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Interim Financial Statements

KLP KOMMUNEKREDITT AS

Main features of the firsthalfyear:
e Stableoperatingcosts
e Increased financial expensesbecause of
repurchase of covered bonds
e Nolossesonlending

OBJECTIVE AND OWNERSHIP

The Com pany's objective islong-termfinancing of
municipalities, county administrations and enterprises
carrying out publicsector assignments. Loansto
companiesare tobe guaranteed by municipalities, county
administrations or thecentral government under Section
50 of the Norwegian Local Government Act. Guarantees
aretobeof the ordinary surety type covering both
repaymentsand interest. The lending businessis
principally fundedby issuing covered bonds.

KLP Kom munekreditt AS is a wholly owned subsidiary of
KLP Banken AS. The KLP Banken Group is owned by
Kom munal Landspensjonskasse (KLP). KLP

Kom munekreditt AShasitshead office in Trondheim.

INCOME STATEMENT

Net interest and credit commission revenuesin the first
halfyear were NOK 31.1 (33.3) ! million. Profitand loss
effectsof financialinstruments sofar thisyear showa net
loss of NOK 12.0(5.6) million.

Operating expensesin thesame period amounted to NOK
8.1 (8.4) million. The Com pany has not had any credit
losses, and verylow loan loss provisions arerecognized in
theincome statement.

The pre-tax profitsofar thisyearisNOK11.1(19.3)
million. Thedecrease in income is m ainly due toreduced
net interest marginsin average and netloss on financial
instruments.

LENDING

The Company'sloanstocustomersasat3o June 2019
amounted toNOK16.3 (16.3) billion. The borrowers are
municipalities, county administrations and local
government enterprises.

BORROWING

The Com pany's borrowing comprise coveredbonds
(OMF) aswell asborrowing from KLP Banken AS. New
covered bondsissued during the first halfof 2019
amounted toNOK 3.5 (0.8) billion, whilenet repurchase
of previousissuesamountedtoNOK 3.1 (1.6) billion. All

1Figures in parenthesis are from the corresponding period in 2018.

covered bondshave an AAArating. The Com pany
occasionally restructures the debt portfoliowith the
purpose of increasing average duration. This m ay cause
both profit and loss. Bond restructuring have causedtotal
accountinglosses of NOK13.1(6.8) millionsofar this
year.

LIQUIDITY INVESTMENTS

KLP Kom munekreditt AS hasstrictrules on what assets
may beincluded in the securitiesholdings. In addition to
loanstothe publicsector the securities holdings comprise
secure bondsaswell asdepositsinotherbanks. The
securities com prise certificates and bonds of very high
credit quality, principally investmentsin covered bonds
with AAArating. Asat 30 June 2019, the bond portfolio’s
market value wasNOK2.1(1.0) billion. Thenet gain
associated with market value changesin liquidity
investments amounted toNOK1.1 (1.3) million sofar this
year.

RISK AND CAPITALADEQUACY

KLP Kom munekreditt AS has established a framework
for risk management aimed atensuringthatrisksare
identified, analyzed and subject tom anagement using
policies, limits, procedures and instructions. The
Company istohavea prudent risk profile and earnings
arebasically a result of the borrowing and lending
activityaswell asliquidity management. This m eans that
the Companyistohavelow marketrisk. Interest and
foreign exchange risk arising within the borrowing and
lending activity are reduced using derivatives. The
Company istohavesufficientlong-term financing within
set limits. The creditriskin the Companyis low andthe
Company'slendingislimited tolocal government risk.
The Company'sliquidity isinvested in banks satisfying
high credit quality requirements and in securitiesin
accordance with Board-approvedcreditlines.

Attheendofthesecond quarter 2019, core capitali.a.w.
the capitaladequacy ruleswas NOK756.3 (719.8) million.
Loanstomunicipalities and county administrations are
risk-weighted 20 per centin accordance with the
authorities' capital adequacy regulations. KLP

Kom munekreditt AShad a core capital adequacy and
capital adequacyratioof 20.3 (20.2) per centatthe end
of the second quarter 2019. The minimum statutory
requirementis15.5 per cent capital adequacy ratio.
Leverage ratiowas 3.9 (4.0) per cent. The minimum
statutoryrequirementis 3.0 per cent.
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FUTURE PROSPECT

KLP Kom munekreditt ASislicensed as a covered bond
issuer andwill be developed further by distributing new
loanstothe marketor by purchasingloans from KLP.
Thelendingactivities willm ainly be funded through the
issue of bonds covered by a portfolioof loansto
municipalities, county municipalities or com panies with
public guarantees.

Theborrowing requirements in the municipal sectoris
still growing and a large proportion of the loans taken are
financedin the securities m arket rather thanin the
financialinstitutions. KLP Kom m unekreditt AS iswell
capitalised and hasan advantage as a stableand long-
term lender in the market. The general trendsinthe
financialmarkets willalsoin the future determine the
Company'sability tofinance itslending activities on
termsthat make it possible toachieve sufficient
profitability.

