trigger dates as estimated in models are applied in the classification of the maturities. For some issues with call and
trigger optionalities, the expected maturity is estimated using a sophisticated valuation system.

32.3 Off-balance sheet items
Payment guarantees
In addition to the lending activity, the Company issues financial guarantees to support the Norwegian export industry. The beneficiary is normally a foreign
buyer of Norwegian export products (goods and services etc.) or a foreign investor. Eksportfinans will make payment to the buyer/investor if the exporter
does not fulfill its payment obligations. In each and every case Eksportfinans will have recourse to prime Norwegian or international banks with full payment
indemnification. The maturity of the guarantees corresponds to the maturity of the underlying loans being covered by the guarantee.
PARENT COMPANY

GROUP

Dec. 31, 2010

Dec. 31, 2009

1,591,918

2,064,833

(NOK thousands)
Notional amount of financial guarantees

Dec. 31, 2010

Dec. 31, 2009

1,591,918

2,064,833

Loan commitments
In the normal course of the Company’s lending business there are outstanding commitments to extend credit that are not reflected in the accompanying financial statements. The main portion of commitments outstanding is expected to be disbursed within three years. The following table shows the undrawn loan
commitments at the reporting date, based on signed loan agreements.
PARENT COMPANY
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GROUP

Dec. 31, 2010

Dec. 31, 2009

4,932,175

7,979,089
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(NOK thousands)
Loan commitments

Dec. 31, 2010

Dec. 31, 2009

4,932,175

7,979,089

33 SEGMENT INFORMATION
The Company is divided into three business areas, export lending, municipal lending and securities. After the sale of Kommunekreditt, municipal lending
consists of loans to KLP Kreditt AS, in addition to loans directly to municipalities and municipal-related loans to savings banks that were purchased from Kommunekreditt in connection with the sale of the subsidiary. The Company also has a treasury department, responsible for the Company’s funding. Income and
expenses related to treasury are divided between the three business areas.
The segment information is in line with the management reporting.
Export lending
(NOK thousands)
Net interest income 1)
Commissions and income
related to banking services

2)

Income/expenses divided by volume

4)

Net other operating income
Total net income

Securities

2009

2010

2009

2010

2009

722,526

643,244

182,864

171,847

513,495

654,499

1,515

1,576

0

0

0

0

0

0

0

0

0

0

16,811

91,255

0

0

(41,971)

(58,224)

22,159

(2,865)

56,157

Commissions and expenses
related to banking services 2)
Net gains/(losses) on financial
instruments at fair value 3)

Municipal lending

2010

(3,246)

51,113

(1,227)

15,080

143,944

(1,227)

22,159

(44,836)

(2,067)

737,606

787,188

181,637

194,006

468,659

652,432

Total operating expenses

114,488

104,450

26,270

27,850

53,920

55,041

Pre-tax operating profit/(loss)

623,118

682,738

155,367

166,156

414,739

597,391

43,531

46,523

111,836

119,633

Taxes

174,586

Non-IFRS profit for the period from continuing
operations excluding unrealized gains/(losses) on
financial instruments at fair value

448,532

191,167
491,571

116,201
298,538

167,270
430,121

1) Net interest income includes interest income directly attributable to the segments based on Eksportfinans’ internal pricing model. The treasury department obtains interest
on Eksportfinans’ equity and in addition the positive or negative result (margin) based on the difference between the internal interest income from the segments and the
actual external funding cost. Net interest income in the treasury department is allocated to the reportable segments based on volume for the margin, and risk weighted
volume for the interest on equity.
2) Income/(expenses) directly attributable to each segment.
3) For Export lending the figures are related to unrealized gains/(losses) on the Icelandic bank exposure. In this context, the fair value adjustments on the Icelandic bank exposure have been treated as realized, as they are not expected to be reversed towards maturity, as other unrealized gains and losses. For Securities the figures are related
to realized gains/(losses) on financial instruments.
4) Income/expenses, other than interest, in the treasury department have been allocated to the business areas by volume. These are items included in net other operating
income in the income statement. For 2009, this mainly consists of realized gains on repurchase of Eksportfinans’ own debt.

Reconciliation of segment profit measure to total comprehensive income
2010

2009

Export lending

(NOK thousands)

448,532

491,571

Municipal lending

111,836

119,633

Securities

298,538

430,121

Non-IFRS profit/(loss) for the period from continuing operations excluding
unrealized gains/(losses) on financial instruments at fair value

858,906

1,041,325

Profit/(loss) for the year from discontinued operations, net of taxes
Net unrealized gains/(losses) on financial instruments at fair value

0

1,148

(553,900)

(3,857,530)

Unrealized gains/(losses) related to the Icelandic bank exposure included above 1)

(16,811)

(91,255)

Tax effect

159,799

1,105,660

447,994

(1,800,652)

2)

Total comprehensive income

1) Reversal of previously recognized loss (at exchange rates applicable at December 31, 2010 and December 31, 2009). This amount is included in the line item ‘Net unrealized gains/(losses) on financial instruments at fair value’, and adjusted for because the Company believes this loss will materialize.
2) 28 percent of the unrealized items above.
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Segment assets:
(NOK thousands)

2010

2009

Export lending

99,816,402

81,431,112

Municipal lending

23,543,565

40,463,241

Securities

68,371,454

76,854,743

Unallocated assets

23,818,004

26,504,803

215,549,425

225,253,899

Total assets

Geographical segments
The geographical segments are based on the location of the Company's customers. For property, equipment and intangible assets, the carrying amount is
allocated based on the location of the asset. Norway is the home country of the Company and is also its main geographical segment.
Total interest and
related income

Total assets

Investments *)

Norway

3,262,389

95,981,254

14,173

Other European countries

1,249,103

75,872,272

0

895,886

26,293,856

0

(NOK thousands)
2010

The Americas
Other countries

409,245

17,402,043

0

5,816,623

215,549,425

14,173

Norway

4,766,170

102,871,921

11,629

Other European countries

1,520,001

84,632,545

0

The Americas

573,906

24,758,725

0

Other countries

352,431

12,990,708

0

7,212,508

225,253,899

11,629

Portfolio hedge
agreement 5)

Total
2009

Total
*) Investments made during the year in property, plant, equipment and intangible assets.

34 RELATED PARTIES
The Company’s two largest shareholders are considered to be related parties.

(NOK thousands)
Balance January 1, 2009

Acquired
loans 1)

Deposits 2)

Guarantees
issued 3)

Guarantees
recieved 4)

10,033,603

3,911,242

2,074,097

19,252,146

1,678,975

Change in the period

(808,090)

(1,842,814)

(884,123)

2,563,187

(1,065,209)

Balance December 31, 2009

9,225,513

2,068,428

1,189,974

21,815,333

613,766

Balance January 1, 2010

9,225,513

2,068,428

1,189,974

21,815,333

613,766

Change in the period

1,643,519

(791,753)

(534,357)

(335,427)

(78,998)

10,869,032

1,276,675

655,617

21,479,906

534,768

Balance December 31, 2010
All transactions with related parties are made on market terms.

