


27. Securities - continued

Shares at fair value with value change against equity

No. of % equity  Acquisition Fair

shares stakes cost value
Shares available for sale
Coventure 1,619 8.72 3 2
Brage Finans 7,000,000 14.00 8 8
Eksportfinans 3,497 1.32 41 51
Frende Holding 647,400 9.96 81 81
Nordito Property 309,243 3.05 1 8
Norne Eierselskap 4,452,381 14.84 13 13
PBS Holding 2,554,263 1.39 1M 108
Sakorninvest Sgr 571,400 3.30 2 1
Visa Inc. A-shares 7,154 1.38 3 3
Other companies 7 4
Unit trusts
Norgesinvestor Opportunities 76,800 8 10
Norgesinvestor Pro 50,000 5 7
Shares in limited liability companies
Skagerak Venture Capital b 4
Skagerak Seed Capital 1 1

Total shares and unit trusts available for sale 290 301



28. Funding risk

Funding risk / remaining life

The funding risk is defined as risk of the bank not being able to meet its obligations at maturity or to refinance its debt

as it falls due for payment, or being unable to fund an increase in total assets. Funding risk arises as a result of differ-

ent remaining lives for claims and liabilities. The bank makes every effort to reduce the risk by prioritizing more long-

term funding, provided this can be arranged at an acceptable cost in relation to short-term funding. Furthermore, the

way in which the overall deposit coverage ratio develops is crucial for the bank’s dependence on the money market.

The tables below show the remaining life of the main item son the liabilities side of the group’s balance sheet, in-
cluding interest from 31/12 and up to maturity.

Group

Liabilities as at 31.12.2010

Liabs. to financ. institutions

Deposits from and liabs. to customers
Securitized debt

Other liabilities

Subordinated loan capital

Perpetual Hybrid Tier 1 Capital

Total liabilities

Group

Liabilities as at 31.12.2009

Liabs. to financ. institutions

Deposits from and liabs. to customers
Securitized debt

Other liabilities

Subordinate loan capital

Perpetual Hybrid Tier 1 Capital

Total liabilities

Group

Liabilities as at 31.12.2008

Liabs. to financ. institutions

Deposits from and liabs. to customers
Securitized debt

Total liabilities

Subordinate loan capital

Total liabilities

Upto1
mnth.
405

17 290
3

144

17 842

Upto1
mnth.

524

16 985

169

17 678

Upto1
mnth.

245
16 064

116

16 435

1-3
mnths.
11

61

816

84

2

2

976

1-3
mnths.

62

68

1-3
mnths.
336

60

924
115

1435

3
mnths.-
1 year
80

2312
45
7
9
2 453

mnths.-
1 year
300
1525
35
1864

mnths.-
1 year

3249
56

3309

1-5
year
5 104

8063
6

36

49

13 258

1-5
year
5442

7 419
12

518
13 391

1-5
year
1170
5
8128
18

9321

No

over maturity

5years agreed
410

912
181

311

261
1894 181
No

over maturity
5years agreed
448

464
207

354
1266 207
No

over maturity
5years agreed
745

1122
738

423
2290 738

Total Balance

inc. sheet
interest total
6010 5628
17 351 17 319
12106 11034
460 460

356 300

321 200

36604 34941

Total Balance

inc. sheet
interest total
6714 6078
16995 16971
9 408 8 664
485 485

354 300

518 400

34474 32898

Total Balance

inc. sheet
interest total
2 496 2118
16133 16066
13433 11882
1043 1043
423 299

33528 31408




28. Funding risk - continued

Parent Bank 3 No Total Balance

Upto1 1-3 mnths.- 1-5 over maturity inc. sheet
Liabilities as at 31.12.2010 mnth. mnths. 1 year year 5years agreed interest total
Liabs. to financ. institutions 405 11 80 5104 410 6010 5628
Deposits from and liabs. to customers 17 309 61 17370 17338
Securitized debt 3 816 2312 8063 912 12106 11034
Other liabilities 129 80 41 b 166 422 4272
Subordinated loan capital 2 7 36 311 356 300
Perpetual Hybrid Tier 1 Capital 2 9 49 261 321 200
Total liabilities 17 846 972 2449 13258 1894 166 36585 34922
Parent Bank 3 No Total Balance

Upto1 1-3 mnths.- 1-5 over maturity inc. sheet
Liabilities as at 31.12.2009 mnth. mnths.  1year year byears agreed interest total
Liabs. to financ. institutions 697 300 5 4472 448 6 887 6251
Deposits from and liabs. to customers 17 006 6 4 17016 16992
Securitized debt 1525 7419 464 9 408 8 664
Other liabilities 169 62 35 12 177 455 455
Subordinated loan capital 354 354 300
Perpetual Hybrid Tier 1 Capital 518 518 400
Total liabilities 17 872 68 1864 13391 1266 177 34638 33062

Liquidity indicator
The bank uses liquidity indicators according to Norges Bank's standard, with the addition of unused drawing rights.

