DNB GROUP
ANNUAL REPORT 2016

Results

that count

Creating value for customers,
shareholders, employees and
society at large.
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|deas produce
results that count

There are people all over Norway with dreams,
large and small, whether it is for their own home,
forarenewable future or for products that make
their days better. We are proud that DNB helped to
realise so many of these dreams last year.

The financial services industry is in rapid change,
facing digitalisation, automation, new competency
requirements, increased innovation and new
market entrants. We must always be able to offer
new and better services and continually develop our
own expertise to be attractive for our customers.

In recent years, DNB has built up capital to meet
the regulatory requirements. Through greater
capital efficiency and the build-up of profits, we
have now reached the targeted capital level. We
are therefore well prepared to face both the future
and any new requirements, and we can now
concentrate on fulfilling our vision to be there for
our customers, every day, when it matters the most.

In this year's annual report, we show all the
factors that influence DNB and our relationship to
the society of which we are a part. The aim is to give
the best possible overview of current operations
and show how the Group and each individual
employee are preparing for the future.

In addition, selected stories show people who
want to create something and how they do this in
cooperation with DNB.

Afterall, itis people and theirideas that are
the starting point for all results that are achieved.
Whetheryou are a customer, shareholder or
employee.
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KEY FIGURES

2016 2015 2014 2013 2012
Profit for the year 19251 24772 20617 17511 13792
Earnings per share (NOK) 11.46 14.98 12.67 10.75 8.48
Combined weighted total average spread for lending and deposits (per cent) 1.32 1.33 1.31 1.31 1.18
Net non-performing and net doubtful loans and guarantees as a percentage of net loans 1.49 0.76 0.96 1.38 1.50
Impairment relative to average net loans to customers (0.48) (0.15) (0.12) (0.17) (0.24)
Share price at year-end (NOK) 128.40 109.80 110.70 108.50 70.40
Price/book value 1.10 0.98 1.14 1.25 0.90
Score from RepTrak's reputation survey in the fourth quarter (points) 64.0 70.1 67.8 71.0 69.6
Meetings with companies undertaken by the responsible investment team to discuss CSR issues
(number) 72 27 30 39 29
Customer satisfaction index for personal customers, CSI (score) 70.2 73.9 71.1 72.5 74.2
Number of full-time positions at end of period 11007 11380 11643 12016 13291
Female representation at management levels 1—4 (%) 33.5 31.3 30.5 29.4 29.2

See extended key figure tables:

W Key figures for responsible operations — see dnb.no/en/about-us/csr/sustainability-library.html
W Employee-related key figures — page 70

M Share-related key figures — page 125

M Financial key figures — page 250
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Group chief executive's statement

2016 was the year when many things became a little bit different. We reduced the number of branch
offices, but customer activity increased. DNB's reputation scores declined, but the employees became
more positive and engaged in their work. The oil price and the outlook for the Norwegian economy
improved, and DNB's share price rose. The Group's common equity Tier 1 capital target was reached
oneyear ahead of plan, and dividend payments were increased in line with our long-term ambition.

I n the first half of the year, we implemented the
biggest restructuring of our distribution network
== ever. We reduced the number of branch offices in
Norway from116to 57. Thereasonforthisischanges
in customer behaviour. Asaresult of new technology and
digital services, our customers use us in different ways.
While the use of digital services has exploded in recent
years, therehas beenaprolongeddeclineinthe number
of visitors toour branch offices. 90 per cent of Norwegian
banking customersnolongeruse branch officesfor their
daily banking needs. Nine out of ten Norwegians cover
their banking needs online, and an increasing number
now use their mobile phone or tablet. The number of
visits in our mobile bank hasincreased from 700 000 to
17 million per month during the last three years. Even
though we have closed half of our branch offices, we
have nevertalked more with our customersthanin2016.
Furthermore, changes in customer behaviour are not
unique to the personal customer market — corporate
customersalsowantto use the bankin new ways. Nine
out of ten companies now establish their customerrela-
tionshipsdigitally. In Finalta's benchmarkanalysis of the
international banking sector, we were ranked number
one in the world based on the efficiency of our branch
network, and number two based on the termination of
manual services in our branch offices.

Forlarge partsof the Norwegian business community,
2016 was a challenging year. This can largely be attri-
buted to the sharp fallin oil prices in 2014 and 2015. The
price of oil dropped from USD 115 per barrel to USD 57
per barrel in 2014, and further to USD 37 per barrel in
2015. We started the year with the lowest oil price since
the financial crisis. This made 2016 a challenging year,
not only for the oil companies, but also for oil-related
industries that supply goods and services.

Analysts in DNB Markets estimate that 40 000 jobs
in the Norwegian oil industry disappeared during 2015
and 2016. Even though the oil slump has been painful, it
isalsoimportanttorememberthatitis primarily sector-
specific. Someindustries experienced growth, increased
employment levelsandvery strong earningsin2016. For
example, the hoteland touristindustryreported record
profits, as did the seafood industry and several other
export industries that are benefiting from a weaker
Norwegian krone.

Thiswasalsoclearlyreflectedintheregional differences
inunemployment. At the end of the year, only four of 19

counties in Norway had significantly higher unemploy-
ment levels compared with the same period in 2015. In
early 2017, Norway has a good starting point to meet
macroeconomic challenges and has considerable scope
of actioninboth fiscaland monetary policy. In addition,
many people underestimate the enormous ability and
willingness of the Norwegian manufacturing industry
to restructure its operations. Over many generations,
Norway hasadapted to cyclical markets. We have shown
that we can cope well with change. DNB is an impor-
tant market participant, contributing with expertise
and capital to promote innovation and restructuring.

“Considerable efforts

have been made to

transform the bank to
meet new requirements
and competition.”

GROUP CHIEF EXECUTIVE RUNE BJERKE

DNB was affected by the challenges in the oil and
offshoreindustry, and ourlosses and impairment levels
increased. Nevertheless, ourshare priceincreased from
NOK109.80t0128.40in2016. Includingdividend payments
of NOK4.50 pershare, DNB created values of morethan
NOK37.6 billionforitsowners. The positive trend is partly
due to our solid capital position. DNB has built up just
over NOK100 billionin common equity Tier1capital since
2007. Now we have the opportunity to change ourfocus
and spend more time exploring new and exciting busi-
ness opportunities. In addition, we have managed to
maintainourindustry-leading cost-effectiveness despite
highernon-recurring costs related to the restructuring
of our branch network.

Reputation-wise, 2016 was ademanding year. Several
difficult cases dominated the news, particularly Panama
Papers and the financing of the construction of an oil
pipelinein North Dakota. We have had to endurecriticism
fromboth themediaand ourcustomers. Forme, Panama
Papersisareminder of how much the financial services



industry has changed over the last ten years. Practices
that were previously quite common are now completely
unthinkable. We have learned a lot and implemented a
number of measures. We havereviewed all productsand
services throughoutthe Group toensure thatwelive up
to the expectations of our stakeholders.

Although our reputation score fell in 2016, customer
activity increased, and customer satisfaction rose in
several segments. Both loan volumes and our market
shareof homemortgagesincreased. We strengthened our
market position withininvestmentbanking. Through our
NXT initiative, we helped more entrepreneurs than ever.
Bytheend of 2016, we also had more pension funds under
managementindefined-contribution schemesthanever
before. In Sweden, there was a significantimprovement
in both customer satisfaction and earnings, while Large
Corporates and International and Markets experienced
higher customer satisfaction scoresin 2016.

Sodespitethefactthat2016 wasayearcharacterised by
restructuringand workforcereductionsin DNB, internal
employee surveys show that our employees are more
positiveand committed to theirwork. DNB'semployees
have shown a strong ability to stick together when we
have been in the middle of a storm.

We must continue to work hard to be there for our
customers. Every day. When it matters the most. We
have developed new services that make life easierforour
customers. The savings product “Lev Mer” (Live More)
makesiteasytostartsavingforretirement. “Boligreisen”
(Home Journey) gives customers advice and guidance
during all phases of a home purchase. Vipps has made
it easy to make paymentsand transfermoney. We have
proven thatourcustomervalue propositionis morethan
just words. It is something that permeates everything
we do.

We received the Norwegian Confederation of Voca-
tional Unions' (YS) equal opportunity award for 2016
with humility and pride. We were praised for our long-
term efforts to reduce internal differential treatment,
recruit women to senior executive positions and strive
for diversity with respect to gender, ethnicity, age and
education. We will continue to work systematically with
equal opportunity in the period ahead.

I cannot conclude without saying a little more about
Vipps because2016 was theyearwhen Vipps took the step
frombeingafree person-to-person paymentapplication
to becoming a payment platform with undreamed of
possibilities. We increased the number of active users
from1to 2.1 million. We launched Vipps for SMEs, clubs
andassociations. We simplified the payment solutionsin
the NSBand Ruterapps, and we made advance payments
possible in taxis. At the end of the year, we launched
a solution that will seriously revolutionise the invoice
market, called Vipps Invoice. What is most exciting is
that we have just begun.

For quite some time, we have worked on integrated
reporting in DNB. We are following the guidelines
outlinedintheframework of the International Integrated
Reporting Council, IIRC. In 2016, for the first time, we

conducted a comprehensive materiality analysis that
describes DNB's main challenges to ensure long-term
value creation. The most important challenges are
grouped in three main themes related to customers,
employees and society.

We have endorsed the United Nations' sustainable
developmentgoals, SDGs, and are continuing our support
tothe UN Global Compact and the initiative's ten basic
principlesin the areas of humanrights, labour, the envi-
ronmentand anti-corruption. After reading the report,
you will have a more complete picture of ourvalue crea-
tion and the role we play in society.

Evenwith some challenges, 2016 was yetanothergood
year for DNB. Considerable efforts have been made to
transform the bank to meet new requirements and
competition. The adjustments made mean that we are
in a stronger position at the start of 2017. In the light of
theimproved outlook for both oil pricesand the Norwe-
gian economy, we have a much better starting pointin
2017 than we had in 2016.

We will continue on ourjourney to become a bank for
thefuture, and we will continue to deliver on ourvision
of creatingvalue through theartof serving the customer.

Rune Bjerke
Group chief executive.




“If we manage to

knowledge and
experience, this will
help to create long-
term value.”

IQRA RIZWANI

Brand ambassador

DNB's brand ambassador programme
isaninternal initiative whereby

DNB employees each year select 100
colleagues to be brand builders. The
network of brand ambassadors will
help build a culture characterised by
employee engagement and customer
orientation, while being a driving
force of change.

Igra Rizwani is one of them. She
works in HR Job Centre Resources.

What do you think is important if
DNB is to create long-term value
and how can you contribute?

“I think that it will be even more
importantin the future that

DNB continues to be a bank that

cares, takes responsibility and

initiative, sets direction and is a

leaderin its field. This means that

we will have to invest even more

in promoting financial literacy,
adaptability, change 8
capacity, innovation
and entrepreneurial

businesses.” ﬁ

capitalise on everyone's
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Brand ambassador
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DNB in brief
Vision and values, strategy and targets

Vision and values, strategy and targets

DNB represents more than 190 VISION, VALUES AND CUSTOMER VALUE PROPOSITION

years of financial history, from
the establishment of Christiania o

. L DNB's vision, values and customer
Spa rebank in1822 to the position value proposition are about putting the
as Norway's largest financial customers in focus.
services group, with total
combined assets of NOK2 931
billion as at 31 December 2016.

T he Group offers a full range of finan-

cial services, includingloans, savings,
= investment, payment transfers,

advisory services, real estate broking,
insuranceand pension productsfor personal
and corporate customers.

. , . Vision Values Customer value

DNB is among the world's leading banks ) ; proposition

within its international priority areas, espe- Creating value Helpful, pr‘of'e'ssuijnal

. . through the art of and show initiative Here for you. Every day.
ciallytheenergy, shippingandseafood sectors. serving the customer T e e —:
Thebankisavailableacross Norway through Most.
its24/7telephoneandonline bankingservice,

branch offices and in-store postal outlets.

The company's largest shareholder is the The vision underlines that DNB will create value for customers, owners,
Norwegian government, represented by employees and society in general. The values reflect what should characterise
the Ministry of Trade, Industry and Fish- DNB. Employees who are helpful, professional and show initiative will ensure
eries, which owns 34 per cent of the shares. that customers always have a good experience when they contact DNB. The
The second largest shareholder is the DNB customer value proposition is all about when, where and how DNB is there
Savings Bank Foundation, whichhasa 9 per forits customers. Being there is about identifying customer needs in order to
cent shareholding. be able to offer the best solutions.

FINANCIAL TARGETS

DNB has a well-established strategy with clear financial targets:

Return on Cost/income CET1 ratio” Dividend
equity (ROE) ratio payout ratio
>12% <40.0% ~16.0% >50%
(towards 2019) (at year-end 2017) (from 2017)
10.1% 40.9% 16.0% 49.8%

N Target HEE Achievedin 2016

1) Based on transitional rules and including a management buffer.
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DNB in brief

Vision and values, strategy and targets

STRATEGY
CAPITAL B Cover a broader range
of customer needs
DNB shall

B Meet the capital adequacy
requirement of approximatly
16.0 per cent at year-end 2017

W Deliver a return on equity
above 12 per cent towards 2019

B Remain among the most cost-
effective banks and have a cost/

income ratio below 40 per cent

W Ensure efficient use of scarce

resources

CUSTOMERS

M Increase the degree of
self-service

B Meet customers with a
common brand image

CULTURE

DNB shall

B Improve its corporate
reputation and ensure better
customer experiences

DNB shall

B Become the best among
Nordic banks in terms of

leadership communication
and employee engagement

W Ensure adaptability and
change capacity

MW Cultivate an

improvement
culture

MATERIALITY ANALYSIS AND INTEGRATED
REPORTING

DNB established an integrated report for the
first time for the 2015 reporting year. In 2016, DNB
took a step further by establishing a comprehen-
sive materiality analysis. The materiality analy-
sisincludes more than traditional social respon-
sibility topics and shows a prioritisation of the
long-term challenges facing DNB. Itis intended to
give an overall picture of the topics that have the
greatest impact on DNB's future value creation
and will also serve as input to DNB's future strat-
egy work.

The key findings in the analysis can be grouped
into three main challenges related to customers,
employees and society. Ensuring profitability and
financial strength is deliberately not included in
the materiality analysis because the targetsin
these areas are well established in the Group.

Reporting is based on the prioritised topicsin
the materiality analysis in the annual report for
2016, as specified below.

