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IMPORTANT NOTICE
This Securities Note has been prepared solely in connection with the application for listing of the
Covered Bonds on Oslo Børs, a stock exchange operated by Oslo Børs ASA (“Oslo Børs”). This
Securities Note together with the Registration Document dated 6 October 2015 constitutes a
prospectus. The financial supervisory authority of Norway (Nw.: Finanstilsynet) (the “NFSA”) has
reviewed and approved this Securities Note in accordance with Sections 7-7 and 7-8 of the Norwegian
Securities Trading Act. The Securities Note was approved by the NFSA on 6 October 2015.The NFSA
has not controlled or approved the accuracy or completeness of the information included in this
Securities Note. The approval by the NFSA only relates to the information included in accordance with
pre-defined disclosure requirements. The NFSA has not conducted any form of control or approval
relating to corporate matters described in or referred to in this Securities Note.
For definitions of certain other terms used throughout this Securities Note, see Section 5 (Definitions)
below.
The information contained herein is current as at the date hereof and subject to change, completion
and amendment without notice. Neither the publication nor distribution of this Securities Note shall
under any circumstances imply that there has been no change in the Group’s affairs or that the
information herein is correct as at any date subsequent to the date of this Securities Note.
No person is or has been authorised by the Issuer to give any information or to make any
representation not contained in or not consistent with this Securities Note or any other information
supplied in connection with the Covered Bonds and, if given or made, such information or
representation must not be relied upon as having been authorised by the Issuer.
The distribution of this Securities Note in certain jurisdictions may be restricted by law. This Securities
Note does not constitute an offer of, or an invitation to purchase, any of the Covered Bonds in any
jurisdiction. This Securities Note may not be distributed or published in any jurisdiction except under
circumstances that will result in compliance with applicable laws and regulations. Persons in
possession of this Securities Note are required to inform themselves about and to observe any such
restrictions. In addition, the Covered Bonds are subject to restrictions on transferability and resale and
may not be transferred or resold except as permitted under applicable securities laws and regulations.
Any failure to comply with these restrictions may constitute a violation of applicable securities laws.
The content of this Securities Note is not to be construed as legal, credit, business or tax advice. Each
investor should consult its own legal, credit, business or tax adviser as to legal, credit, business or tax
advice. In making an investment decision, investors must rely on their own examination of the Issuer
and the Covered Bonds, including the merits and risks involved.
The Covered Bonds may not be a suitable investment for all investors. Each potential investor in the
Covered Bonds must determine the suitability of that investment in light of its own circumstances. In
particular, each potential investor may wish to consider, either on its own or with the help of its
financial and other professional advisers, whether it:
(i)

has sufficient knowledge and experience to make a meaningful evaluation of the Covered
Bonds, the merits and risks of investing in the Covered Bonds and the information contained
or incorporated by reference in this Securities Note or any applicable supplement;
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(ii)

has access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the Covered Bonds and the impact the
Covered Bonds will have on its overall investment portfolio;

(iii)

has sufficient financial resources and liquidity to bear all of the risks of an investment in the
Covered Bonds, including Covered Bonds where the currency for principal or interest
payments is different from the potential investor’s currency;

(iv)

understands thoroughly the terms of the Covered Bonds and is familiar with the behaviour of
financial markets; and

(v)

is able to evaluate possible scenarios for economic, interest rate and other factors that may
affect its investment and its ability to bear the applicable risks.

Legal investment considerations may restrict certain investments. The investment activities of certain
investors are subject to legal investment laws and regulations, or review or regulation by certain
authorities. Each potential investor should consult its legal advisers to determine whether and to what
extent (1) Covered Bonds are legal investments for it, (2) Covered Bonds can be used as collateral for
various types of borrowing and (3) other restrictions apply to its purchase or pledge of any Covered
Bonds. Financial institutions should consult their legal advisers or the appropriate regulators to
determine the appropriate treatment of Covered Bonds under any applicable risk-based capital or
similar rules.
The Covered Bonds have not been, and will not be, registered under the U.S. Securities Act, and may
not be offered or sold within the United States or to, or for the account or benefit of, U.S. Persons (as
defined in Regulation S under the U.S. Securities Act) except in accordance with Regulation S under
the U.S. Securities Act or pursuant to an exemption from the registration requirements of the U.S.
Securities Act.
This Securities Note shall be governed by and construed in accordance with Norwegian law. The courts
of Norway, with Bergen District Court as legal venue, shall have exclusive jurisdiction to settle any
dispute which may arise out of or in connection with this Securities Note.
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1

RISK FACTORS

The Issuer believes that the following factors may affect its ability to fulfil its obligations under the
Covered Bonds. All of these factors are contingencies which may or may not occur and the Issuer is
not in a position to express a view on the likelihood of any such contingency occurring. Factors which
the Issuer believes may be material for the purpose of assessing the market risks associated with the
Covered Bonds or affect the value of the Issuer Cover Pool are also described below.
Prospective investors should also read the detailed information set out elsewhere in this Securities
Note and the Registration Document, and reach their own views prior to making any investment
decision.
1.1