Liquidity indicator 1 may be defined as follows:

Financing with remaining life of more than 1 year
Illiquid assets

2010 2009 2008
Liquidity indicator 1 as at 31/12 112.3 113.7 105.5

Liquidity indicator 1 - average for the year 111.2 110.6 106.3

29. Interest rate risk

Interest rate risk / remaining time until agreed / probable interest rate re-fixing

Interest rate risk arises when there are differences in the interest rate fixing period between asset and liability items.
The bank will therefore not be able to apply interest rate changes on a parallel basis for all balance sheet items. Total
interest rate risk, together with interest rate risk relating to the portfolio of certificates and bonds, is reported on a
regular basis to the board of directors. The bank shall have a moderate risk and throughout the year, the risk has
been within the limits adopted by the board of directors.

Based on the bank’s balance sheet as at 31 December 2010, a parallel shift in the yield curve of 1 percentage point
would produce an aggregate impact on the overall result of approx. MNOK 1.3.



29. Interest rate risk - continued

The table below shows the remaining time until the next interest rate re-fixing for the main items in the group’s balance
sheet as at 31 December 2010.

3
Group Upto1 1-3 mnths.- 1-5 Over5 No
Assets month  mnths. 1 year year years interest Total
Cash and claims on central banks 366 63 429
Loans to and claims on financial institutions 16 16
Loans to and claims on customers 4 29978 90 777 136 30 985
Bonds and certificates 967 2 260 1953 103 54 5337
Other asset items 930 930
Total assets 1353 32238 2043 880 190 993 37697
Of which in foreign currencies 123 1219 22 120 1474

3

Upto1 1-3 mnths.- 1-5 Overb No

Equity and liabilities month mnths. 1 year year years interest Total
Liabs. to financ. institutions 914 2 438 2276 5628
Deposits from and liabs. to customers 180 16289 845 5 17 319
Securitized debt 906 4 004 2090 3160 874 11034
Other liabilities 460 460
Subordinated loan capital 300 300
Perpetual Hybrid Tier 1 Capital 200 200
Equity 2756 2756
Total equity and liabilities 2000 23231 5211 3165 874 3216 37697
Of which in foreign currencies 572 207 17 796
Net interest rate exposure on the balance sheet -647 9007 -3168 -2285 -684  -2223
Nominal value of financial derivatives
that effect the interest rate exposure -479  -3605 760 2539 785
Total interest rate exposure -1126 5402 -2408 254 101 -2223
Net interest rate exposure as a percentage of assets  -3.0 14.3 -6.4 0.7 0.3 -5.9

3
Parent Bank Upto1 1-3 mnths.- 1-5 Overb No
Assets month mnths.  1year year years interest Total
Cash and claims on central banks 366 63 429
Loans to and claims on financ. institutions 1590 1590
Loans to and claims on customers 4 24603 53 543 102 25305
Bonds and certificates 4970 2 260 1953 103 54 9 340
Other asset items 1010 1010
Total assets 6930 26863 2006 646 156 1073 37674

Of which in foreign currencies 123 1219 22 120 1 484



29. Interest rate risk - continued

Parent Bank

Equity and liabilities
Liabs. to financ. institutions

Deposits from and liabs. to customers
Securitized debt

Other liabilities

Subordinated loan capital
Perpetual Hybrid Tier 1 Capital

Equity

Total equity and liabilities

Of which in foreign currencies

Net interest rate exposure on balance sheet
Nominal value of financial derivatives that
affect the interest rate exposure

Total interest rate exposure

Net interest rate exposure
as a percentage of total assets

Upto1
month
914
180
206

2000

572

4930
-479

4 451

11.8

30. Bond and certificate debt according to maturity

ISIN number
NO 0010344864
NO 0010593239
NO 0010416878
NO 0010279300
NO 0010590235
NO 0010350424
NO 0010438989
NO 0010442056
NO 0010311111
NO 0010460330
NO 0010467525
NO 0010490410
NO 0010563794
NO 0010585284
NO 0010302425
TOTAL