1) The company acquires loans from banks. The loans are part of the Company’s ordinary lending activity, as they are extended to the export industry. As the selling banks
provide guarantee for the loans, not substantially all the risk and rewards are transferred to the Company, thus the loans are classified as loans due to credit institutions
in the balance sheet.
2) Deposits made by the Company.
3) Guarantees issued by the Company to support the Norwegian export industry. See note 32.3.
4) Guarantees related to the loans described in footnote 1 provided to the Company from the related parties. For total guarantees, see note 30.
5) The Portfolio Hedge Agreement is described in note 13. The balances show the related parties’ share of the fair value of the contract as of the balance sheet date.

In 2008, Eksportfinans’ three major owner banks extended a committed credit line of USD 4 billion for repo purposes to Eksportfinans to provide what management considered to be sufficient liquidity buffers for the Company. The facility had a 12 month maturity with the possibility of extension. The facility was
extended in 2009 and in 2010, the last time with an adjusted committed credit line of USD 2 billion. Eksportfinans has not yet utilized this credit facility.
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35 REMUNERATION
PARENT COMPANY

GROUP

2010

2009

(NOK thousands)

2010

2009

2,701

3,522

Audit services

2,701

4,211

2,452

5,097

Audit fees related to SEC filing in USA

2,452

5,097

1,124

1,866

Audit related services

1,124

1,866

157

1,141

All other

157

1,141

Pension
cost

Total

Loans 2)

Audit fees:

1)

1) Audit related services include attestations related to funding transactions.

Remuneration to General Executive Management:

Salary

Incentive
scheme paid 4)

(NOK thousands)

Other taxable
benefits
2010

Eksportfinans ASA:
Marchand, Gisèle 1)

2,222

0

199

2,663

5,084

0

Rygg, Olav E.

1,143

0

164

394

1,701

558

784

0

119

186

1,089

0

1,960

0

189

591

2,740

1,541

Feiring, Jens O.

725

0

182

0

907

873

Grøm, Christian

1,167

0

145

728

2,040

0

Olsen, Geir Ove

979

0

164

420

1,563

0

Lindbæk, Elise

945

0

146

250

1,341

960

9,925

0

1,308

5,232

16,465

3,932

Slengesol, Ivar 3)
Siem, Oliver

TOTAL

1) The President and CEO have a severance package covering salary for 18 months in the event that the employment is terminated by the Company. The agreed retirement
age is 62 years with 70 percent of salary.
2) The loans have the same terms as other loans to employees.
3) For the period April 12, to December 31, 2010.
4) A performance-based incentive scheme exists for all employees, including General Executive Management. Due to the funding agreement with the Norwegian government,
limiting payments to General Executive Management, no incentive payments to Executive Management have therefore been made or have incurred in 2010.

81

Salary

Incentive
scheme paid 3)

Other taxable
benefits

(NOK thousands)

Pension cost

Total

Loans 3)

2009

Eksportfinans ASA:
Marchand, Gisèle 1)

2,163

530

194

2,363

5,250

0

Rygg, Olav E.

1,118

193

159

355

1,825

594

Breilid, Olav Tore 4)

425

10

61

151

647

1,803

1,889

400

183

562

3,034

1,598

Feiring, Jens O.

787

310

138

0

1,235

931

Grøm, Christian 5)

699

0

19

157

875

0

Siem, Oliver

Olsen, Geir Ove

968

10

161

370

1,509

0

Lindbæk, Elise

911

235

175

209

1,530

1,008

8,960

1,688

1,090

4,167

15,905

5,934

Kommunekreditt Norge AS:
Arnøy, Arnulf V. 6)
Total Group

671

10

79

0

760

0

9,631

1,698

1,169

4,167

16,665

5,934

1) The President and CEO have a severance package covering salary for 18 months in the event that the employment is terminated by the Company.
The agreed retirement age is 62 years with 70 percent of salary.
2) The loans have the same terms as other loans to employees.
3) Incentive scheme for the year 2008 according to agreements already established when the agreement with the Norwegian Government was made.
4) For the period January 1, to April 30, 2009
5) For the period May 1, to December 31, 2009
6) For the period January 1, to June 24, 2009

Members of General Executive Management have individual agreements on pensionable age upon reaching the age of 62-65 years with
70 percent of salaries. General Executive Management is also members of the ordinary group pension scheme.

Remuneration to board of directors and Audit Committee:
2010
(NOK thousands)

2009

Board of Directors

Audit Committe

Total

board of Directors

Audit Committe

Total

Bergvoll, Geir

250

Steen, Carl Erik

185

55

305

188

41

229

-

185

139

-

Hollingsæter, Bodil

139

150

40

190

250

44

294

Aker Haukvik, Live

150

40

190

250

40

290

Bergstrøm, Tor

150

-

150

250

-

250

Blystad, Marianne H.

150

-

150

250

-

250

Østbø, Tor 1)

150

-

150

150

-

150

Borgen, Thomas

112

-

112

112

-

112

Borgen, Erik

-

-

-

62

-

62

Syrrist, Baard

-

-

-

46

-

46

Laugen, Leif Johan

-

-

-

38

10

48

38

-

38

-

-

-

1,335

135

1,470

1,735

135

1,870

Bakker Lunde, Tone
Total

1) In addition to ordinary salary amounting to NOK 1,112 thousands in 2010 and NOK 981 thousands in 2009.
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Remuneration to Committee of Representatives:
(NOK thousands)

Remuneration to control committee:

2010

2009

(NOK thousands)

2010

2009

Alhaug, Frode

55

55

Normann, Kristin

Riise, Sandra

28

26

Bratseth, Kjell Ove

65

65

Normann, Kristin

24

25

Sture, Eldbjørg

65

65

Sture, Eldbjørg

24

24

Guttelvik, Ottar B.

65

49

Tellefsen, Tellef

24

18

Ellefsen, Harald

-

16

Krokeide, Elisabeth

18

18

Total

295

295

Lundevik, Gro Elisabeth

18

16

Pedersen, Jørn

18

12

Guttelvik, Ottar B.

18

10

Bakker Lunde, Tone

18

10

Tostrup, Trond

12

24

Eidesvik, Toril

12

18

Djupvik, Jostein

12

18

Jensen, Arvid

12

6

Bratseth, Kjell Ove

6

18

Konterud, Harry

6

12

Haugan, Finn

6

6

Næsguthe, Jens Olav

6

4

Smith, Claudine

-

8

Ellefsen, Harald

-

2

Fasmer, Benedicte S.