Risks relating to the Covered Bonds

Covered Bonds are obligations of the Issuer only
The Covered Bonds constitute obligations of the Issuer only, which have the benefit of a statutory
preference under Chapter 2, Sub-chapter IV of the Financial Institutions Act in the Issuer Cover Pool.
An investment in the Covered Bonds involves a reliance on the creditworthiness of the Issuer. The
Covered Bonds are not guaranteed by the Bank or any other person.
In addition, an investment in the Covered Bonds involves the risk that subsequent changes in the
actual or perceived creditworthiness of the Issuer may adversely affect the market value of the
relevant Covered Bonds.
There can be no assurance that the Issuer Cover Pool will be sufficient to pay in full the amounts
payable under the Covered Bonds.
Credit ratings may not reflect all risks
Moody’s is expected to assign an Aaa long‐term rating to the Covered Bonds. There is no guarantee
that such rating of the Covered Bonds will be maintained or that such credit rating reflects the
potential impact of all risks related to an investment in the Covered Bonds. Accordingly, a credit rating
is not a recommendation to buy, sell or hold Covered Bonds and may be revised or withdrawn by
Moody’s at any time. Any such revision or withdrawal could adversely affect the market value of the
Covered Bonds. The Issuer may, at any time, vary the rating agency or agencies from which credit
ratings of the Covered Bonds are obtained or vary the number of credit rating agencies from whom
credit ratings of the Covered Bonds are obtained.
Credit ratings may be subject to change
The Issuer’s credit ratings are important to its business. There can be no assurance that Moody’s will
not downgrade the ratings of the Covered Bonds either as a result of the financial position of the
Group or changes to applicable rating methodologies used by Moody’s. Moody’s evaluation of the
Issuer may also be based on a number of factors not entirely within the control of the Issuer, such as
conditions affecting the financial services industry generally. Any reduction in the ratings of the
Issuer’s debt instruments could adversely affect its liquidity and competitive position, undermine
confidence in the Issuer, increase its borrowing costs, limit its access to the capital markets, or limit
the range of counterparties willing to enter into transactions with the Issuer. Such development could
have a material adverse effect on the Issuer’s business, financial situation, results of operations,
liquidity and/or prospects.
Exchange rate risks and exchange controls
The Issuer will pay principal and interest on the Covered Bonds in NOK. This presents certain risks
relating to currency conversions if an investor’s financial activities are denominated principally in a
currency or currency unit (the “Investor’s Currency”) other than NOK. These include the risk that
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exchange rates may significantly change (including changes due to devaluation of NOK or revaluation
of the Investor’s Currency) and the risk that authorities with jurisdiction over the Investor’s Currency
may impose or modify exchange controls. An appreciation in the value of the Investor’s Currency
relative to NOK would decrease (i) the Investor’s Currency-equivalent yield on the Covered Bonds, (ii)
the Investor’s Currency-equivalent value of the principal payable on the Covered Bonds and (iii) the
Investor’s Currency-equivalent market value of the Covered Bonds.
Government and monetary authorities may impose (as some have done in the past) exchange
controls that could adversely affect an applicable exchange rate. As a result, investors may receive
less interest or principal than expected, or no interest or principal.
Interest rate risk
Interest rate risk is the risk that results from the fluctuation in NIBOR. The coupon payments will vary
in accordance with the fluctuation of NIBOR. The interest rate risk related to the Covered Bonds will be
limited, since the coupon rate will be adjusted quarterly according to the change in NIBOR over the
tenor of the Covered Bonds. The primary price risk for a floating rate bonds will be related to the
market view of the correct trading level for the credit spread related to the Covered Bonds at a certain
time during the tenor, compared with the credit margin the Covered Bonds are carrying. A possible
increase in the credit spread trading level relative to the coupon defined credit margin may relate to
general changes in the market conditions and/or circumstances specific to the Issuer. However, under
normal market circumstances the anticipated tradable credit spread will fall as the duration of the
bond issue becomes shorter. In general, the price of bonds will fall when the credit spread in the
market increases and conversely the price of bonds will increase when the market spread decreases.
Secondary market in the Covered Bonds and liquidity risk
The Covered Bonds may have no established trading market when issued, and one may never
develop. If a market does develop for the Covered Bonds, it may not be liquid. Therefore, investors
may not be able to sell their Covered Bonds easily or at prices that will provide them with a yield
comparable to similar investments that have a developed secondary market. This is particularly the
case for covered bonds that are especially sensitive to interest rate, currency or market risks, are
designed for specific investment objectives or strategies or have been structured to meet the
investment requirements of limited categories of investors. These types of debt instruments generally
have a more limited secondary market and more price volatility than conventional debt securities.
Illiquidity may have a severely adverse effect on the market value of covered bonds. Lack of liquidity
in the secondary market may adversely affect the market value of the Covered Bonds.
Generally, weak global credit market conditions could contribute to a lack of liquidity in the secondary
market for instruments similar to the Covered Bonds. A failure in the market for securities similar to
Covered Bonds could adversely affect the market value of the Covered Bonds.
No gross-up
Under the Bond Agreement, all payments in respect of the Covered Bonds will be made without
deduction for or on account of withholding taxes imposed by the Kingdom of Norway or any political
subdivision or any authority thereof or therein having power to tax unless such withholding or
deduction is required by law, in which case such deduction will be made by the Issuer.
In the event that any such withholding or deduction is required by law, the Bond Agreement does not
require the Issuer to pay additional amounts in respect of such withholding or deduction, and affected
investors will receive interest payments net of such withholding.
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No events of default
The Bond Agreement does not include any events of default relating to the Issuer, the occurrence of
which would entitle Covered Bondholders to accelerate the Covered Bonds, and Covered Bondholders
will only be paid the scheduled interest payments under the Covered Bonds as and when they fall due
under the Bond Agreement.
Settlement risk
There is a risk that the settlement of trades in the Covered Bonds in the secondary market does not
take place as agreed. The settlement risk consists of the failure by the buyer to pay for Covered Bonds
or the failure by the seller to deliver Covered Bonds.
Meetings of Covered Bondholders
The Bond Agreement contains provisions for calling meetings of Covered Bondholders to consider
matters affecting their interests generally. These provisions permit defined majorities to bind all
Covered Bondholders, including Covered Bondholders who did not attend and vote at the relevant
meeting and Covered Bondholders who voted in a manner contrary to the majority. Certain significant
modifications may be made following approval of a quorum of one or more persons holding or
representing not less than two-thirds in aggregate nominal amount of the Covered Bonds for the time
being outstanding, including modifying the date of maturity of the Covered Bonds or any date for
payment of interest thereof, reducing or cancelling the amount of principal or the rate of interest
payable in respect of the Covered Bonds or altering the currency of payment of the Covered Bonds.
Conflicting interests of other creditors
Although the rights of the Covered Bondholders (along with the holders of other covered bonds issued
by the Issuer) and the counterparties to derivatives agreements included in the Issuer Cover Pool (if
any) have a preferential right with respect to such other creditors against the Issuer Cover Pool, they
will rank junior to (i) costs incurred in connection with the operation, management, collection and
realisation of the Issuer Cover Pool, which will be covered before the claims of the holders of the
Covered Bonds, and (ii) claims relating to the fees and expenses of a bankruptcy estate which,
pursuant to the Norwegian Liens Act, are secured by a first priority lien over all of the bankruptcy
estate’s assets. Such liens will be limited to 700 times the standard Norwegian court fee (in total
approximately NOK 600,000) in respect of the Issuer Cover Pool.
To the extent that Covered Bondholders are not fully paid from the proceeds of the liquidation of the
assets comprising the Issuer Cover Pool, they will be able to apply for the balance of their claims as
unsecured creditors of the Issuer and will be entitled to receive payment from the proceeds of the
liquidation of the other assets of the Issuer not comprising the Issuer Cover Pool. The Covered
Bondholders would in such case rank pari passu with any other covered bondholders, counterparties
to derivative agreements and the other unsecured, unsubordinated creditors of the Issuer and, as a
result, may not receive all amounts owed by the Issuer to such Covered Bondholders.
1.2