Ticker
SORG10 PRO
Certificate
SORG15 PRO
SORGO4
Certificate
SORG11 PRO
SORG17 PRO
SORG18 PRO
SORGO7 PRO
SORG19 PRO
SORG20 PRO
SORG21 PRO
SORG22 PRO
SORG23 PRO
SORGO6

Nominal
amount
750

200

900

850

400

800

865

900

900

500

900

900

800

625

900
11190

Of which
for own
account

160
0
75

o O o o oo

25

o o o o o

265

1-3
mnths.
2 438
16 308
4 004

300
200

23 250

207

3613

-4 005

-392

-1.0

Fair value
590
200
834
856
401
812
872
206
912
511
935
925
787
624
874

11039

3
mnths.- 1-5
1 year year
2276
845 5
2090 3160
521 3165
-3205 -2519
760 2939
-2 445 420
-6.5 1.1
Coupon
NIBOR 3M + 0.065
2.60 %
5.50 %
3.75 %
2.91%
5.00 %

NIBOR 3M + 0.69
NIBOR 3M + 0.78
4.45%
7.00 %
NIBOR 3M + 2.15
5.25%
NIBOR 3M + 0.55
NIBOR 3M + 1,00
4,25 %

Over 5
years

874

2
874 3

-718 -2

785

67 -2

interest

No
Total
5628
17 338
11034
422
300
200
2752
37 674

422

752

174

17 796

101

101

0.2 -5.6

Repayment
structure

Final
maturity
10/02/2011
07/03/2011
16/05/2011
18/08/2011
19/10/2011
26/01/2012
04/06/2012
03/10/2012
15/05/2013
26/09/2013
17/02/2014
17/09/2014
04/02/2015
16/09/2015
19/02/2016



31. Subordinated loan capital

Of which
Nominal for own Repayment Final
ISIN number Ticker amount account Fair value Coupon structure maturity
NO 0010329626 SORGO08 PRO 300 0 296 NIBOR 3M + 0,42 Bullet 15.03.2017
32. Perpetual Hybrid Tier 1 Capital
Of which
Nominal for own Repayment Final
ISIN number Ticker amount account Fair value Coupon structure maturity
NO 0010592348 SORG24 200 0 206  NIBOR 3M + 3,60 Bullet  Perpetual
33. Derivatives
2010 2009 2008
Assets Liabs. Assets Liabs. Assets Liabs.
Book Book Book Book Book Book
Ordinary banking operations as at 31.12. value value value value value value
Forward exchange contracts - bought and sold 10 26 20 17 403 390
Interest swap contracts 90 39 67 42 118 63
FRA contracts 0 0 0 0 0 5
Total financial derivatives 100 65 87 59 521 458
Interest rate swaps: Agreements to swap interest rates for a nominal amount for a fixed period.
Forward exchange contracts: Agreements to buy or sell a certain currency amount at a future date at an agreed rate.
FRA contracts: Agreements fixing an interest rate for a nominal amount for a future period.

34. Security and guarantees

Bonds and certificates at a book value of BNOK 3.2 have  Covered bonds issued by Sgr Boligkreditt AS, with a
been pledged as collateral for intra-day loans and loans  nominal value of BNOK 3.5, are owned by the bank and
in Norges Bank. Such loans will be fully secured through  used in connection with the swap scheme established by
pledging of securities in the VPS ASA. Norges Bank.



T THE CONTROL COMMITTEE’S ANNUAL REPORT FOR 2010

To Sparebanken Sgr’s Board of Trustees

During the course of the year, the Control Committee has monitored the Bank’s operations in accor-
dance with the Savings Banks Act and currently valid directives and instructions.

The Bank's operations have been conducted in compliance with the Savings Banks Act, the Bank's by-
laws, the Board of Trustees’ resolutions and other currently valid rules and regulations.

The Control Committee has examined the Bank's annual financial statements for 2010 and recommends
that the Profit and Loss Account and Balance Sheet are adopted as the Bank'’s official accounts.

The Control Committee is of the opinion that the Board of Directors” assessment of the Bank's financial
position covers all appropriate and relevant aspects.

Arendal, 17. March 2011
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Sverre Irgens Dag Jorgen Hveem



AUDITOR’S REPORT FOR 2010 HEE

s

KPMG A5 Telephone +47 D0E3

PO Box 10 Fax 47 37 00 92 25
luni |15k liww 4 Intenat WA KM o
N-4807 Awandal Cntemprisa 930 104 G27 MVA

To the Supervisory Board of Sparebanken Sor
INDEPENDENT AUDITOR'S REPORT

Repaort on the Financial Statements

We have audited the accompanying (inancial statements of Sparebanken Sor, which compnise the
Anancial statements of the parent bunk and the consolidated Anancial statements. The parent
bank’s and the consolidated financial statements comprise the balance sheet as a1 31 December
2010, and the income statement and the statement of other comprehensive income, statement of
changes in equity and cash tlow statement for the vear then ended. and a summary of significant
accounting policies and other explanatory information.