Norwegian municipalities are constantly developing the
range of its servicestothe population. Increasing
longevity and population growth gives reason to expect
still growing publicsector investment requirements. It is
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highlylikely that thedem and for loans in the municipal
sector, and toprojects with municipal guarantees,
accordingly willstay ata highlevel alsoin the years
ahead.

Alarge proportion of the municipal authorities’ funding
will probably derive from the securities marketin the
future too. The Board of Directors nevertheless assumes
thatthere will still be a needfor a significant element of
long-term financing over and above what thesecurities
market can offer to public sector borrowers. Duetothe
increased attention aimed at sustainability and the
environment KLP Kom munekreditt wantstobein front
taking social responsibility by developing and offering
financial solutions that contribute torealizing more
environmental projectsin the publicsector.

KLP Kom munekreditt AS will continue to offer loans for
investment purposesin the public sector and tomaintain
a low risk profile. The future growth and development of
the Companyislargely dependent on obtaining
sufficiently good borrowing termsin themarket to

com pete for publicsectorloans.

Trondheim, 14. August 2019

Aage E. Schaanning Aud Norunn Strand
Chair (Sign.)
(Sign.)

Kjell Fosse
(Sign.)

Carl Steinar Lous

Managing Director

(Sign.)
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Income statement

KLP KOMMUNEKREDITT AS

Interest income, amortised cost 94 296
Interest income at fair value 34 878
3 Total interestincome 129 174
Interest expense, amortised cost -82785
Interest expense at fair vaulue -29813
3 Total interest costs -112598
S Net interestincome 16 576
17 Net gain/(loss) financial instruments -6 399
Total other operating income -6 399
Other operating expenses -3444
18 Net loan losses 4
Total operating expenses -3440
Operating profit/loss before tax 6 736
Tax ordinary income -1482
Profit for the period 5254
Other comprehensiveincomeforthe 0

period

Comprehensiveincome for the period 5254

87 241
31289
118 530
-69 056
-35038
-104 094

14 436

-1543

-1543

-3873

-2
-3875

9018
-2074
6 944

6 944

186 146
64 195
250 341
-159 267
-60000
-219 268

31073

-11951

-11951

-8063
5
-8058

11 064
2434
8630

8 630

173 234

96 392
269 626
-130912
-105442
-236 353

33273

-5593

-5593

-8422
0

-8422

19 257
-4429
14 828

14 828
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351 048
155 446
506 494
-269163
-171790
-440 953

65541

-12484

-12484
-15737
-5

-15742

37 315
-8364
28 951

28 951
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Balance sheet

KLP KOMMUNEKREDITT AS

NOK THOUSANDS 30.06.2019 30.06.2018 31.12.2018
ASSETS
5 Loans to credit institutions 440 282 465 525 649 795
4,5  Loans to customers 16 293 140 16 282 191 16 758 620
5,6,15 Interest-bearing securities 2 061 803 974 243 727 246
5,6  Financial derivatives 60 144 90 580 62 461
12 Other assets 7 345 7350 8122
Total assets 18 862 713 17 819 888 18 206 245

LIABILITIES AND OWNERS EQUITY

LIABILITIES
5,9  Debt tocreditinstitutions 270 137 575 299 430 208
5,7  Debt securities issued 17 740 903 16 360 267 16 909 271
5,6  Financial derivatives 84 966 140 811 105 403
Deffered tax liabilities 4810 1563 4810
13 Other liabilities 3499 5 566 6784
13 Provision for accrued costs and liabilities 0 736 0
Total liabilities 18 104 314 17 084 242 17 456 476
EQUITY
Share capital 362 500 362 500 362 500
Share premium 312 500 312 500 312 500
Other ow ners' eqyity 74 769 45 818 74 769
Unallocated profit/loss 8630 14 828 0
Total ow ners' equity 758 399 735 646 749 769

Total liabilities and equity 18 862 713 17 819 888 18 206 245
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Statement of changes in equity

KLP KOMMUNEKREDITT AS

2019 Share Share
NOK THOUSANDS capital premium
Equity 1 January 2019 362 500 312 500
Profit for the period 0 0
Other comprehensive income 0 0
Total comprehensiveincomeforthe period 0 0
Group contribution received 0 0
Group contribution made 0 0
Total transactions withthe owners 0 0
Equity 30 June 2019 362 500 312 500
2018 SHEE Share
NOK THOUSANDS capital premium
Equity 31 December 2017 362 500 312500
Changes in accounting principles (IFRS 9) 0 0
Equity 1January 2018 362 500 312 500
Profit for the period 0 0
Total com prehensiveincomeforthe period 0 0
Group contribution received 0 0
Group contribution made 0 0
Total transactions withthe owners 0 0
Equity 30 June 2018 362 500 312 500
2018 Share Share
NOK THOUSANDS capital premium
Equity 31 December 2017 362 500 312 500
Changes in accounting principles (IFRS 9) 0 0
Equity 1 January 2018 362 500 312 500
Income for the year 0 0
Total comprehensiveincome forthe period 0 0
Group contribution received 0 0
Group contribution made 0 0
Total transactions withthe owners 0 0
Equity 31 December 2018 362 500 312 500