-

2

Salthella, Monica

-

2

317

334

Total

100

100

36 NUMBER OF EMPLOYEES
PARENT COMPANY

GROUP

Dec. 31,2010

Dec. 31,2009

98

98

95

94

Dec. 31,2010

Dec. 31,2009

Number of employees

98

98

Number of man-years

95

94

37 CONTINGENCIES
A putative class action lawsuit was commenced in July this year against Eksportfinans relating to certain securities sold pursuant to the US MTN program seeking unspecified damages and attorney's fees. Eksportfinans received notice from the United States District Court for the Southern District of New York dated
September 21, 2010 that pursuant to Federal rule of Civil procedure 41(a) the Plaintiff had voluntarily dismissed the action without prejudice.
One of Eksportfinans' borrowers reclaimed paid break cost in an amount of approximately NOK 19 million in connection with voluntary prepayment of loans.
Eksportfinans refuted the claim and the dispute came to trial at Oslo City Court (Oslo Tingrett) that began August 26, 2010. Pronouncement of judgment has
been served on the parties. The judgment went against Eksportfinans. Eksportfinans has appealed the judgment.
In 2009 Eksportfinans and Kommunal Landspensjonskasse gjensidige forsikringsselskap (KLP) entered into an agreement for the sale of Eksportfinans's wholly
owned subsidiary Kommunekreditt. In the said agreement Eksportfinans made certain representations that among others include the list and characterization of borrowers as part of the due diligence process was correct in all material respect. After the closing of the sale, KLP asserts to have discovered that
certain loans in the list of borrowers provided by Kommunekreditt to KLP were incorrectly characterized which, KLP claims, reduces the agreed value of
Kommunekreditt significantly. KLP threatens to sue Eksportfinans if the company does not pay said amount. Eksportfinans is of the opinion that there are no
grounds for the claim.
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38 REGULATORY FRAMEWORK
With effect from January 1, 2011, new regulations concerning calculation of exposures to one single client were introduced. The single most important change
was that risk weighting for exposures to banks was discontinued. The maximum allowed exposure, equaling 25% of the institutions own funds, applies under
the new provisions. Under the previous rules for calculating and reporting large exposures Eksportfinans risk weighted engagements with borrowers that
were secured by on demand guarantees with 20%. Eksportfinans reported exposures to borrowers up to the maximum 25% and excess exposures, if any, were
reported as exposures towards the guaranteeing bank. That meant that maximum exposure to a single client (borrower and guaranteeing bank) equaled NOK
7.1 billion. The new provisions for large exposures equal the prevailing provisions applicable in the European Union (Directive 2006/48/EU) and entail that the
maximum exposure to borrower and guaranteeing banks are approximately NOK 1.4 billion and leaves little or no authority for Norwegian supervisory authorities to make exemptions. The new provisions are detrimental to Eksportfinans’ business concept. Eksportfinans was granted a transitional period ending 31.
December, 2011 during which it can use the 2010 reporting standards for large exposures. During the transitional period the Norwegian Ministry of Finance
will consider how Eksportfinans shall adopt the new provisions. Eksportfinans is in dialog with the authorities for a sustainable solution. There is no guarantee
that the result of the Ministry of Finance’s consideration will not be disadvantageous to Eksportfinans’ business activities.

39 EVENTS AFTER THE BALANCE SHEET DATE
On February 28, 2011, the board proposed a dividend of NOK 500 million (approximately NOK 1,895 per share) related to the fiscal year 2010.
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Declaration
The annual financial results for 2010 are, according to the best of our knowledge, prepared in accordance with existing accounting standards and in all material
respects fairly present the assets and liabilities, financial condition, results of operation and cash flows of the Company as of, and for, the period presented
in this report, and; The annual report gives a fair coverage of the development, results and position of the Company, together with a description of the most
significant risk factors and uncertainties that the Company is faced with.
Oslo, February 28, 2011

Tone Lunde Bakker

Bodil Hollingsæter

Carl
Erik Steen
Deputy chair person

Tor Bergstrøm

Tor Østbø

Live Haukvik Aker

Marianne Heien Blystad

Gisèle Marchand

Geir Bergvoll
Chair person

President and CEO
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Auditor's report for 2010
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Statements
Statement by the Control Committee

Statement by the Council of Representatives

Extract of the 2010 report by the Control Committee

Statement to the General Assembly

The control committee has executed the tasks which are imposed in
accordance with instructions for the control committee. The control committee has reviewed the board’s report, the financial statements and the Auditor’s report for the Company in connection with
the end of the fiscal year 2010. The committee finds that the board
of director’s assessment of Eksportfinans’ financial position is adequate and recommends that the board’s report and the financial
statements be adopted as the accounts of the company for 2010.

Financial statements for Eksportfinans for 2010 including the annual report, the auditor’s report and the report by the control committee, has been submitted to the council of representatives. The council of representatives recommends to the Shareholders’ Assembly
that the board of directors’ proposed statements of Income and
Balance Sheets are adopted as the institution’s financial statement
for 2010. Furthermore, the council of representatives recommends
that the board of directors’ proposals for the disposal of profits and
payment of dividends be adopted.

Oslo, March 10, 2011
Oslo, March 24, 2011

Petter Ringnes

Ottar Brage Guttelvik
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Eldbjørg Sture
deputy Chairperson

Petter Kapstad

Frode Alhaug
Chairperson

Elected Officers at December 31, 2010
Board of Directors

Control Committee

Geir Bergvoll
Chairperson

DnB Nor Bank ASA, Oslo

Carl Erik Steen
Deputy chairperson

Nordea Bank Norge ASA, Oslo

Tone Lunde Bakker

Fokus Bank, Oslo

Marianne Heien Blystad

Ro og Sommersnes Law, Oslo

Tor Bergstrøm

AWilhelmsen, Oslo

Bodil P. Hollingsæter

Sparebanken Møre, Molde

Live Haukevik Aker

Considium Consulting Group AS, Asker

Tor Østbø*)

Eksportfinans ASA, Oslo

Petter Ringnes
Chairperson

Selmar Law DA, Oslo

Eldbjørg Sture
Deputy chairperson

DnB Nor Markets, Oslo

Petter Kapstad

Statoil ASA, Oslo

Deputy
Ottar Brage Guttelvik

Møre og Romsdal Fylkeskommune, Molde

Audit Committee
Live Haukevik Aker
Chairperson

Council of Representatives
Frode Alhaug
Chairperson

Hamar

Sandra Riise
Deputy chairperson

Norges Autoriserte Regnskapsførers Forening,
Oslo

Petter Ringnes

Selmer Law DA, Oslo

Ottar Brage Guttelvik

Møre og Romsdal Fylkeskommune, Molde

Richard Heiberg

Sparebanken Hedmark, Hamar

Ingelise Arntsen

Sway Turbine AS, Bergen

Unni Karlsen Hongseth

Statkraft SF, Oslo

Toril Eidesvik

Caiano AS, Haugesund

Trond Tostrup

Sparebanken Øst, Drammen

Jørn E. Pedersen

DnB Nor Bank ASA, Oslo

Gro Elisabeth Lundevik

Nordea Bank Norge ASA, Oslo

Elisabeth Krokeide

Eidsiva Vekst AS, Gjøvik

Torbjørn Vik

Bank 1 Oslo

Laila Johnsen *)