The Board af Divectars and the Managing Director's Responsibility for the Financial Staremenis
The Board of Directors and the Managing Darcctor are responsible for the preparation and fair
presentation of the financial statemems in accordance with Intemartional Financial Reporting
Standards as adopted by the LU, and for such internal control as the Beard of Directors and the
Managing Director determine is necessary to enable the preparation of financial statements that

Awditor's Responsthility

Our responsibilily is to express an opinion on these financial statemenis based on our audit. We
conducted our awdit n sccordance with laws, regulations, and suditing standards and practices
generally aceepted in Norway, including International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the lnancial statements. The procedures selected depend on the auditor's
judgment. incleding the assessment of the risks of material misstatement of the financial
statements, whether due (o fraud or error. In making those nsk assessments, the auditor considers
internal control relevant 1o the entity"s preparation and Fur presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the pumpose of expressing an opinion on the effectiveness of the entity’s internal control. An
audit also incledes evaluating the appropriatencss of accounting policies used and the
reasonableness of accounting ¢stimates made by management, as well as evaluating the overall
presentation of the hnancial statements.

We believe that the audit evidence we have obtained 15 sulficient and appropriate to provide a
basis for our audit opinion.

Chninton

In our opirion, the Gnancial statements give a true and fair view of the financial position of the
parent bank and the group Sparebanken Sor as at 31 December, 2010, and of their financial
performance and cash flows for the year then ended in accordance with International Financial
Reporting Standards as adopted by the ELL
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lTE AUDITOR’S REPORT FOR 2010

H- m
AT

Independent awiditor's report
Spaerrrhankenr Sar

Eeport on Other Legal and Regulatory Requirements

Cpinion on the Board of Divectors " repors

Based on our audit of the financial statements as described above, it is our opinion that the
information presented in the Board of Directors’ repont coneerning the financial statements, the
going concern assumption, and the proposal for the allocation of the profit is consistent with the
financial statements and complics with the law and regulations,

Upinion on Accowniing Regiztranion and Documentarion

Rased on our audit of the financial statements as described above, and control procedures we
have considered necessary in accordance with the International Standard on Assurance
Fngagements (ISAE) 3000, «Assurance Engagements Other than Audits or Reviews of Historical
Financial Informations, it is our opinion that the bank’s management has fulfilled its duty o
produce a proper and clearly set out registration and documentation of the bank's accounting
information in accordance with the law and bookkeeping standards and practices generally
accepted in Norway.

Arcndal. 15 March 2011

——KPMG AS
. - d .lr" Fa 9

A | -||
TerjeH. Holst

Stearve Awtorized Avconwntant

[ Translation has been made for information purposes only]
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DECLARATION FROM THE BOARD OF DIRECTORS AND

The Board of Directors and the Bank's Chief Executive
Officer have today dealt with and approved the Annual
Report and Accounts for the Parent Bank and Spareban-
ken Sor Group for the calendar year 2010 and as at 31
December 2010.

The Annual Accounts for the Parent Bank and Group
have been prepared in accordance with the EU-approved
IFRS and related interpretation statements, and in com-
pliance with further information requirements relating
to the Accounting Act and which are to be applied as at
31.12.2010. The Annual Report for the Group and Parent
Bank is in accordance with the requirements contained
in the Accounting Act and compliance with Norsk Regn-
skapsstandard 16 (Norwegian Accounting Standard] as
at 31.12.2010.

CHIEF EXECUTIVE OFFICER

According to our best conviction:

- The Annual Accounts for 2010 for the Group and Parent
Bank have been prepared in accordance with currently
applicable accounting standards.

- The information contained in the accounts gives a cor-
rect, fair and true picture of the Group’s and Parent
Bank's assets, liabilities and financial position and re-
sult as a whole as at 31 December 2010.