Other
equity

74 769
8 630
0
8630

17 009
-17009

83 399

Other

equity
45939
-122
45 818
14 828
14 828
44 491
-44491
0

60 646

Other
equity

45939
-122
45818
28 951
28 951
44 491
-44 491
0

74 769
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Total owners'

equity

749 769
8630

0

8 630

17 009

-17009

758 399

Total owners'
equity

720 939
-122
720 818
14 828
14 828
44 491
-44 491
0

735 646

Total owners'

equity

720939
-122
720818
28 951
28 951
44 491
-44 491
0

749 769
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Statement of cash flow

KLP KOMMUNEKREDITT AS

OPERATIONAL ACTIVITIES

Payments received fromcustomers - interest,
commission & charges 171 584 168 846 354 411

Disbursements on loans customers & credit

institutions -418187 -527 058 -1818 593
iﬁigtedggsncs)n loans customers & credit 867 431 480 362 1231153
Net receipts/disbursements on operations -8694 -8531 -16 005
glgttivriteiggipts/disbursenents fromoperating 11195 1170 7568
Net interestinvestment accounts 384 110 5020
Net cash flow from operating activities 623 713 114 899 -251 582
INVESTMENT ACTIVITIES

Payments on the purchase of securities -1495 617 -629 605 -1079 547
Receipts on sale of securities 164 187 1094 032 1780991
Receipts of interest from securities 11 160 9104 20 726
Net cash flow from investment activities -1320 270 473 531 722 170
FINANCING ACTIVITIES

Receipts on loans fromcredit institutions 3500 000 800 000 3300 000
iai:&ﬂ;%er]r;ents on loans from credit -3105 000 288 000 1765 000
Change of interest of loans 407 000 -1878 000 -5290 000
Change in internal funding -160 000 300 000 155 000
Net payment of interest on loans -140776 -109 207 -233760
Payment on group contribution -5081 -14 050 -14 086
Net cash flow s from financing activities 496 143 -613 257 -317 846
Net cash flow during the period -200414 -24 827 152 742
FC)Iglrsigdand cash equivalents at the start of the 631 394 478 652 478 652
Cash and cash equivalents at the end of the 430 980 453 825 631 394

period

Net receipts/disbursements of cash -200414 -24 827 152 742



KLP Kommunekreditt AS Q2 2019 Page 9

STATEMENT PURSUANT TO SECTION § 5-6 OF
THE SECURITIES TRADING ACT

KLP KOMMUNEKREDITT AS

Wehereby confirmthat thehalfyearly financial statement for the company for the period 1 January through 30 June
2019tothebest of our knowledgehave been preparedin accordancewith current applicable accounting standards, and
giveatrueand fair view of the assets, liabilities, financial position and profit or loss of the com pany taken as a whole.

To thebest of our knowledge, the half-yearly report gives a true and fair overview of im portant events that occurred
duringthe accounting period and theirimpact on the half-yearly financial statement, and a description of the principal
risks and uncertainties facing the company over the next a ccounting period.

Trondheim, 14. august 2019

Aage E. Schaanning Aud Norunn Strand Kjell Fosse
Leder (Sign.) (Sign.)
(Sign.)

Carl Steinar Lous
Administrerende direkter

(Sign.)
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Notes to the accounts

KLP KOMMUNEKREDITT AS

NOTE 1 General information

KLP Kom munekreditt AS was formed on 25 August 2 009.
The companyisa credit enterprise that provides or
acquires publicsectorloansthat are guaranteed by the
Norwegian municipalities. Borrowers providesurety
covering both repayments and interest.

The object of the Com pany is primarily tofinanceactivities
by issuing covered bonds with security in public sector
guaranteesloans. Partsof these loans are listed on Oslo
Bars (Stock Exchange).

NOTE 2 Accounting principles

Theinterim reportincludesthe interim Financial
Statements of KLP Kom munekreditt AS for the period

1 January 2019 — 30 June 2019, specifying the earnings
trendin Q2. The auditors have performed a limited review
of theinterim Financial Statement.

KLP Kom munekreditt AS isregistered and domiciled in
Norway. It'shead office is at Beddingen 8 in Trondheim,
andthe companyhasa branch office in Dronning
Eufemiasgate 10in Oslo.

The companyisa wholly-owned subsidiary of KLP Banken
ASwhichisin turn wholly-owned by Kom munal
Landspensjonskasse (KLP), through KLP Bankholding AS.
KLP isa mutualinsurance com pany.