Risks relating to the Issuer Cover Pool

Credit risks relating to the Issuer’s collateral
Given that the Issuer’s loans are granted with mortgages on residential real estate as collateral, the
credit risk is driven in part by performance of the real estate and housing market in Norway.
As there is a maximum loan-to-value ratio of 75% when a Residential Mortgage is acquired by the
Issuer, the value of the security held by the Issuer in respect of an individual loan obligation is initially
overcollateralised. However, there can be no assurance regarding the future development of the value
of this collateral. Should the prices of real property and the housing market substantially decline, this

9005743/2

7

Skandiabanken Boligkreditt AS – 6 October 2015
Securities Note

NO0010745292

___________________________________________________________________________________________

could adversely affect the Issuer’s results of operations, financial condition and business prospects and
its ability to perform its obligations under the Covered Bonds.
There are many circumstances that affect the level of credit loss, including early repayments,
withdrawals and final payments of interest and principal amounts, such as changes in the economic
climate, both nationally and internationally, changes regarding taxation, interest rate developments,
inflation and political changes. Borrowers may default as a result of interest rate increases or as a
result in changes in their own personal circumstances (e.g. following redundancy or divorce).
Default in respect of the Issuer’s assets that comprise the Issuer Cover Pool could jeopardise the
Issuer’s ability to make payments in full or on a timely basis on the Covered Bonds. If a material
amount of assets in the Issuer Cover Pool were to default, there is no guarantee that the required
level of assets within the Issuer Cover Pool could be maintained or that the Issuer would be able to
substitute non-defaulting assets for the defaulting assets. Any such failure could adversely affect the
Issuer’s results of operations, financial condition, business prospects and its ability to perform its
obligations under the Covered Bonds.
If residential real estate comprising the collateral is foreclosed upon, and the defaulting debtor does
not respond to a notice to pay within two weeks, a court order may be needed to establish the
borrower’s obligation to pay and to force an auction or public sale of the foreclosed property. The
Issuer’s ability to liquidate the collateral is thus dependent upon receipt of a court order, on the
success of the auction or public sale process, on other relevant circumstances in the mortgage market
and on prevailing levels of demand for the relevant real property. A substantial, and increasing, share
of the loan documentation (including the pledge agreements), including the Residential Mortgages
included in the Issuer Cover Pool, are digitally signed by the Bank’s customers. Under Norwegian law,
digitally signed documents require a court order in order to complete enforced collection of collateral
as opposed to paper based pledge agreements. In the event of a substantial deterioration in housing
or car pricing levels, and an industry-wide increase in defaults and enforced collections under current
law, the Issuer is exposed to risk of delay in collection proceedings, which could in turn imply further
deterioration in the value of underlying assets, thus increasing the Issuer’s losses in respect of the
Residential Mortgages, which could in turn have a material adverse effect on the Issuer’s financial
condition, results of operations and/or prospects and ability to perform its obligations under the
Covered Bonds.
Non-compliance with rules relating to matching of assets and liabilities and risk of lack of
funding from the Bank
The Financial Institutions Act requires that the value of the assets in the Issuer Cover Pool at all times
exceed the value of the claims on the Issuer Cover Pool. Because the Financial Institutions Act does
not require that the value of such assets exceed the value of such claims by any specific amount, the
assets may not be sufficient to ensure that the Issuer will have sufficient cash flow to meet its
obligations under the Covered Bonds, or that such collateral will have the intended effect. Further,
failure to maintain sufficient assets in the Issuer Cover Pool could result in the Issuer being unable to
issue further Covered Bonds or refinance existing Covered Bonds.
The Issuer may draw on a revolving credit facility from the Bank that is equal to the Issuer’s payment
obligations in NOK for the next 12 months in respect of all Covered Bonds (principal and interest) and
related derivative hedge agreements (if any). There is no certainty that the credit facility from the
Bank will continue for the life of the Covered Bonds. If the revolving credit facility is cancelled, it could
adversely affect the Issuer’s results of operations, financial condition and business prospects and its
ability to perform its obligations under the Covered Bonds.