- The Annual Report for the Group and Parent Bank gi-
ves a correct, fair and true overview of:

- the development, result and financial position of the
Group and Parent Bank

- the most central risk- and uncertainty factors facing
the Group and Parent Bank

Arendal, 15 March 2011

TM(Z\L,- W (
Torstein Moland

Chairman Deputy Chairman

Unni Grete Farestveit Kjell Pedersen-Rise
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Erling Holm Hilde Sakariassen
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Jill Akselsen Olav Inge Nordbg

Per Adolf Bentsen

Cathy Steller Geir Bergskaug

CEO



KEY FIGURES 2010-2006 (GROUP)

Profit and loss account in MNOK 2010
Interest and credit commission income 1515
Interest costs 847
Net interest and credit commission income 668
Net commission income 152
Net income from financial instruments 216
Net other operating income 19
Total other operating income 387
Operating costs 459
Operating result before losses 596
Losses on loans, guarantees, etc. 122
Pre-tax profit 474
Tax cost 106
Result from continued operations 368
Result from discontinued operations

Profit for the year 368
Profit and loss account as a % of average total assets 2010
Interest and credit commission income 4.15%
Interest costs 2.32%
Net interest and credit commission income 1.83%
Net commission income 0.42%
Net income from financial instruments 0.59%
Net other operating income 0.05%
Total other operating income 1.06%
Operating costs 1.26%
Operating result before losses 1.63%
Losses on loans, guarantees, etc. 0.33%
Pre-tax profit 1.30%
Tax cost 0.29%
Result from continued operations 1.01%
Average total assets 36 500

From the balance sheet

Total assets 37 697
Gross loans 31 264
Deposits from customers 17319
Equity and related capital 3 256
Capital adequacy ratio 15.5 %
Core capital adequacy 14.0 %

Other key figures

Cost as a % of income 43.5 %
Costs as a % of income, ex. income from financial instruments 54.7 %
Deposits as a % of gross loans 55.4 %
Return on equity 15.0 %

No. of man-years . Group 363

2009

1571
948
623
151

19
176
482
317
109
208

56
152

148
2009

4.43%
2.67%
1.76%
0.42%
0.02%
0.06%
0.50%
1.36%
0.90%
0.31%
0.59%
0.16%
0.43%
35500

35340
29 440
16 971
3142
15.8 %
14.1%

60.3 %
60.8 %
57.6 %
6.5%
388

2008

2 241
1609
632
155
-139
25

41
525
148
114
34
38

-16
-20

2008

7.05%
5.06%
1.99%
0.49%
-0.44%
0.08%
0.13%
1.65%
0.47%
0.36%
0.11%
0.12%
-0.01%
31794

33675
28519
16 066
2566
12.7%
1.1 %

78.0 %
64.7 %
56.3 %
-0.9 %

388

2007

1573
1014
559
195
56

19
270
480
349

337
99
238

238

2007

5.64%
3.64%
2.00%
0.70%
0.20%
0.07%
0.97%
1.72%
1.25%
0.04%
1.21%
0.36%
0.85%
27 890

30178
25934
15 695
2575
12.1%
10.6 %

57.9 %
62.1 %
60.5%
11.5%

415

2006

1001
504
497
185

37
19
241
433
305
-1
306
88
218

218

2006

4.27%
2.15%
2.12%
0.79%
0.15%
0.08%
1.02%
1.84%
1.30%

1.30%
0.37%
0.93%
23 453

26 227
22215
14 591
2361
13.0 %
11.3 %

58.7 %
61.8%
65.7 %
11.6 %

402



PURPOSE

Sparebanken Sgr’s corporate governance principles will
ensure that the bank’s corporate governance is in accor-
dance with generally accepted and recognized views and
standards and also statutes and regulations.

The principles describe the general guidelines and the
aimis to ensure good cooperation between the bank’s va-
rious partners, such as lenders, customers, employees,
governing bodies, management and society as a whole.
The principles of corporate governance describe how the
bank will be managed and supervised in order to create
values for the bank and its partners.

The corporate governance principles have been specified
in various controlling documents for Sparebanken Sgr's
operations. This includes the bank’s articles of associati-
on, strategies, management and supervision framework,
code of conduct and own-account trading routines.

The controlling documents have been based on the Nor-
wegian Code of Practice for Corporate Governance and
also the Committee of European Banking Supervisors’
principles for good corporate governance.

One of the aims of Sparebanken Sgr is to satisfy the re-
commendations in the above-mentioned documents, as
far as this is possible.

OPERATIONS

Sparebanken Sgr is a financial group, which consists of
the parent bank and subsidiaries. References to the bank
and / or Sparebanken Sgr in this article concern the Spa-
rebanken Sgr group.