Theinterim financial statements havebeen prepared in
accordance with IAS 34 "Interim Financial Reporting".
Other accounting principles andcalculations are the same
in the interim financial statement asin the lastannual
report.
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NOTE 3 Net interest income

Q2| 01.01.2019| 01.01.2018| 01.01.2018
2018 -30.06.2019 | -30.06.2018 | -31.12.2018

NOK THOUSANDS

interest income on loans to custorers, 92 982 86181 183648 171088 346027
:;%'S?stégccoorgf on loans to credit institutions, 1314 1060 2499 2146 5020
:?;?urgst income on bonds and certificates, fair 91339 5310 13 159 11 030 19 349
Other interestincome, fair value 25539 25979 51 036 85 363 136 097
Total interestincome 129 174 118 530 250 341 269 626 506 494
Interest expenses on debtto KLP Banken AS, -965 -1247 -2004 -2126 -4871

amortised cost
Interest expenses on issued securities,

: -81820 -67809 -157 263 -128786 -264292
amortised cost
Other interest expenses, fair value -29813 -35038 -60 000 -105442 -171790
Total interest costs -112598 -104 094 -219 268 -236 353 -440953
Net interestincome 16 576 14 436 31073 33273 65 541

NOTE 4 Loans to customers

NOK THOUSANDS 30.06.2019 30.06.2018 31.12.2018
Loans to cutomers before w rite-downs 16 182 413 16 144 862 16 646 683
Write-dow ns steps 1 and 2 -158 -158 -163
Loans to cutomers after write-downs 16 182 254 16 144 704 16 646 520
Accrued interest 69 380 67 942 57 317
Fair value hedging 51274 83278 65 732
Premium/discount -9769 -13733 -10949

Loans to customers 16 293 140 16 282 191 16 758 620
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NOTE 5 Categories of financial instruments

Capitalized Fair Capitalized Fair Capitalized Fair
value value value value value value
FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT AND
LOSS
Fixed-income securities 2 061 803 2 061 803 974 243 974 243 727 246 727 246
Financial derivatives 60 144 60 144 90 580 90 580 62 461 62 461

Total financial assets at fair value

through profit andloss 2121 947 2121947 1064 823 1064 823 789 708 789 708

FINANCIAL ASSETS FAIR VALUE HEDGING
Lending to Norw egian municipalities 3155193 3196 634 4070 625 4123176 3429 602 3464 954

Total financial assets fair value
hedging
FINANCIAL ASSETS AT AMORTIZED COST

Loans to and receivables fromcredit
institutions

Lending to Norw egian municipalities 13137947 13129140 12211565 12211160 13329019 13316652

3155193 3196 634 4070 625 4123176 3429 602 3464 954

440 282 440 282 465 525 465 525 649 795 649 795

Total financial assets at am ortized

oSl 13578229 13569422 12677090 12676685 13978813 13966 447

Total financial assets 18855368 18888002 17812538 17864683 18198123 18221 109
FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT AND LOSS
Financial derivatives 84 966 84 966 140 811 140 811 105 403 105 403

Total financial liabilities at fair value
throughprofitandloss

FINANCIAL LIABILITIES FAIR VALUE HEDGING

84 966 84 966 140 811 140 811 105 403 105 403

Covered bonds issued 1825671 1805912 1908 595 1930193 1886 974 1904 665

Total financial liabilities fair value
hedging

1825671 1805912 1908 595 1930193 1886 974 1 904 665
FINANCIAL LIABILITIES AT AMORTIZED COST

Liabilities to credit institutions 270137 270137 575 299 575 299 430 208 430 208
Covered bonds issued 15915232 15890535 14451673 14993171 15022297 15086824

Total financial liabilities at am ortized

s 16 185368 16160671 15026972 15568470 15452506 15517033

Total financial liabilities 18096 005 18051549 17076377 17639474 17444883 17527101
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NOTE 5 Categories of financial instruments (continues)

Fair value shall be a representative pricebased on whata
corresponding asset or liability would have been traded
for on normalmarketterms andconditions. A financial
instrumentis considered tobelisted in an active market
ifthelisted price is simply andregularly available from a
stock market, dealer, broker, industry grouping, price
setting service or regulatory authority, and these prices
represent actual andregularly occurring transactions at
arm’slength. If the market for thesecurityisnot active,
or the securityisnot listed on a stock market or similar,
v aluation techniques are usedtoset fair value. These are
based for exampleon information on recently com pleted
transactions carried out on businesstermsand
conditions, referencetotradingin similar instruments
and pricing using externally collectedyield curves and
yield spread curves. Asfaraspossible theestimatesare
based on externally observable market data andrarely on
com pany-specific information.

The different financial instruments are thus
pricedin the following way:

Fixed-income securities —government
Bloombergisused asa sourcefor pricing Norwegian
government bonds. It is Oslo Stock Exchange that
providestheprice (via Bloomberg). The pricesare
com pared with the prices from Reuterstoreveal any
errors.