9005743/2

8

Skandiabanken Boligkreditt AS – 6 October 2015
Securities Note

NO0010745292

___________________________________________________________________________________________

The obligations of the Bank towards the Issuer under the RCF do not constitute a guarantee in respect
of amounts due and payable under the Covered Bonds. The Covered Bonds will be solely obligations of
the Issuer and, in particular, will not be obligations of, and will not be guaranteed by the Bank.
No due diligence
The Issuer has not undertaken, nor will it undertake, any investigations, searches or other actions in
respect of the Residential Mortgages and any other assets acquired or to be acquired from the Bank
and contained or to be contained in the Issuer Cover Pool. The Issuer fully relies on warranties and
representations provided by the Bank under the Transfer and Servicing Agreement. Accordingly, there
can be no assurance that the assets in the Issuer Cover Pool, at the time of transfer into the Issuer
Cover Pool, complied or will comply with the applicable eligibility criteria as set out in relevant
Financial Institutions Act and appurtenant regulations.
Bankruptcy of the Issuer
In the event of bankruptcy of the Issuer, the Issuer expects that timely payments will be made on the
Covered Bonds provided the Issuer Cover Pool is essentially in compliance with the statutory
requirements. There can be no assurance, however, that such timely payments will be made. The
bankruptcy administrator and the creditors’ committee (the “Creditors’ Committee”, which is
appointed by the Norwegian bankruptcy court and may consist of between one and three court
appointed members) may take any action considered necessary to ensure that the holders of covered
bonds and counterparties to derivative agreements receive timely payment on the Covered Bonds and
under any derivative agreements, including selling assets in the Issuer Cover Pool and issuing new
Covered Bonds and entering into new derivative instruments with a right of priority in respect of the
assets in the Issuer Cover Pool. If the Issuer is unable to make the contractual payments due to
Covered Bondholders and counterparties to derivative agreements, the Creditors’ Committee will set a
date to halt payments. When a halt to payments is introduced, further administration of the Issuer will
continue in accordance with Norwegian bankruptcy law. The Creditors’ Committee will inform the
holders of covered bonds and, if applicable, the counterparties to derivative agreement at the earliest
opportunity of any such halt to payments and the date on which such halt to payments will be
introduced, and it will consult with them in relation to any material decisions in respect thereof. A
creditor who disagrees with a decision made by the bankruptcy administrator and the Creditor’s
Committee may appeal such decision to the bankruptcy court.
The amount of claims with a right of priority over the assets in the Issuer Cover Pool will be calculated
as at the date on which the halt to payments was introduced. The calculation will represent the
discounted value of the relevant claim.
Limited description of the Issuer Cover Pool
Covered Bondholders will not receive detailed statistics or information in relation to the Residential
Mortgages or other assets contained or to be contained in the Issuer Cover Pool, as it is expected that
the constitution of the Issuer Cover Pool may change from time to time due to, for example, the
purchase of further Residential Mortgages by the Issuer from time to time. Although an independent
inspector appointed under the Financial Institutions Act will monitor the Issuer’s compliance with some
of the requirements of the Financial Institutions Act, the report of such inspector is not publicly
available.
Geographic Concentration Risks
Certain geographic regions of Norway will from time to time experience weaker regional economic
conditions and housing markets may be directly or indirectly affected by natural disasters. Residential
Mortgages in such areas will experience higher rates of loss and delinquency than Residential
Mortgages generally.

9005743/2

9

Skandiabanken Boligkreditt AS – 6 October 2015
Securities Note

NO0010745292

___________________________________________________________________________________________

The ability of borrowers to make payments on the Residential Mortgages may also be affected by
factors which do not necessarily affect property values, such as adverse economic conditions
generally, in particular geographic areas or industries, or affecting particular segments of the
borrowing community (such as borrowers relying on commission income and self-employed
borrowers). Such occurrences may accordingly affect the actual rates of delinquencies, foreclosures
and losses with respect to the Residential Mortgages in the Issuer Cover Pool.
Appraisals
All the properties securing the Residential Mortgages contained in the Issuer Cover Pool receives a
valuation from Eiendomsverdi, an automated valuation model provider which compiles information on
nearly all residential property transactions in Norway. Such an automated valuation model does not
consider the current state or physical condition of a property, which may in actuality be worse than
the condition assumed by such model. For the ongoing valuation of the collateral underlying the Issuer
Cover Pool, which takes place quarterly for investor information and rating agency reporting purposes,
the automated valuation model is used.
No assurance can be given that values of the properties underlying the Residential Mortgages
contained in the Issuer Cover Pool have remained or will remain at the levels which existed on the
dates of appraisal (or, where applicable, on the dates of appraisal updates).
Audit
Neither the Issuer nor the Bank has conducted or will conduct any audits of the Issuer Cover Pool.
1.3