DNB's strategic platform consists of thevisionand valuesand ashared
customervalue proposition. The platform shows what should character-
ise the Group and sets a common direction in the form of:

M Strategic priorities that ensure the best possible risk-adjusted
return on allocated capital

B Close customer relationships and increased customer profitability
by moving from “my customer” to “our customer”

B Greater flexibility and adaptability

DNB gives priority to long-term value creation for its shareholders and
aims to achieve a return on equity, a rate of growth and a market capi-
talisation which are competitive in relation to its Nordic peers.

B[

\lll & Hm |

Master the art of
serving the customer

W Ensure good customer
experiences

W Keep up the pace of
innovation and secure
the ability to meet new
customer needs

M Provide ethical
products and services

Have the right
competencies

W Ensure engaged
employees

B Promote adaptability
and change capacity

B Attract and develop
talents

Contribute to a healthy
economy

B Promote innovation
and restructuring in the
Norwegian economy

B Promote financial
literacy

M Integrate and
promote sustainability
considerations in
operations

W View risks and
opportunities in along-
term perspective

B Ensure openness and
transparency

The materialty analysis is described in further

detail on page 57.



Presence

Norway's largest
mobile bank with
more than 200 million
visits per year.

A unique distribution network across
Norway comprising branch offices,
post offices and stores. Available via
telephone, chat and Facebook 24/7,
365 days a year. Loan applications
are processed between 8.00 a.m. and
10.00 p.m. every day.
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Norway's leading financial services group
with 2.1 million personal customers and
183 000 corporate customers.

215 667

non-life insurance customers

Provides life insurance and pension products to
just over 1.2 million customers and has individual and
group agreements with some 25 000 companies.

2.1

million personal
customers and 30 000
- companies use the Vipps
| payment app. Vipps Invoice
was launched in 2016.

Norway's second largest
real estate broker, with
a market share of 19 per
cent. Leading market
position in Oslo.

W Ranked as number one within equity

brokerage and research in Norway in 2016.

DNB Asset Management

is Norway's largest asset
management company with
close to 480 000 mutual fund

customers in Norway and

103 institutional clients in

Il
Lo

Norway and Sweden. Assets Largest arranger of
under management total commercial paper and bond
NOK 531 billion. issues in Norway in 2016.

In 2016, 1 391 teachers

Ranked as number one started using A Valuable
among bond issuers in Lesson, and 326 Internet
Norway in 2016. banking courses were held.
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22%

Share of income in

DNB's international units.

18%

Share of lending in
DNB's international units.
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One of the world's leading
shipping and seafood banks.

A significant international player within energy and
healthcare financing. 40 per cent of the financing of
water, wind and solar power is international.

A market leader within cash
management in Norway, a | /

an important global partner for

international customers.

leading trade finance bank and S g

2763

entrepreneurs received
help to start their own
business in 2016.

Market shares in Norway
Personal customer market as at 31 December 2016

25% 28%

Loans from financial Home mortgages
institutions

Corporate market as at 31 December 2016

22% 38%

Loans from financial Deposits
institutions

1) Asat 30 September 2016.  2) Includes the public sector.

Source: Statistics Norway and Finance Norway

30%

Deposits

20%

Policyholders' funds®?

46% 33%

Policyholders' funds” Mutual fund
investments

25%

Mutual fund
investments
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DNB in society

he Group's vision is to create value for customers, share-
holders, employeesand society atlarge. As Norway's largest
bank, DNB plays an important role in many people's lives.
Changesincustomerbehaviour, regulationsand technology
affect both DNB and society.

Mastering the art of serving the customer and continuing to
create good customer experiences so that ideas can be realised,
profitsgeneratedandjobs created are key to the Group'soperations.

The employees are the Group's most important resource. In view

T

of the current pace of change in society, promoting adaptability
and change capacity is essential if the Group is to have the right
competencies for the future.

As a responsible player in society, DNB wishes to contribute to
a healthy economy by promoting innovation and restructuring,
promoting financial literacy, integrating sustainability considera-
tionsinits operations and ensuring openness and transparency in
the bestinterests of the Group and society.

DNB wishes to help
the healthcare
industry gaina
central positionin
Norway, with more
companies becoming
commercially viable.
Read more about
DNB's initiatives on
pageT16.

The financial services industry is
subject to strict regulatory control
and a number of requirements.
Over the past few years, DNB
has adapted to a number of new
regulations and requirements
that go along way in changing
banks' business models. Read
more about the new regulatory
framework on page 109.

T

Digitalisation and technological
innovation require secure infor-
mation processing and privacy
protection. Read more on page 64.

Vipps has been taken into use by 2.1 million
Norwegians, and in the course of 2016, new
functionality was developed, such as Vipps
Invoice and in-app payment solutions for
Ruter, NSB, Elkjgp and Oslo Taxi.
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Not many people would be able to finance the
dream of owning their own home without a bank
to support them. DNB's Home Journey helps home
buyers in the buying and/or selling process. DNB
Eiendom is Norway's second largest real estate
broker. Read more on page 31.

12

Without non-life and life insurance
it would be difficult to cope with
the consequences of accidents and
secure one's closest family members
financially. DNB has products for all
needs and life phases.
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DNB in society

DNB raises capital from
three main sources

1) Shareholders

2) Norwegian and international
institutional investors through
long-term funding and securities

3) Companies and individuals through

deposits, which are a core element of
customer operations.

pooooooo

DNB Markets is Norway's
leading investment firm
with a product offering
thatincludes trading in
and structuring of finan-
cial instruments. Read
more about Markets on
page 44.

Through its start-up pilots, DNB has increased its focus on
start-up companies in recent years. In 2016, DNB further
strengthened its commitment through the launch of DNB
NXT - a meeting place for entrepreneurs and investors.

Read more about NXT on page 16.

DNB isamong the
world's leading banks
within its international
priority areas, especially
the energy, shipping
and seafood sectors.
The Group has a global
presence through a
number of international
offices and offers a full
range of corporate and
investment services.

DNB aims to take the
position as the leading
renewable energy bank
in the Nordic region
and is ranked among the
100 most sustainable
companies in the world.
Read more about DNB's
renewable commitment
on page 80.

O
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The"Guide to the Internet” was launched in 2016.

This is DNB's latest initiative within digital learning and
particularly targets the older part of the population.
AValuable Lesson, a free digital learning program on
personal finance for school children, has been taken into
use by more than 900 schools for the 2016/2017 school year.
Read more about courses offered by DNB on page 50.

DNB is among the largest companies -
on Oslo Bars. Through trading of the DNB supports sports, culture,
share on the stock exchange, capital is charitable organisations and
raised from investors, which is repaid in other non-profit causes with
the form of returns and dividends. significant amounts each year.



Important events

B Anumber of
Q 1 new agreements
were entered into
concerning the use

of the Vipps payment app. DNB,

Nets and Verifone signed an
agreement enabling custom-
ers to use Vipps as ameans of
paymentin shops. DNB also
entered into agreements with
Oslo Taxion the use of Vippsin
their app Taxifix, with the elec-
tronics chain Elkjop on the use
of Vipps in their online shops
and with NSB (the Norwegian
State Railways) to integrate
Vippsinthe NSB app.

Ml In consequence of develop-
mentsin theinterestrate
market and the competi-
tive situation, DNB decided

in February to reduce home
mortgage rates by up to 0.15
percentage points.

B DNB Markets was ranked
bestin Norway within bond
brokerage in Prospera's cus-
tomer survey. In addition, DNB
got the highest score within
the category Information and
Investor Relations.

B New solvency regulations
for European insurance
companies, Solvency I,
entered into force on1january.

]
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Important events

M To reflect
Qz changesin both
— Markets and

regulations
and in line with the Group's
commitment to digitalisation,
costreductions and the
build-up of Tier1capital, 59
branch offices were closed
during the first half of 2016.

B As part of DNB's strate-
gicfocusoninsurance, the
campaign “Insurance from A to
Z"was launched. DNB's “Travel
Insurance Best” was, for the
third consecutive year, ranked
bestin Norway.

B DNB continued to perform
wellina number of surveys.
Inthe annual Prospera
customer satisfaction survey,
DNB Markets came first
inalmost every category.
Inasurvey carried out by
Universum, DNB was ranked
the most attractive employer
in Norway among business
students. In addition, DNB's
trainee programme topped
the Career Barometer. DNB
was ranked bestamong
Norwegian companies by
pension customers, and in the
consumer survey Sustainable
Brand Index, DNB was best
among banksin Norway.

14

M Nordea and
Q3 DNB announced
— AN Agreement

to combine their
operationsin Estonia, Latvia
and Lithuania, aiming to
create a leading bankin the
Baltics with strong Nordic
roots. The transaction is
conditional upon regulatory
approvals and other condi-
tions, and is expected to close
in the second quarter of 2017.

B DNB set aside a special
salary pool of NOK17 million
to equalise salary differences
between menand womenin
cases where the gapissolely a
consequence of gender.

B DNB launched the concept
“Guide to the Internet” to make
more people, especially senior
citizens, feel confident when
using digital banking services
and enjoy using the Internet.

W Vipps for companies was
launched, thus making it
possible for customers to
make payments to companies.
Kolonial.no, NSB and Ruter,
among others, started to

use the app. In addition,

DNB and Telenor entered
intoan agreement on the
development and use of Vipps.

B DNB announced that

the bank will adopt the UN
sustainability development
goals 2030, and that corporate
social responsibility and
sustainability will be an
integral part of the bank's
daily operations.

M In the wake of the Panama
Papers case, the law firm
Hjort was engaged to make
an external review of DNB's


www.Kolonial.no

LATVIA

/ﬁ/\

LITHUANIA

involvementin the matter.
Thereport was presented in
mid-September and concluded
that DNB had not violated the
law. On the other hand, DNB's
internal guidelines had been
breached, and actions have
been taken regarding this
matter.

M In mid-August, the Nor-
wegian Labour Inspection
Authority published a report
showing certain violations of
working time regulations on
the part of DNB's sub-supplier
of IT services, the Indian Tata
Consultancy Services, TCS.
TCS has implemented meas-
ures to ensure better follow-
up of working hours.

B In astress test conducted by
the European Banking Autho-
rity, ESA, DNB was shown to
have the greatest resilience

to economic crises among the
tested banks.
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DNB in brief
Important events

M Vipps Invoice B DNB received the
Q4 was launched Confederation of Vocational
. atthestartof Unions' (YS) equal opportunity
November. award due to its work to
equalise salary differences

B The NXT Conference was between men and women.
held at DNB's head office in

Oslo. The conference was part M [t became known that

of Oslo Innovation Week, a DNB is one of many banks
digital and physical meeting involved in the financing of
place for entrepreneurs and the construction of a new
investors to help them make and controversial oil pipeline
contacts and share networks, in North Dakota in the US.
knowledge and inspiration. DNB will ensure that the
DNB and StartupLab launched bank can answer forits part

NXT Accelerator, a programme of the project financing and
to help promising techno- may potentially reconsider
logical startup companies its exposure in the pipeline
to expand quickly, establish project. During the fourth
partnerships and create quarter, the Group's mutual
commercial opportunities funds sold their holdings in
for both the companies the companies building the

themselves and DNB. pipeline.

B DNB Markets was ranked W The Ministry of Finance
bestin Norway in all cate- adopted a new home
gories within equity broker- mortgage regulation. At
age and research in a survey the same time, it became

carried out by Prospera. clear that the Norwegian
parliament (Stortinget)

B DNB improved its ranking supported the government's
on the lists of the most attrac- proposal tointroduce a

tive employersin Norway, also financial activities tax.
among employees who have

worked for some years. DNB B The Ministry of Finance
advanced to first and fifth raised the counter-cyclical
placein the businessand IT buffer requirement from1.5 to
segments, respectively, in the 2.0 per cent with effect from
Universum survey. year-end 2017.

Bl In consequence of the
competitive situation and
rising market rates, DNB
decided toincrease interest
rates on home mortgages by
up to 0.2 percentage points.

H As the first Norwegian
financial institution, DNB was
awarded a rating of A-forits

climate work by the Carbon
Disclosure Project, CDP.




Results that count

The next

meeting place

How can you make sure that ideas with potential get
coupled with life-giving capital? The answer is NXT.

DNB NXT - IDEAS MEET CAPITAL

DNB's entrepreneur initiative, :

which includes start-up pilots,
the Start-up Book and exten-
sive cooperation with a wide

range of entrepreneur groups
across Norway, was extended
in 2016 with the NXT concept.

The idea behind NXT is to
help companies to take the
next step.

Through the autumn of
2016, local meeting places
were set up in Stavanger,
Alesund, Trondheim,

Kristiansand and Bergen.

In October, during Oslo
Innovation Week, a national
NXT event was held in DNB's
premises in Bjervika. More
than 1100 people attended:
entrepreneurs, investors, DNB
employees, politicians, media
representatives and other in-
terested parties, and the final

round of “100 Pitches” was held.

DNB NXT Accelerator
is the next step in DNB's
entrepreneurial initiative,

where selected technology
companies receive financial
assistance and expert advice
to realise theirideas through
a three-month programme.
Will be implemented in the
spring of 2017.
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DNB continues its commitment to
entrepreneurs. Benedicte S.'Fasmer,
head of Corporate Banking (centre

of photo), is here flanked by some

of them (from left to right): Vinoth *,
Vinaya (Hold), Mireen Fikse (Urban
Cultivator), Kristoffer Lande X
(Gobitech) and Kimberly Larsen

(Time to RIOT).
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magine that you have one of the
I bestideasin the world. One which

will make everyone's day a little bit
—— easier,alittlebit smarter, and a lit-

tlebit better. However, youlack the
money to make theideaareality. Or maybe
yourun out of capital, and the world's best
idea is putin a drawer.

There are thousands of such drawers
containing goodideas.In2016alone, 4 544
bankruptcies were registered in Norway.
During the same period, 61 103 new com-
panies were established in this country,
according to Statistics Norway.

Still, manyideas survive, even ifit takes
along time to develop them. What often
saves them, in addition to the indomi-
table courage of the idea's originator, is
to have some supporters who not only
believe in the idea, but who also can do
what is necessary to facilitate access to
financial backing. This basically means
money on the table.

“DNB has Norway's largest network of
entrepreneurs and start-up companies -
and investors. It is then natural for us to
establish meeting places where good ideas
meet capital,” says Benedicte Schilbred
Fasmer, head of Corporate Bankingin DNB.

