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Report of the Board of Directors

General

Pluss Boligkreditt AS and Ser Boligkreditt AS merged on 4 March 2014. Pluss Boligkreditt AS was the takeover company and the
company changed its name to Sar Boligkreditt AS. The merger was completed with accounts-related effect from 1 January 2014.
As a result of the merger, the comparison figures for this year are not directly comparable, as the figures for the same period in
2013 are figures for Pluss Boligkreditt AS.

Ser Boligkreditt AS is a wholly-owned subsidiary of Sparebanken Sgr, and the company’s business is operated from Kristiansand.
The company is licensed by the Financial Supervisory Authority of Norway to operate as a mortgage company, and is allowed
to issue covered bonds. Sgr Boligkreditt AS is part of Sparebanken Sgr’s long-term financial strategy, according to which the
company’s main objective is the issuing of covered bonds. All shares are owned by Sparebanken Sgr, and the financial statements
are consolidated into the consolidated financial statements of Sparebanken Sar.

The cover pool comprises mortgage home loans granted by Sparebanken Sgr that have been taken over by Sgr Boligkreditt AS.
The mortgage loans fulfil the requirements established by the company for inclusion in its cover pool. One important requirement
is that any outstanding loan balance taken over by the company must not exceed 75% of the mortgaged property’s market value.

At the end of the first quarter 2014, the company has taken on a home loan portfolio amounting to NOK 22,205 million,
transferred from Sparebanken Sgr, which is included in the company’s cover pool, and Sgr Boligkreditt AS had issued covered
bonds amounting to NOK 19,128 million.

Income statement/balance sheet development

The financial statements for Sgr Boligkreditt AS for the first quarter 2014 show a profit after tax of NOK 71.5 million, against NOK
29.3 million for the first quarter 2013. The company has interest income of NOK 243.1 million (NOK 106.6 million) and interest
costs of NOK 124.6 million (NOK 62.3 million). Operating expenses amounted to NOK 4.5 million (NOK 2.3 million) and tax ex-
penses was NOK 26.5 million (NOK 11.4 million).

Total assets as at 31 March 2014 are NOK 22,314 million (NOK 11,552 million), of which net loans to customers represent NOK
22,205 million (NOK 11,541 million). The loan portfolio is financed via bond issue of NOK 19,128 million and drawing rights from
Sparebanken Sgr. As of 31 March 2014, the company had paid-in equity capital of a total of NOK 1,025 million.

Ser Boligkreditt AS has drawing rights of NOK 6,000 million in Sparebanken Sgr, that as at 31 March 2014 was drawn down by
NOK 1,444 million. In addition, Sgr Boligkreditt AS also has revolving drawing rights with Sparebanken Sar, which can be used to
finance liquidity due on bonds issued that may not necessarily be refinanced.

Capital strength

At the end of the first quarter, the capital base in the company was NOK 1,507.2 million. This corresponds to a total capital ratio/
core tier 1 capital ratio of 16.0%. The total capital ratio has been calculated based on the standard method in the Basel Il regula-
tions. The Board of Directors considers the company’s solidity and risk-bearing ability to be satisfactory.

Risk

As alicensed mortgage company, Sar Boligkreditt AS is subject to a number of acts, regulations, recommendations and regulatory
provisions. The objective of the company is to finance lending activities through the issuing of covered bonds with a good
rating. This means that Sgr Boligkreditt AS strives to maintain risk at a low level. The company places emphasis on identifying,
measuring and controlling risk elements in such a way that the market has confidence in the company and that the company
can achieve a high rating for its bonds.

Therefore, the company’s credit strategy and credit policy establishes a framework for which loans may be granted and
requirements imposed on borrowers and collateral requirements for loans that may be taken on by Sar Boligkreditt AS. The Board
of Directors considers the overall quality of the lending portfolio to be very good and the credit risk to be low.
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The mortgage company'’s investments and loans are in Norwegian kroner at floating rates of interest. Financing is also carried out
at floating interest rates, with the exception of a minor part that is taken up at a fixed rate of interest, swapped to floating interest.
At the end of the first quarter 2014, Ser Boligkreditt AS had no positions in foreign currency. The Board of Directors considers the
overall market risk to be low.

Ser Boligkreditt AS issues bonds with the opportunity to extend the maturity period by up to 12 months. In other respects,
financing needs are met using equity and drawing rights from Sparebanken Sgr. The Board of Directors considers the company’s
liquidity risk to be low.

A Management Service Agreement has been reached with Sparebanken Sgr that encompasses the supply of administration,

production, IT operations, financial management and risk management of the company, and the Board of Directors considers the
company’s operational risk to be low.