Risks relating to hedging arrangements

The Issuer does not currently have any hedging arrangements, but may in the future enter into
currency swaps and/or interest rate swaps in order to hedge certain risks that exist in respect of the
Issuer Cover Pool and the Covered Bonds.
If either the Issuer or a swap provider fails to make timely payments of amounts due under the swap
agreement related to the Covered Bond, or certain other events occur in relation to either the Issuer
or a swap provider and any applicable grace period expires, then a termination event will occur under
the relevant swap agreement. If the Issuer defaults under a swap agreement due to non-payment or
otherwise, the relevant swap provider will not be obliged to make further payments under that swap
(unless the Issuer has satisfied in full all its payment or delivery obligations under the relevant swap
agreement) and may terminate the swap(s) entered into under that swap agreement. If a swap
agreement is terminated for any of these reasons, the Issuer will be exposed to changes in currency
exchange rates and/or interest rates. Unless a replacement swap is entered into, the Issuer may have
insufficient funds to make payments due on the Covered Bonds.
1.4

Risk related to extendable obligations under the Covered Bonds

If the Issuer fails to redeem the relevant Covered Bonds in full on the Maturity Date, the maturity of
the principal amount outstanding of the Covered Bonds not redeemed will automatically extend to 12
months from the Maturity Date (the “Extended Maturity Date”) pursuant to the terms of the Bond
Agreement. In that event, the Issuer may redeem all or part of the principal amount outstanding of
the Covered Bonds on an interest payment date falling in the period from the Maturity Date up to and
including the Extended Maturity Date, and the Covered Bonds will bear interest on the principal
amount outstanding of the Covered Bonds in accordance with the Bond Agreement.
The extension of the maturity of the principal amount outstanding of the Covered Bonds from the
Maturity Date to the Extended Maturity Date will not result in any right of the Covered Bondholders to
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accelerate payments or take action against the Issuer, and no payment will be payable to the Covered
Bondholders in that event other than as set out in the Bond Agreement.
1.5

Legal and regulatory risk relating to the Covered Bonds

1.5.1

The Bank Recovery and Resolution Directive

Directive 2014/59/EU of the European Parliament and of the Council of 15 May 2014 establishes a
framework for the recovery and resolution of credit institutions and investment firms (the “Bank
Recovery and Resolution Directive” or “BRRD”). The BRRD is designed to provide authorities with
a credible set of tools to intervene sufficiently early and quickly in an unsound or failing institution so
as to ensure the continuity of the institution’s critical financial and economic functions, while
minimising the impact of an institution’s failure on the economy and financial system. The
implementation of the BRRD or the taking of any action under it could materially affect the value of
any Covered Bonds.
The BRRD contains four resolution tools and powers which may be used alone or in combination where
the relevant resolution authority considers that (a) an institution is failing or likely to fail, (b) there is
no reasonable prospect that any alternative private sector measures would prevent the failure of such
institution within a reasonable timeframe, and (c) a resolution action is in the public interest: (i) sale
of business - which enables resolution authorities to direct the sale of the firm or the whole or part of
its business on commercial terms; (ii) bridge institution - which enables resolution authorities to
transfer all or part of the business of the firm to a "bridge institution" (an entity created for this
purpose that is wholly or partially in public control); (iii) asset separation - which enables resolution
authorities to transfer impaired or problem assets to one or more publicly owned asset management
vehicles to allow them to be managed with a view to maximising their value through eventual sale or
orderly wind-down (this can be used together with another resolution tool only); and (iv) bail-in which gives resolution authorities the power to write down certain claims of unsecured creditors of a
failing institution and to convert certain unsecured debt claims to equity (the “general bail-in tool”),
which equity could also be subject to any future application of the general bail-in tool. Relevant claims
for the purposes of the bail-in tool would include the claims of holders in respect of any Covered
Bonds if and only to the extent that the bond liability exceeded the value of the cover pool collateral
against which it is secured.
The BRRD also provides for a member state as a last resort, after having assessed and exploited the
above resolution tools to the maximum extent possible whilst maintaining financial stability, to be able
to provide extraordinary public financial support through additional financial stabilisation tools. These
consist of the public equity support and temporary public ownership tools. Any such extraordinary
financial support must be provided in accordance with the EU state aid framework.
The BRRD was applied by member states from 1 January 2015, except for the general bail-in tool
which is to be applied from 1 January 2016. As a minimum harmonisation initiative, member states
may adopt more onerous provisions when implementing the BRRD, meaning that it is difficult to
anticipate the potential implications for relevant institutions in the absence of finalised national
implementing measures. In Norway, the Norwegian Banking Law Commission is currently considering
how to implement BRRD into Norwegian law. It is expected that a proposal will be sent on a public
hearing during first half of 2016. At present, however, it is not clear when and in what form the BRRD
will be implemented into the EEA Agreement and Norwegian law.
The powers set out in the BRRD will impact how credit institutions and investment firms are managed
as well as, in certain circumstances, the rights of creditors. In particular, once the BRRD is
implemented, holders of Covered Bonds may be subject to write-down or conversion into equity on
any application of the general bail-in tool (subject to the limitation outlined above), which may result
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in the relevant holders losing some or all (as the case may be) of their investment. The exercise of a
power under the BRRD or any suggestion of such exercise could, therefore, materially adversely affect
the rights of such holders, the price or value of their investment and/or the ability of the Issuer to
satisfy some or all of its obligations under any Covered Bonds.
1.5.2