PITCH AND CASH. On 19 October 2016,
history was written in Bjgrvika. More
than 550 entrepreneurs, over 200 inves-
tors, some 140 DNB employees and more
than2oootherinterested partiesattended
DNB's very first NXT, the latest projectin
thebank'sstart-up initiative: where ideas
meet capital.

One of the participants received a lot of
attention that evening in Bjervika (and
for that matter afterwards too). Under the
flashes of the cameras, with a gift cheque
0of NOK 300 000, Yngvar Pettersen was one
big smile. He had just won the finale of

“100 Pitches”, a contest where entrepre-
neursand greatideas present themselves
to potential investors.

Pettersen is managing director of Home
Control, a company founded on an energy-
saving power socket, developed by entre-
preneur and electrical engineer Per Hopse.
The company was established in 2003, but
itisonly over thelast few years that things
have taken off.

“The process of developing electrical com-
ponents and getting them approved in
Norway takes an awful long time,” ex-
plains Yngvar Pettersen. He joined Home
Control in 2013, when the company chose

Results that count

“It is natural for
us to establish
meeting places
where good ideas
meet capital.”

BENEDICTE SCHILBRED FASMER,
HEAD OF CORPORATE BANKING

to invest in a platform for smart house
technologyrather thaninindividual ener-
gy-saving products.

SMART DIY. “We want to make everyday
life easier for people. We have developed a

Do-It-Yourself concept where customers

canremotely control the power consump-
tion in their homes. We also develop smart
alarms with sensors and smoke detectors.
The concept hasbeenlaunched in the mar-
ket and is starting to gain momentum,”
says Pettersen, adding:
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“We are still a start-up company, even
though we have spent ten years on de-
veloping a smart power socket, and then
almost three years on the concept itself.
Things takelonger than you think, espec-
ially when you do not have access to the
public tendering market, as is the case
for start-up companies without sales and
security. This is where I wish that the
public authorities could be more proactive
and take long-term risk. There is not a
very strong risk culture in Norway,” says
Pettersen.

PATIENT CAPITAL. Someone who likes
to takelong-termriskis Jan-Erik Heereid,
managing director of Alliance Venture,
a seed fund. He manages what he calls
‘patient capital’.

“We invest in private technology com-
panies that are in a very early phase, so
early that they do not have any financial
history to refer to. Then, the challenge is
toassess the three Ps: people, product and
potential. We must believe in the people,
intheideaandin the potential for achiev-
ing returns. One successful investment
must pay for the many that fail. In the



1. Won: Yngvar
Pettersen is managing
director of Home
Control, a company
engaged in smart
house technology. In
October, he received
a gift cheque of

NOK 300 000 after
having won the final
round of “100 Pitches".

2.The three Ps:
Jan-Erik Heereid,
managing director
of Alliance Venture,
always looks closely
at the three Ps when
he considers new
investments: people,

product and potential.

Entrepreneurial initiatives

early phase, our role is mainly one of ad-
viser, supporter and offering a shoulder
to cry on. In addition, the time horizon
for our investments is very long term,”
says Heereid.

“We consider many companies, but mak-
ing the cut is very difficult. We typically
invest in one of every 100 companies we
consider,” says Haereid.

He attended NXT in October and refers
to it as a fantastic event.

“Having such a meeting place for inves-
torsand entrepreneursisavery good thing.
I think we registered 10 to 15 companies
we did not previously have in our database.
However, it remains to be seen whether

12

they are worth investing in!

THE NEXT STEP FOR NXT. Pettersen in
Home Control also uses the term “fantas-
tic” about DNB's NXT event: “DNB has put
itself on the map when it comes to innova-
tion, and the whole event had a good mix
of talks and mingling. We were noticed
by several investors due to NXT, and it is
my hope that we will now see more con-
crete action in the technology industry,
and that investors will actually invest in
us,” says Pettersen.

Benedicte S. Fasmer in DNB appreciates
that the NXT event was well received by
bothinvestors and entrepreneurs: “Crowth
companies have expressed that they wish
to have meeting places between capital
and entrepreneurs, while investors want
help in finding the best ideas, preferably
inaninformal setting. We achieved more
than we could have dreamed of as so many
attended NXT in October,” says Fasmer.

Towards the end of 2016, DNB took yet
another step in its entrepreneurial ini-
tiative, with the launch of DNB NXT Ac-
celerator. In cooperation with StartupLab,
the bank announced a programme for
leading technology companies within
everything from voice recognition to se-
curity and fintech. Through three months
in the spring of 2017, five businesses will
receive access to up to NOK 1.3 million
and be followed up daily by Norwegian
entrepreneurs, mentors who themselves
are start-up founders and DNB's business
and IT experts.

“Our entrepreneurial commitment is not
just about being a good bank for start-up
founders. Due to our position in the cor-
porate market, this is also a natural way
for us to contribute to the restructuring
of society,” concludes Fasmer.

Five entrepreneurs about DNB NXT

o
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“Hearing other people’s
stories is inspiring,
and I got alot of
inspiration that day.”

+

ABIRI WARD
Burrito Project

Product/idea: The Burrito Project is Oslo's first
Mexican-American burrito place, whose goal is to serve
high-quality fast food with unique flavours and a wide
range of choices. The Burrito Project was one of several
food suppliers during NXT in Bjarvika in October.

What were your expectations prior to the NXT event
—and were they met? “| expected to meet people from
the whole of Norway. Preferably potential investors,
but also other entrepreneurs and business owners.
Hearing other people's stories is inspiring, and | got a
lot of inspiration that day. In addition, it was fantastic
to be able to participate actively in the event with

our food, and the response we received was really
incredible.” -



Results that count

“It was great to be able to
showcase our company and
our progress to so many
potential investors and
business partners.”

«

KIMBERLY LARSEN
Timeto RIOT

Product/idea: Timeto RIOTis a
web-based market place and digital
platform for creative visual services.
Here, freelancers working within
film, advertising, design, etc. can
showcase themselves, and potential
clients can find the person they are
looking for to join their projects.

What were your expectations prior
to the NXT event — and were they
met? “Prior to the event, | mainly
focused on my own role during the
final round of 100 Pitches’, but the
whole NXT was an amazing experi-
ence. We are currently in the process
of completing a private placement
of shares in the company, and it

was great to be able to showcase
our company and our progress to so
many potential investors and busi-
ness partners. We are in dialogue

with several of them now.”

“I have had many exciting
meetings with contacts I made
at the event.”

->

KRISTOFFER LANDE
Gobitech

Product/idea: Gobi started as a Snapchat bot, develo-
ped by and for Norwegian University of Science and
Technology (NTNU) students. Today, Gobi is a way for
groups, large and small, to communicate using snaps
and to share everyday moments. This is a way to easily
keep in touch with people you do not see very often.

What were your expectations prior to the NXT
event — and were they met? “| hoped to gain valuable
insight and knowledge from people who have been

in the game longer than me, and at the same time
network with interesting people with a similar
mentality. DNB NXT was the perfect place to do this,
and | have since had many exciting meetings with
contacts | made at the event.”
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Entrepreneurial initiatives

MIREEN FIKSE
Urban Cultivator

“A lot happens when ideas meet capital, and in Oslo,
the participants were of very high quality.”

VINOTH VINAYA AND MATHS MATHISEN
Hold

“DNB NXT surpassed our expectations
by a comfortable margin.”

21



Brand ambassador

“My goal is to give
each customer such
a good experience that
he or she would like
to stay with DNB."

JETTE GRANLI

Brand ambassador

DNB's brand ambassador
programme is an internal initiative
whereby DNB employees each year
select 100 colleagues to be brand
builders. The network of brand
ambassadors will help build a
culture characterised by employee
engagement and customer
orientation, while being a driving
force of change.

Jette Granli, branch host, is one
of them.

What do you think is important
if DNB is to create long-

term value and how can you
contribute?

“In my role as a branch host, it is
important that | see customers
as early as possible, analyse
their needs and give them a
good experience. In addition, it
isimportant that we employees
are familiar with and adopt our
new digital solutions so that we
can also provide good support to
customers in this field. Itis also
important to stay true to the DNB
way of working and bring out
the best in each other by giving
constructive feedback.”
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Business review
Organisation

Organisation

DNB's organisation and operational structure aim to ensure efficient
adaption to changes in customer behaviour and the development of
products and services tailored to customer needs.

ORGANISATION CHART AND OPERATIONAL STRUCTURE

DNB Group
Rune Bjerke

Corporate Communications

Thomas Midteide

HR

Solveig Hellebust

Group Finance

Kjerstin Braathen

Group Risk Management

Terje Turnes
Group Projects
Kari Olrud Moen
Personal Corporate Large Corporates Markets Wealth Vipps and ITand Operations
Banking Banking and International Management Payments
Trond Benedicte Harald Serck- Ottar Tom Rune Liv
Bentestuen Schilbred Fasmer Hanssen Ertzeid Rathke” Garborg Fiksdahl

Il Customer areas
Il Product areas
B Support and staff units

} Business areas

Customerareasareresponsibleforcustomerrelationships
and customerservice, while productareasareresponsible
for product development. Operational tasks and group
services are carried out by the Group's support and staff
units, which provide infrastructure and cost-efficient
services for the business units.

The Group implemented certain organisational changes

in the autumn of 2016 on the basis of changes in custo-
mer behaviour and a different market and competitive

situation to just a few years ago. The new business area

Vippsand Paymentsaspirestomake DNBawinnerinthe

market formobile paymentsand to developacompetitive

payment strategy for the entire Group. The new organi-
sationstrengthens the governance model, whichrefines

the customer segments, highlights the focus on simple

digital payment solutions and creates more straightfor-
ward interfaces.

1) Bengt Olav Lund, acting head of Wealth Management since May 2016.
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REPORTING STRUCTURE

Financial governancein DNB is adapted to the different
segments. The income statements and balance sheets
forthesegmentsare presentedinaccordance withinter-
nal financial reporting principles, according to which
revenues, costs and capital requirements are allocated
to the segments based on a number of assumptions.
Reportedfiguresforthedifferent segments thus reflect
the Group's total sales of products and services to the
relevant segments. The follow-up of total customer
relationships and segment profitability are two impor-
tant dimensions when making strategic priorities and
deciding on where to allocate the Group's resources.
Marginincomeonloansanddepositsis calculated using
internal transferrates based on observable marketrates,
which in most cases roughly correspond to 3-month
NIBOR. Additional costs relating to the Group's long-
term funding are also charged to the segments.
Services provided by staffand support unitswill asfar

as possible be scaled and priced according to use.

The pricing of such intra-group transactionsis regula-
ted byinternalagreements based on market terms. Joint
expensesincurred by group staff units and other group
expenditures that cannot be debited according to use,
are charged on the basis of relevant distribution formu-
las. Costs relating to the Group's equity transactions,
including strategicinvestments, and direct shareholder-
related expensesand costsrelated to the Group's gover-
ning bodies are not charged to the segments.

The Group's totalcommon equity Tier1capitalisalloca-
tedtothesegments. Allocated capital reflectsthe Group's
long-term capitalisation ambition, and the distribution
formula is based on an adaption to the Basel Il requla-
tions. Returnonallocated capital represents profits after
taxrelative to average allocated capital.

The segment reporting is presented in note 2 to the
annual accounts.

DNB

Rarseal Smalland Large corporates Traditional Other
ST medium-sized and international Trading pension operations/

enterprises customers products eliminations

LEGAL STRUCTURE
‘ DNB ASA ‘
DNB Asset Management A -~ R
DNB Bank ASA Holding AS DNB Livsforsikring AS DNB Forsikring

\
Major subsidiaries

DNB Naeringsmegling AS DNB Eiendom AS

DNB Meglerservice AS DNB Markets Inc.

DNB Boligkreditt AS DNB Neeringskreditt AS

DNB Luxembourg S.A. DNB Invest Denmark A/S

DNB Sweden AB DNB Capital LLC

DNB (UK) Ltd. DNB Asia Ltd.

AS DNB Pank (Estonia)” AS DNB Banka (Latvia)”

AS DNB Bankas (Lithuania)” DNB Bank Polska S.A

1) On 25 August 2016, DNB and Nordea announced an agreement to combine their operations in Estonia, Latvia and Lithuania.
The transaction is conditional upon regulatory approvals and other conditions, and is expected to close in the second quarter of 2017.

See note 40 to the annual accounts for further details.
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Group management

Group-management

___AS AT 8 MARCH 2017

The group management meeting isthe group chief executive's collegiate
bady for management at group level. Allimportant decisions are made in
consultation with the group management team.
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Group management

AS AT 8 MARCH 2017

Rune Bjerke
BORN 1960

Role in DNB: Group chief execu-
tive since 2007.

Other professional experience:
Former president and CEO of
Hafslund ASA and president and
CEO of Scancem International.
Has held a number of board posi-
tions in large companies. Served
as finance commissioner of the
Oslo City Council and as a political
adviser in Norway's Ministry of
Petroleum and Energy.

Education: Economics degree
from the University of Osloand a
Master's degree in public adminis-
tration from Harvard University.

Number of shares”: 52 964
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Kjerstin Braathen
BORN 1970

Role in DNB: Chief financial
officer since 1 March 2017.

Prior positions in DNB: Former
group executive vice president
Corporate Banking Norway. Has
many years' experience from
Shipping, Offshore and Logistics,
SOL, in Oslo. Joined DNB in1999.
Other professional experience:
Hydro Agri International.
Education: Master in
Management degree from Ecole
Supérieure de Commerce de Nice-
Sophia Antipolis.

Number of shares?: 22 931

Trond Bentestuen
BORN 1970

Role in DNB: Group executive
vice president Personal Banking
since 2013.

Prior positions in DNB:
Former head of Marketing,
Communications and eBusiness.
Joined DNB in 2008.

Other professional experience:
Expert and Telenor.

Education: Bachelor of Arts
degree in journalism and political
science from Temple University,
California, and training from the
Armed Forces.

Number of shares”: 20 692

Benedicte Schilbred Fasmer
BORN 1965

Role in DNB: Group executive vice
president Corporate Banking since
September 2016.

Prior positions in DNB: Former
head of DNB's operations in Bergen
and head of Corporate Banking in
Western Norway. Joined DNB in 2015.

Other professional experience:
Executive positions in Sparebanken
Vest, Rieber & Sgn, Argentum Asset
Management and Citibank. Board
chairman in Oslo Bgrs VPS Holding
and Oslo Bgrs ASA. Has many years'
experience from board positions in
various industries.

Education: Graduate of the
Norwegian School of Economics.

