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1 Introduction

review and evaluation Internal Capital Adequacy Assessment
Process (ICAAP), while Pillar 3 addresses the requirements for
the disclosure of financial information.

The purpose of this document is to disclose information about
capital, risk exposures and risk management in accordance with
Pillar 3 of the capital adequacy regulations (Basel II), which
stipulates a set of requirements concerning the disclosure of

3 Description of the
consolidation rules

financial information. Storebrand is involved in financial business activities which place significant requirements on the
management and control of risk. Good risk management is an
essential strategic tool for value creation within the entity. Its
goals are to maintain good risk-bearing capacity while continu-

The consolidated financial statements of Storebrand ASA

ously tailoring the financial risk to the entity’s solvency.

encompass the holding company, Storebrand ASA, as well as its
subsidiaries, jointly controlled companies (joint ventures) and

This document mainly provides information on the business

associated companies. The companies in the group subject to

segments within Storebrand which are governed by the Basel

the capital adequacy regulations operate in the areas of banking,

II regulation. More detailed information on insurance activities

life insurance, P&C insurance, investment advice, and asset

and other activities within the Storebrand Group can be found

management.

in Storebrand ASA’s annual report.
The consolidated financial statements are prepared in accordThe information about primary capital and minimum primary

ance with IFRS. Transactions carried out within the group

capital requirements in this document is updated quarterly.

between different units of the group are eliminated in the

Otherwise the document is updated annually.

consolidated financial statements.
The dominant business of the Storebrand Group is insurance,
and the various business areas of the group are subject to dif-

2 Capital adequacy
regulations / Basel II

ferent capital adequacy rules. Basel II is primarily intended for
banks, credit institutions, capital management companies and
investment firms, while insurance companies continue to follow
the Basel I framework. Insurance companies will in due course
be subject to new solvency regulations as part of the Solvency II

The capital adequacy regulations/Basel II are divided into three

process. Since insurance companies are not subject to Basel II,

pillars (areas). Pillar 1 defines the regulatory minimum capital

which applies different capital adequacy rules to Basel I, consoli-

requirements, and therefore represents a further development
of the former Basel I regulations. Pillar 2 addresses institutions’
internal processes for overall capital adequacy and supervisory

dated capital adequacy will be the result of differing capital
adequacy principles.

Simplified legal structure:
St o re b ran d ASA

St o re b ran d
Livsfo rsikrin g AS

St o re b ran d
Ho ld in g AB

St o re b ran d
Fo rsikrin g AS

St o re b ran d
Fin an sie ll
Råd g ivin g AS

SPP Livfö rsäkrin g
AB

St o re b ran d
Fo n d e n e AS

St o re b ran d
Kap it alfo rvalt n in g
AS

St o re b ran d Ban k
ASA

St o re b ran d
He lse fo rsikrin g
AS*

St o re b ran d
Eie n d o m skre dit t
AS

St o re b ran d
Bo lig kre d it t AS

Subj ect to
Basel I I
* 50 percent ownership
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The following subsidiaries are governed by the Basel II regulations:

for initial capital, capital adequacy with and without operational risk or primary capital in relation to the previous year’s

•

Storebrand Bank ASA

fixed costs. This applies to Storebrand Kapitalforvaltning AS

•

Storebrand Boligkreditt AS

and Storebrand Finansiell Rådgivning AS.

•

Storebrand Kapitalforvaltning AS

•

Storebrand Finansiell Rådgivning AS

4 Risk and capital
management

The calculation of capital adequacy is subject to the specific
rules on consolidation stipulated in the consolidation regulations. In the case of ownership interests in companies of
between 10-20 per cent a capital adequacy reserve of 100

4.1 Capital management

per cent of the carrying amount is set aside in the primary
capital, as long as the company is not consolidated.

The primary objective of capital management is to optimise
the balance between return and risk, whilst maintaining eco-

For the purposes of capital adequacy calculations, all subsidi-

nomic and regulatory capital in accordance with risk appetite.

ary companies are fully consolidated, while joint ventures

The rate of growth and composition of business segments are

and associated companies are consolidated on a proportional

important factors for the need for capital. Storebrand places a

basis. Associated companies are consolidated pursuant to the

significant emphasis on adapting the level of equity and loans

equity method in the consolidated financial statements, while

within the Group to financial risk and capital requirement.

jointly controlled companies are consolidated pursuant to the
gross method.

The Group aim to maintain a solvency margin for the life
insurance companies of more than 150 percent and a core

Consolidated capital adequacy is based on the valuation

capital adequacy within its banking activities of 10 percent.

rules applied in the unconsolidated financial statements. The

The level of capital shall support an A-level rating for the life

unconsolidated financial statements are prepared in accord-

insurance companies. The Group’s parent company has estab-

ance with generally accepted accounting principles in Norway

lished a goal to achieve a net debt ratio of zero. This implies

(N GAAP), with the exception of the unconsolidated financial

that liquid assets shall equal interest-bearing liabilities. The

statements of Storebrand Bank ASA, which are prepared in

Group’s financial targets are displayed in the table below. In

accordance with simplified IFRS.

addition to the solvency targets, the Group also has a target to
achieve a rate of return on equity (RoE) of 15 percent per year.

Storebrand is classified as a cross-sectorial financial group.
Companies involved in P&C insurance and life insurance must
carry out calculations pursuant to both the capital adequacy

4.2 Business management

regulations and the solvency margin regulations. The group
includes the following insurance companies: Storebrand

The board of Storebrand has adopted guidelines for overall

Livsforsikring AS and its subsidiaries SPP Livsförsäkring AB and

management and control. The internal audit function in

Benco, as well as Storebrand Forsikring AS and Storebrand
Helseforsikring AS. The Norwegian insurance companies in the
group are subject to capital adequacy regulations, but these
do not apply to the foreign insurance companies.
Asset management activities are subject to separate capital
adequacy rules, and the requirements vary depending on the
type of license under which a particular company operates.
This represents whichever is the highest of the requirement

Key figures
Return on equity*
Rating Storebrand Livsforsikring
Solvency margin Storebrand Livsforsikring Group
Core capital adequacy Storebrand Bank Group
Net debt ratio Storebrand ASA

Storebrand is founded on an operational corporate governance
model, whereby management is based on group-wide principles and internal regulations in areas such as ethics, information management and information security, as well as a valuebased system for financial and operational risk. The group has
a common internal audit function which carries out an independent review of the robustness of the management model.
The internal auditor is appointed by and reports to the boards
of the respective group companies.