Change of law

The Bond Agreement is based on Norwegian law in effect as at the date of issue of the Covered Bonds.
No assurance can be given as to the impact of any possible judicial decision or change to Norwegian
law or administrative practice after the date of issue of the relevant Covered Bonds.
In particular, the provisions of the Financial Institutions Act relating to covered bonds are relatively
new legislation in Norway and, for this reason, there is no, or very limited, available case law on it. It
is uncertain how the Financial Institutions Act will be interpreted or whether changes or amendments
will be made to it which will affect the Covered Bonds. The Financial Institutions Act will be replaced
by the New Norwegian Financial Institutions Act on 1 January 2016, but the new act will not include
any material amendments of the provisions relating to covered bonds.
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2

PERSONS RESPONSIBLE

Skandiabanken Boligkreditt AS, Folke Bernadottes vei 38, 5147 Fyllingsdalen, Bergen, Norway,
accepts responsibility for the information contained in this Securities Note and declares that, having
taken all reasonable care to ensure such is the case, the information in this Securities Note is, to the
best of its knowledge, in accordance with the facts and contains no omission likely to affect its import.

Bergen, 6 October 2015

Skandiabanken Boligkreditt AS

__________________________
Name: Magnar Øyhovden
Title: Chief Executive Officer
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3

INFORMATION CONCERNING THE SECURITIES

ISIN code:

NO0010745292

Reference name:

FRN Skandiabanken Boligkreditt AS Covered Bond Issue
2015/2018 (Extendable to 4 October 2019)

Issuer:

Skandiabanken Boligkreditt AS

Security Type:

Open covered bond issue with floating rate.

Maximum Amount:

NOK 2,000,000,000

Outstanding Amount:

NOK 1,665,000,000

Denomination – each Bond:

NOK 1,000,000

Securities Form:

The Covered Bonds are electronically registered in bookentry form with the Securities Depository.

Issue Date:

5 October 2015

Interest bearing from and including:

5 October 2015

Interest bearing to:

Maturity Date or the Extended Maturity Date, as the case
may be.

Maturity Date:

4 October 2018

Extended Maturity Date:

4 October 2019

Reference Rate:

3 months NIBOR

NIBOR:

The interest rate fixed for a defined period on Oslo Børs’
webpage at approximately 12.15 Oslo time. In the event
that such page is not available, has been removed or
changed such that the quoted interest rate no longer
represents, in the opinion of the Bond Trustee, a correct
expression of the Reference Rate, an alternative page or
other electronic source which in the opinion of the Bond
Trustee and the Issuer gives the same interest rate as
the initial Reference Rate shall be used. If this is not
possible, the Bond Trustee shall calculate the Reference
Rate based on comparable quotes from major banks in
Oslo.

Margin:

0.47% per annum

Coupon Rate:

Reference Rate + Margin

Current Rate:

1.59%

Coupon Date:

4 January, 4 April, 4 July and 4 October each year.
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Day Count Fraction:

Actual/360.

Business Day Convention:

Modified Following: If a payment date would otherwise
fall on a day that is not a Business Day, the applicable
payment date shall be the first following Business Day
unless that day falls in the next calendar month, in which
case the applicable payment date shall be the first
preceding Business Day.

Coupon

Rate

Determination

Date/ 1 October 2015, and thereafter two (2) Business Days

Reset Date:

prior to each Coupon Date.

Issue Price:

100% of par value.

Yield:

Dependent on the market price. Yield for the Interest
Period from 5 October 2015 to 4 January 2016 is 1,59%
per annum, assuming a price of 100% of par value.

Business Day:

Any day when the Norwegian Central Bank’s Settlement
System is open and when Norwegian banks can settle
foreign currency transactions.

Amortisation:

Not applicable.

Redemption:

The Covered Bonds will be redeemed on the Maturity
Date at 100% of their nominal amount.
If the amount due is not paid in full on the Maturity Date,
payment of the unpaid amount will be automatically
deferred until the Extended Maturity Date, provided that
any amount representing the amount due and remaining
unpaid on the Maturity Date may be paid by the Issuer
on any Coupon Date occurring thereafter up to (and
including) the relevant Extended Maturity Date.
Matured interest and matured principal will be credited
each Bondholder directly from the Securities Depository.
Claims for interest and principal shall be limited in time
pursuant to the Norwegian Act relating to the Limitation
Period Claims of May 18 1978 no. 18, currently three (3)
years for interest rates and ten (10) years for principal.

Status of the Covered Bonds:

The

Covered

issued

as

Bonds

covered

are

unsubordinated

bonds

(Nw.:

obligations

obligasjoner

med

fortrinnsrett) in accordance with Chapter 2, Sub-chapter
IV,

and

appurtenant

Institutions

Act

and

regulations
rank

pari

of

the

passu

Financial

among

(i)

themselves, (ii) any other covered bonds issued by the
Issuer that have been given the same preferential rights
to the Issuer Cover Pool and (iii) any obligations of the
Issuer to counterparties under derivative contracts, if
any, as referred to in Section 2-28 (e) of the Financial
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Institutions Act that have been provided the same
preferred rights to settlement against the Issuer Cover
Pool.
To the extent that claims in relation to the Covered
Bonds, other covered bonds and related derivative
agreements (all as registered in the Cover Pool Register)
are not covered by the Issuer Cover Pool, the residual
claims will rank pari passu with the unsecured and
unsubordinated obligations of the Issuer, save for those
preferred by law.
Security:

The Covered Bonds are unsecured. In accordance with
the

Financial

Institutions

Act,

the

Covered

Bonds,

together with (i) other covered bonds issued by the
Issuer and registered in the Cover Pool Register at any
time and (ii) any derivative contracts, as referred to in
Section 2-28 (e) of the Financial Institutions Act and
registered in the Cover Pool Register at any time, shall in
the event of bankruptcy, negotiation of debt settlement
under the Bankruptcy Act, winding up of the Issuer or
public administration of the Issuer, have an exclusive,
equal and proportional preferential claim over the Issuer
Cover Pool.
Issuer Cover Pool:

The pool of assets to which:
(i)

the Covered Bondholders,

(ii)

any other holders of covered bonds issued by
the Issuer that have been given the same
preferential rights in the same cover pool, and

(iii)

counterparties to derivative contracts that have
been given the same preferential rights in the
same cover pool, if any, as referred to in
Section 2-28 (e) of the Financial Institutions
Act,

have a preferential right in accordance with Chapter 2,
Sub-chapter IV, of the Financial Institutions Act, and
regulations given pursuant

thereto, and

which are

registered in the designated Cover Pool Register at any
time.
Cover Pool Register:

The register of:
(i)

the Covered Bonds,

(ii)

any other covered bonds issued by the Issuer
that have been given the same preferential
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rights to the Issuer Cover Pool,
(iii)

the derivative contracts which have been given
the same preferential rights as the Covered
Bonds, and

(iv)

the assets in the Issuer Cover Pool,

to be established and maintained by the Issuer in
accordance

with

the

Financial

Institutions

Act

and

regulations given pursuant thereto.
Covenants:

The Issuer Cover Pool shall comply with the Financial
Institutions Act.

Listing:

The Covered Bonds will be listed on Oslo Børs.

Purpose:

General financing of the Issuer.

Approvals:

The Covered Bonds were issued in accordance with the
Issuer’s board approval of 13 August 2015.

Bond Agreement:

The Bond Agreement has been entered into between the
Issuer and the Bond Trustee. The Bond Agreement
regulates the Bondholders’ rights and obligations in
relation to the Covered Bonds. The Bond Trustee has
entered into the Bond Agreement on behalf of the
Covered Bondholders and is granted the authority to act
on behalf of the Covered Bondholders to the extent
provided for in the Bond Agreement.
When Covered Bonds are subscribed for or purchased,
the

Covered

Bondholder

has

accepted

the

Bond

Agreement and is bound by the terms of the Bond
Agreement.
Information

regarding

meetings

of

the

Covered

Bondholders and the Covered Bondholders’ right to vote
are described in Clause 5 of the Bond Agreement.
Information regarding the role of the Bond Trustee is set
out in Clause 6 of the Bond Agreement.
The Bond Agreement is attached to this Securities Note
as Appendix 1.
Availability of the Documentation:

www.skandiabanken.no

Bond Trustee:

Nordic Trustee ASA, P.O. Box 1470 Vika, NO-0116 Oslo,
Norway

Paying Agent:

9005743/2
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P.O. Box 1843 Vika, NO-0123 Oslo, Norway. The Paying
Agent is in charge of keeping the records in the Securities
Depository.
Calculation Agent:

The Bond Trustee

Securities Depository:

The securities depository in which the Covered Bonds are
registered

in

accordance

with

the

Norwegian

Act

regarding Securities Depository of 2002.
At the Issue Date the Securities Depository is VPS
(Verdipapirsentralen ASA, P.O.Box 4, NO-0051 Oslo,
Norway).
Market-Making:

No market-maker agreement has been entered into in
connection with this bond issue.

Legislation under which the Securities Norwegian law.
have been created:
Fees and expenses:

Any public fees payable in connection with the Bond
Agreement and the fulfilment of the obligations pursuant
to the Bond Agreement shall be covered by the Issuer.
The Issuer is not responsible for reimbursing any public
fees levied on the trading of Covered Bonds.

Expenses of the listing:

The Issuer estimates the total expenses related to the
listing of the Bonds to be approx. NOK 88,786.

Prospectus:

9005743/2
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4

ADDITIONAL INFORMATION

4.1

Interest of natural and legal persons involved in the issue of the Covered Bonds

The persons involved in this bond issue have no interest, nor conflicting interests that is material to
the bond issue.
4.2

Information sourced from third parties

Any information sourced from third parties contained in this Securities Note has been accurately
reproduced and, as far as the Issuer is aware and is able to ascertain from information published by
that third party, no facts have been omitted which would render the reproduced information
inaccurate or misleading.
4.3

Ratings

Moody’s is expected to assign an Aaa long‐term rating to the Covered Bonds. The rating addresses the
expected loss posed to investors. Moody’s rating addresses only the credit risks associated with the
transaction. Other non-credit risks have not been addressed, but may have a significant effect on yield
to investors.
Moody’s applies the following rating symbols to indicate gradations of creditworthiness, with each
symbol representing a group in which the credit characteristics are broadly the same. According to
Moody’s long-term rating scale (available on www.moodys.com):
Aaa

Obligations rated Aaa are judged to be of the highest quality, subject to the lowest level of credit risk.

Aa

Obligations rated Aa are judged to be of high quality, subject to very low credit risk.