The object of Sparebanken Sgr is to provide financial ser-
vices to the private sector, industry and commerce and
the public sector in the counties of Vest Agder, Aust Ag-
der and Telemark. The business will be conducted with
satisfactory profitability and justifiable risk. The strategy
plan contains a description of the bank’s objectives and
strategies. The strategic basis is evaluated by the board
of directors and management at least annually and the
bank’s plans are adjusted on an ongoing basis. The mar-
ket is updated through presentation of quarterly reports.
Sparebanken Sgr's social responsibility is extensive and
is attended to in several ways, primarily through non-
profit activities, participation in and helping to organize
meeting places for industry and commerce and the com-

CORPORATE GOVERNANCE IFXH

munity and also assets in companies / funds, the pur-
pose of which is to create growth and development.
Sparebanken Sgr has a customer-oriented organization
with the retail banking and corporate market as the core
business areas. These are supplemented by support are-
as and group services.

The bank’s organizational structure is dynamic and is
assessed on the basis of changed needs and framework
conditions.

NOMINAL SHARE CAPITAL AND DIVIDEND
Sparebanken Sgr is a self-owning institution. The bank
has not issued Equity Certificates or other external equity
capital and therefore does not have any external owners.
An external supply of capital is achieved through issue of
covered bonds.

The board of directors makes at least an annual assess-
ment of the capital situation in the bank and the last time
this was done was at the end of 2010. Sparebanken Sgr's
profit for the year after allocations to donations is trans-
ferred to primary capital.

SUPERVISORY BOARD AND CONTROL COMMITTEE
The supervisory board is the bank’'s supreme body and
will ensure that the bank operates according to its object
in accordance with applicable statutes, articles of asso-
ciation and its own resolutions. The supervisory board is
composed of 28 members, who are elected by the bank’s
depositors (a total of 16 members), the counties of Vest-
Agder, Aust-Agder and Telemark (a total of 5 members)
and the bank’s employees (a total of 7 members).
Amendment of the bank’s articles of association may be
resolved by the supervisory board when a motion regar-
ding this has been put forward at previous meeting. The
resolution is valid when at least two thirds of those pre-
sent and at least half of all the members of the supervi-
sory board vote in favour of it.

Notice of ordinary meetings in the supervisory board is
given in accordance with provisions in the Savings Banks
Act and the Financial Services Act. A notice of the ordi-
nary meeting of the supervisory board is sent annually by
the end of March, where items on the agenda include the
annual accounts, annual report, auditor’s report and the
report from the control committee. Allocation of donati-



ons is also discussed at this meeting. At the end of April
each year a meeting of the Supervisory board is held to
elect members of the board of directors and the control
committee, etc. A separate election is held among custo-
mers and employees in order to elect representatives on
the Supervisory board.

The supervisory board has elected an election committee
that puts forward proposals to depositor-elected mem-
bers of the supervisory board, the board of directors and
the control committee. The chairman and deputy chair-
man of the supervisory board are elected in a separate
election.

The control committee, who are also elected by the su-
pervisory board, shall supervise the bank’s operations. In
accordance with the articles of association, the control
committee must be composed of 3 members and 2 depu-
ty members. The board of directors, CEO and members
of the executive management and specialists also attend
the meeting of the supervisory board, as required.

ELECTION COMMITTEE

In accordance with the articles of association, the elec-
tion committee in Sparebanken Sgr is composed of 5
members and 5 deputy members. Representatives from
all groups are represented on the supervisory board. The
election committee must give the reasons for its recom-
mendations and these must contain relevant information
about the candidates, including qualifications, capacity
and independence. The recommendation must also in-
clude information about the committee’s work. The
election committee also attends the supervisory board
meeting and puts forward its proposals. The election
committee puts forward proposals regarding remunera-
tion to employee representatives. No board members or
representatives from the management are members of
the election committee.

BOARD OF DIRECTORS, COMPOSITION AND
INDEPENDENCE

The board of directors is composed of 9 members and
must have 3 representatives from each the Agder co-
unties, 1 representative from Telemark and 2 employee
representatives. Similarly, 4 deputy members are elec-

ted for 2 and 1 year at a time. The chairman and deputy
chairman are elected by the supervisory board. At pre-
sent, four of the regular board members are women.
Important criteria for election of board members and
the composition of the board are qualifications, gender,
capacity and independence. The majority of the board
members must be not be connected to the bank’s mana-
gement and main business relations. The total compe-
tence of the board of directors will be assessed regularly
in relation to the bank’s challenges and the result of the
assessment will be reported to the election committee.
The board of directors has set up an audit committee
composed of 3 board members, which plans 5 meetings
a year. The members are elected for one year at a time
and at least one member must have accounting qualifi-
cations. The object of the audit committee is to comply
with EU’s Statutory Audit Directive and provide advice
and carry out preparatory work for the board of directors
related to the accounts reporting process, risk manage-
ment, internal control, internal audit and elected auditor.
The audit committee reviews the draft quarterly and an-
nual report before these are discussed by the board of
directors. The committee assesses compliance with the
accounting principles and general accepted accounting
standards and also valuation and presentation. In its re-
view of the accounts, the committee has discussions with
the management, the internal audit and the elected au-
ditor.