Targets

31.12.2011

31.12.2010

15%

6%

11%

A

A-/A3

A-/A3

>150%

161%

164%

10%

11.4%

10.6%

0%

12%

9%

*) Adjusted for amortisation of intangible assets
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Storebrand’s value-based management system

solid and long-term trust built up between the company and
the market. Damage to the company’s reputation may have an
effect on the capacity to sustain and attract customers and
employees. The Group’s core values and internal regulations are
important factors for managing risk related to reputation.
The group uses the Easy Risk Manager risk management tool
in the risk assessment process and for monitoring operational
risk. Easy Risk Manager supports the identification of areas of
risk and helps assess the likelihood and consequences of a
risk scenario occurring. The tool also documents who is
responsible for implementing risk reducing measures.
The risk assessment process is integrated into business management by linking risk assessment to the unit’s capacity to
achieve its business goals, comply with regulatory requirements and the degree to which risk impacts on Storebrand’s
reputation. The audits carried out by the internal auditor of
different risk areas are regarded as an extremely important

Storebrand’s management system shall ensure a correlation

measure for control and reduction of risk. Assessments of risk

between goals and actions at all levels of the Group and an

and measures to reduce risk help ensure that operations can

overall policy for creating value for Storebrand’s stakehold-

continue and loss is minimised in the event of severe errors

ers. The system is based on a balanced scorecard, where

or events.

four dimensions – finance, customer, internal processes and
learning/growth – reflect both short-term and long-term value
creation in the Group.

4.2.2 The organisation of control functions for risk

The Storebrand Group carries out an annual strategy and plan-

All regulated entities in the Group are required to establish

ning process for each business segment. The end product is

control functions for risk management, internal control and

a rolling three-year strategic and financial plan with principal

compliance, in addition to an internal auditor.

management, internal control and compliance

targets, plans of action and budgets, in which financial prognosis and capital plans are prepared for each subsidiary and

The control functions are organised so that each function is

at Group level. Risk and capital assessments, in addition to

fully independent from any influence which may undermine the

internal control reports, are an integrated part of business

function’s capacity to execute its duties in an objective

management. The management teams in the various business

and independent manner.

areas identify risk areas and improvement measures based
on the company’s goals and strategy. This work is summed

Smaller Group companies with a low level of complexity may

up in an internal control report that is reviewed by the Audit

appoint several control functions to one person or one organi-

Committee and Boards of Directors.

sational unit. This does not apply however to the internal auditor
function, which must be completely independent of operational

“Storebrand Kompass” is the company’s supervisory tool,

functions and other control functions.

providing the management and the Board of Directors with
reports on financial and operating goals prepared during the

It is essential to emphasize sufficient independence for the

strategy and planning process. In the event that any parameters

control functions in order to prevent possible conflicts of inter-

have a low level of goal achievement, necessary measures are

est. Situations in which individuals may participate in a deci-

identified.

sion-making process for which they also act as control function
must be avoided.

4.2.1 Operational risk
Operational risk is defined as unexpected fluctuations in result

The control functions have access to the same databases and

caused by deficiencies or faults within internal processes and

reports as defined for the operational activities, and have the

systems, insufficiencies or errors among employees or as a

authority to define their own reports.

result of external events.
Furthermore, the control functions shall monitor all recorded
Operational risk for the Group is principally related to system-

events which have resulted in a notable financial loss, shall take

related problems when adapting and managing products, and as

part in the process of identification, assessment and reporting

a result of growth in the customer base and increased complexity.

of operational risk when new financial instruments are imple-

Storebrand’s products and customer relationships are based on

mented within risk management and/or asset management.
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The audit plans for the internal audit shall contain an inde-

who influence the company’s risk, as defined by the authorities,

pendent assessment of control functions for risk manage-

the most important objectives of the bonus model are for the

ment, internal control and compliance.

bonuses to guide their actions so that they are generally commensurate with the owners’ long-term interests, promote good

The principal corporate responsibility for the Group’s risk man-

management and control of the company’s risk, counter high

agement system and internal control/risk control is organised

levels of risk-taking, and act as an incentive. Specific goals are

under a central staff function, the Chief Risk Officer (CRO),

set annually for how the company’s creation of value shall

who reports to the CFO. The main task of the CRO is to

finance bonuses. The level of financing is based on value crea-

ensure that the Group’s activities comply with strategies and

tion over the past two years, and the goal for value creation is

limits for risk-taking, defined within the Group’s financial

based on risk-adjusted result. Value creation and the bonuses

strategy, the 3-year rolling plan and the investment strategies

awarded are determined according to the results reported for

for each company. Furthermore, the CRO shall coordinate the

the unit and the individual. The units’ results are measured by

processes within the Group’s business units and intragroup

means of a scorecard, which incorporates both quantitative and

functions for identification, assessment and reporting of oper-

qualitative goals, and these goals are both financial and opera-

ational risk, including reputation risk and compliance risk.

tional. The employees’ performance is followed up by a special

The central CRO function is divided into several control functions

monitoring system, in which performance is measured in rela-

for financial market risk, commercial risk and operational risk.

tion to both the execution of individual action plans and compliance with the Storebrand Group’s corporate policies. The unit

Moreover, risk control and compliance functions have been

and individual results are weighted equally, and the maximum

established for each company. These are responsible for the

total goal achievement is 150 percent. The unit’s scorecard and

coordination of processes for identification, assessment and

the individual’s action plan are directly linked to the strategy

reporting of operational risk (including reputation risk and

adopted by the Board. This helps to further strengthen the

compliance risk) within their respective organisational units.

agreement between the owners and the management. For
Norwegian executive personnel, half of the awarded bonus is