Rating
Covered bonds issued by Sar Boligkreditt AS have been given an Aaa rating by Moody’s.

Future prospects
The Board of Directors anticipates that the company’s operating environment will continue to be satisfactory in 2014.

Ser Boligkreditt AS plans further acquisition of loans from Sparebanken Sgr, and the Company intends to issue new covered bonds
for sale to investors in Norway or abroad.

31 March 2014

Kristiansand, 07 May 2014

The Board of Directors of Sar Boligkreditt AS

Stein A. Hannevik Lasse Kvinlaug Marianne Lofthus Tone Solheim Grgsle
Chairman Board member Board member Board member

Bjorn A. Friestad
Managing director
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Balance Sheet

NOK Thousand

Stein A. Hannevik
Chairman

Bjorn A. Friestad
Managing director

31 March 2014

Kristiansand, 07 May 2014

The Board of Directors of Ser Boligkreditt AS

Lasse Kvinlaug Marianne Lofthus
Board member Board member

Tone Solheim Grgsle
Board member



Cash Flow Statement

NOK Thousand 31.03.2014 31.03.2013 2013

Transferred cash through merger 1164 879 0 0

Net cash flow from current financing activities 884 241 -3 541 -39 211

The Company has unused drawing rights of NOK 4 556 million at the Parent Bank as at 31.03.2014, ref. note 5.
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g Equity Statement

Share capital Other equity Total




Notes

1. ACCOUNTING PRINCIPLES

Pluss Boligkreditt AS and Sgr Boligkreditt AS merged in the st quarter 2014. Pluss Boligkreditt AS was the takeover company and
the company changed its name to Sgr Boligkreditt AS. The merger has been carried out with continuity for accounting purposes.

The quarterly financial statements have been drawn up in accordance with International Financial Reporting Standards (IFRS) as
stipulated by the EU. Sar Boligkreditt AS is part of the Sparebanken Sgr group and follows the same accounting principles as the

group.
The quarterly financial statements have not been audited.

All sums in the financial statements are stated in NOK 1,000, unless otherwise indicated. The company’s financial statements are
presented in Norwegian kroner, which is the functional currency.

As a result of the merger, the figures for this year are not directly comparable with earlier periods.

2. NET INTEREST INCOME

NOK Thousand 31.03.2014 31.03.2013 2013

3. TAXES

Tax expenses for the year are periodised based on an estimate of tax expenses on an annual basis.

4. DEBT TO ASSET RATIO

31.03.2014 31.03.2013 2013




Notes

5. DEBTS TO CREDIT INSTITUTIONS

The company has entered into an agreement with Sparebanken Sgr for a credit facility of NOK 6,000 million. In addition, Sar
Boligkreditt AS also has revolving drawing rights with Sparebanken Segr, which can be used to finance liquidity due on bonds
issued that may not necessarily be refinanced.

6. CAPITAL ADEQUACY

NOK Thousand 3103 2014 3103 2013 2013




7. LENDING TO CUSTOMERS

Loans distributed to sector and industries

Loans assessed at amortised cost

Unused credit on Flexi-loans

Loans distributed by geographical areas

8. DEFAULTED LOANS

NOK Thousand

31.03.2014

2826849

31.03.2014

31.03.2013

1627 342

31.03.2013

1730 440
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2 Notes

9. BOUND DEBT BY MATURITY

ISIN Number Ticker Nominal value Repayment structure Coupon Due date
N P i

10. COVER POOL

essssemssssssssssss e nARsans st aant R A R 31.03.2014 31.03.2013 . 2013

.Gross loans secured with mortgage on dwelling (residential mortgage loans)* 22098779 .. 1520106 .. 11319904

_Receivables representing collateral 85392 L

JTotal cover POOL e 22 VAT ns20106 . 11319904
Collateralisation ratio 116% Mm% 14%

* Cover pool composition is defined in the Financial Institutions Act Section 2-28

11. ASSOCIATED PARTIES

31.03.2014 31.03.2013 2013




QUARTERLY PROFIT TREND

Net interest income

Net other operating income
Expenses

Profit before losses

Losses on loans

Profit before taxes

Taxes

Profit for the period

—

. quarter

2014

118 496
-15 977
4542
97 976
0

97 976
26 500
71476

4. quarter
2013

57 932
-7 373
2 360

48199

0

48199

13 496

34703

. quarter

2013

57 942
-8 348
2 046
47 548
0

47 548
13 313
34 235

. quarter

2013

52 433
-3 881
2196
46 356
0

46 356
12 980
33 376

—

. quarter

2013

44 315
-1202
2 316
40 797
0

40 797
11423
29 374
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