Number of shares”: 2 000

Harald Serck-Hanssen
BORN 1965

Role in DNB: Group executive vice
president Large Corporates and
International since 2013.

Prior positions in DNB: Former
head of the Shipping, Offshore and
Logistics division, SOL. Joined DNB
in1998.

Other professional experience:
Stolt-Nielsen Shipping and Odfjell
Group.

Education: BA (Hons) degreein
business studies from the Univer-
sity of Stirling and Advanced Man-
agement Programme at INSEAD
Fontainebleau.

Number of shares”: 31770

Ottar Ertzeid
BORN 1965

Role in DNB: Group executive vice
president Markets since 2003.

Prior positions in DNB: Former
head and deputy head of DnB
Markets. Held various positions
within the FX/Treasury area.
Former chief financial officerin
DnB Boligkreditt and head of
finance in Realkreditt. Joined
DNBin1989.

Other professional experience:
Board chairman in the Norwegian
Banks' Guarantee Fund, board
vice-chairman in the Norwegian
Investor Compensation Scheme,
board member in Oslo Bers VPS
Holding and Oslo Bers AS etc.

Education: Graduate of Bl
Norwegian Business School.

Number of shares: 220140
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Tom Rathke
BORN 1956

Role in DNB: Group executive vice
president Wealth Management
since 2013.

Prior positions in DNB: Former
head of Insurance and Asset Mana-
gement, DNB Livsforsikring and the
investment fund company Avanse.
Former board chairman in DNB
Asset Management and DNB Ska-
deforsikring. Joined DNB in 2002.

Other professional experience:
Executive positions in Vesta and
If Skadeforsikring and experience
from SAS and Dyno.

Education: Graduate of Bl Nor-
wegian Business School, Master's
degree in business administration
from the University of Wisconsin
and Advanced Management Pro-
gramme at Harvard University.

Number of shares”: 35 366

Rune Garborg
BORN 1969

Role in DNB: Group executive
vice president Vipps and Payments
since September 2016.

Prior positions in DNB: Former
head of Marketing and Category
Management in DNB and head of
Marketing in DNB Eiendom. Has
beenin charge of DNB's digital
payment solution Vipps. Joined
DNB in1995.

Education: Graduate of the
Norwegian College of Marketing.

Number of shares”: 10 931



Liv Fiksdahl
BORN 1965

Role in DNB: Group executive
vice president IT and Operations
since 2013.

Prior positions in DNB: Head of
Operations since 2007. Has held
various executive positions within
operations and administration.
Head of Bank Productionin
Corporate Banking and Payment
Services. Customer-oriented
positions in Gjensidige NOR
Sparebank. Joined DNB in 1998.
Other professional experience:
Customer-oriented positions in
Handelsbanken and Fokus Bank.

Education: Educated at
Trondheim Business School.

Number of shares?: 25 858
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Solveig Hellebust
BORN 1967

Role in DNB: Group executive vice
president HR since 2009.

Other professional experience:
Former vice president of Human
Resources and Communications
at Pronova BioPharma ASA.
Several years' experience from HR
at Telenor and at Bl Norwegian
Business School as an associate
professor in economics.

Education: PhD in international
economics from the Norwegian
University of Life Sciences, an MSc
in agricultural economics from the
University of Illinois, and an MSc
in business and economics from BI
Norwegian Business School.

Number of shares”: 17 560

Terje Turnes
BORN 1963

Role in DNB: Chief risk officer
since 20715.

Prior positions in DNB: Former
head of DNB's Baltic operations

and head of DNB's London branch,

prior to which he headed both
the Manufacturing Industry
Section and the Energy Section in
Corporate Banking. Joined DNB
in1989.

Other professional experience:
Business controller in Swedish
Match and STORA.

Education: Educated at
Trondheim Business School
and the Norwegian School of
Management.

Number of shares”: 21375

Thomas Midteide
BORN 1974

Role in DNB: Group executive
vice president Corporate
Communications since 2013.

Prior positions in DNB: Former
executive vice president External
Communication. Joined DNB in
20009.

Other professional experience:
Head of Communications in SAS
Norge, communications officer
in VISA Norway and TV reporter
and presenter in the Norwegian
Broadcasting Corporation, NRK.

Education: Journalist degree from
Oslo University College. Subsidiary
subject in political science and
criminology at the University of
Oslo.

Number of shares”: 7 928

Kari Olrud Moen
BORN 1969

Role in DNB: Group executive
vice president Group Projects since
September 2016.

Prior positions in DNB: Former
head of Products and the
Corporate Centre. Joined DNB in
2005.

Other professional experience:
Former state secretary in the
Ministry of Finance, consultant

in McKinsey & Co, adviser for the
Conservative Party's parliamentary
group and consultant in the Budget
Department in the Ministry of
Finance.

Education: Graduate of the
Norwegian School of Economics
and an MBA from the University of
California, Berkeley.

Number of shares”: 23 440
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1) Shareholdings in DNB
ASA as at 31 December
2016. Shares held by
the immediate family
and companies in
which the shareholder
has decisive influence
arealso included.
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Personal customers

DNB is a market leader in the Norwegian personal customer market and has more
than 2 million personal customers in Norway. Customers are offered a wide range of
services through a modern distribution network, which comprises mobile solutions,
24-hour telephone and Internet banking, branch offices and real estate broking.

RESPONSIBLE AND PROFITABLE GROWTH,
SIMPLIFICATION AND DIGITALISATION

The personal customer segment delivered a sound
financial performancein2016inamarket character-
ised by low interestrates, rapid changesin customer
behaviour and strong competition within home
mortgagesanddigital payments. The positive profit
trend primarily reflected a satisfactory income
development in a challenging market, strict cost
control and cost reductions resulting from fewer
branch officesandemployees, lowimpairmentlosses
inconsequence of the sound quality of theloan port-
folio and a high level of customer activity.

INNOVATION

Home mortgages are one of the main products in
DNB's personal customeroperations, andin2016, a
new solution was launched where customers can
extend their existing home mortgages in a fully
automated process. The launch puts DNB right at
the forefront of global digital development in this
area. Digital home mortgages give customers a
better experience while providing more efficient
credit processes of higher quality.

Refinancing is the start of the digital home mort-
gagejourney. Thegoalfor2017isafully digital home
mortgage process also for new mortgages, and by
the end of 2017, the ambition is that at least 40 per
cent of all home mortgages are fully digital, from
application to loan disbursement. DNB's goal is to
strengthen its position as the global champion of
digitialised secured loans in the years to come.

Vipps is DNB's biggest digital success ever. The
ambition behind Vippsis thatit will solve all payment
needs. Vippshashadanincrediblejourney, from the
launch of a peer-to-peer payment service in 2015 to
over two million active users by year-end 2016.

DNB continues is committed to continually
streamline, simplify and improve distribution and
self-service customer solutions.

KEY FIGURES

Personal
customers

/0

Customer
satisfaction score

399

NOK 899 billion

Exposure at
default (EAD)

2.1

million personal
customers

3855000

Number of active
mobile bank users”

2.1

million Vipps
users

1) Anactive mobile
bank user is defined as
aunique customer who
logged into the mobile

bank via a browser

orapp at least once
during 2016.

30

HERE FOR YOU

Customer contact in digital channels is increasing.
DNB had almost 350 million digital meeting points
with customersin2016. More than200 million of the
digital meeting points were via mobile phones, 65
millionwereintheform of text message servicesand
more than 83 million were in DNB's Internet bank.
Inaddition, customers called the 24-hour customer
centre4 million timesand took contactviachatmore
than 1.3 million times.

Customers are changing their behaviour and
increasing their use of self-service solutions. This
means that advisers can spend less time on simple
banking servicesand more time on fulfilling custom-
ers'individual financial needs. The need for physical
branch officesisalsolessthaninthe past. DNB has
taken the consequences of this and reduced the
number of branch offices from116 to 57in the first half
0f2016. Atthesametime, thenumberof employees
with direct customer contact was reduced by just
under 400 full-time positions in 2016.

In addition to strong growth in digital customer
contact, DNB also has a unique physical presence
throughits branch offices, in-store banking outlets,
post offices and in-store postal outlets. 16 of the
branch offices have extended opening hours.

DNB will continue to customise how the bank is
present for its customers in a world which is beco-
ming increasingly digital, with more self-service
solutions.
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100%

100 per cent of all ordinary
loan applications to start
digitally by year-end 2017
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o

40%

40 per cent of all loans
to be fully digital, from
loan application to
loan disbursement,
by year-end 2017

@

1

NOK1 billion in
cost reductions by
year-end 2019

M\
(R

100%

100 per cent increase in the
number of mutual fund
savings schemes from 2015
toyear-end 2018

47%

47 per cent increase in annual
premiums within personal risk
and non-life insurance, from
NOK 2.6 billion in 2016 to
NOK 3.9 billion at year-end 2019
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DNB Eiendom

DNBEiendomisorganisedin Personal Bankingin DNBand
offers services related to the sale of residential and holi-
day propertiesand housing projects, aswellasadvisory
servicesinconnectionwith the sale of otherreal estate.
The company is one of the country's largest real estate
companiesand had a market shareof19.1per centin2016.

Over the last few years, DNB Eiendom has built up
an important position as a market leader in Oslo. The
company's market share in Oslo rose from 14.7 per cent
in 2012 to 18.7 per cent in 2016. This is a good starting
point for further growth in Norway's most important
housing market.

DNB Eiendom aims to create good customer experi-
encesand offerhigh-quality brokerage services. Custom-
ers can rest assured that the company carries out its
operationsinaccordance with prevailing legislation and
regulationswheninteractingwith both buyersandsellers.

DNB Eiendom's ambition is to be best at helping
customers change homes in Norway by offering attrac-
tiveand relevant products where customers are—both
digitally and physically. Thereal estate businessis being
challenged by knownand unknown market entrants, and
new business opportunities and models are constantly
popping up. DNB Eiendom will streamline and digitise
the process of buying and selling property, emphasise
the benefits of usingan estateagentand establish new
income streams for the company. DNB has designated
dedicated employees whowork with “the future of real
estate broking” to be best at helping customers buy
homes alsoin the years ahead.

Operating income
NOK million

1500 1452
1500 1302 1360 1378

1000
500
0

2012 2013 2014 2015 2016
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Income statement in NOK million 2016 2015 2014
Net interest income 13269 13697 13540
Net other operating income 4920 4895 4673
Total income 18189 18593 18213
Operating expenses (8698) (8877) (8492)
Pre-tax operating profit before impairment 9491 9716 9721
Net gains on fixed and intangible assets 0 0 (3)
Impairment of loans and guarantees 392 939 (110)
Pre-tax operating profit 9883 10655 9608
Taxes (2471) (2877) (2594)
Profit from operations held for sale 1) 2 0
Profit for the year 7411 7780 7014
Average balance sheet items in NOK billion

Net loans to customers 701.7 690.5 660.7
Deposits from customers 400.5 381.6 356.8
Key figures in per cent

Lending spread” 1.74 2.08 2.37
Deposit spread” 0.38 0.01 (0.45)
Return on allocated capital® 18.4 23.0 23.7
Cost/income ratio 47.8 47.7 46.6
Ratio of deposits to loans 57.1 55.3 54.0

1) Calculated relative to the 3-month money market rate.
2) Calculated on the basis of allocated capital, which corresponds to the external capital adequacy requirement which must be met

by the DNB Group.
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Portfolio composition as at 31 December 2016"

DNB Group Personal customers
Total exposure at default: NOK 1898 billion Exposure at default: NOK 899 billion

47%

EEl Personal customers, 47% HEl Home mortgages
El SMEs, 14% Hl Other exposures
Large corporates, 39%

1) Thediagram shows portfolio composition in terms of exposure at default (EAD).

Developments in loans, deposits and DNB's mobile bank is Norway's largest banking
net interest income platform and was visited by customers more
NOK billion than 200 million times in 2016
Per cent
g g

8
o
= S N
[aal
2014 2015 2016 2010 201 2012 2013 2014 2015 2016
HEl Net loans to customers (average per year)" I Mobile bank
Bl Customer deposits (average per year) Hl Internet bank

=== Net interest income

1) A portfolio of fixed-rate loans amounting to
around NOK 20 billion was sold from DNB
Boligkreditt to DNB Livsforsikring in 2015.
This had an effect on net loans to customers
of approximately NOK 2 billion in 2015.

33



2

Business review
Personal customers

INTERVIEW

Head of Personal Banking

34



2

Business review
Personal customers

Theart of serving the customer digitally

“In 2016, we demonstrated that we are capable of changing quickly. In the year ahead, we
will become even better at serving our customers in a digital world;” says Trond Bentestuen,

head of Personal Banking.

Personal customersare served by the Personal Banking business area.
What are the most important opportunities and risks for

1 your business area during the coming year?

== Theworldis changing faster than ever before, which means
thatwe mustalsochange. We are facing new technology, new

competitorsand new regulations. This opens up opportunities, but

we must be able to seize them.

In2016, wedemonstrated that weare capable of changing quickly,
and we implemented some key initiatives to become a more digital
bank. In the year ahead, we are going to be even better at serving
our customers in a digital world. One of our challenges is to make
sure that digitalisation makes us more personal when we meet
our customers, not less. This requires new skills and expertise, for
example how to use customer insight and digital communication
with our customers.

In 2017, we must prepare for PSD2, the payment services directive
whichwillcomeintoforcein2018. Thisentails both risksand opportu-

nitiesforthebankingindustry—andabattle between existingand new
market participants to give customers the best experience possible.

2

What areyoudoinginyourbusiness area to have theright
competencies?

Changesinourindustryrequire new skillsand expertise, but
also affect how we work together. Vipps and digital home
mortgages were developed by people from all over DNB sitting in
thesameroomand working across various disciplinesand business
areas. We must do more of thisin the future.

As the world is changing faster, we need to attract new skills
and expertise, but we also need to make sure that we retain and
develop the competencies we have. We must highlight the talent
and potential of every single employee. We attach importance
to performance management, constructive feedback and close
follow-up from managers. Involvementand accountability motivate
individuals to take responsibility for their own development.

Twice a year, we take the pulse of our organisation through the
employee survey PULSE. The results in 2016 confirm that involving
each individual employee increases motivation and engagement.
The PULSE results show that we have very engaged employees who
are well satisfied with the feedback they get from theirimmediate
superiors. The results also confirm that the input and opinions of
theemployeesare takenintoaccount, which means that we benefit
from their expertise. This isimportant for the individual employee
and for the entire organisation.