4.2.3 Remuneration

paid in cash, while the remaining half is converted to a number

4.2.3.1 Remuneration of the Board of Directors

of synthetic shares based on a weighted average price before

		

payment. The number of shares is registered in a share bank

for Storebrand ASA

The AGM fixes the Board’s annual remuneration on the basis

and will remain there for three years. Actual shares are not pur-

of the recommendations of the Nomination Committee.

chased. At the end of the period, an amount corresponding to

The fees paid to the members of the Board are not linked to

the market price of the shares awarded is paid. Half of the

earnings, option schemes or similar arrangements. The members

amount paid (after tax) from the share bank is used to purchase

of the Board and Board Committees do not receive incentive-

actual shares in Storebrand with a lock-in period of 3 years. No

based remuneration; instead they receive a fixed annual com-

payments are made from the share bank until the end of the

pensation. The shareholder-elected members of the Board do

3-year period, even if the employee withdraws from the

not participate in the company’s pension schemes. None of the

scheme or leaves the company.

shareholder-elected members of the Board carry out any duties
for the company beyond their appointment to the Board. More
detailed information on the remuneration, loans and shareholdings of board members can be found in notes 24 (Group) and

4.3 Internal capital adequacy assessment
process (ICAAP)

5 (ASA) in the annual report. Board members are encouraged
to hold shares in the company.

The risk and capital adequacy assessment process is part of
the group’s strategy and planning process. Companies subject

4.2.3.2 Remuneration of executive personnel

to the Basel II regulations undergo a risk and internal capital

The Board determines the structure of the remuneration of

adequacy assessment process (ICAAP) based on the capital

executive personnel at Storebrand, and a statement on the fix-

adequacy regulations and guidelines issued by Finanstilsynet.

ing of remuneration is presented to the AGM. The remuneration

The insurance business in Storebrand is not subject to the

consists of fixed salaries, bonuses, pension schemes and other

guidelines and therefore no ICAAP is carried out pursuant to

fringe benefits deemed to be natural in a financial group. In the

the regulations for this part of the business. Given this, an

opinion of the Board, the overall remuneration shall be competi-

ICAAP is currently only carried out at a company level in the

tive, but not leading. An annual assessment is carried out based

companies subject to the regulations and not at a group level.

on external market data to ensure remuneration is adequate in

Storebrand ASA is not subject to the ICAAP process either.

relation to equivalent positions in the market. The Storebrand

However, an equivalent risk and capital adequacy process,

Group has established remuneration comprising fixed salary only

including the preparation of an investment strategy and finan-

for employees who are principally employed for control func-

cial plan that includes a capital plan, is carried out as part of

tions. This is to ensure independence in the execution of the

the group’s strategy and planning process for the insurance

control functions. For other executive personnel and employees

business and other business areas in Storebrand as well.
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The process and results from an ICAAP along with an evalua-

Storebrand ASA’s annual report for a more detailed description

tion of the risk profile and pertinent capital requirements are

of risk management in the group’s insurance business.

documented in writing and separately discussed and adopted
by the various boards of directors. The capital requirements

4.4.1 Risk management for the banking group

are assessed on the basis of regulatory minimum requirements

The bank’s core activities are linked to creating value through

(Pillar 1) with additional buffers for other areas of risk. The

exposure to acceptable risks. The Storebrand Bank Group is

minimum requirements for credit and market risk are calcu-

proactive in managing the risk involved in its business activities

lated using the standard method. The basic method is used

and continuously works to develop its systems and processes

for operational risk. Apart from credit, market and operational

for risk management.

risk as calculated in Pillar 1, Storebrand Bank’s calculated capital requirement also takes into account extra capital require-

Storebrand Bank ASA and its subsidiary Storebrand Boligkreditt

ments linked to concentration, liquidity, residual, market and

AS are exposed to the following significant risks: credit risk,

reputation risk. Scenario analyses are carried out to assess

liquidity risk, market risk and operational risk.

the company’s risk-bearing capacity and the effect of stress
tests on the capital base that could occur and during periods

The banking group’s risk strategy lays the foundations for

of economic downturn. The stress scenario used for Storebrand

management of all types of risk, in order to ensure that the

Bank is an economic downturn with falling real estate prices

bank achieves the required risk profile. The risk strategy is

and an increasing likelihood of non-performance over a 3-year

determined by the Board and is updated at least annually.

period. Concentration risk is also stressed in the scenario. The

All types of risk are managed in accordance with respec-

stress scenarios used for Storebrand Kapitalforvaltning AS and

tive policies. The policies for credit risk are discussed by the

Storebrand Finansiell Rådgivning AS affect operating revenues

bank’s credit committee. Policies related to financial risk are

directly, e.g. falls in new sales volumes and customer portfo-

discussed by the bank’s balance sheet management commit-

lios, and indirectly, through falls in the value of customers’

tee. The policy for operational risk is discussed by the bank’s

assets which result in a lower earnings base.

management group. The bank’s Board of Directors is authorised
to adopt the policies, or can delegate this authority to the CEO.

The assessment of the capital level is based on the results

The Boards of Directors for the credit institutions are authorised

from the quantitative analyses and qualitative assessments

to adopt limitations in addition to these policies, in accordance

of what is justifiable from a business perspective. The tar-

with the company’s targets and prevailing regulations.

get capital level is thus derived at on the basis of the company having an adequate and acceptable capital buffer that

As part of its ICAAP (second pillar), the bank has assessed the

exceeds the regulatory minimum requirements and in which

total capital requirement for the banking group. The bank is

the size of the capital buffer is a result of the ICAAP analysis.

deemed to have a satisfactory capitalisation in relation to risk

A capital plan for maintaining the capital level in the compa-

profile.

nies is prepared on the basis of the target capital level, result
prognoses, and expected growth and composition of state-

4.4.1.1 Credit risk

ment of financial position.

Credit risk is defined as the risk of loss resulting from the customer’s lack of capacity or willingness to fulfill their commitments, and comprises the risk that securities are less effective

4.4 Risk management and control

than expected (residual risk), concentration risk and counterparty risk.