Eksportfinans ASA, Oslo

Considium Consulting Group AS, Asker

Bodil P. Hollingsæter

Sparebanken Møre, Molde

Tone Lunde Bakker

Fokus Bank, Oslo

Nomination Committee
Frode Alhaug
Chairperson

Hamar

Leif Teksum

DnB Nor Bank ASA, Oslo

Sigurd Carlsen

Nordea Bank Norge ASA, Oslo

Knut J. Utvik

Ministry of Trade and Industry, Oslo

*) Representative of the employees

Deputies
Eldbjørg Sture

DnB Nor Markets, Oslo

Petter Kapstad

Statoil ASA, Oslo

Morten Kraft

Sparebanken Sør, Arendal

Peder Nordli*)

Eksportfinans ASA, Oslo
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Owners of Eksportfinans

A

ccording to the articles of association, only
banks and the Norwegian government can
own shares in Eksportfinans. At December
31, 2010, 25 Norwegian and foreign banks
operating in Norway owned 85 percent of
the shares in Eksportfinans, while the Norwegian government owns 15 percent. The
shares are not registered on the Oslo Stock
Exchange, and share turnover is limited.

Close co-operation with the owners

Lending activities in Eksportfinans are to a large extent based on the
good co-operation with owner banks. It is considered a strength that
the shareholder banks are located across the country. Loans from
Eksportfinans are often provided to exporters or shipping companies
in the regions, and supported by their local banks. Eksportfinans aims
at providing the owner banks with supplementary products by offering specialized financial services involving low risk, long-term tenors
and favorable interest rates.
Members of senior management in four of the owner banks are members of Eksportfinans’ board of directors. Several of the owner banks
are also represented on the council of representatives. The close cooperation with the owner banks is based on the fact that representa-

tives from otherwise competing banks agree that their customers
benefit from receiving the best possible financial solutions, including
credits from institutions such as Eksportfinans. In a small Norwegian
market, it has proved successful to concentrate specialized international financing expertise in a jointly owned agency with high creditworthiness (ratings Aa1/AA).
Eksportfinans aims to ensure a high standard of corporate governance.
Eksportfinans insists on equal treatment of shareholders, compliance
with laws, regulations and ethical standards. Eksportfinans also elects
independent and well-qualified board members along with the shareholder representatives to safeguard these values. For more information
on Eksportfinans corporate governance, see page 84.
Public role

The Norwegian government, represented by the Ministry of Trade
and Industry, holds 15 percent of the shares in Eksportfinans. The
government became owners of Eksportfinans in 2001. This provides valuable support for the Norwegian export credit system, and
ensures a sound basis for further development of business activities in Eksportfinans. The government has a representative on the
nomination committee that nominates candidates for the board of
directors, the council of representatives and the control committee. The links to different government entities and Eksportfinans’

Development in the return on equity over the past ten years	
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public policy role are vital to its operations. Eksportfinans manages the official scheme for export
financing on behalf of Norwegian authorities, and
plays a key role as a provider of tailored solutions in
support of the Norwegian export industry.
Shareholders

At December 31, 2010 Eksportfinans had a share
capital of NOK 2,771,107,500 divided into 263,914
shares, each with a nominal value of NOK 10,500.
Four of the shareholder banks have entered into an
agreement whereby the signatories have a right of
first refusal of shares upon disposal.

The Norwegian
government,
represented by the
Ministry of Trade and
Industry, holds 15
percent of the shares
in Eksportfinans.
The government
became owners of
Eksportfinans in
2001.

In addition, one preference share has been issued to
the Ministry of Foreign Affairs in connection with
the loan agreement from November 2008. The nominal value of the preference share is NOK10,500.

with those of the shareholders. Dividend is determined with the aim to ensure an adequate level of
capitalization, growth and profitability for Eksportfinans as well as a satisfactory return for the shareholders. Profit excluding unrealized gains and
losses on financial instruments amounted to NOK
859 million in 2010. The core capital adequacy at
December 31, 2010 was 12.7 percent, well above
the target set by the board at minimum 10 percent.
Due to the sound capital adequacy and high rate of
return from the underlying business, the board has
proposed an ordinary dividend to the shareholders
of NOK 500 million for 2010. In addition there will
be paid preference share dividends of NOK 126 million to the Norwegian government for 2010. Preference share dividends have been accounted for as
a financial expense in the 2010 financial accounts.

Return on capital employed

The owners agree that the required rate of return
must take into consideration the fact that Eksportfinans has a conservative risk profile. At the same
time Eksportfinans’ rate of return must comply

Annual allocations to equity and dividends paid in the last ten years 
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Corporate governance

In accordance with the board’s objectives, Eksportfinans follows the Norwegian code of practice for corporate
governance (NUES) last updated on October 21, 2010, to the extent possible. Below is a description of how
Eksportfinans has adapted to the different areas of corporate governance as defined in the code of practice, based
on the “explain or comply principle”. For more information on the Norwegian code of practice, see www.nues.no.
Rules regarding good corporate governance of financial institutions operating in Norway are to a large extent laid
down in national legislation. Eksportfinans is also subject to the international regulations that apply to global
issuers of bonds with high credit rating, including the Sarbanes Oxley Act in the United States.

1. Implementation and reporting of corporate
governance

Eksportfinans’ objective is to provide competitive financial solutions
to the Norwegian export industry and its clients abroad. The business
activities in 2010 were founded on established ethical guidelines, the
new policy for social responsibility that was passed by the board in
March 2010, and the revised corporate values commercial, responsible and innovative. The ethical guidelines apply to all employees, and
cover legal competence, conflicts of interest, relationships with clients and suppliers, confidentiality, the duty to provide information,
handling of media, securities trading, insider trading and relevant
issues related to private finances. Breaking the ethical guidelines can
have a variety of consequences.
The new policy for social responsibility includes guidelines for practical application of environmental considerations and anti-corruption
measures in the group’s activities. The policy confirms, among other
things, that Eksportfinans will practice international environmental
standards in accordance with the OECD’s recommendations regarding projects that are financed through export credits. In 2010 Eksportfinans joined the Equator Principles, a set of voluntary principles
for project financing, based on guidelines set by the International
Finance Corporation; the private sector branch of the World Bank.
Members of the Equator Principles include banks involved in project
finance from most parts of the world.
The ethical guidelines and values were revised in 2009, and up-dated
versions have been published on the website together with the new
policy for social responsibility.
In the board’s opinion, Eksportfinans has implemented sound
corporate governance in accordance with the Norwegian code of
practice for corporate governance. A report approved by the board
is provided every year in the annual report, following the so-called
comply or explain principle. Eksportfinans also adheres to the reporting requirements for the members of the Equator Principles
and OECD’s export financing group.
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2. Business