3

How will you contribute to securing a healthy economy
for Norwegian businesses?

We seeitasoursocial responsibility to contribute towards a
better understanding of personal finance. Therefore, we are

35

cooperating with the Norwegian Red Crosson AValuable Lesson, a
digital personal finance program for primary schools. In 2016, 1562
teachers registered to use A Valuable Lesson to teach their pupils
about saving, spending, wages and tax.

DNB would like to get more people to join the digital evolution.
Most of our customersare pretty good at using self-service solutions
and can carry out banking services on their PCs, tablets or mobiles,
but this does not apply to all. However, it is not just banking that is
becomingdigitalised. The buyingand selling of traveland transport
servicesand contact with publicauthorities now take place almost
exclusively online. We must be able to help those who do not yet
master the digital world. This is why we have launched the “Guide
to digital banking services”, held courses at our branch offices and
taken theinitiative to launch the "Guide to the Internet”.

As Norway's largest bank, we have a responsibility to avoid irre-
sponsibleaccumulation of debtin Norway. We must have responsible
lending practicesand, not least, we must give our customers sound
and reasonable advice when they wish to take up a loan.

4

What are you doing to further cultivateinitiatives related

to the art of serving the customer?

We refined the art of serving the customer digitally in 2016,

and this will become even moreimportant over the next few
years. We will continue to launch new digital self-service solutions,
and help customers to perform basic banking services themselves.
This will give our advisers more time to help customers when they
really need sound, professional advice.

One of the most important things we did to improve customer
experiences in 2016, was to launch digital extension of existing
home mortgages. Here, we automatically collect data about each
property, automatically read the income tax return uploaded by
the customer, and fill out most of the application for the customer
basedontheinformationgiven. Itonly takesafew minutestoapply
for an extension, and many of the applications are also processed
completely automatically. DNBis one of the first banks in the world

—maybe the first — to make mortgages 100 per cent digital. We are
now working todigitise several types of mortgages and make more
of them fully automated.

Based on customer surveys and feedback, we see that customers
are, on the whole, satisfied when they meet us, whether thisisata
branch office, on the phone orvia ouronline chat service. However,
the scores we achieve in customer satisfaction surveys are too low.
Declining customer satisfaction reflects decisions which directly
affect customers, but also individual cases which have reinforced
negative associations to the DNB brand. In order to meet these
challenges, we must prove that we act in the best interests of our
customers. We will offer relevant products and services, make it
easy to be a DNB customer, and be there for our customers every
day and when it matters the most.



2

Business review
Small and medium-sized enterprises

Smalland medium-sized enterprises

DNB promotes the development of active and well-functioning businesses in Norway. Small and
medium-sized enterprises are the bedrock of the Norwegian business community and contribute
to significant value creation for society. DNB's ability to support innovation and restructuring in the
Norwegian economy will become even more important in the years ahead.

STRONG PROFIT PERFORMANCE AND SOUND POSITION

As in preceding years, there was a strong increase in both net
interestincome and other operatingincomein 2016. Therisein net
interestincomewasduetogrowthintheloananddeposit portfolios,
combinedwith widerdeposit spreads. Awiderange of productsand
ahigherfocuson cross-sellingalso gave a significant boostin other
operatingincome, particularly within paymenttransfersand capital
market services. Operating expenses increased from the previous
year, reflecting higher activity levels as well as costs related to
restructuringand IT development projects. Netimpairmentlosses
onloansremained at the samelevel asin2015. Asignificant portion
of the impairment losses related to individual loans, while other
impairment losses were on a level with the preceding year. The
quality of theloan portfoliois generally considered to be satisfactory.
The needs of companies are changing quickly in step with new
technology. Overthelastfewyears, there has beenareductionin
manual corporateservicesinbranchofficesandanincreaseinthe
use of digital tools and channels. Changes in customer behaviour,
combined with increasing digitalisation, set other requirements
to DNB. Corporate customers expect the bank to:
M help their companies to make more money
W ensure seamless integration between the bank and the
company's systems
M serve asa meeting place for customers and other partners
M be there for them —always and everywhere

Customers with basic banking needs are increasingly served well,
and moreefficiently, through the bank'sdigital channels. Customers
appreciate that DNB is always accessible and develops products
that make everyday life easier.
Tocontributetoinnovationandrestructuring, DNBhasincreasedits
focusonstart-upcompaniesinrecentyears. Closeto half of all people
whodecidetoestablishalimited liability company, now choose DNB
as their bank. The bank's start-up pilots, DNB's service for guiding
thosewhowould like tostartabusiness, helped 2779 entrepreneurs
in2016. Inaddition to helping thosewho start theirown business, itis
importanttopromotegrowthandfurtherdevelop existingcompanies.
DNBNXTwaslaunchedin2016andisaconferenceandameetingplace
to bring together ideas and capital. This is a long-term initiative to
help ensure that more private capital is invested in exciting growth
companies. Read moreinthe chapter Responsibleoperations, under
Contributing to a healthy economy, and about NXT on page 16.
DNB will achieve more satisfied and loyal customers by taking
initiative, providing relevant advice and having leading expertise

about the companies and the industries in which they operate.

Holistic thinking provides opportunities to increase the sales of

more productsadapted to customer needs, includinginterestrate,

foreign exchange, pension and leasing products.

Developments in loans, deposits and

net interest income
NOK billion

2014 2015 2016

EEl Net loans to customers (average per year)
B Customer deposits (average per year)
=== et interestincome

Development in net other operating income

NOK million
1969
1729 . &
1648 B3 b
° =

D\u mn

) +

"
2014 2015 2016 Target 2017
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Income statement in NOK million 2016 2015 2014
Net interestincome 6359 6131 5643
Net other operating income 1969 1729 1648
Total income 8327 7 860 7292
Operating expenses (3356) (3078) (3042)
Pre-tax operating profit before impairment 4971 4782 4250
Net gains on fixed and intangible assets 2 2) 42
Impairment of loans and guarantees (1082) (1068) (869)
Profit from repossessed operations 6 3 (23)
Pre-tax operating profit 3896 3715 3401
Taxes (974) (1 003) (918)
Profit for the year 2922 2712 2482
Average balance sheet items in NOK billion

Net loans to customers 226.0 216.0 206.6
Deposits from customers 177.3 171.4 159.8
Key figures in per cent

Lending spread” 2.47 2.43 2.55
Deposit spread” 0.42 0.27 (0.05)
Return on allocated capital? 11.9 12.7 12.4
Cost/income ratio 40.3 39.2 41.7
Ratio of deposits to loans 78.4 79.3 77.4

1) Calculated relative to the 3-month money market rate.
2) Calculated on the basis of allocated capital, which corresponds to the external capital adequacy requirement which must be met

by the DNB Group.

Portfolio composition as at 31 December 2016"

DNB Group

Total exposure at default: NOK 1898 billion

14%

BN SMEs, 14%
Il |arge corporates, 39%
Personal customers, 47%

Small and medium-sized enterprises
Exposure at default: NOK 265 billion

4

Il Services

HE Residential property

I Mortgages and other expo-
sures, personal customers
Other corporate customers
Commercial real estate

1) The diagram shows portfolio composition in terms of exposure at default (EAD).
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Il Energy
HE Public sector
Fishing and fish farming
N Trade
Manufacturing
Technology, media and
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"We will deliver innovative solutions that
make everyday life easier for customers.

In uncertain economic times, Benedicte Schilbred Fasmer, head of Corporate Banking,
iscommitted to ensuring that DNB is a good partner for small and medium-sized enterprises

and notifies more digital solutions.

Smalland medium-sized enterprisesare served by the
business area Corporate Banking.

What are the mostimportant opportunities
1 and risks for your business area during the
= COMing year?

2017 will offer both opportunities and chal-
lenges for Corporate Banking. New technology and
new customer behaviourare factors that affect both
us and our customers. New regulations, such as the
Payment Services Directive, PSD2, mean thatwe, and
the rest of the financial industry, are facing tougher
competitionanda pressure on spreads on traditional
banking products. The markets will continue to be
challengingforanumberofindustriesin Norway, and
sound portfolio quality will remain importantin the
period ahead.

New technology enables us to increase the cost-
efficiency of our operations and to create innovative
and simple solutions for our corporate customers.
More than two million Norwegians have started to
use the Vipps payment service, and in 2017, we will
develop new solutionsforcorporate customerssothat
itwill be possible to use Vipps to payinvoices, andasa
means of paymentin physical storesand e-commerce.

We will become better at using customer insight
and customer data to create good services.

What are youdoinginyourbusiness area to
2 have the right competencies?
== When the world changes, DNB must change.
Having a higher pace of innovation and under-
standing customer needsand behaviouris moreimpor-
tant than ever. Relational and sales expertise will
still be key qualities we will need in the future, but
technological expertise and an understanding of the
opportunities afforded by new technology will also
be very important. We work to continually develop
the skills and expertise of our employees, and at the
sametimeattractandbringinnew expertise thatwe
need to fulfil our customers' expectations.

How will you contribute to securing a healthy
3 economy for Norwegian businesses?
= Over the past few years, the decline in oil
investments and the lower oil price have had
an impact on parts of the Norwegian economy. It is

KEY FIGURES

Small and
medium-sized
enterprises

265

NOK 265 billion

Exposure at
default (EAD)

183 000

Active small and
medium-sized enter-
prises in Norway"

2763

Companies that
received help from
DNB's start-up pilots

1) Active customers
are defined as custo-
mers who have a mini-
mum of NOK 1 000
in loans or deposits
or have carried out at
least one transaction
during the last three
months. 34 000 custom-
ers were transferred
from Personal Banking
to Corporate Banking
in 2016.
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gratifyingtosee that the Norwegian business commu-
nity showsagreatwillingnessandability torestructure
itself, either by finding more effective ways to operate
or by using expertise in other ways or in other indus-
tries. We in DNB will be a long-term partner for the
Norwegian business community and we have the capi-
taltolendtogood projects, alsoin challenging times.

Simultaneously, astrongentrepreneurial movement
is starting to spread across Norway. The number of
new businesses is increasing. Entrepreneur commu-
nitiesare being established across the entire country,
and according to the statistics, more than 1 million
Norwegiansareharbouringadreamtostartforthem-
selves. These businessesareimportantfortomorrow's
value creation and employment.

Over the past few years, DNB has increased its
commitmenttofocusonstartupsand growth compa-
nies, and the feedback has been very encouraging.
Customers place their trust in us and this must be
safequarded. Many entrepreneurs struggle to find
capital, whilemanyinvestorsare hunting forthe best
ideastoinvestin. We have Norway's largest network
of entrepreneursandinvestors, and provide a meeting
placewherethese cangetincontactwitheachother.
We contribute notonly with capital to the Norwegian
business community, but also with our network and
expertise.

What are you doing to further cultivate
4 initiatives related to the art of serving the
= Customer?

We will continue to keep in close contact with
ourcustomersand be proactiveand strategicadvisers,
whether our customers are facing restructuring
or growth. We will use what we know about the
customers and the industries in which they operate
to provide good advice.

We will create new digital services that make every-
day lifeeasierforourcustomers, and that makeiteven
easier for them to receive good advice and reach us
whenever they wish to. Wework out these solutions
in close cooperation with our customers.

Our customer value proposition is to be present
every day and when it matters the most. We will be
thereforeveryonewhowantstostartabusiness. We
will be there for everyone who aims to grow. And we
will be there for those who are making a difference.
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Large corporates and
International customers

The segment includes the Group's largest Norwegian corporate customers, the public sector, all inter-
national customers, as well as financial institutions. DNB's ambition in the large corporate segmentis to
maintain its number one position in Norway, and to strengthen its leading position within selected indus-
triesinternationally. The large corporate segment is characterised by strong customer relations and sound
banking and industry expertise. High-quality customer service is assured through DNB's financial strength,
a broad international network, competitive services and the ability to adapt quickly to new customer needs.

SOUND UNDERLYING OPERATIONS, BUT HIGH LOSSES

Large Corporates and International (LCI) has a diversified
portfolio, and major parts of the portfolio showed strong
profitability in 2016. However, the year was characterised
by turbulent marketsin offshore and oil-related operations,
and net impairment losses related to these industries rose
significantly from 2015. Consequently, the return on equity
for2016 was below thetarget. Therewasadeclineinincome
duetolowerexposurewithinthe exposed industries, result-
inginlowernetinterestincome. Atthesametime, therewas
aslightincreasein the sale of non-lending products.

Profitability in the large corporate segment must be
strengthenedinamarketwherethereisstrongcompetitionfor
themostattractive customers. Through active prioritisation,
capital and resources are channelled to sectors, customers
and transactions which, over time, give an acceptable risk-
adjustedreturn. Large Corporatesand International, LCI, will
also continue the process that began in 2015 to rebalance 2014 2015 2016
?ts portfolio, while ensurin.g higher capital turnover with B Net loans to customers (average peryear)
increased sales of non-lending products. ] I R S Ve e

DNB will continue to be competitive across the full range == Net interest income
of financial services and aims to be a strategic adviser for a
growing number of large corporate customers and capitalise
onthe Group'swide industry expertise, products and services.
Customerswhoareserved by the businessareacontinuetohave
astrongrelationshipwiththe bankand withtheirrelationship

Developments in loans, deposits and

net interest income
NOK billion

568
550

496
393

374
376

Income from cross-sales

o . . NOK million
managers. This is shown in the annual Greenwich customer
survey, which compares the quality and market position of
the banks with which DNB competes. DNB retained its clear 6o
number one positionin the Norwegian marketin 2016 despite 7@
. e . . . . Cash Management
the ever-intensifying competition from international banks. . | B Guarantees and Trade Finance
Theannualemployee surveyalso continues to show highenga- Factoring, leasing
gementamong the employees in the large corporate units. and car financing
Il Asset managementand
pension products
STRATEGIC TARGETS . . Other Markets products
Hl Fixed income, currencies and
In order to help the Group reach its ambition of a return on commodities
equity above 12 per cent, LCI has set the following targets: EER Investment banking

M A continued reduction in risk-weighted assets
H Rebalancing the loan portfolio between sectors
M Stricter prioritisation of customers

M Increased turnover of capital 2015 2016
W Areturn to normalised loan loss levels
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Income statement in NOK million 2016 2015 2014
Net interest income 14301 15198 13551
Net other operating income 6143 6083 5721
Total income 20444 21280 19271
Operating expenses (7 856) (8053) (7 264)
Pre-tax operating profit before impairment 12588 13227 12 007
Net gains on fixed and intangible assets 24 53 21
Impairment of loans and guarantees (6734) (2108) (674)
Profit from repossessed operations 8 (67) (102)
Pre-tax operating profit 5886 11105 11252
Taxes (1589) (3221) (3488)
Profit from operations held for sale 3 2
Profit for the year 4300 7 885 7766
Average balance sheet items in NOK billion
Net loans to customers 550.4 568.1 496.2
Deposits from customers 375.8 393.0 373.6
Key figures in per cent
Lending spread” 2.23 2.18 2.20
Deposit spread” (0.06) (0.09) (0.14)
Return on allocated capital? 5.0 11.1 13.9
Cost/income ratio 38.4 37.8 37.7
Ratio of deposits to loans 68.3 69.2 75.3
1) Calculated relative to the 3-month money market rate.
2) Calculated on the basis of allocated capital, which corresponds to the external capital adequacy requirement which must be met
by the DNB Group.