Storebrand assumes risk as part of its core activities. Good risk
management is a prerequisite for achieving the group’s finan-

The credit quality of the corporate market portfolio is consid-

cial goals and ensuring the group has the financial strength to

ered to be good. Approximately 80 percent of the portfolio’s

withstand and limit losses in its operations.

loans are property loans and about 20 percent relate to development and construction loans. Property loans are character-

Storebrand has stipulated guidelines for risk management and

ised by a good, diversified tenant profile and good lease dura-

internal control at a group level. The purpose of the guidelines

tions. The bank is secured a cash flow from tenants with

is to ensure that the Storebrand Group has effective and robust

these types of loans, in addition to having security in the

functions in place for risk management, risk control and com-

property itself. Tenant diversification ensures corresponding

pliance, which ensure the implementation of the group’s and

diversification of cash flows, which significantly reduces the

group companies’ strategies and compliance with the frame-

overall risk inherent in the portfolio.

work for risk taking. The guidelines are approved each year by
the boards of Storebrand ASA and the subsidiaries.

The greatest risk in the portfolio is considered to be connected
with development projects where the bank has a total exposure

The risks and risk management in the business areas subject

of approximately NOK 2.5 billion. This segment is largely com-

to the Basel II regulations are described below. Please refer to

posed of loans to construction projects in the housing and
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office sector in and around the centre of Oslo. Loans to new

4.4.1.2 Liquidity risk

property projects are contingent upon a high proportion of

Liquidity risk is the risk that the banking group, the parent

advance sales, and the risk is deemed to be satisfactory.

bank or the subsidiaries are unable to fulfill their obligations
without incurring substantial additional expense in the form

The credit risk has improved during the year as new lower risk

of reduced prices for assets that must be realised, or in the

loans have been made, and the current loans have developed

form of especially expensive financing.

in a positive direction. The concentration risk connected with
large loans has decreased over the last few years.

The risk strategy establishes overall limits for how much
liquidity risk the bank group is willing to accept. The liquidity

Storebrand ASA places an emphasis on maintaining close rela-

risk policy is based on this strategy and specifies minimum

tionships with its corporate market customers. The bank has a

liquidity reserves and financial indicators for measuring liquid-

fixed set of regulations for reviewing annual loans. Credit lines

ity risk. Stress tests based on varying scenarios are utilised to

which exceed a specific figure within the corporate segment

illustrate the estimated impact on the balance sheet and cash

can only be processed by a credit committee, chaired by the

flows. In addition to this, the bank’s Treasury Department

CEO or the bank’s Board of Directors.

prepares an annual funding strategy and funding plan that set
out the overall limits for the bank’s funding activities.

The credit quality of the retail market portfolio is considered
to be very good. Almost the entire portfolio is secured by way

The bank prepares a contingency plan annually to safeguard

of property mortgages. The portfolio’s high security coverage

proper management of the liquidity situation in stressed periods.

indicates a limited risk of loss. The loan to value ratio of the
property loans is relatively low and only a limited number of

The Treasury function in the bank’s Markets department is

loans have been made which exceed 80 percent of the mar-

responsible for the bank’s liquidity management, and the mid-

ket value.

office in the Risk Management unit monitors and reports the
utilisation of limits in accordance with the liquidity strategy.

The average weighted loan to value ratio in the banking group
is approximately 55 percent for mortgages, and about 94 per-

The liquidity targets in Storebrand Bank ASA and Storebrand

cent of the mortgages are within a loan to value ratio of 80

Boligkreditt AS are within the internally established limits.

percent and almost 97 percent are within a 90 percent loan to
value ratio. Approximately 58 percent of mortgages have a loan

The bank has established good liquidity buffers and attaches

to value ratio of less than 60 percent in the banking group.

great importance to having a balanced funding structure in
relation to the various maturities and issuances in various

The retail market portfolio has had very few losses historically.

markets. Credit facilities/agreements have been established

For the bank as a whole, a high share of loans to the retail

with other banks that Storebrand Bank can draw upon as

market is considered important in reducing the bank’s total

required. Storebrand Bank ASA is rated by S&P and Moody’s.

risk. The proportion of loans in the retail market as a percent-

The bank places an emphasis on having relationships with

age of the bank’s total lending is 66 percent at the end of

several international banks. Such relationships provide access

2011, up from 65 percent in 2010.

to the international capital market and allow for a wide range
of financing sources for the Group.

The residential mortgage product has delivered strong growth
over the last several years and is expected to grow at a slightly

4.4.1.3 Market risk

lower rate also in the future. This will result in a slight increase

Market risk is defined as the risk of incurring losses on open

in portfolio risk, but the risk will be counteracted by stricter

positions in financial instruments due to changes in market

loan criteria for residential mortgages, monitoring customers

variables and/or market conditions within a specified time

with a high degree of utilisation and those who do not pay

horizon. Market risk encompasses counterparty risk when

interest and installments on a regular basis.

trading financial instruments as well as securities risk, interest
rate risk and exchange rate risk.

Risk for Storebrand Boligkreditt AS is very low.
Storebrand Bank’s aggregate market risk through interest rate
Counterparty risk for the bank and credit institutions related

and exchange rate exposure and the maximum risk of loss on

to investments, which include securities/the liquidity portfolio,

the liquidity portfolio are restricted through low exposure lim-

or exposure, including derivatives, from other institutions is

its. Moreover, the bank does not have any active investment

derived from ratings and the size of the management portfo-

strategy for shares, and the limits for shares are only estab-

lio. The limits set for counterparty risk take into account both

lished to cover requirements relating to the management of

pure investments and settlement risk. Measurement and

non-performing loans (repossessed assets).

reporting take place at a minimum every month by the Middle
Office in Storebrand Bank’s risk management department.
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Interest risk is monitored continually, and risk limits are

freedom with the objective of producing a better return than

defined for both Storebrand Bank Group and Storebrand

the market. The group’s asset management activities are

Boligkreditt AS and are measured at a minimum on a monthly

structured into a number of specialist groups so that each

basis and reported regularly to the Bank’s Board of Directors.

group concentrates solely on taking advantage of investment
opportunities in a specific area, subject to clearly defined