Eksportfinans’ purpose according to its articles of association is to
provide financial services with a focus on among others export businesses in accordance with the license and articles of association,
applicable Norwegian law, and decisions by- and guidelines from
the board. In addition, Eksportfinans may extend loans for other
purposes in conjunction with, or by assignments from, Norwegian
authorities. The articles of association also provide for the operation of the company. In the annual report Eksportfinans provides
in-depth information on its objectives, business model and principle strategies. In the board’s opinion this makes the inclusion of the
object clause in the articles of association redundant.
Annual strategy processes form the basis for the strategic plan for
the company on an on-going 2 to 3 year basis. Clear guidelines for
line responsibility have been drawn up for management and the
business areas. Eksportfinans is a client-oriented organization. This
includes support areas and staff. The business areas have full responsibility for client relations. They also ensure that the products
offered to the market are adapted to market conditions at any given
time. The business areas have clear objectives with regards to results,
growth and profitability.
The board is of the opinion that the articles of association provide a
good framework for strategic planning and business development.
The articles of association are available on www.eksportfinans.no.
3. Equity and dividends

The board regularly reviews the equity situation of Eksportfinans
in relation to profitability, risk profile and growth ambitions. The
target core capital adequacy rate and other relevant key figures are
published in the company’s Pillar 3 reporting on the website.
The board proposes annual dividends to the general meeting based
on the equity situation of the institution, and the expected growth
in the period ahead. The business objective is to achieve the highest
possible rate of return, considering the fact that Eksportfinans has a
very conservative risk profile. At the same time Eksportfinans’ rate

of return must be aligned with those of the shareholders. Dividend is
determined with the aim to ensure an adequate level of growth and
profitability for Eksportfinans as well as a satisfactory return for the
shareholders. Principles in the dividend policy are disclosed in the
article Owners on page 90 of the annual report.
4. Equal treatment of shareholders and transactions with close associates

Eksportfinans’ shares are not listed on a stock exchange. Historically the company has had one class of shares, where each share
counts for one vote. However, in accordance with the agreement
that Eksportfinans entered into with The Norwegian state on November 26, 2008, Eksportfinans has created a class of preference
shares with only one share which is issued to the Norwegian state.
The preference share has a preferred right to 22.5 percent of preference dividend as long as the agreement is in force and effect. As
Eksportfinans has not borrowed from the government under this
scheme, the agreement will be terminated upon redemption of the
preference share after the annual general meeting in April 2011.
Eksportfinans has a number of ongoing business transactions with
its owner banks, which can be characterized as close parties. All
the transactions are of a business nature, and conducted at market
terms. For example, Eksportfinans has entered into agreements
with its owner banks to acquire loans from them that fall under
Eksportfinans’ objectives and the requirements regarding security
for loans. All of these loans are transferred at market terms, and the
amounts can be substantial over time. It is the board’s assessment
that the proposal in the Norwegian code of practice to evaluate the
value of this type of transactions is not necessary because it falls under activities that can be characterized as ongoing business.
5. Freely negotiable shares

The Norwegian code of practice states that shares, in principle,
should be freely negotiable. For Eksportfinans it is difficult to follow
this recommendation due to the following reasons:
•

•
•

Paragraph 2 of the articles of association states that only banks
and the Norwegian state can own shares in Eksportfinans. The
board does not have authority to approve share transfers.
Four of the institution’s shareholders have entered into an agreement regarding first refusal of shares upon disposal.
Norwegian law requires that the authorities shall be notified about
transactions regarding the acquisition of over 10, 20, 30 or 50
percent of the shares of a financial institution.

6. General meetings

In accordance with the articles of association, the annual general
meeting is held before the end of April, and is led by the chairperson
of the council of representatives. The notice and documents are

sent to the shareholders no later than two weeks before the meeting. Shareholders may issue proxies to third-parties. Due to the
limited number of shareholders, Eksportfinans has decided against
announcing general meetings on its website. As the shareholders are commercial and/or savings banks and the government, the
company has deemed it unnecessary to post procedures for setting
forth proposals to the general meeting or how to set up proxies on
the corporate website.
7. Nomination Committee

As specified in the articles of association, Eksportfinans has an independent nomination committee that nominates candidates to the
board, the council of representatives and the control committee.
The nomination committee also suggests remuneration to the different committees. The committee is led by the chairperson of the
council of representatives. In addition, it consists of representatives
from the three largest shareholders including the Norwegian state.
In accordance with the financing activities act of 1988 and the articles of association, the council of representatives elects the board
of directors based on recommendations by the nomination committee. The nomination committee also suggests the chairperson and a
deputy chairperson among the members.
The council of representatives and the control committee are elected by
the annual general meeting, based on recommendations from the nomination committee. The nomination committee also recommends who
should be chairperson and deputy chairperson of these committees.
In its work the nomination committee emphasizes the mutual interests of the shareholders. It shares its grounds for the different nominations with the annual general meeting and the council of representatives following a thorough assessment of Eksportfinans’ need
for expertise, capacity and diversity.
8. Corporate assembly and Board of Directors: composition and independence

Financial institutions have a council of representatives instead of a
corporate assembly. The council of representatives of Eksportfinans
is elected by the general meeting based on recommendations made by
the nomination committee. The 14 members and 4 deputy members
include several shareholder representatives as well as other interested
parties, and two representatives elected by and from the employees.
In accordance with the articles of association the board of directors
is elected by the council of representatives, and has a minimum of
six and a maximum of eight members elected for one-year periods.
The nomination committee suggests new members to the board.
The board includes four representatives from owner banks; Geir
Bergvoll from DnB NOR, Carl Erik Steen from Nordea, Tone Lunde
93

Bakker from Fokus/Danske Bank and Bodil P. Hollingsæter from
Sparebanken Møre. In addition, the board includes three independent members who represent the Norwegian export industry. Board
members Marianne Heien Blystad and Tor Bergstrøm represent the
maritime export sector, while Live Haukvik Aker currently works as
a management consultant. In addition one board member is elected
by and among the employees.
Eksportfinans complies with the Norwegian regulation that at least
40 percent of the board members should be women. The board
members’ independence and competence are discussed in the nomination committee and in the board itself. Each board member’s
background is listed in the annual report and the 20F, and is available on the corporate website.
The control committee reviews the board’s decisions and deliberations, and ensures that they comply with Norwegian legislation
and other relevant regulations. The external auditor attends the
meetings of the control committee. The board’s chairperson and
the chairperson of the audit committee have annual meetings with
the control committee to ensure good communication between the
different bodies.
Clear distinction of roles and responsibilities between the different corporate bodies of the institution has been established in the
articles of association, directives, guidelines and reporting systems. Eksportfinans’ main bodies are shown in the figure on page
15. Guidelines have been established in order to handle potential
conflicts of interest between board members, executive decision
makers and the organization.
9. The work of the board of directors