Fixed-income securities - other than government
Norwegian fixed-income securities except government
are generally priced using prices from Nordic Bond
Pricing. Those securities that are not included in Nordic
Bond Pricingare priced theoretically. Thetheoretical
priceisbased on the assumed present value on the sale of
the position. A zero-coupon curveis used for discounting.
The zero-coupon curveis adjusted upwards by means of a
credit spread, whichistotake accountofthe riskthe
bond entails. The credit spread is calculated on thebasis
of a spread curve takingaccount of the duration ofthe
bond. Nordic Bond Pricingisthe mainsource of spread
curves. They provide company-specific curves for
Norwegian saving banks, municipalities and energy.
Savingbankshave various spread curves based on total
assets. For com panies whereNordic Bond Pricing donot

deliver spread curves, the Group use spread curves from
three Norwegian banks. When spread curves are available
from morethan one of these banks, an equal-weighted
average is used.

Financial derivatives

These transactions are valued based on the applicable
swap curve atthe time of v aluation. Derivative contracts
aretobeused only tohedge balance amountsand to
enable payments obligationstobe met. Derivative
contracts may be struck only with counterparties with
high credit quality.

Fair value ofloanstoNorwegian local
administrations

Fair value oflending withoutfixed interestratesis
considered virtually the same asbook v alue since the
contracttermsare continuously changed in step with
marketinterest rates. Fair value of fixed rateloansis
calculated by discounting contractual cash flows by the
markedrateincluding a relevant risk margin on the
reporting date. Thisisvaluedin Level 2 in the valuation
hierarchy, cf.note 6.

Fair value ofloanstoandreceivables from credit
institutions

All receivables from credit institutions (bank deposits)
areat variable interest rates. Fair value of these is
considered virtually the same as book v alue since the
contracttermsare continuously changed in step with
marked interestrates. Thisisvaluedin Level 2in the
valuation hierarchy, cf. note 6.

Fair value of liabilities to credit institutions

These transactions are valued using a valuation model,
including relevant credit spread adjustments obtained
from the market. Thisisvalued in Level 2 in the valuation
hierarchy, cf.note 6.

Liabilities created on issuance of covered bonds
Fair value in this category is determined on the basis of
internal valuation models based on external observable
data.Thisisvaluedin Level 2 in the valuation hierarchy,
cf. note6.
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NOTE 6 Fair value hierarchy

30.06.2019

NOK THOUSANDS Level 1 Level 2 Level 3 Total

ASSETS BOOKED AT FAIR VALUE

Fixed-income securities 29 925 2031877 0 2061 803
Financial derivatives 0 60 144 0 60 144
Total assets at fair value 29 925 2092 021 0 2 121 947

LIABILITIES BOOKED AT FAIR VALUE
Financial derivatives (liabilities) 0 84 966 0 84 966
Total financial liabilities at fair value 0 84 966 0 84 966

30.06.2018

NOK THOUSANDS

ASSETS BOOKED AT FAIR VALUE

Fixed-income securities 29 961 944 281 0 974 243
Financial derivatives 0 90 580 0 90 580
Total assets at fair value 29 961 1034 861 0 1064 823

LIABILITIES BOOKED AT FAIR VALUE
Financial derivatives (liabilities) 0 140 811 0 140 811

Total financial liabilities at fair value 0 140 811 0 140 811

31.12.2018

NOK THOUSANDS Level 1 Level 2 Level 3 Total

ASSETS BOOKED AT FAIR VALUE

Fixed-income securities 59 902 667 344 0 727 246
Financial derivatives 0 62 461 0 62 461
Total assets at fair value 59 902 729 805 0 789 708

LIABILITIES BOOKED AT FAIR VALUE
Financial derivatives (liabilities) 0 105 403 0 105 403
Total financial liabilities at fair value 0 105 403 0 105 403
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NOTE 6 Fair value hierarchy (continues)

Fair value shall be a representative pricebased on whata
corresponding asset or liability would have been traded
for at normal market terms and conditions. Highest
qualityinregard tofairvalue isbased on listed pricesin
an active market. A financial instrumentisconsidered as
listedin an activem arketiflisted prices are simply and
regularly availablefrom a stock market, dealer, broker,
industry group, price-setting serviceor regulatory
authority, and these pricesrepresentactualand regularly
occurringtransactionsatarm'slength.

Level 1:

Instruments atthislevel obtain fair value from listed
pricesin anactive market for identical assets or liabilities
towhichtheentityhasaccessat the reporting date.
Examplesofinstrumentsin Level1 are stockmarket
listed securities.

Level 2:

Instruments atthislevel obtain fair value from
observable market data. Thisincludes prices based on
identical instruments, but where theinstrument does not
maintain a high enough trading frequency and is
therefore not considered tobe traded in an active m arket,
aswell aspricesbased on corresponding assetsand price-
leadingindicatorsthat canbe confirmed from m arket
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information. Example instruments at Level 2 arefixed-
income securities priced on the basis of interestrate
paths.

Level 3:

Instruments at Level 3 contain non-observablem arket
data or aretraded in markets considered tobe inactive.
The priceisbased generally on discretecalculations
wherethe actual fair valuemay deviate if the instrument
weretobetraded.

Therehave beennotransfers between Level 1 and Level
2.