Storebrand Bank ASA and Storebrand Boligkreditt AS follow a

investment criteria and risk limits. Each specialist group works

policy for total currency hedging. The purpose of this policy is

within an assigned risk framework in which performance, risk

to minimise currency risk related to investments, lending and

exposure and investment profile are continuously monitored.

borrowing in foreign currency. Storebrand Bank does not trade

In addition, the co-variance of the groups’ exposure is moni-

in currency on their own account. Risk limits have been estab-

tored to ensure the greatest possible independence in order

lished and are continuously monitored, with regular reports

to achieve the highest possible risk-adjusted return.

submitted to the bank’s Board of Directors.
An operations group is responsible for the efficient manageThe Middle Office in Storebrand Bank’s risk management depart-

ment of market risk. This group’s duties include currency

ment monitors and reports on market risk on a monthly basis.

hedging, programme trading, hedging transactions, SRI criteria
and liquidity transactions. This structure permits more efficient

4.4.1.4 Operational risk

use of resources and greater control over active risk positions

Operational risk (defined in paragraph 4.2.1) is the risk of

in the group’s investment portfolio.

financial loss due to ineffective, inadequate or failing internal
processes or systems, human error, external events or failure

Mid-office in Storebrand Kapitalforvaltning monitors compli-

to comply with internal guidelines.

ance with investment mandates and risk factors. The compliance officer in Storebrand Kapitalforvaltning monitors the

Operational risk management and compliance with laws, regu-

proprietary trading regulations, money laundering regulations

lations and internal rules are an integral part of the manage-

and the Securities Trading Act, and carries out training as

ment responsibilities of all managers in the Storebrand Group.

well as random controls. Any breaches are reported to the

Risk assessments and internal control reporting are linked to a

management group, the Board of Directors and The Financial

unit’s ability to achieve its goals.

Supervisory Authority of Norway.

The Group Control department in Storebrand is responsible for

The company’s advisors shall follow the regulations regarding

coordination of the risk assessment process. The governing

good advisory practice. All advisors shall are authorised under

structure for operational risk management follows the Group’s

the authorisation scheme for financial advisors.

organisation. Operational risk in Storebrand Bank is governed
through the policy for operational risk

The company’s internal control activities in the form of risk
assessments, follow-up and reporting satisfy the requirements

The most important measures to reduce operational risk are

in the regulations regarding risk management and internal

systematic risk reviews in all parts of the bank group at a

control. The Board of Directors carries out an evaluation of

minimum of once every quarter, as well as the implementation

itself and its competence in this area annually.

of projects under certain circumstances. The goal of the risk
review is to achieve a common understanding of the overall

4.4.3 Risk factors, Storebrand Finansiell Rådgivning AS

risk picture for the bank group’s activities, and through this

Storebrand Finansiell Rådgivning AS offers comprehensive

contribute to a broader basis for decision making in connec-

financial advice and order channeling within a broad spectrum

tion with important priorities.

of products for the group. The company is exposed to limited
financial risk linked beyond normal business and operational

The last risk review was performed in the autumn of 2011.

risk for this type of business. Operational risk is the largest

The results of the risk review, including documentation of

risk in the company. This is to a significant degree linked to

identified risks and a description of measures with deadlines,

the regulations regarding good advisory practice and the risk

are recorded in the bank’s internal control system.

linked to complaints in the event of deficient advice. The company is working actively to reduce these risks. This is being

4.4.2 Risk management, Storebrand Kapitalforvaltning AS

done through the training of individual advisors, utilised agents

Storebrand Kapitalforvaltning AS manages assets on behalf

and sales managers, periodic newsletters from the compliance

of customers and bears limited risk above normal commercial

manager in Storebrand Finansiell Rådgivning, monthly control of

and operational risk for this type of activity. The credit risk is

all proprietary trade and regular random controls of submitted

regarded as low and the business’ direct exposure to market

customer profile forms. In addition to the compliance manag-

risk is limited since the company’s investments in securities

er’s controls, the internal auditor also carries out annual con-

are limited to investments of surplus liquidity.

trols. Storebrand Finansiell Rådgivning AS and its associated
agents make use of authorised financial advisors only, with the

Storebrand manages a large portion of its assets actively.

exception of new recruits who are under training.

This means that its fund managers are allowed a degree of
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5 Net primary capital / capital requirement
The table below provides information on core capital, supplementary capital and net primary capital for the Storebrand Group and
for the companies governed by Basel II.
Net primary capital as at 31.03.2012

NOK MILL.

STOREBRAND
KAPITALFORVALTNING AS

STOREBRAND
FINANSIELL
RÅDGIVNING AS

STOREBRAND
BANK ASA

STOREBRAND
BOLIGKREDITT AS

STOREBRAND
ASA

STOREBRAND
group

Share capital

4

30

961

350

2,250

2,250

Other equity

56

138

1,242

350

14,152

16,952

Equity

60

168

2,202

700

16,401

19,202

Hybrid tier 1 capital			

279			

1,779

Conditional bonus						
3,098
Goodwill and other intangible assets

-16

-81

Deferred tax assets

-30

-33

-70			
-3		

-649

-6,489
-26

Risk equalisation fund						

-514

Deductions for investments in other financial institutions						

-15

Security reserves						
-245
Minimum requirement reassurance allocation						

-8

Capital adequacy reserve						

-115

Other
Tier 1 capital

94				
-46
108

54

2,408

700

15,706

-10
16,658

Hybrid tier 1 capital						
Perpetual subordinated loan capital			

9			

4,979

Dated subordinated loan capital			

476			

476

Deductions for investments in other financial institutions						

-15

Capital adequacy reserve						
Tier 2 capital			
Net primary capital

108

54

485			
2,893

700

15,706

-115
5,325
21,983

Capital adequacy						
Capital adequacy ratio

10.3%

152.5%

17.2%

10.8%

90.4%

14.3%

Core capital adequacy ratio

10.3%

152.5%

14.4%

10.8%

90.4%

10.8%

According to Basel II, a capital requirement that amounts to 8

Hybrid tier 1 capital can account for a maximum of 15 per

per cent of the basis for calculation. The net primary capital

cent of core capital, while any overshoot can be included as

must as a minimum equal the capital requirement. At a con-

perpetual subordinated loan capital. The hybrid tier 1 capital

solidated level the capital requirement is also included for the

satisfies the Norwegian regulations for hybrid capital. Loan

insurance companies subject to rules pursuant to Basel I.

terms include a buy-back option for the company, and a clause
regarding interest rate increase if the buy-back option is not

There are separate regulations for calculating the primary

used. The conditional bonus in SPP is capital that can, pursuant

capital for capital adequacy. Pursuant to the regulations for

to certain methods and conditions, be included as primary

primary capital the core capital can be substantially different

capital at a consolidated level. This permit expires April 1st 2012.

to the equity on the statement of financial position. The
above table specifies additions and deductions when calculating core capital in relation to equity in the financial statements.
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Minimum requirements primary capital as at 31.03.2012

NOK MILL.