The duties of the audit committee include ensuring that
the bank has independent and efficient internal and ex-
ternal auditing, and that the risk management systems
function efficiently. At least once a year, the committee
has a meeting with the elected auditor and the bank’s
chief auditor individually, with no one from the adminis-
tration present.

THE BOARD OF DIRECTORS’ WORK

The board of directors of Sparebanken Sgr has 11 fixed
meetings a year, as well as meetings in connection with
strategy work. A wheel of the year has been drawn up
for the board of director’s work. The board of directors
places special emphasis on the work with annual review
of the strategy plan. The board of directors also assesses



whether the bank’s capital situation and risk picture is

commercially justifiable and within the statutory fram-

ework.

The CEO prepares matters to be discussed by the board

of directors in cooperation with the chairman of the

board. The board of directors has overriding responsibi-
lity for management of Sparebanken Sgr and for supervi-
sing the day-to-day management and the bank’s opera-
tions. The board of directors” management responsibility
includes responsibility for organizing the bank properly,
responsibility for establishing plans and budgets for the
bank, responsibility for keeping itself updated about the
bank’s financial situation and that the bank’s operations,
asset management and accounts are under satisfactory
supervision. The board of directors must follow the object
of the business laid down in the bank’s articles of as-
sociation and must follow the guidelines and framework
conditions laid down by the government, the Financial

Supervisory Authority of Norway, the supervisory board

and the control committee.

As part of its work, the board of directors has set up two

committees:

e The audit committee, which will ensure that Spareban-
ken Sgr has an independent and efficient external and
internal auditing and also accounting and risk repor-
ting in accordance with the statutes and regulations.

e The remuneration committee, which will ensure that
the bank practises a competitive wage policy, which
the bank’'s management finds motivating with a view
to implementing the adopted strategy and established
objectives and that complies with the applicable requ-
lations.

The bank’s internal auditor reports to the board of direc-

tors and is entitled to attend board meetings. An annual

report regarding the work carried out is submitted to the
board of directors. The board of directors approves the in-
ternal auditor’'s annual plan and resource requirements.

RISK MANAGEMENT AND INTERNAL CONTROL

Good risk and capital management are key elements of
Sparebanken Sgr’'s long-term value creation. The bank’s
overriding objectives have been laid down in the strate-
gic business plan. The targeted return is decisive for the

bank’s activities and specification of sub-goals and there
is focus on securing short and long-term competitive-
ness. Sparebanken Sgr's market and commercial targets
are balanced against the bank’s risk capacity and willing-
ness. Risk and capital assessments are an integral part
of the bank’s strategic and commercial processes.

The bank’s risk management is associated with four risk
areas:

e Credit risk

e Market risk

e Funding risk

e Operational risk

The board of directors of Sparebanken Sgr assumes that
the bank has good capital adequacy. Capital assess-
ments (ICAAP) are made annually and the bank’s capital
strategy will be based on actual risk in the operations,
supplemented with the impact of various stress scena-
rios. Responsibility for implementation of the bank’s risk
and capital management and supervision has been divi-
ded between the board of directors, the management and
operational units.

The board of directors is responsible for ensuring that the
bank has adequate capital based on the desired risk and
the bank’s operations and also for ensuring that the bank
is adequately capitalized in accordance with the regula-
tory requirements. The board of directors also adopts the
bank’s targets and limits within all risk areas, including
guidelines for the bank’s risk and capital management.
Reporting on targets and limits takes place quarterly.
The CEO has operational responsibility for the bank’s
total risk management, including development of good
models and management and supervision frameworks.
The bank’s Risk Management Department attends to im-
portant functions related to managing, monitoring, mea-
suring and reporting the various risks. This department
is also responsible for the bank’s risk and capital mana-
gement models. The Risk Management Manager reports
to the CEO.

The bank’s internal control is laid down in instructions,
routines and guidelines for the line organization. Ongoing
internal control is carried out in the line, whereas Risk
Management is responsible for overall reporting and su-
pervision and adaptation of internal control systems.