The board has established a set of instructions with respect to its
undertakings and procedures, and has an annual plan for its work. The
board has also issued an instruction for the President and CEO, and
for all major areas of operation. The board resolves strategies and the
budget, and receives monthly reports on developments in relation
to budgets and plans. In 2010 the board and the administration have
focused on implementing the agreed strategy for the working period
2010 – 2012, including plans to evolve into new business areas such as
renewable energy, infrastructure and environmental projects.
In 2010, the board has held 7 ordinary meetings, including a two-day
strategy meeting. The participation rate at the regular board meetings in 2010 was around 85 percent overall.
Eksportfinans has an audit committee consisting of three board
members, two of which represent shareholders. They normally
meet five to six times a year. The purpose, tasks and function of the
audit committee comply with Norwegian and international rules
and standards. Among other things, the audit committee reviews all
financial reports and discusses with the external auditors before the
accounts are presented to the board. It also supervises internal control and risk management in co-operation with the internal audit.
The committee has meetings with external and internal auditors to
ensure that the audits are independent and effective. Auditors participate in the meetings of the audit committee on a regular basis. In
2010 the audit committee has held 6 meetings in all, with a participation rate of 100 percent.
In December 2010 the board of directors established a remuneration
committee consisting of three members of the board, appointed for
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one year periods. The committee shall ensure that Eksportfinans at
any given time practices guidelines and frameworks for a compensation scheme that will apply to the whole company in general and for
certain specified categories of employees, including management,
in particular.
The board evaluates its competence and performance annually,
whereupon a report is issued to the nomination committee.
10. Risk management and internal control

Risk management is a key element of Eksportfinans’ management
process. Eksportfinans’ board has set a comprehensive risk policy
for all major risk areas, including detailed risk limits. In addition
the board annually approves the company’s ICAAP (Internal Capital Adequacy Assessment Process), stating the capital requirement
for the ongoing business according to Basel II. As a registered lender
in the USA, Eksportfinans is subject to section 404 of the Sarbanes
Oxley Act. Hereunder the institution must perform very thorough
identification of key earnings and risk areas, the operative processes
and controls of these processes, and how they are documented and
reported. Eksportfinans also complies with Norwegian internal
control regulations (internkontrollforskriften). The board receives
a monthly report on the status of all major risk areas. This forms the
basis for board discussions on risk management.
The audit committee and the control committee take special interest in the management of different risk factors. Predetermined
risk related issues are on the agenda of these committee meetings
regularly.
Eksportfinans’ internal auditor ensures that risk analyses are conducted and that management is followed up in relation to defined
risks. The internal auditor also ensures that the activities are conducted in accordance with external rules, approved strategies and
guidelines. The internal audit is an integrated part of the management and planning process.
The internal audit conducts a risk workshop with the management
team on a yearly basis, whereby the risk factors perceived as most
important are identified and discussed. The workshop leads to an
action plan with regards to the handling of major risk factors. The
results of the workshop are reported to the audit committee and the
board, before being assessed also by the control committee.
Eksportfinans financial reporting is headed by the chief financial officer and includes guidelines for monthly, quarterly and annual reporting on the basis of internal and external requirements and risk
assessments related to financial reporting. The financial reporting
is ensured to be in line with prevailing legislation, accounting standards and current accounting principles. A number of control measures have been prepared in connection with the finalization of such
information, including both general reasonableness, probability
tests and detailed reconciliation controls. These measures are also
subject to section 404 of the Sarbanes Oxley Act.
The audit committee reviews all financial reporting from Eksportfinans. After the quarterly accounts and proposed annual accounts
for Eksportfinans have been reviewed by the audit committee, they
are considered by the boards of directors. The annual accounts are
approved by the general meeting.
Eksportfinans is currently in the process of implementing the policy

for social responsibility passed in 2010, and of establishing guidelines holders regarding first refusal of shares upon disposal.
on how to monitor that the company operates in accordance with the
corporate values, ethical guidelines and policy for social responsibility. 15. Auditor
Eksportfinans has an independent external audit (PricewaterhouseC11. Remuneration of the Board of Directors
oopers) that acts according to the recommendations set out in the
In accordance with the articles of association, remuneration of the Norwegian code of practice for corporate governance. Also, the interdifferent governing bodies is proposed by the nomination commit- nal audit is conducted by an independent auditor, Ernst & Young.
tee based on an assessment of responsibility, expertise and time
spent. Based upon this the fees are set by the annual general meet- The external auditor is present at relevant audit committee meetings
ing for all governing bodies except the board. The council of repre- and control committee meetings and at board meetings whenever
sentatives sets the fees for the board members. The remuneration is financial results are handled. The board and audit committee have
independent of results, and does not include any form of options or annual separate meetings with the auditors where the administration
bonuses. Details on the remuneration of board members are found in does not participate.
note 35 to the accounts on page 81.
Guidelines have been drawn up for the relationship with the external
auditor. This includes limitations on the type of additional work that
12. Remuneration of executive personnel
The board determines the remuneration for the President and CEO, can be performed, and approval of fees. The annual general meeting
and sets the limits for compensation to other executive personnel. In elects the external auditors and approves their remuneration.
accordance with Norwegian legislation, the board has set guidelines
for the remuneration of executive personnel. These are reviewed annually and presented to the general meeting. In the board’s view, it is
important to offer competitive compensation to executive personnel in
order to ensure necessary expertise. However, it is the board’s opinion that the management’s compensation plans do not unfavorably
affect the company or damage its reputation. Agreements on remuneration entered into before the current guidelines came into force
have been maintained.
From 2011 Eksportfinans’ remuneration policy will be adjusted to the
new regulations from the ministry of finance regarding remuneration in the financial sector.
For a more detailed description of the remuneration policy, see page
96 in the annual report or the corporate website.
13. Information and communications

The board has set guidelines to ensure relevant, up-to-date and identical information to shareholders, financial investors and other actors in
the international capital markets. The market is updated through annual registration of Form F20 with the Securities and Exchange Commission in the USA, as well as annual reports and interim reports published on the corporate website according to a set financial calendar.
Employees have access to policies, guidelines, ethical standards, the
social responsibility policy and directives through the internal website.
Eksportfinans provides the market with comprehensive analytical
material in connection with submission of the accounts and separate
investor presentations. The information is made available concurrently to all stock exchanges on which the company’s debt instruments are listed, and on the corporate website.
The institution does not have set guidelines for communicating with
shareholders other than through the general meetings. However, all
financial information and other corporate information such as press
releases are forwarded to the shareholders separately.
14. Take-overs

As Eksportfinans considers a take-over bid to be an unlikely scenario,
guiding principles on how it will react in this situation have not been
developed. A take-over is considered unlikely due to the limited
number of shareholders, the limitation in the articles of association
on who can own shares, and the agreement between four major share95

Remuneration policy

The enclosed declaration for the determination of salary and other remuneration to the management is presented
to the ordinary general meeting by the board of directors for an advisory vote pursuant to sections 5-6(3) and (4)
and 6-16a of the Norwegian Public Limited Liability Companies Act. During 2011 the policy will be adjusted to reflect
applicable regulations from the Ministry of Finance regarding remuneration in the financial sector dated December
1, 2010, as amended on December 20, 2010 and supplemented by a circular memo issued by the Norwegian FSA
(Finanstilsynet) on February 21, 2011.