Portfolio composition as at 31 December 2016"
DNB Group Large corporates and international customers
Total exposure at default: NOK 1898 billion Exposure at default: NOK 733 billion

Energy

Healthcare

39%

Hl Large corporates, 39%
EE Personal customers, 47%
SMEs, 14%

1) The diagram shows portfolio composition in terms of exposure at default (EAD).

a

Public sector

Fishing and fish farming
Trade

Manufacturing
Technology, media and
telecom

Services

Residential property
Mortgages and other expo-
sures, personal customers
Other corporate customers
Commercial real estate
Shipping

Oil, gas and offshore
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"Our customers still have a strong
relationship to LCl and to their
relationship managers.

The Large Corporates and International business area has come a long way in restructuring many
companies in an offshore industry under pressure. In 2017, Harald Serck-Hanssen, head of LCl, will
focus on a higher turnover rate and a higher return on capital in the large corporate segment.

Large corporates and international customers are
served by the Large Corporates and International
business area.

What are the mostimportant opportunities
1 andrisks foryourarea during the comingyear?
== We see opportunities within digitisation to

make everyday life easier also for large corpo-
rate customers. We have launched Vipps Invoice, Vipps
eCommerceand VippsinApp with extensive coverage
inthetransportsector. Withinourown businessarea,
we arealsolookingatopportunities tofurtherstream-
lineoperationsthroughdigital solutions. At the same
time, we need to prioritise capital better and use it
more effectively to ensure better profitability in the
large corporate segment.

Both politicaland economicuncertainty represents
risks that we need to take into accountin the period
ahead. Thereisstilluncertainty surrounding the price
of oiland volatility in the currency market. In LCI, we
have a diversified industry portfolio where we see
opportunitiesinsomeindustry sectorsand higherrisk
inothers. Foranumber of industriesin Norway, such
asseafood, alowerexchangerate has contributed to
sound profitability and a rise in investments, while
the offshore and oil service industry is still in a chal-
lenging phase. We are now seeing the importance
of our close customer relations and strong industry
expertise so that we, together, can try to find good
and balanced solutions.

What are youdoinginyourbusiness areato
2 have the right competencies?
== \We have a very competent organisation that
went through many changes in 2016, and this
will continue in 2017. The organisation has shown a
great ability to adapt in the face of new challenges.
Lookingahead, we need tofocuseven moreonattrac-
ting peoplewho have the skills we believe will become
relevantinamoredigital world. The Group has there-
foreestablishedagraduate programme thatreplaces
theformertrainee programmeandis moretailored to
theindividual businessarea. Itisalsoimportantforus
to have a good understanding of what is happening
in international markets, and we can become even

KEY FIGURES

Large
corporates and
international
customers

/33

NOK 733 billion

Exposure at
default (EAD)

30

Customer
satisfaction score

46

NOK 46 billion”

Loansto the
renewable sector

1) Figure for
theentire Group
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betteratdrawingonthe knowledge and expertisein
our international operations. Our presence outside
Norway provides us with excellent opportunities to
exchangeknowledge andinformation across national
borders.

How will you contribute to securing a healthy
3 economy for Norwegian businesses?
== We have customers in most industries in

Norway, and we make sure that it is the most
robust companies that receive financing. In order to
be a good bank for our Norwegian customers that
have operations abroad, it is important that DNB
also has an extensive international presence within
industries where Norway is an important player. We
assist Norwegian companieswith international opera-
tions through afar-reaching global network. We also
focus strongly on combatingmoneylaunderingandon
Know-Your-Customer to promote a healthy business
community which competes on equal terms.

What are you doing to further cultivate
4 initiatives related to the art of serving the
= Customer?

We have started an internal academy for our
employees. This is where our relationship managers
are trained to become better strategic advisers who
are able to find the best financing solutions for our
customers. We arealso focusing on putting together
customer teams with representatives from various
relevant parts of the Group. The management of
working capitalisalsoincreasinglyimportantformany
of our customers, and we have therefore established
a separate unit with a stronger focus on this.



2

Business review

will be an important priority for our customers and

Markets
Interview with Ottar Ertzeid, head of Markets
1 How would you describe 2016 for Markets? FACTS
Afteraweakstart, 2016 turned out to beayear our trading activities.
Markets

= With significant growth inincome and profits
for both customer and trading activities.

Our position as the leading investment firm in
Norway was strengthened. We have aleading position
inequities, bondsand commercial paperwith respect
to both market shares and customer satisfaction.
The advice from our analysts within equities, credit,
fixed-income securities, oil and macroeconomics hit
the mark, and in 2016, our customers ranked us best
at equity analysis. In Sweden, customer satisfaction
and income continued to develop favourably.

The positive trend on the stock exchanges contrib-
uted toarecordinflux of new equities customersand
high activity levels. Large fluctuations in exchange
rates, interestratesand commodity prices contributed
to the rise in customer demand for hedging instru-
mentsandincreasedincomefromall risk management
products. In addition, our own trading activities
showed a positive development.

Capital marketactivitiesrelated toarranging equity
and debt capitaland mergerand acquisition advisory
services also showed a strong trend. The build-up
of international distribution capacity for securities
enabled ustoraise capital foranumber of customers.

There was an increase in customers' use of digital
self-service solutions within securities and foreign
exchange trading.

Continued capital-efficiency measureshelpedensure
high returns on equity in Markets.

What are the most important opportunities
z and risks for your business area during the
= COMingyear?

Macroeconomicand political eventsare expect-
ed to give continued volatility in the markets. This
entails that corporate customers require advisory
services and hedging transactions within foreign
exchange and commodities.

Dueto continuinglow interestrates, customersare
seekingalternativeinvestmentopportunities, includ-
ing equities and bonds.

On the other hand, large market fluctuations may
have a negative effect on capital raising activities.
Nevertheless, we still expect market growth, since
strict capital and liquidity regulations for the bank-
ing industry make it profitable for large companies
to seek funding in the capital markets.

Over the nextfewyears, further EU regulationrela-
ting to financial instruments will be introduced. This
may contribute to highvolatility and reduced liquidity
inthe markets. Consequently, sound risk management

Markets offers
investment banking
services, including
risk management,
investment and
financing productsin
the capital markets
to the Group's cus-
tomers. By working
in customer teams
and applying good
digital solutions, the
employees provide
advice and develop
tailor-made solutions
for the various cus-
tomer segments.
Markets' market
making and other
trading support cus-
tomer activities with
products and prices.
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Good cooperation between Markets and the other
business areas in the DNB Group contributed to the
positive developmentin 2016 and will continue to play
animportantrole.

What are youdoinginyourbusiness areato

3 have the right competencies?

== Human capital is important for investment
firms, and we have succeeded in attracting

talented employees. We need to haveanappropriate

mix of skills and relevant expertise.

Changes in markets, regulations, technology and
customer behaviour mean that being flexible and
adaptableisimportant. Recruiting the best external
candidatesis combined with developing our existing
employees.

How will you contribute to securing a healthy

4 economy for Norwegian businesses?

== Byraisingequityanddebtcapitalforourcustom-
ers, we are an important contributor to value

creation for Norwegian businesses.

We provide advice on restructuring, and mergers
and acquisitions. Thus, we contribute to growth and
restructuring in a time of significant change in the
business community.

Furthermore, we help businesses manage risk and
volatilityin exchangerates, interest ratesand commo-
dity prices.

What are you doing to further cultivate
5 initiatives related to the art of serving the
= Customer?

Customer satisfaction surveysareusedactively
torefine our product offering to our customers.

Advisory and research services to our customers
are being further developed and extended both in
and outside Norway.

Ourcustomersare becoming moredigitaland have
new requirements. We will develop digital self-service
solutionsandresearch productsadapted to customer
needs.

Digital services are important for customers' busi-
nessactivities, and integration with customers'inter-
nal management systems helps simplify their lives.
New financial regulationsalso have animpactonour
customers, and we will deliver solutions that help
customers meet the new regulatory requirements.
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Wealth Management

Interview with Tom Rathke, head of Wealth Management

What are the most important opportunities
1 andrisks foryourarea during the comingyear?
== Thelow interest rate level and the fact that

people are living longer lead to an increased
need for private long-term savings. The total savings
volume in Norway will rise in a market where we are
experiencing fierce competition, with price pressure
on both mutual funds and pension products.

We have called 2017 “The big savingsyear”. During the
spring, DNB will offer its customers a digital savings
andinvestmentadviservia their mobile phones. This
solution will include an overview of each customer's
wealth, savings towards a goaland individual advisory
services. It willalso be possible to trade mutual funds
andequitiesvia thissolution. Wearealsoin the process
of creatinga good solution forashare savings account
where individual savers will have the opportunity
to use the tax exemption method for capital gains
without having to establish a separate investment
company. Small-scale savers will have a platformfrom
which to buy sharesand mutual funds without having
torealisethevaluesfrom purchasesandsales, which
will make it easier and more favourable to invest in
mutual funds and shares.

Private Banking is launching active discretionary
management in the market for large management
customers. We will continue to expand our product
offering within mutual funds, individual productsand
alternative investments.

2016 wasayear characterised by fierce competition
within pensions and employer's liability insurance,
and we expect market competition to remain tough
andintensivein2017. Pensionsare known to be achal-
lenging topic for most people to understand, and it
is therefore important for us to be able to offer good
andsimplesolutionsinordertobecomethe preferred
provider within pension savings. We have launched
the life cycle mutual fund “Live More”. This fund auto-
matically selects the combination of equities and
fixed-income securities which is best suited to the
age of each customer.

In addition, we follow Finance Norway's language
standard and simplify all communication to make it
easier to understand a topic that many find complex.

What are youdoinginyourbusiness areato
2 have the right competencies?
= Wearelookingforemployeeswhohaveastrong
desire to create good customer experiences,
combined with theability to follow through, and who
are focused on profitability and growth. In addition
to expertise within asset management, savings and
pensions, itis vital to have an understanding of how

FACTS

Wealth
Management

Wealth Manage-
ment (WM) offers
investment products,
mutual funds and
pension products to
all DNB customers.
WM also serves
DNB's high-net-
worth customers
through its Private
Banking unit. WM
aims to strengthen
DNB's position in
this fast-growing
segmentandin the
market for long-term
savings and asset
management.
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technologicaladvancesand new business models will
change thefinancial servicesindustry. Thereisahigh
tempo, anditisimportanttobeadaptableand curious.
Astreamlined organisation with employees who put
their pridein delivering with quality, is a prerequisite
forretaining existing and attracting new customers.

How will you contribute to securing a healthy
3 economy for Norwegian businesses?
=== Throughourinvestmentoperations, we want

to contributetoensuring thatcustomersavings
areinvestedinanappropriateand sustainable manner.
Responsible investments reduce risk and can give
investors a better return. We spend a lot of time on
assessing companies in our investment universe. In
addition, we areactive ownersand work toinfluence
the companies we invest in. Read more about active
ownership in the chapter Responsible operations.

Aserviceweareexperiencinggrowinginterestforin

the pensions marketis“seniorcalls”, where we contact
peoplewhoareapproachingretirementage. We offer
advice on how to plan and prepare for retirement in
thebest possible way. Thisand other skills upgrading
services have been well received in a pension market
where individuals have far more choices to consider
thanjustafew yearsago.

What are you doing to further cultivate
4 initiatives related to the art of serving the
= Customer?

With increased digitisation, parts of our
advisory services are being moved from personal
contacttodigitalarenas, and personal expertise will be
combined with advanceddigital tools. We have there-
fore launched a new digital savings and investment
adviser. Inaddition to physical meetings, we usedigital
toolstoanalyse customerdataand develop customer
insight, in close cooperation with the other business
areas. We use the skillswe have about customersand
industry sectors tocommunicateinarelevant, timely
and professional manner.

Digital Business Development is a newly estab-
lished divisionin WM. Itisimportantforusto prioritise
this area and capitalise on our potential to take part
in technological advances in the future. Customer
needs are changing, and we must constantly make
sure that we are a professional and forward-looking
adviser. By increasing our focus on new and simpler
solutions, we will beable toretain existing customers
and win new ones. We look forward to the “savings
year2017"where we canimplement furtherinitiatives
toincreaseourdigital expertiseand deliverablesinour
contactwith customers. We will make savings easier!



HR

Interview with Solveig Hellebust, head of Human Resources (HR)
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What are the mostimportant opportunities
1 andrisks foryourarea during the comingyear?
=== |n the past, DNB has proven to have a great

ability toadapt to changesinthe markets, our
competitive situationand ourregulatory framework.
We have succeeded in changing our skills and exper-
tise, and applying the experience we have built up.
Thespeed and complexity of the changes we are now
facingare challenging ourability to be fundamentally
innovative.

We are convinced that the extensive changesresult-
ing from the digitalisation of our industry, represent
at least as many opportunities as challenges. As an
organisation, ourknowledge and experience provide
uswithafantasticstarting point. The extenttowhich
we will succeed in realising the opportunities will
depend on how we are able to mobilise and develop
both our organisation and our employees.

Thereare many questions that remain unanswered.
What is the most important thing we need to do to
retain and strengthen our competitiveness? To what
extent should we hire people with new skills, and to
what extent can we train those who already work
here? How can we use external business partners
that give us access to new insight? What will we be
able to automate? There is uncertainty surrounding
what kind of knowledge and skills will be needed in
the future, so it is crucial to create an organisation
that succeeds in adapting to change.