Note 5 discloses the fair value of financial assets and
financialliabilities that are recognized at amortized cost
and accordingtothe rules on hedgeaccounting. Financial
assets measured at amortized cost and hedge accounting
compriselendingtoand due tocreditinstitutions,
Norwegian municipalities andretail customers. The
stated fair value of these assetsis determined on terms
qualifying for level 2. Financial liabilities recognized at
amortized cost and hedge accounting consist of debt
securitiesissued and deposits. The stated fair value of
theseliabilitiesis determined by m ethods qualifying for
level2.
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NOTE 7 Securities liabilities - stock exchange listed covered bonds and certificates

NOK THOUSANDS 30.06.2019 30.06.2018 31.12.2018
Bond debt, nominal amount 18 138 000 17 825 000 17 743 000
Adjustments 44 456 40778 35990
Accrued interest 73 447 63 489 52 281
Ow n holdings, nominal amount -515000 -1569 000 -922 000
Total debt securities issued 17 740 903 16 360 267 16 909 271

Interest rate on borrowings through theissuance of securities on the

N 1.82% 1.52 % 1.58 %
reportingdate

Theinterest rateiscalculated as a weighted average of the act/360basis. It includes interest rate effects and amortization costs.

NOK THOUSANDS Bagnece? Issued :v"e"’(‘j“ejr:]eedd/ adjust gtehnf; Bagrllneceet

31.12.2018 30.06.2019
Bond debt, nominal amount 17 743 000 3500 000 -3105 000 0 18 138 000
Adjustments 35990 0 0 8 466 44 456
Accrued interest 52 281 0 0 21165 73447
Ow n holdings, nominal amount -922 000 0 407 000 0 -515000
Total debt securities issued 16 909 271 3500 000 -2 698 000 29 632 17 740 903

NOTE 8 Over-collateralisation

NOK THOUSANDS 30.06.2019 30.06.2018 31.12.2018

SECURITY POOL

Loans to customers 16 335 692 16 335 874 16 792 892
Financial derivatives (net) ~24736 -50101 -42930
Additional collateral * 2613578 2780 388 1898 505
Total security pool 18 924 534 19 066 161 18 648 467
QOutstanding covered bonds incl. ow n funds and 18 293 736 17 934 853 17 829 644
premiunvdiscount

Coverage of the security pool 103.4% 106.3% 104.6%

' Additional collateral includes loans and receiv ables from credit institutions and bonds and certificates. Liquidity reserv e are not insluded in additional
collateral.

Section 11-7 of the Regulations on Financial Institutionslays down arequirement for over-collateralisation by atleast 2
per cent of the value of the outstanding covered bonds.
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NOTE 9 Liabilities to credit institutions

30.06.2019

NOK THOUSANDS

Page 17

Due date Nominal
Debt to KLP Banken AS 15.12.2020 50 000
Debt to KLP Banken AS 15.12.2020 170 000
Debt to KLP Banken AS 15.12.2020 50 000

Total liabilities to creditinstitutions
Interest rate on debttocreditinstitutions at the reporting date

Theinterest rateiscalculated as a weighted average of the act/3 60 basis.

30.06.2018

NOK THOUSANDS

Accrued
interest

25

86
25

Book value

50 025
170 086
50 025
270 137
117 %

Due date Nominal

Debt to KLP Banken AS 16.09.2019 575000
Total liabilities to creditinstitutions
Interest rate on debttocreditinstitutions at thereporting date

Theinterest rateiscalculated as a weighted average of the act/360basis.

31.12.2018

NOK THOUSANDS

Accrued
interest

299

Book value

575299
575 299
117 %

Due date Nominal
Debt to KLP Banken AS 15.12.2020 330 000
Debt to KLP Banken AS 15.12.2020 100 000

Total liabilities to creditinstitutions

Interest rate on debttocreditinstitutions at the reporting date

Accrued
interest

168
41

Book value

330 168
100 041
430 208

121%
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NOTE 10 Financial assets and liabilities subject to net settlement

30.06.2019 Related sums that are

NOK THOUSANDS not presented net

Gross assets

liabilites Net
Gross financial presented Financial  Securityin recognised
assets/liabilites net Book value instruments cash value
ASSETS
Financial derivatives 60 144 0 60 144 -60144 0 0
Total 60 144 0 60 144 -60 144 0 0
LIABILITIES
Financial derivatives 84 966 0 84 966 -60144 0 24 822
Total 84 966 0 84 966 -60144 0 24 822

30.06.2018 Related sums that are

NOK THOUSANDS not presented net

Gross assets

liabilites Net
Gross financial presented Financial  Securityin recognised
assets/liabilites net Book value instruments cash value
ASSETS
Financial derivatives 90 580 0 90 580 -90580 0 0
Total 90 580 0 90 580 -90580 0 0
LIABILITIES
Finansielle derivater 140 811 0 140 811 -90580 0 50231
Total 140 811 0 140 811 -90580 0 50 231