STOREBRAND
KAPITALFORVALTNING AS

STOREBRAND
FINANSIELL
RÅDGIVNING AS

STOREBRAND
BANK ASA

STOREBRAND
BOLIGKREDITT AS

STOREBRAND
ASA

STOREBRAND
group

Credit- and counterparty risk						
Local and regional authorities					

4

Public corporates					
3
Institutions

2

Corporates		

13

1,369

4
3

2

185

59

0

653			650

Retail marked			43			43
Loans secured on real estate			

317

486		

Loans past-due			18

803

2		19

Covered bonds			51			18
Units in mutual securities funds

2

Other

4

2
1

18

3

5

Company using Basel I						

38
10,554

Total minimum requirements credit- and
counterparty risk

9

3

1,285

504

1,382

12,195

Of which						
Counterparty risk derivatives Basel II companies			
Operational risk

49

6		

75		61

15

8

55
118

Deductions			
-4			
-24
Minimum requirements primary capital

84

3

1,342

518

1,390

12,288

Specifications of subordinated loan capital

NOK MILL.

Nominal value

Currency

Interest rate

Call date and
other conditions

Book value
Q1 2012

Issuer						
Perpetual hybrid (Tier 1) capital						
Storebrand Bank ASA
Storebrand Bank ASA
Storebrand Life Insurance

107

NOK

Fixed

2014

114

168

NOK

Variable

2014

169

1,500

NOK

Variable

2018

1,501

						
Perpetual subordinated loan capital					
Storebrand Life Insurance

300

EUR

Fixed

2013

2,516

Storebrand Life Insurance

1,700

NOK

Variable

2014

1,703

Storebrand Life Insurance

1,000

NOK

Fixed

2015

1,122

						
Dated subordinated loans					
Storebrand Bank ASA

250

NOK

Variable

2012

178

Storebrand Bank ASA

150

NOK

Variable

2012

150

Storebrand Bank ASA

150

NOK

Variable

2017

149

Total subordinated and perpetual loans					

7,602
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6 Information on
credit risk
6.1 General information on credit risk
6.1.1 Definition of non-performance
The following definition of non-performance applies:
In the event that either
1. A credit line is overdrawn for more than 90 days
2. A down payment loan is in arrears of more than 90 days
3. A card is in arrears of more than 90 days and the credit 		
limit is overdrawn
the loan and the remaining loans for the customer will be
deemed as non-performing. The number of days is counted from
the date the arrears total more than NOK 2,000. The account
is reported as healthy again once it is no longer in arrears. On
report date, the arrears figure may be less than NOK 2,000.
6.1.2 Impairment of financial assets
For financial assets not carried at fair value, an assessment
is made at each reporting date whether there is any objective
evidence that a financial asset or group of financial assets is
impaired.
If there is objective evidence that impairment has occurred,
the amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of the estimated future cash flows (excluding future credit losses that
have not occurred) discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate calculated
at initial recognition). The carried value of the asset is reduced
either directly or by making use of an appropriation account.
The amount of the loss is recognised in profit or loss.
Losses expected as a result of future events, no matter how
likely, are not recognised.
6.1.3 Assessments of write-downs of loans
The group assesses on each statement of financial position
date whether or not there is objective evidence that the
value of a loan or group of loans is impaired. Loans or
groups of loans are considered to be impaired if there is
objective evidence of a fall in value that will reduce the
future cash flow available for servicing the commitment. The
fall in value must be the result of one or more events that
have occurred since inception, and it must be possible to
measure the impact of such events reliably.
Objective evidence that the value of a loan or group of loans
is impaired relates to observable data of which the group
becomes aware in respect of one of the following events:
• the issuer or borrower has material financial difficulties

• default of the terms and conditions of a loan agreement,
with failure to pay interest or instalments of principal as 		
they fall due
• the group grants the borrower special terms as a result
of the borrower’s financial situation
• it is likely that the borrower will enter into negotiations for
a composition with creditors or become insolvent or be 		
subject to some other form of financial reorganisation
• the active market for a financial asset disappears as a
result of financial difficulties
• observable information indicates that there has been a
measurable deterioration in the estimated future cash 		
flows of a group of financial assets since the inception
of these assets.
Lending write-downs are divided into two categories:
a) Individual write-downs
Write-downs of individual loans are based on a case-by-case
evaluation if there is objective evidence of impairment. In the
case of corporate and retail lending, the objective criteria for
impairment are judged to be correlated with default status.
In addition all lending commitments are loss evaluated when
other information exists that indicates the commitment is
loss-exposed. The need for a write-down is determined on
the basis of a specific evaluation of the most likely future
cash flow that will be received from the borrower in connection with the loan. In making this judgment, management
takes into account both previous experience with the borrower and other information considered relevant.
b) Group write-downs
Group write-downs are calculated separately for corporate
lending and retail lending (i.e. loans to commercial customers
and loans to private individuals). In the case of groups of
loans in corporate lending, the objective criteria for writedowns are considered to be closely correlated with changes
in the risk classification of lending relationships. The classification model for corporate lending considers three factors:
quality of the borrower/financial condition (debt servicing
capacity), quality of the collateral (loan-to-collateral value
ratio) and commercial factors (internal/external risk). The risk
classification model states the classification based on the
information recorded in the accounting module at the time
the calculation of group write-downs is made, the realisable
value recorded for collateral, and an evaluation of commercial
factors. Account is also taken of changes in macroeconomic
factors that may have a significant impact on commercial
lending, including changes in interest rates, and expectations
of future changes in interest rates.
The objective criteria for write-downs in the group of loans
making up retail lending are considered to be correlated to the
default status of the loans making up the group and the historic
repayment record. Non-performance status is divided into
30-90 days and over 90 days on loans that are not subject to
individual write-downs because there is objective evidence of
impairment. The repayment record is updated quarterly in line
with the overall performance of the portfolio.
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6.2 Credit risk by loan category, geographic area, counterparty and maturity
Credit risk per counterparty
Bonds and other fixed-income securities at fair value
Category of issuer or guarantor

NOK MILL.