P

ersons comprised by the statement

Eksportfinans has an established remuneration policy for all employees. The policy includes special rules applicable to executive
management, employees with special responsibility for the company’s risk exposure and
other employees and elected officers with
similar compensation, as well as employees
involved in control activities. In Eksportfinans the executive management includes the President and CEO
and other executives reporting to the CEO, i.e. the executive management team. The policy applies to all new agreements in general.
Decision process

In December 2010 the board of directors established a remuneration
committee consisting of three members of the board, appointed for
one year periods. The committee shall ensure that Eksportfinans at any
given time practices guidelines and frameworks for a compensation
scheme that will apply to the whole company in general and for certain
specified categories of employees, including management, in particular.
The board of directors is responsible for adopting the elements to
be included in the executive management’s compensation plans and
guidelines for the determination of the actual annual compensation
(the amount of the various elements of the plan). The board also sets
the annual compensation for the President and CEO. The board’s
declaration for the determination of salary and other remuneration

•
•

•

•

Fixed pay

The main element of the company’s compensation plan shall be the
fixed base pay.
Options and share programs

As long as the ownership provisions in the company’s current articles of association are not amended, share options or share programs shall not be used in any form as an element of the management’s compensation plans.
Variable pay

When variable pay is used as one of the elements of the executives’ compensation plans, the following principles shall apply:
•

General points

•

To ensure access to qualified executives, the management’s compensation plans shall be competitive and on a par with the pay of
positions in the owner banks with which it would be natural to compare the company’s management positions.
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The management’s compensation plans shall not unfavorably affect the company or damage its reputation.
The board of directors shall assess each element of the compensation plan jointly, as a whole.
The board of directors shall annually be given an overview of
the aggregate value of the agreed remuneration of the executive
management.
Members of the executive management shall not receive any
special remuneration for board appointments in his/ her own
company.
Agreements on remuneration entered into before these guidelines
came into force shall be upheld.

Components

Remuneration to executive management

In this policy compensation plan means a pay package that may include
the following elements: fixed and/or variable pay, benefits in kind, a
pension plan and severance pay.
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•

•
•

•

There must be a clear connection between the targets on which
the variable pay is based and the company’s objectives.
Variable pay must be based on objective, definable and measurable criteria. The criteria shall be based on circumstances the
executive may influence.
Several target criteria shall be used and all shall be relevant.
The variable pay element must be transparent and easy to understand. When giving an account of the plan, an essential objective
must be to clarify the anticipated and maximum payment of each
executive.
The plan shall be limited in time.

•

Total variable pay in one year shall normally not exceed 6
months’ fixed pay.

Benefits in kind

The nature and value of benefits in kind shall be on a par with what is
customary for executives in the company’s line of business.

During 2011 the compensation plans for executives, including variable pay, will be adjusted to reflect current regulations for compensa- Remuneration to employees with special responsibility
tion policies in the financial sector.
for the company’s risk exposure and to other employees
Pension plan

or elected officers with similar compensation

The regulations regarding variable pay to executive management
To secure access to qualified executives, pension benefits for execu- mentioned above shall also apply to employees involved in control
tive management shall be based on the pension benefits of other em- activities. The necessary adjustments will be made during 2011.
ployees, but shall be on a par with the plans of positions in the owner
banks with which it would be natural to compare the company’s executive positions.
Remuneration to employees involved in control activities
Remuneration to employees involved in control activities shall be
The board of directors shall obtain an overview of the total costs of independent of the results in the business area they control.
the pension plan before any agreement is signed. Any commitments
the company undertakes through the management’s pension scheme The regulations regarding variable pay to executive management
shall, to the extent practicable and reasonable within the framework mentioned above shall also apply to employees involved in control
of current laws and regulations, be covered by entering into a pen- activities. The necessary adjustments will be made during 2011.
sion insurance agreement with a life insurance company.
Remuneration to elected officers

The retirement age for the current President and CEO is set at 62 The regulations regarding variable pay to executive management
years. For the rest of the executive management the retirement age mentioned above shall also apply to elected officers. The necessary
is set at 65 years.
adjustments will be made during 2011.
Eksportfinans is in the process of reviewing its pension scheme, and
plans to implement a new scheme with effect from January 1, 2012. As
part of the review, both the benefit level and the retirement age, including the retirement age of the President and CEO, will be considered.
Eksportfinans’ future pension plan will to the extent possible be in line
with the recently revised pension plans of its largest owner banks.
Severance pay

Where a member of the company’s executive management has previously agreed to waive the provisions relating to employment protection rights in the Working Environment Act, an agreement may
be made on severance pay. Severance pay shall not normally be used
in case of voluntary resignation. The severance pay scheme shall be
adjusted to the results obtained over time, and ensure that failure to
obtain agreed results is not a basis for severance pay.

Declaration for 2010

The board confirms that the declaration for the determination of
salary and other remuneration approved in April 2010 has been followed in 2010. One new member of the executive management team
was recruited during the year in accordance with these principles.
In accordance with the agreement entered into between Eksportfinans and the Norwegian government on November 26, 2008 whereby Eksportfinans could borrow money from the government in order
to finance export credits, salaries and other remuneration to executive managers in Eksportfinans were not increased in 2009 or 2010.
In the same period, executive mangers in Eksportfinans were not
able to accumulate rights to bonuses or receive bonus payments.