31.12.2018 Related sums that are

NOK THOUSANDS not presented net

Gross assets

liabilites Net
Gross financial presented Financial  Securityin  recognised
assets/liabilites net Book value instruments cash value
ASSETS
Financial derivatives 62 461 0 62 461 -62 461 0 0
Total 62 461 0 62 461 -62 461 0 0
LIABILITIES
Finansielle derivater 105 403 0 105 403 -62 461 0 42 942
Total 105 403 0 105 403 -62461 0 42 942

The purpose of the note istoshow the potential effect of netting agreements at the KLP Kom munekreditt AS. The note
shows derivative positionsin the financial statement.
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NOTE 11 Transactions with related parties

NOK THOUSANDS

01.01.2019

-30.06.2019

01.01.2018
-30.06.2018

Page 19

01.01.2018
-31.12.2018

KLP Banken AS, interest on borrow ing
KLP Banken AS, administrative services (at cost)

KLP Kapitalforvaltning AS, fees for services provided

NOK THOUSANDS

2004
6643
44

30.06.2019

2126
6 632
74

30.06.2018

4871
12 823
120

31.12.2018

BALANCES
KLP Banken AS, debt to credit institutions

KLP Banken AS, loan settlement
Net outstanding accounts to:
KLP Banken AS

KLP Kapitalforvaltning AS

-270137
7345

-938
-19

-575299
7 350

-984
-30

-430208
8122

-1672

There are nodirectsalary cost in KLP Kom m unekreditt AS. Personnel costs (administrative services) are allocated

from KLP Banken AS.

Transactions with related parties are carriedout at general m arket terms and conditions, with the exception of the
Company's share of com m on functions (staff services), which are allocated at cost. Thereceivable isbased on actual

use. All internal receivables are settledasthey arise.

NOTE 12 Other assets

NOK THOUSANDS

30.06.2019

30.06.2018

31.12.2018

Intercompany receivables

Total other assets

7345
7 345

7350
7 350

8122
8122
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NOTE 13 Other liabilities and provision for accrued costs

NOK THOUSANDS 30.06.2019 30.06.2018 31.12.2018
Creditors

Intercompany payables 956 1014 1702
Tax payable 0 0 5081
Other liabilities 2435 4432 2
Total other liabilities 3499 5566 6784
Accrued expenses 0 736 0

Total accruedcosts and liabilities 0 736 0
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NOTE 14 Capital adequacy

NOK THOUSANDS 30.06.2019 30.06.2018 31.12.2018
Share capital and share premium fund 675 000 675 000 675 000
Other ow ners' equity 74 769 45 818 74 769
Total ow ners'equity 749 769 720 818 749 769
Interim profit/loss 8 630 0 0
Adjustments due to requirements for proper valuation -2062 -974 =727
Core capital/Tier 1 capital 756 337 719 844 749 042
Supplementary capital/Tier 2 capital 0 0 0
Supplementary capital/Tier 2 capital 0 0 0
Total eligible ow nfunds (Tier 1 and Tier 2 capital) 756 337 719 844 749 042
Capital requirement 298 008 287 499 295 879
Surplus of ownfunds (Tier 1and Tier 2 capital) 458 329 432 346 453 163

ESTIMATE BASIS CREDIT RISK:

Institutions 101 554 112 691 144 076
Local and regional authorities 3292 607 3289 495 3380 301
Covered bonds 203 188 84 039 66 734
Calculation basis credit risk 3597 349 3486 225 3591 111
Credit risk 287 788 278 898 287 289
Operating risk 10115 8 467 8 467
Credit valuation adjustment 105 134 123
Total capital requirement assets 298 008 287 499 295 879
Core capital adequacy ratio 20.3 % 20.0 % 20.3 %
Supplementary capital ratio 0.0 % 0.0 % 0.0 %
Capital adequacy ratio 20.3 % 20.0 % 20.3%
Leverageratio 3.9% 4.0% 4.0%
CAPITAL REQUIREMENT PER 30.06.2019 el Rl e el own funds
Tier 1 capital | capital/Tier 2 capital
Minimum requirement excl. buffers 4.5% 3.5 % 8.0 %
Protective buffer 250 0.0 % 250
Systemic risk buffer 3.0 % 0.0 % 3.0 %
Counter-cyclical capital buffer 20% 0.0 % 20%
Current capital requirement incl. buffers 12.0 % 3.5 % 15.5 %

Capital requirementleverageratio

3.0% 0.0% 3.0%



KLP Kommunekreditt AS Q2 2019 Page 22

NOTE 15 Fixed-income securities

NOK THOUSANDS 30.06.2019 30.06.2018 31.12.2018
Acquisition Market Acquisition Market Acquisition Market
cost value cost value cost value
Certificates 29 925 29 925 29 952 29 961 59 906 59 902
Bonds 2028176 2031877 934 357 944 281 666 822 667 344
Total fixed-income securities 2058102 2061 803 964 309 974 243 726 728 727 246

Fixed income securities are broughttoaccount at marktet value, including accrued but not due interests.