State and state guaranteed
Credit bonds
Asset backed securities

aaa
Fair value

aa
Fair value

284

A
Fair value

nig
Fair value

251				

66

26

2,047

834

550		

Supranational organisations			0
Total

bbb
Fair value

269

2

0		

Sum
Fair value

535
1,196
2,597

0

0

1

2,396

827

834

270

2

4,329

aaa
Fair value

aa
Fair value

A
Fair value

bbb
Fair value

nig
Fair value

Sum
Fair value

Credit risk per counterparty
Bonds at amortised cost
Category of issuer or guarantor

NOK MILL.

State and state guaranteed
Credit bonds
Total

526								

526

97		

26						

123

624		

26						

650

Credit risk loans
Commitments per customer group

NOK MILL.

Utlån til og
fordringer
på kunder

Garantier 1)

Ubenyttede
kredittrammer

Sum
engasjementer

Development of building projects

1,236

40

18

1,295

Sale and operation of real estate

7,944

300

505

8,749

1,384

5

2

1,392

22,587

0

3,142

25,729

Service providers
Wage-earners
Other
Total

324

2

36

362

33,475

348

3,704

37,526

				
Loan loss provisions of individual loans

-103			

Loan loss provisions of groups of loans

-53			

Total loans to and due from customers

33,318

348

3,704

-103
-53
37,369

1) Guarantees include NOK 55 million in undrawn credit limits.

Customer categorisation is determined by the customer’s main business.
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Average volume of total commitments per customer group
Average volume
loans to and due
from customers

NOK MILL.

Undrawn
credit limits

Guarantees  1)

Total
commitments

Development of building projects

1,194

38

11

1,244

Sale and operation of real estate

8,269

276

537

9,083

Service providers

1,317

6

7

1,330
25,849

22,854

1

2,994

Other

Wage-earners

344

3

39

386

Total

33,979

325

3,588

37,892

With a relatively regular development in balance sheet throughout the year, the average size of the loan from 31 December
2011 and 31 December 2010 provides the best estimate for the portfolio average.

Commitments per geographical area

NOK MILL.

Eastern Norway

Loans to
and due from
customers

Guarantees  

Undrawn
credit
limits

Total
commitments

Nonperforming
loans without
evidence of
impairment

Non-performing
and loss exposed loans with
evidence of
impairment

Brutto misligholdte
engasjementer

Individuelle
nedskrivninger

Netto misligholdte
engasjementer

28,095

332

2,946

31,373

118

150

268

83

185

3,267

15

506

3,788

26

1

27

1

26

Southern Norway

396

0

54

451

8

0

8

0

8

Mid-Norway

934

0

103

1,037

4

0

4

0

4

Northern Norway

499

0

63

562

2

0

2

0

2

Foreign

284

0

32

317

2

20

21

19

2

33,475

348

3,704

37,526

159

171

330

103

227

Western Norway

Total

Group impairment losses and other changes in value are not categorised by geographic area as this is estimated at group level,
irrespective of geographic area. As a result, group impairment losses are not categorised by geographic area.
Storebrand Bank does not take into account securities when calculating its capital requirement for credit risk according to part
IV of the capital requirement regulation.

Total engagement amount by remaining term to maturity

NOK MILL.

Up to 1 month
1 - 3 months
3 months - 1 year
1 - 5 years

Loans to
and due from
customers

Guarantees  

37

0

Undrawn
credit
limits

Total
commitments

5

41

371

1

26

398

1,641

3

184

1,828

3,877

338

606

4,821

More than 5 years

27,549

6

2,883

30,438

Total

33,475

348

3,704

37,526
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Age distribution of overdue engagements without write-downs

NOK MILL.

Overdue 1 - 30 days
Overdue 31 - 60 days
Ovedue 61- 90 days
Overdue more than 90 days
Total

Utlån til og
fordringer på
kunder

garantier

Ubenyttede
kredittrammer

Sum
engasjementer

1,372

10

0

1,383

132

0

2

134

27

0

4

32

158

0

1

159

1,690

10

7

1,708

Engagements overdue more than 90 days by geographical area:				
Eastern Norway
Western Norway

117

0

1

118

26

0

0

26

Southern Norway

8

0

0

8

Mid-Norway

4

0

0

4

Northern Norway

2

0

0

2

158

0

1

159

Total

Loans overdue by more than 90 days are defined as non-performing. Only non-performing loans are categorised by geographical area in this overview. The same definition as that in the capital requirement regulation is applied to overdue loans, but
where the number of days in the definition equals the age distribution.

Credit risk per customer group

NOK MILL.

Non performing and lossexposed loans
with evidence
of impairment

Nonperforming
loans without 
evidence of
impairment

Gross
defaulted
and lossexposed
loans

Total provisions for
individual
loan losses

Net defaulted
and loss-exposed loans

Total value
changes

Total value
change recognised in profit and loss
during period

Development of building projects

2

0

2

3

-1

0

-7

Sale and operation of real estate

69

0

69

44

25

0

-4

Service providers
Wage-earners

0

0

0

0

0

0

-4

81

157

238

37

201

0

-48

Other

20

2

21

20

2

0

-7

Total

171

159

330

103

227

0

-70

Loan loss provisions
NOK MILL.