The severance pay shall not exceed 12 months’ fixed pay in addition
to any pay during the period of notice. It may also contain other financial benefits and benefits in kind. In case of appointment to a new
position elsewhere, severance pay shall be reduced by a proportionate amount, calculated on the basis of the new annual income. Such
reduction may only be made after expiry of the ordinary period of
notice for the position.
In connection with workforce reduction processes, severance pay
may be agreed in case of voluntary resignation, and the above-mentioned upper limit of 12 months’ fixed pay may be exceeded. This applies if the calculation of the executive’s severance pay is made pursuant to the rules applying to the severance pay of other employees.
A reduction due to such income as mentioned in this paragraph shall
not be made if this is not required under the general rules. Severance
pay may be withheld if the terms for summary dismissal are present.
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Financial analysis
PARENT COMPANY

GROUP

IFRS

NGAAP

2010

2009

2008

2007

2006

1,419

1,470

823

434

357

IFRS
(NOK millions)

NGAAP

2010

2009

2008

2007

2006

STATEMENTS OF INCOME
Net interest income

1,419

1,470

823

434

357

2

2

2

4

6

2

2

2

4

6

Commissions and income related to banking
services

7

8

40

7

7

Commissions and expenses related to banking
services

7

8

40

7

7

(603)

(3,793)

3,977

(672)

(179)

Total gains/(losses) on financial instruments at
fair value and foreign currencies

(603)

(3,793)

3,977

(672)

(179)

7

15

18

19

18

195

187

178

162

155

0

0

0

0

0

623

(2,501)

4,602

(384)

40

175

(699)

1,288

(110)

8

448

(1,802)

3,314

(274)

32

0

339

64

448

(1,462)

3,378

Other income

7

15

18

19

18

195

187

178

162

155

0

0

0

0

0

Pre-tax-operating profit/(loss)

623

(2,501)

4,602

(384)

40

Taxes

175

(699)

1,288

(110)

8

Profit/(loss) for the year

448

(1,802)

3,314

(274)

32

0

1

41

125

127

Comprehensive income for the period

448

(1,801)

3,355

(149)

159

Profit for the year excluding unrealized gains/
(losses) on financial instruments at fair value 5)

859

1,041

365

294

243

Total operating expenses
Impairment charges on loans

Proft/(loss) for the year from discontinued
operations, net of taxes
(274)

32

859

1,041

216

227

191

43,014

64,126

90,044

90,338

75,977

Loans and receivables due from credit institutions

43,014

64,126

36,188

27,334

21,408

85,095

66,677

57,993

34,808

23,598

Loans and receivables due from customers

85,095

66,677

112,751

98,777

78,954

67,921

76,090

108,137

80,133

63,920

Securities

67,921

76,090

108,137

80,133

63,920

0

0

518

518

518

BALANCE SHEETS
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19,519

18,361

39,822

12,583

8,065

215,549

225,254

296,514

218,380

172,078

Investments in group companies
Other assets
Total assets

48

38

326

324

47

186,402

197,634

259,041

206,315

160,555

21,887

20,253

27,923

7,438

6,461

Other liabilities

2,056

1,921

2,354

1,938

2,222

Subordinated debt/capital contribution securities
Shareholders' equity

5,156

5,408

6,870

2,365

2,793

215,549

225,254

296,514

218,380

172,078
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Deposits by credit institutions
Commercial paper and bond debt

Total liabilities and shareholders' equity

19,519

18,361

39,825

12,476

8,083

215,549

225,254

296,901

218,720

172,365

48

38

326

324

47

186,402

197,634

259,041

206,315

160,555

21,887

20,253

27,972

7,481

6,512

2,056

1,921

2,354

1,938

2,222

5,156

5,408

7,208

2,662

3,029

215,549

225,254

296,901

218,720

172,365

PARENT COMPANY

GROUP

IFRS

NGAAP

IFRS

2010

2009

2008

2007

2006

(NOK millions)

8,5 %

-23,8 %

73,2 %

-10,6 %

1,2 %

Return on equity after taxes 1)

11,8 %

-40,7 %

99,7 %

-14,9 %

1,5 %

Return on equity before taxes 1)

0,59 %

0,57 %

0,29 %

0,20 %

0,21 %

Net return on average assets and liabilities

NGAAP

2010

2009

2008

2007

2006

8,5 %

-28,6 %

11,8 %

-39,6 %

68,0 %

-5,2 %

5,7 %

93,3 %

-13,5 %

0,59 %

1,4 %

0,57 %

0,28 %

0,18 %

0,19 %

KEY FIGURES

0,64 %

0,56 %

0,32 %

0,22 %

0,23 %

Return on assets 2)

0,64 %

0,56 %

0,32 %

0,22 %

0,23 %

0,09 %

0,07 %

0,06 %

0,07 %

0,09 %

Net operating expenses/average assets 3)

0,09 %

0,07 %

0,06 %

0,07 %

0,09 %

123,412

781

1,238

411

(133)

(45)

123,412

122,202

80,432

56,413

41,977

Total loans outstanding 4)

122,202

139,228

124,689

99,059

33,654

73,371

25,296

22,785

23,597

New loans

33,654

73,371

33,343

39,183

35,877

72,231

69,339

93,718

80,681

56,530

New bond debt

72,231

69,339

93,718

80,681

56,530

17,6 %

13,3 %

10,7 %

8,4 %

11,9 %

Capital adequacy

17,6 %

13,3 %

11,6 %

9,6 %

12,2 %

34,5 %

23,3 %

22,9 %

17,3 %

13,9 %

Public sector borrowers/guarantors

34,5 %

23,3 %

48,9 %

56,8 %

60,8 %

Return on equity (excluding unrealized gains/
(losses) on financial instruments at fair value)
after taxes 5)

17,7 %

24,2 %

10,2 %

10,6 %

9,3 %

98

98

110

103

100

17,7 %

24,2 %

6,3 %

11,3 %

7,8 %

98

98

96

88

87

Allocation to/(from) other equity

Number of employees

781

Definitions:
1) Return on equity: Profit for the period/average equity.
2) Return on assets: Net interest income including provisions/average assets.
3) Net operating expenses/average assets: Net operating expenses (administrative and operating expenses + depreciation - other income)/average assets.
4) Total loans outstanding: Consists of Loans due from customers and part of Loans due from credit institutions in the balance sheet. Accrued interest and unrealized gains/
(losses) are not included.
5) Profit the year excluding unrealized gains/(losses) on financial instruments at fair value for the Company is calculated below:

(NOK millions)
Comprehensive income for the period in accordance with IFRS
Net unrealized losses/(gains) on financial instruments at fair value 1)
Net unrealized losses/(gains) on foreign currencies 1)
Unrealized losses related to Icelandic banks that are included above
Loss/profit for the period from discontinued operations
Tax-effect 2)
Non-GAAP profit for the period excluding unrealized gains/(losses) on financial instruments at fair value
Return on equity based on profit for the period excluding unrealized gains/(losses) on financial instruments at fair value

2010

2009

448

(1,462)

0

3,771

554

87

17

91

0

(339)

(160)

(1,107)

859

1,041

17,7 %

24,2 %

1) See note 5 to the accompanying financial statements. The amount includes the fair value increase of NOK 17 million (at exchange rates applicable at December 31, 2010)
and the increase of NOK 91 million (at exchange rates applicable at December 31, 2009) related to the Icelandic bank exposure.
2) 28 percent of the unrealized items above.
3) Return on equity: Profit for the period/average equity adjusted for proposed not distributed dividends.
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