The rapid pace of change means that employees
at all levels of the organisation must be proactive
to ensure that they remain relevant for tomorrow's
demands. Itis obvious that our overall digital compe-
tence must be improved. As an example, this means
that everyone must understand how we relate to
our customers on new platforms and must also have
a good understanding of our digital services. In addi-
tion, we need to understand and use the opportuni-
ties offered by new technology within our own field
of activity. For most of us, this means learning new
skills —and wanting to learn.

What are youdoinginyourareato havethe
2 right competencies?
= Ourjobis both to make sure that we are able
tocontributeinthebest possiblewayasanHR
unitandtoensure, on behalf of thewhole of DNB, that
our employees and organisation represent a compe-
titiveadvantage. If HR is to continue to be a strategic
partnerfortherestof theorganisation, wein HR must
alsorefineourcompetencies. Weare becoming more
specialisedand mustreflect the Group's needs for digi-
tal skills. DNB is in the middle of a competence shift.

FACTS

HR

HR's roleis to contrib-
ute to developing the
organisation and its
employees and
managers. The Group's
vision, values and
leadership principles
form the basis for
HR's work. HR plays
a key role in building
DNB's corporate
culture, employee
competencies and
leadership skills,
and administers
MBO (management
by objectives) and
remuneration pro-
cesses, pension and
insurance schemes,
DNB's personnel bank
and other employee
benefits. In addition,
HR is responsible
for recruitment,
restructuring and job
transition manage-
ment, as well as for
following up absence
due toillness and
health, safety and
environment (HS&E).
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We will continueto capitaliseon what has traditionally
been our core expertise parallel to getting on board
even more employees with an IT, design or technol-
ogy background. More than ever, we are dependent
on getting businessand technology towork together
if we are to succeed.

Atthe sametime, itis not enough to have theright
people. We must also work together in a way which
solves challenges faster, and which makes us able to
create new and innovative customer solutions. We
have gained a lot of valuable experience from the
work in our own Vipps organisation. In the future,
it will be even more important to find more flexible
ways to work together.

How will you contribute to securing a healthy
3 economy for Norwegian businesses?
== DNBisoneof Norway'slargestemployers. We
are committed to being a decent and profes-
sional employer that sets a good example in areas
suchasdiversityand womenin management. Wealso
wish to contribute actively to minimising the nega-
tive consequences of restructuring and change. We
have, forexample, aninternal job centre, whose aim
is to give employees who no longer have a job, new
opportunities either in or outside the bank. This is
about both giving eachindividual new opportunities
and ensuring that we contribute to therestructuring
society is now going through.

What are you doing to further cultivate
4 initiatives related to the art of serving the
= Customer?

Asastaffand supportfunction, everythingwe
doin HR should help increase DNB's ability to deliver
new and better customer experiences.

“The digitalisation of our
industry represents at least
as many opportunities as
challenges.”
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Vipps and Payments

Interview with Rune Garborg, head of Vipps and Payments

What are the mostimportant opportunities
1 and risks for your business area during the
= COMingyear?

Paymentsisoneoftheareaswithin bankingand
financethatisundergoing the mostrapid development
both nationally and internationally. New technology
and new regulatory parameters allow for increased
competition from both traditional and new market
entrants. In parallel to this, competitionis becoming
more international.

Theincreaseincompetitionwillcomefrom traditional
banks, majorinternational brandsandfintech companies.
The introduction of the EU directive PSD2 will be very
beneficial for customers, giving them a wider choice of
alternativesand makingiteasiertocompare pricesand
other terms and conditions. For payment service provi-
ders, PSD2impliesthatallmarket participants getaccess
tothesamecustomerdata, provided that the customers
have consented totheuseof suchdata. Thisis expected
toresultinincreased competition over customerdata by
offering customer-friendly and secure solutions.

Wetherefore expect competition tointensifyfurther,
thoughthiswillalsoopen up new opportunities. Itisalso
anticipated that the speed of developmentwillincrease
considerably through2017. Comparedto2016, thenumber
of new product launches in 2017 will be far higher.

In the course of 2016, Vipps took a leading position
within peer-to-peer payments, with more than two
millionactive users. More than30 000 SMEs and clubs
andassociations haveregisteredas“Vippsers”. Aware-
ness of the Vipps brand has surpassed 92 per cent in
Norway, and young people place Vippsat thetop of all
the Norwegian brands they use and value. “To vipps'
hasbecomea partof everyday speechamong Norwe-
gians. We will now make Vipps available in far more
payment situations, including e-commerce, invoices
and physical stores. In the course of 2017, it will be
possible to pay without the use of bank cards or cash
in many thousands of stores in Norway.

Nevertheless, we have onlyjuststarted. Ourgoalis
tobeableto offerVippsinabsolutelyall payment situa-
tions. Togetherwith ournew partners, more than100
Norwegian banks, we will develop the bestand most
convenient digital wallet for Norwegian customers".

How quickly Vipps will succeed withinawiderrange
of paymentareaswilldepend onthe user-friendliness of
thesolutionswedevelop. E-commerce currently looks
very promising, where a large number of customers
prefer to pay with Vipps. The potential for increased
income lies within corporate payments.

1) The agreement is subject to approval by the Norwegian super-
visory authorities.

FACTS

Vipps and
Payments

Vipps and Payments
is responsible for
drafting and tailoring
the strategy for future
payment solutions
in DNB. This includes
responsibility for
the mobile payment
solution Vipps.
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have the right competencies?

We arelooking foremployeeswho thrive when

thereislittle predictability,and who find rapid
changeinspiringinaunit where the reordering of pri-
oritiesisanatural part of theworkingday. Thosewho
succeed best in our area are those who are able to
simplify complex problemsand turntheseinto simple
and forward-looking solutions for our customers.

We wish to have diversity in expertise and back-
grounds where the absolutely most important
common denominator is the desire to work with
talented colleagues to develop the next generation
of competitive products.

We are constantly searching for the best people,
those who are passionate about developing simple
and straightforward solutions. We have started to
holdidea competitions, bothinternallyand externally,
tohighlight bothideasand employees. Inaddition, we
have a very good HR team that helps us to find the
expertise and personal qualities to complement and
strengthen our current team.

z What are you doinginyourbusiness areato

How will you contribute to securing a healthy
3 economy for Norwegian businesses?
== First and foremost, by contributing to simpli-

fications that increase the profitability of our
customers. Anexample of thisis paymentsolutionsfor
e-commerce. Ahigh percentage of customers (29 per
cent)do not complete a shopping process online due
tocomplicated paymentsolutions. Anotherexample
is Vipps Invoice. In 2016, 164 million paper invoices
were issued in Norway with an estimated social cost
of NOK 21 billion. This is time-consuming and costly
forboth companiesand customers. Vipps Invoicealso
contributes to many more customers paying on time
and saves companies significant costs.

What are you doing to further cultivate
4 initiatives related to the art of serving the
= Customer?

Ouraimisto make thingseasierforcustomers
and companies. Inaddition, we will contribute to more
cost-effective solutions.

Within payments, thereisawiderange of areas which
can be simplified. We have replaced customer identi-
fication numbers, account numbers, card verification
values, paperinvoices and cash with mobile numbers
and Finger ID. We will set new standards for simple
paymentsin 2017 withinretail trade and furtherrefine
themarket's simplest solutionforinvoice payments. We
lookforward toayearwith manyinnovative simplificati-
onsandaclearleading position within mobile payments.
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Interview with Liv Fiksdahl, head of IT and Operations (ITOP)
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What are the mostimportant opportunities
1 andrisks foryourarea during the comingyear?
= |TOPisthespearheadanddrivingforceformuch

of thegrowingdigitalisation thatis taking place
in DNB. The market is changing rapidly, and we are
moving from being a bank to becoming a technol-
ogy company.

In 2017, we will increase the pace of development,
create more innovation, make bold technological
choicesandexplore non-traditional forms of coopera-
tionwithfintechcompanies. Togetherwith Innovation
Norway and StartupLab”, we have started DNB NXT
Acceleratortoestablishnewand exciting partnerships
that can provide commercial opportunities for both
start-up companies and DNB.

We will complete the new API Platform?, where the
main purpose is to pave the way for the EU's revised
Payment Services Directive, PSD2. The Directive
requires banks to give third-party providersaccess to
customers'accountinformationand initiate payments
directly from the third party's own systems. This
represents challenges, but also great opportunities
todevelop new products, servicesand business models
given that we can also act as a third-party provider.

Whenwe start with cloud-based operation of Vipps,
we will get the opportunity to upscalefasterand think
bigger.

Theincreasinguse of Big Data, which makes it possi-
ble to analyse larger and more complex amounts of
datafasterand moreaccurately thanbefore, will create
opportunities for better customer insight. This will
also pave the way for cooperation with Pboth other
business areas and external market participants.

Moreover, we have started excitinginitiativesrelated
to automation and the use of robots. These will be
important contributions to reducing costs.

We will continue to develop Digital Floor, ourdigital

“dream factory”, toautomate anddigitise IT processes
and projects.

ITOP's greatest challenge in 2017 is to combine the
very highandfaster pace of ITdevelopmentwith stable
operationsand high-quality products. Itisimportant
to recruit and retain the most competent people to
stayaheadinthedigital race. Instep with thedevelop-
ment of new services, we work continually to make
information and services more secure against cyber-
attacks and other Internet crime.

1) Norway's largest incubator for technology-based startups.

2) Application Programming Interface, API, is a digital inter-
face that allows external systems to communicate with
ourinternal systems in DNB.

FACTS
ITOP

ITOPis a support
unit that administers
DNB's entire IT port-
folio and operates all
the services offered

by the bank toits
customers. The unit
isalso responsible for
the development of
new digital services

and products.
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right competencies?

The most important thing we are doing to

attract the best people, is to showcase our
technology, innovation and the digitalisation we do
inITOP, and we are working strategically with brand-
ing and recruitment. IT skills are a scarce resource in
both a Norwegian and global context, and we need
people with different professional backgrounds and
experience. Both those we have and those we are on
the look-out for, will be vital for how we meet the
digital shift.

Ateventslike Digital Challengeand Vippsathon, we
invite students towork outideas onour Digital Floor.
ITOP invests a lot of time and resources in “summer
interns” and “internship”. We see clear results from
taking in and developing young IT people in strategi-
cally important projects. Last year, we climbed one
more placeon Universum'slist of attractive ITemploy-
ers, and achieved fifth place at year-end 2016.

We think outside the box and use many different
recruitment initiatives, such as 'speed dates’, tips
campaigns, social media and fintech collaboration.

To retain our competent people, we have, among
other things, ongoing skills development, and have
established systems to find manager talents. In addi-
tion, weareworking closely with ourstrategic suppli-
ers to build internal expertise.

2 What are you doing inyourareato have the

How will you contribute to securing a healthy
3 economy for Norwegian businesses?
== When oil exploration is no longer the main

engine in the Norwegian business commu-
nity, we must look for opportunities for growth in
thedigitaleconomy. When we build digital expertise
andtechnologyforthefuture, wearehelpingto create
jobsand contribute to a positive restructuring of the
Norwegian economy.

ITOP has a great responsibility to ensure informa-
tionsecurityand make DNB a safeand secure financial
institution for customers and our business partners.

ITOP's role is also to maintain stable operations
andasecureinfrastructurein Norway's largest bank.

ITOP's suppliers must comply with DNB's clear social,
environmental and governance requirements. We
require and follow up that our suppliers meet prevail-
ing standards for labour and human rights, the envi-
ronment and ethics. Through this work, we wish to
contribute to improvements and ensure long-term
and sustainable deliverables of high quality.
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initiatives related to the art of serving the

customer? more innovation and make
ITOP is a key facilitator in the development bOld tEChnOIOgical ChOices "

of user-friendly solutions for our customers. Digital
Flooris the heart of customer-focused development
and provides customerswith the opportunity to give
feedback in the early phases of projects. When we
speed up our development activities, we also reduce
the time it takes before customers get new, good
experiences from DNB. With increased investment
in innovation related to customer insight and robo-
tics (@utomation), we are helping to ensure that both “We will continue to develop Digital
DNB's business areas and our customers get better Floor, our digital'dream factory'

) ’ says Liv Fiksdahl, here in conversation
and more tailored services. with Kate Blichfeldt Andresen.

4 What are you doing to further cultivate uln 2017 we W|” create
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Results that count

Kariin all

channels

Not only has Kari Wellerop (81) become a
hotshot at doing her digital daily banking,
she now surfs, 'snaps' and posts in all
channels. All thanks to DNB's online

banking course.

SOME OF THE COURSES OFFERED BY DNB

During 2016, some
3000 seniors who
were not active users
of the Internet bank
or the mobile bank,
were contacted
directly and invited
to a branch office
to attend a course
based on DNB's

“Guide to digital
banking services”.

DNB has also
developed “Guide to
the Internet”, where
experienced Internet
users share their best
tips with novices.

“Kortlappen” is a
digital program for

children which teach-

es them about debit

and credit cards and
that money must be
earned or saved and
putinto an account
in the bank before a
card can be used.

AValuable Lesson
isa digital learning
program and is rele-
vant for many of the
competency targets
within mathematics,
social studies, Nor-
wegian and English
and tailored to fifth
graders, but can also
be used for older
children.
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Results that count

ari Wellerop has been a DNB
customer for almost 60 years.
It has been quite a journey.

“Most thingsare digital these
daysandIthinkalarge number
of senior citizens are like me: a bit scared
about not keeping up with the times,
while feeling that there is so much more
we should know before we start to use
all these new things. When I heard that
DNB had closed down several of itsbranch
offices in Norway, I mentioned to my local
branchin Asker that they should teach us
old people how to use the Internet bank,”
explains Wellerop.

After just a few days, she received an
invitation from DNB in her letter box to
attend a course. Wellerop had used the
Internet bank for some time, but she still
gained a lot from the course.

“There are so many new products and
services, such as elnvoices and autogiros
(automatic debit transfers), and I am al-
ways frightened about doing something
wrong. The people who held the course
were marvellous and now I feel that I mas-
ter the basics,” smiles Wellerop.

overwELminG response. zven 1 D€ PpeOple who held the course
e e ety were marvellous and now I feel that
ternetasiftheyhad never done anything

elseall theirlives, there are still many who I nlaStel' the baSiCS.”

feel shut out of the digital community.  Ar| WELLEROP

According to Statistics Norway, 820 000
Norwegian adults state they have weak
digital skills, and the elderly constitute
alarge part of this group.

Lastyear, all of DNB's senior customers
who were not active users of the Internet
bank, were invited to a branch office to at-
tend a course on digitalbanking services.