The bank relies on building trust among its customers
and society as a whole. Emphasis is placed on maintai-
ning a high ethical standard in the bank’s business ope-
rations. Sparebanken Sgr has a code of conduct that
applies to all employees and employee representatives.
These guidelines include areas, such as impartiality,
confidentiality, customer relations / representation, par-
ticipation in business activities and transactions with clo-
sely related parties.

Rules have also been adopted relating to employees and
the employee representatives’ trading - including own
account and insider trading. These guidelines will ensure
that the bank’s operations at all levels are conducted in
a reassuring manner with regard to impartiality and ob-
jectivity.

Compliance within sub-areas is taken care of by the va-
rious specialist functions in the organization. There is a
special Compliance Officer in the securities and trading
activities.

The employees” duty of confidentiality is an important
aspect of the bank’s handling of confidential informa-
tion regarding private persons, companies and the public
sector.

Sparebanken Sgr’s operations are supervised by the Fi-
nancial Supervisory Authority of Norway. In addition to lo-
cal supervisory activities, the Financial Supervisory Aut-
hority of Norway also reviews the bank’'s annual, quar-
terly and half-yearly accounts and also risk reports. The
board of directors and the administration aim at maintai-
ning an open and constructive dialogue with the Financial
Supervisory Authority of Norway.

REMUNERATION TO THE BOARD OF DIRECTORS

The board of directors receives a fixed annual remunera-
tion, which is determined by the supervisory board accor-
ding to a recommendation from the election committee.
There are no performance-related fees or other bonus
schemes for the board members.

REMUNERATION TO MEMBERS OF THE GROUP
MANAGEMENT TEAM

The board of directors determines the remuneration to
the CEO and internal auditor, whereas remuneration to

the group management team is determined by the CEO
according to principles adopted by the board of directors
and following prior discussion by the board of directors’
remuneration committee. None of these have perfor-
mance-based remuneration, apart from participation in
the bank’s ordinary profit-sharing scheme, which com-
prises all the bank’'s employees and which is the same
for all. Wages and payments to the group management
team are presented in the notes to the accounts.

INFORMATION AND COMMUNICATION

The bank will establish trust in the financial markets
through focus on correct, relevant and timely information
regarding the bank’s development and results. Informa-
tion to the market is communicated through quarterly
stock exchange reports and press releases, the bank’s
website and also financial reports.

Financial reporting for the Sparebanken Sgr group takes
place quarterly in addition to the annual accounts. The
annual accounts are audited by an external auditor. Re-
gular presentations are also given to international busi-
ness partners, lenders and investors and the bank is also
rated by an international rating agency.

TAKEOVER
Sparebanken Sgr is a self-owning institution that cannot
be taken over by others through acquisition.

AUDITOR

An external auditor is elected by the supervisory board.
The auditor submits an annual auditor’s report to the su-
pervisory board. The auditor attends the board meeting
when the annual accounts are on the agenda. The au-
ditor also attends the control committee meetings and
the board of directors’ audit committee meetings. The
relationship with the auditor is regulated in a letter of en-
gagement, which deals with such things as the parties’
responsibilities, stipulation of auditor’s fee and how other
services shall be agreed and paid. The external auditor
and internal auditor meet once a year with the board of
directors” audit committee, without the CEQ being pre-
sent. The minutes from the board of directors’ audit com-
mittee meeting is submitted to the board of directors.



ORGANISATION PLAN

Senior personnel at Head Office: Manager @yvind Raddum
IT, General Manager Trond Ivar Moen
Market, General Manager Terje Grut-Johnsen Customer Service, General Manager
Credit Support, General Manager Tormod Holte Hans Tore Haugland
Legal/Safe Custody, General Manager Financial Control/Real Estate, General Manager
Frode Mathiesen Olaf Eivindstad
Retail Banking Market - Group Services, General Internal Auditing, Audit Manager Vidar Hansen

Board of Trustees

Board of Directors

Audit Manager
Vidar Hansen

Internal Auditing

Managing Director/CEOQ
Geir Bergskaug

General Manager
Kjetil Korneliussen Sor Boligkreditt AS

Capital Markets

General Manager
Magne Kvaslerud ABCenter
Holding AS

Risk Management

Director - Director
Director @yvind Aasen GD;;?ZZZZ Rolf H. Sgraker
Gunnar P. Thomassen
Corporate Market Strate HR, IT, Financial Control ,
Retail Banking Market Credit Support 9y Market, Communication/PR
Legal/Safe Custody Customer Service
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