NOTE 16 Contingent liabilites

NOK THOUSANDS 30.06.2019 30.06.2018 31.12.2018
Loan commitment 339793 122 780 500 394
Total contingent liabilities 339 793 122 780 500 394

NOTE 17 Net gain/(loss) on financial instruments

01.01.2019 01.01.2018 01.01.2018
RO SRS -30.06.2019 -30.06.2018 -31.12.2018
Net gain/(loss) on fixed-income securities 1135 1252 -787
Net gain/(loss) financial derivatives and realized 0 13 13

amortization linked to lending

Net gain/(loss) financial derivatives and realized

repurchase of own debt -13086 -6832 -11684

Total net gain/(loss) on financial instruments -11951 -5593 -12484
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NOTE 18 Loan loss provision

Changesin provisions for expectedlossesat 3 0th of June 2019 are relatedtochangesin lending volume. Noother
changeshavebeen made tothe assumptions or inputtothem odel for calculatingloss provisions. Refer toNote 16 and
Note 2 tothe annualreport for more details of the model.

Lifetime ECL

12-month ECL not credit Lifetime ECL

creditimpaired Total
stage 3

NOK THOUSANDS

stage 1 im paired
stage 2

EXPECTED CREDIT LOSS (ECL) - LOANS TO CUSTOMERS, AMORTISED COST

Opening balance ECL 01.01.2019 163 0 0 163
Transfers to stage 1 0 0 0 0
Transfers to stage 2 0 0 0 0
Transfers to stage 3 0 0 0 0
Net changes -2 0 0 -2
New losses 2 0 0 2
Write-offs -5 0 0 -5
Closing balance ECL 30.06.2019 158 0 0 158
Changes (01.01.2019-30.06.2019) -5 0 0 -5
Lifetime ECL o
NOK THOUSANDS = ogttggEg'i ”i‘:; ; ;?rii:' crel.r_ éflﬁrl:] pealizrce:la Total
stage 2 stage 3

VALUE OF LENDING AND RECEIVABLES FOR CUSTOMERS RECOGNISED IN THE BALANCE SHEET -

AMORTISED COST

Gross lening 01.01.2019 16 704 000 0 0 16 704 000
Transfers to stage 1 0 0 0 0
Transfers to stage 2 0 0 0 0
Transfers to stage 3 0 0 0 0
Net changes -148101 0 0 -148101
New lending 224 964 0 0 224 964
Write-offs -529070 0 0 -529070
Gross lending 30.06.2019 16 251 793 0 0 16 251 793
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Quarterly earnings trend

NOK MILLIONS Q2 2019 Q1 2019 Q4 2018 Q3 2018 Q2 2018
Interest income 129.2 121.2 153.3 93.5 92.6
Interest expense -112.6 -106.7 -138.7 -75.9 -78.1
Net interest income 16.6 145 14.6 17.6 14.4
Net gain/ (loss) financial instruments -6.4 -5.6 -5.8 -1.1 -15
Total other operating income -6.4 -5.6 -5.8 -1.1 -15
Other operating expenses -34 -4.6 -4.4 -29 -39
Total operating expenses -34 -4.6 -4.4 -2.9 -3.9
Operating profit/loss before tax 6.7 4.3 4.4 13.6 9.0
Tax ordinary income -1.5 -1.0 -0.8 -3.1 -2.1
Profit for the period 5.3 3.3 3.6 105 6.9

Key figures - accumulated

NOK MILLIONS Q2 2019 Q1 2019 Q4 2018 Q32018 Q2 2018
Pre-tax income 111 4.3 37.3 32.9 19.3
Net interestincome 311 145 65.5 50.9 33.3
Other operating income 0.0 0.0 0.0 0.0 0.0
Other operating cost and depreciation -8.1 -4.6 -15.7 -11.3 -8.4
\l;l;tureealized/unrealized change fin. Instruments at fair 120 56 125 6.7 56
Lending w ith public sector guarantee 16 293.1 16 659.8 16 758.6 16 206.1 16 282.2
Non-performing loans 0.0 0.0 0.0 0.0 0.0
Total liabilities created onissuance of securities 17 740.9 17 277.4 16 909.3 16 510.8 16 360.3
Other borrowing 270.1 380.2 430.2 475.2 575.3
Total assets 18 862.7 19 006.5 18 206.2 17 879.7 17 819.9
Average total assets 18 534.5 18 606.5 18 272.5 18 109.2 18 079.3
Equity 758.4 753.1 749.8 746.1 735.6
Interest net 0.17 % 0.08 % 0.36 % 0.28 % 0.18 %
Profit/loss fromordinary operation before taxes 0.06 % 0.02 % 0.20 % 0.18% 0.11 %
Return on equity 2.95% 231 % 4.97 % 6.08 % 5.24 %
Capital adequacy ratio 20.3 % 19.7 % 20.3% 20.0 % 20.0 %

Liquidity coverage ratio (LCR) 262 % 376 % 1592 % 598 % 771 %
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