A

Obligations rated A are judged to be upper-medium grade and are subject to low credit risk.

Baa

Obligations rated Baa are judged to be medium-grade and subject to moderate credit risk and as such may possess
certain speculative characteristics.

Ba

Obligations rated Ba are judged to be speculative and are subject to substantial credit risk.

B

Obligations rated B are judged to be speculative and are subject to high credit risk.

Caa

Obligations rated Caa are judged to be speculative of poor standing and are subject to very high credit risk.

Ca

Obligations rated Ca are highly speculative and are likely in, or very near, default, with some prospect of recovery of
principal and interest.

C

Obligations rated C are the lowest rated and are typically in default, with little prospect for recovery of principal or
interest.

Note:

Moody’s appends numerical modifiers 1, 2 and 3 to each generic rating classification from Aa through Caa. The modifier
1 indicated that the obligation ranks in the higher end of its generic rating category; the modifier 2 indicates a midrange ranking; and the modifier 3 indicates a ranking in the lower end of that generic category.

Moody’s is established in the European Union and is registered under the Regulation (EC) No.
1060/2009 (as amended) (the “CRA Regulation”). As such Moody’s is included in the list of credit
rating agencies published by the European Securities and Markets Authority on its website (at
http://www.esma.europa.eu/page/List-registered-and-certified-CRAs) in accordance with the CRA
Regulation.
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5

DEFINITIONS

In this Securities Note, the following defined terms have the following meanings:
Bank .................................... Skandiabanken ASA.
Bond Agreement.................... The agreement under which the Covered Bonds have been issued
and entered into on 30 September 2015 between the Nordic
Trustee ASA as bond trustee and the Issuer.
BRRD ................................... Directive 2014/59/EU of 15 May 2014.
Covered Bondholder ............... The holder of Covered Bonds.
Covered Bonds ...................... Those covered bonds issued by the Issuer under the Bond
Agreement in accordance with the Financial Institutions Act.
Creditors’ Committee ............. In relation to any company, the creditors’ committee appointed by
the Norwegian bankruptcy court.
EEA Agreement ..................... The agreement on the European Economic Area.
Extended Maturity Date .......... The automatic extension of the Maturity Date to twelve months
from the Maturity Date, where the Issuer has failed to redeem the
relevant Covered Bonds in full on the Maturity Date.
Financial Institutions .............. Norwegian

financial

institutions

as

defined

in

the

Financial

Institutions Act which may issue covered bonds.
Financial Institutions Act......... Norwegian Act No. 40 of 10 June 1988 on Financing Activity and
Financial Institutions (Nw.: Lov av 10. juni 988 nr. 40 om
finansieringsvirksomhet og finansinstitusjoner).
Group .................................. The Bank and the Issuer.
Issuer .................................. Skandiabanken Boligkreditt AS.
Issuer Cover Pool .................. The cover pool maintained by the Issuer in accordance with the
terms of the Financial Institutions Act, which will only consist of
loans secured by Residential Mortgages, receivables in the form of
certain

derivatives

agreements

specified

under the

Financial

Institutions Act and supplemental assets (as defined under the
Financial Institutions Act).
Listing .................................. The listing of the Covered Bonds on Oslo Børs.
Maturity Date ........................ The scheduled maturity date of the Covered Bonds as set out in the
Bond Agreement.
Moody’s ................................ Moody’s Investor Services Limited.
New Norwegian Financial

The new Norwegian Financial Institutions Act of 10 April 2015 no.

Institutions Act ...................... 17 (Nw.: finansforetaksloven), which will enter into force on 1
January 2016.
NFSA ................................... The

Norwegian

Financial

Supervisory

Authority

(Nw.:

Finanstilsynet).
NOK ..................................... Norwegian Kroner, the lawful currency of Norway.
Oslo Børs .............................. Oslo Børs ASA, or, as the context may require, Oslo Børs, a
Norwegian regulated stock exchange operated by Oslo Børs ASA.
Prospectus ............................ The prospectus constituted by the Registration Document and this
Securities Note.
RCF ..................................... The revolving credit facility agreement entered into on

17

September 2015 between the Bank as lender and the Issuer as
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borrower.
Registration Document ........... The registration document dated 6 October 2015 in respect of the
Covered Bonds, and made in accordance with Chapter 7 of the
Norwegian Securities Trading Act.
Regulation ............................ Norwegian Regulation of 25 May 2007 no. 550 on credit institutions
which issue bonds conferring a preferential claim over a cover pool
consisting of public sector loans secured on residential property or
other real property (Nw.: Forskrift 25. mai 2007 nr. 550 om
kredittforetak som utsteder obligasjoner med fortrinnsrett i en
sikkerhetsmasse bestående av offentlige lån, utlån med pant i bolig
eller annen fast eiendom).
Residential Mortgage .............. Mortgages as described in first paragraph letter a) of the first subsection of Section 2-28 of the Financial Institutions Act (Nw.:
bolighypoteklån).
Securities Note ...................... This Securities Note, dated 6 October 2015.
Transfer and Servicing

The

transfer

and

servicing

agreement

(as

amended

or

Agreement ............................ supplemented from time to time) between the Bank and the Issuer
entered into on 17 September 2015.
U.S. or United States ............. The United States of America.
U.S. Securities Act ................. The U.S. Securities Act of 1933, as amended.
VPS ..................................... The Norwegian Central Securities Depository (Nw.:
Verdipapirsentralen).
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APPENDIX 1
BOND AGREEMENT
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