2011

Loan loss provisions of individual loans 01.01				

174

Losses realised in the period on individual loans previously written down			

-95

Loan loss provisions of individual loans for the period				

39

Reversals of loan loss provisions of individual loans for the period			

-11

Other corrections to loan loss provisions *)				

-2

Loan loss provisions of individual loans at 31.12				

103

						
Loan loss provisions of groups of loans and guarantees 01.01			

84

Grouped loan loss provisions for the period				 -31
Loan loss provisions of groups of loans and guarantees etc. 31.12			

53

Total loan loss provisions				

157

*) Other corrections to loan loss provisions relates to effects of amortisation.
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Loan losses
2011

NOK MILL.

Change in individual loan loss provisions for the period 				

70

Change in grouped loan loss provisions for the period				

31

Other corrections to loan loss provisions				

-3

Change in individual loan loss provisions on guarantees for the period 			

0

Realised losses in period on commitments specifically provided for previously			

-95

Realised losses on commitments not specifically provided for previously			

-7

Recoveries on previously realised losses				

18

Loan losses for the period				

14

Counterparty risk related to the companies’ investments or exposure to other institutions is determined on the basis of credit
rating and size. Storebrand shall have financially sound counterparties and shall limit exposure per counterparty in order to
avoid loss and ensure high liquidity in the financial instruments.

Credit risk per counterparty
Commitments per customer group

NOK MILL.

aaa
Fair value

aa
Fair value

Derivates		 51
Bank deposits

508

Lending to financial institutions		

A
Fair value

bbb
Fair value

nig
Fair value

Sum
Fair value

455		469

974

208		
9		
725
269				

269

Rating classes are bases on Standard & Poors’s ratings
NIG = Non-investment grade.

Equity positions outside the trading porteolio
NOK MILL.

Shares and units

Bokk value

Fair value

5

5

The companies governed by Basel II have limited investments in equity positions outside of the trading portfolio. These investments are financial and do not include listed shares. Unrealised gains and losses are included in core capital.

6.3 Counterparty risk derivatives

nominal volume, the calculation of net nominal volume also
takes into account which direction of market risk exposure the

Nominal volume

instrument represents by differentiating between long (asset)

Financial derivative contracts are related to underlying amounts

positions and short (liability) positions. A long position in an

which are not capitalised in the statement of financial position.

equity derivative produces a change in value if the share price

In order to quantify a derivative position, reference is made to

increases. For interest rate derivatives, a long position results

the underlying nominal principal, nominal volume, etc.

in a positive change in value if interest rates fall. For currency

Nominal volume is arrived at differently for different classes of

derivatives, a long position results in a positive change in

derivatives, and gives an indication of the size of the position

value if the relevant exchange rate strengthens against the

and risk the derivative creates. Gross nominal volume princi-

NOK. Figures for average gross nominal volume are based on

pally indicates the size of the exposure, whilst net nominal

monthly calculations of gross nominal volume.

volume gives an indication of the risk exposure. Unlike gross
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Derivates

NOK MILL.

Gross nom.
value 1)

Average nom.
value 2)

Share derivates		
Interest rate derivates
Total derivates

Fair value 1)
Asset

Liability

115			

27,007

Currency derivates

Net nom.
value 2)

28,102

13,681

966

490

5,152

5,244

-1,025

8

33

32,159

33,461

12,656

974

523

The above table includes net positions in indirect investments.
1) Value at 31.12.
2) Average for the year

6.4 Rating agencies

6.6 Interest risk

Storebrand Bank ASA, Storebrand Boligkreditt AS and Storebrand

Storebrand Bank has no trading portfolio. The interest risk in

Eiendomskreditt AS limit the credit risk associated with invest-

the bank is generated by ordinary lending to customers, the

ment activities by stipulating minimum criteria for rating the

investment portfolio, and positions in relation to counterpar-

bank’s liquidity portfolio. Storebrand Kapitalforvaltning AS’

ties and derivative trades in connection with this. This is

model for credit limits and ratings is used as the framework for

explained in more detail in chapter 4.4.1. For changes in mar-

setting the bank’s lines of credit associated with the investment

ket risk that arise during the course of 1 year, the effect on

portfolio where no rating from a rating agency is available.

the result and equity for the companies subject to Basel II will
be as presented below, based on the statement of financial

Storebrand Bank ASA, Storebrand Boligkreditt AS and Storebrand

position as 31 December 2011:

Eiendomskreditt AS do not use ratings when setting capital
requirements.

Change in market value
NOK MILL

2011

Interest rate -1.5%

-22

Interest rate +1.5%

22

6.5 Collateral
Storebrand Bank ASA’s, Storebrand Boligkreditt AS’ and
Storebrand Eiendomskreditt AS’ lending is primarily secured
through real estate collateral. Loans to retail customers are

The table includes the accounting effect over a 12 month

secured through collateral in people’s homes, largely within

period of an immediate parallel change in interest rates of

80 per cent of their market value. Small overdrafts with security

+1.5 percentage points and -1.5 percentage points respec-

are made available and credit cards are issued with short-term

tively. Account is taken of the one-time effect such an imme-

drawing limits for retail customers. Meanwhile, unsecured credit

diate interest rate change has on the items recognised at fair

constitutes a very small part of the bank’s total lending to

value and hedging value, and on the effects the interest rate

retail customers. Storebrand Bank regularly updates the value

change has on the result for the remainder of the interest

of the real estate pledged as collateral in the retail portfolio.

rate duration period before the interest rate change has

In the corporate market corresponding loans are provided

income and costs-related effect.

against real estate in the form of rental properties and project
financing. Very few unsecured loans are granted. Unsecured

Items affected by one-time effects and which are recognised at

operating credit is not provided in the corporate customer

fair value are the investment portfolio, fixed rate lending, bor-

market. The value of the collateral in the corporate market is

rowing via the government swap scheme, deposits with equity

updated at least once a year. Storebrand Bank monitors and

returns, and derivatives. The item affected by one-time effects

measures concentration risk in the portfolio against the stipu-

and which is subject to hedge accounting is fixed rate borrowing.

lated limits.
Storebrand Bank ASA and Storebrand Boligkreditt AS do not

6.7 Limitations

use guarantees and/or credit derivatives in connection with
the calculation of capital requirements.

Storebrand Bank has not invested in or signed agreements
concerning securitisation, credit derivatives and guarantees
linked to assets.
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