“We have offered Internet bank courses
for many years, but what we did differ-
ently in 2016, was to take direct contact
with all our ‘non-digital’ customers and
invite them to a course. Some 3 000 cus-
tomers attended one of our courses last
year,” says Trond Bentestuen, head of Per-
sonal Banking, adding.

“The response has been overwhelming.
The use of the Internet and new techno-
logy can help make daily life easier and
prevent loneliness. Based on the feedback
we have received from our courses, older
adults are becoming increasingly keen to
try out new things. Inaddition tolearning

52



1. Delighted: Kari Wel-
lerop has been on a DNB
course and can now
safely surf the web, also
on her mobile phone.

2. Primus motor: Trond
Bentestuen, head of
Personal Banking, here
talking with Berit
Bergersen, emphasises
the importance of older
adults learning more
about digital banking
services.

3. Internet surfing: It is
not only digital banking
services that older adults
can benefit from learn-
ing about. Buying and
selling and information
sharing increasingly take
place online.

howbanking services canbe done online,
we are seeing clear signs that many older
adults will greatly benefit from learning
more about the Internet in general and
about the doorsit opens,” says Bentestuen.

DNB has played an important role in
Norway's digital development.

“Today, our customers have become pret-
ty good at using self-service solutionsand
can performbanking services on their PCs,
tablets and/or mobiles. However, it is not
just banking services that have become
digitised. Buying and selling travel tick-
ets, whether holidays or public transport,
is now done almost solely online. Public
authorities also assume that citizens are
digital and able to use self-service solu-
tions,” says Bentestuen.

A SOCIAL RESPONSIBILITY. According
to the Norwegian National Institute for
Consumer Research, 63 per cent of older
adults wish to become better at using a
computer and the Internet. This is why
DNB is the first bank in the world which
has taken this one step further and de-
veloped the “Guide to the Internet”.

“The guide explainshow you can use the
Internet to book holidays, listen to music
and the radio, watch TV and films, keep
in touch with family and friends, and
much more. The purpose of the guide is
to explain new digital services so that it
is easy to understand what they are, what
functions they have and how they replace
former solutions or add something new,”
says Bentestuen.

The “Guide to the Internet” was made by

Learning

DNB via social media, first and foremost
using Facebook, inviting web-savvy cus-
tomers to give their best tipsand advice to
those who havelittle experience in using
the Internet. The user's guide is available
in both a digital and a print version.
“Weregard it as a social responsibility to
include people in the digital community.
It is not okay to be left outside of an in-
creasingly digital world,” says Bentestuen.

LARGEUNTAPPED POTENTIAL. Accord-
ing to the Norwegian Daily Banking Sur-
vey 2016, the percentage of customers in
Norway over 66 years of age who use the
Internet bank, has increased from 53 per
cent to 75 per cent in the course of the last
four years. The percentage using the mobile
bank has increased from 9 to 19 per cent
in the same period. However, according to
figures from Seniornett, a Norwegian as-
sociation promoting thelearning of digital
skills to seniors, as many as 400 ooo Nor-
wegians have never been on the Internet.
“Even though more older adults are using

digital services, thereis still alarge untap-
ped potential here. In our experience, age
isnot the defining factor in mastering our
new digital lives, but experience, interest
in and access to help,” says Bentestuen.

Vipps, which today is used by more than
2.1 million Norwegians, is an example of
asimpledigital banking service that still
hasuntapped potential in the older part
of the population.

According to Trond Bentestuen, people
over the age of 60 is the Vipps user seg-
ment that will grow the most.
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OTHER COURSES OFFERED BY DNB:

Children's
banking licence

From an early age, children go
shopping with their parents and see
that they pay with plastic cards. DNB
wishes to help teach children where
money comes from and thatitis nota
never-ending resource, and therefore
recommends that children take

“Kortlappen” a sort of banking licence,

before they start using their first debit
card. Children can have their first
debit card in the bank from the age of
tenif their parents agree.

Find out more about Kortlappen
here: DNB.KORTLAPPEN.NO

A Valuable Lesson

More than 900 schools have
included the digital learning program
AValuable Lesson as part of their
curriculum in 2016/2017. The purpose
of AValuable Lesson is to ensure that
children learn money management
skills, thereby preventing payment
problems being passed down from
generation to generation.

AValuable Lesson is a digital learning
program developed by DNB with sup-
port from the Norwegian Red Cross,
which is quality-assured by the Univer-
sity of Agder. The content is relevant
for many of the competency targets
within mathematics, social studies,
Norwegian and English from the fifth
to seventh grade (9 to12 year olds).

Check out LAEREPENGER.NO for more
information about the digital learning
program.

Courses organised by
DNB Markets

Markets offers courses via webinars
and web TV broadcasts for private
individuals. Courses offered are on
topics ranging from equity trading,
research, market updates and macro
events to company presentations. In
addition, Markets teaches companies
and institutions about foreign
exchange, fixed-income securities
and commodities and holds topic
seminars about markets, products,
risk management and regulations.



Brand ambassador

DNB's brand ambassador
programme is an internal initiative
whereby DNB employees each year
select 100 colleagues to be brand
builders. The network of brand
ambassadors will help build a
culture characterised by employee
engagement and customer
orientation, while being a driving
force of change.

Henrik Jacobsen is one of them.
He works as a start-up pilot for
entrepreneurial companies.

What do you think is important
if DNB is to create long-

term value and how can you
contribute?

“DNB can offer so much more
than banking products, and we
have to be innovative about how
we can use our position and
expertise to help entrepreneurs. As
a start-up pilot, | have a fantastic
opportunity to put budding
entrepreneurs on the right track
and perhaps help more of them
succeed. At the same time, | can
help establish DNB as a reliable
partner, one which accompanies
both the person and the company
through their entire journey.

Brand ambassador

“If we are to
successfully promote
innovation and
entrepreneurship, we
must be innovative

ourselves.”
HENRIK JACOBSEN
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Materiality analysis

DNB is dependent on trust and a good reputation. Trust is built when the Group's stakeholders
have confidence that DNB, over time, will create value for both the Group itself and for society.

T he Group's key stakeholders: customers, public
authorities, shareholders, employees and soci-
- ety atlarge, have expectations regarding how
DNB exercisesitsroleinsociety through,among
other things, its product and service offering, infra-
structure and role as an employer. DNB will build trust
by being open about how it works to meet stakeholder
expectations.

INTEGRATED REPORTING

DNB established an integrated report for the first time
for the 2015 reporting year, whereby the stand-alone
corporate social responsibility report wasintegratedin
theannualreport. The goalwastogivea holistic picture
of DNB'svalue creation. Forthereportingyear2016, DNB
hastakenastepfurtherbyestablishingacomprehensive
materiality analysis thatincludes more than traditional
social responsibility topics. It showsa prioritisation of the
long-term challengesfacing DNBandisintended to give
anoverall picture of the challengesthat have the greatest
impact on DNB's future value creation. The materiality
analysis replaces the materiality analysis from 2014 and
is the basis for DNB's responsible operations and input
to DNB's future strategy work.

The work on the materiality analysis in 2016 is based
on the framework forintegrated reporting established
by theInternational Integrated Reporting Council, IIRC.
Theframework has helpedto clarify whichinputfactors
and associated challengesareimportant toensurelong-
termvaluecreationfor DNBandfor DNB's stakeholders.

DNB's challenges have been defined based on the follo-

wing input factors (types of capital):

M Financial assets and values

Bl Systems and processes which enable effective
management

B Employees and their skills and motivation

W Customers'loyalty and perception of DNB

W The status of the society in which DNB operates,
and relations to key players

Based on theinput factors, an analysis was prepared
of the challenges the Group must resolve to ensure
long-term value creation. The following topics were
the basis for the analysis:

W Regulatory requirements

B DNB's strategic platform

B Feedback from external and internal stakeholders
M Global and national challenges

56

B DNB's support to global initiatives
M Specialist literature and best practice analyses

THE TOPICS THAT FORMED THE BASIS FOR

THE ANALYSIS

The analysis was first presented to a number of external
andinternal stakeholdersinastructured dialoguewhere
theyweregiventheopportunity tospeakfreelyaboutthe
challenges. Thechallenges were thereafterrankedin order
of priority based ontheirrelativeimportancetolong-term
value creationfor DNBandforsociety. Contributionsfrom
the stakeholders were weighted differently. Customers
andshareholderswere given the highest weight, thenthe
authorities, employees and society at large. The stake-
holders were particularly concerned about how DNB
safeguards its role in society. As Norway's largest bank,
DNBplaysakeyroleinfilling the social role of thefinancial
services industry. Few industries have so many contact
points with the Norwegian population as the financial
services industry. In addition, the Group's largest share-
holder, the Norwegian government, represented by the
Ministry of Trade, Industry and Fisheries, expects DNB,
as a Norwegian bank, to take a particular responsibility
towards the Norwegian population.

The complete analysis and the most important chal-
lenges have been considered and approved by the group
management team and the Board of Directors and
provide the basis for the work on and reporting of the
Group's responsible operations. The updated material-
ity analysis has been prepared in accordance with the
GRI4 guidelines. The key findings in the analysis can be
groupedinto three main challengesrelated to customers,
employeesand society, and are the basis for the further
division of this chapter:

B Master the art of serving the customer: is about
customers being given what DNB promises, and prefer-
ablymore. This entails that the Group must deliver future-
oriented and responsible products and services.

B Have the right competencies: is about having
committed employees who know that they are helping
tofulfilDNB'sroleinsociety. This means that the Group
must attract and develop people with the abilities and
the knowledge needed to contribute to the changes
facing the financial services industry.

W Contribute to a healthy economy: is about how
DNB can use its competencies and resources to help
solve long-term social challenges. As Norway's largest
bank, DNBhasa particularresponsibility for promoting
a financially sustainable Norwegian society.
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Prioritised challenges
Materiality analysis

Important challenges

M Ensure automation of processes
M Ensure privacy protection and information security

M Ensure equality and diversity
M Protect labour rights and the working environment

M Contribute to local communities

M Prevent financial crime

M Ensure regulatory adaptation

M Ensure eco-efficient operations

M Ensure responsible procurement

M Ensure financial inclusion and distribution
M Secure the financial infrastructure

IMPORTANCE TO SOCIETY

Master the art of
serving the customer

@ @ Have the right
@ @ competencies

o

Ensuring profitability and financial strength is deliber-
atelynotincludedinthe materiality analysis because the
targetsintheseareasarewell established and communi-
cated, andarea prerequisiteforsuccessinthe otherareas.

BACKGROUND FOR THE ANALYSIS

DNB's strategy

DNB's strategic platform consists of the Group's vision,
values and a shared customer value proposition. The
strategy emphasises capital efficiency, customer expe-
rience and corporate culture. Read more about this in
the chapter DNBin brief on page 7.

DNB's stakeholders
The financial services industry is changing and facing
new requirementsfromavariety of stakeholders. Feed-
back from stakeholders will therefore beanincreasingly
important part of the work to ensure long-term value
creationin the years to come.

Having a dialogue with stakeholders and integrating
theirinputin the decision-making processes that affect
them is an ongoing part of the Group's operations.

See an overview of DNB's stakeholder dialogue in 2016
in the sustainability library (link below).

Regulatory requirements
Section 3-3cof the Norwegian Accounting Act sets requi-

IMPACT ON DNB'S LONG-TERM VALUE CREATION
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Most important challenges

M Ensure good customer experiences

M Keep up the pace of innovation and secure the ability
to meet new customer needs

M Provide ethical products and services

W Ensure engaged employees
W Promote adaptability and change capacity
W Attract and develop talents

W Promote innovation and restructuring in the Norwegian
economy

MW Promote financial literacy

M Integrate and promote sustainability considerations in
operations

M View risks and opportunities in a long-term perspective

M Ensure openness and transparency

Contribute to a
healthy economy

rements for reporting related to human rights, labour
rights and social conditions, the external environment
and the fight against corruption in business strategies,
daily operationsandinrelationto stakeholders. Section
3-3aofthe Norwegian Accounting Actalso setsrequire-
ments for the reporting of non-financial and key perfor-
manceindicators, including environmental requirements,
equal opportunitiesanddiscrimination. DNB meets regu-
latoryrequirementsforreporting throughitsintegrated
annual reporting and through reporting according to
the Global Reporting Initiative (GRI).

Support to global initiatives
DNB has chosen, in addition to following Norwegian
standards, to support and participate in a number of
globalinitiativesandinternational guidelinesto ensure
responsible operations. Such initiatives are important
forlearning, knowledge sharing and influencing. They
also provide input to DNB's long-term value creation.

Read moreaboutall theinitiatives DNB supportsand
participatesinatdnb.no/en/about-us/corporate-social-
responsibility.html

One of the new initiatives joined by DNBin 2016 is the
United Nations'17sustainable developmentgoals. When
identifying the most important challenges for long-
term value creation (the materiality analysis), develop-
ment goalsand theirimpact on DNB's value chain were
evaluated.


www.dnb.no/en/about-us/csr/sustainability-library.html
www.dnb.no/en/about-us/corporate-social-responsibility.html
www.dnb.no/en/about-us/corporate-social-responsibility.html
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The United Nation's 17 Sustainable Development Goals
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Three of the development goals are particularly rele-
vant to the Group's challenges relating to long-term
value creation and to how DNB can make a difference:

Goal 4. Ensure inclusive and equitable quality education and
promotelifelong learning opportunities forall. DNB will contrib-
ute through the learning program “A Valuable Lesson”,
whichaimstogive childrenandyoungpeopleabasicecono-
micunderstanding regardless of social background. Read
moreabout DNB'svarious training programmeson page 50.

Goal 8. Promote sustained, inclusive and sustainable economic
growth, full and productive employment and decent work for all.
DNBwill contribute toincreasing economic productivity

byarranging capitalforinnovationandrestructuringin

Norway, among other things by supporting entrepre-
neurs. Read more about how DNB connects ideas with

capital on page16.

Goal 13. Take urgent action to combat climate change and its
impacts. DNB will counteract, adapt to and reduce the
impacts of climate change, as well as strengthen know-
ledge and awareness of this, which includes arranging
green bonds, green mutual funds and investments in
renewable energy. Read more about DNB's renewable
commitment on page 80.

GLOBAL AND LOCAL DEVELOPMENT TRENDS

Both globalandlocal developmenttrendsinfluencethe
DNB Group'sstrategy, value creation and business model
today and in the period ahead. The changes represent
both risks and opportunities for the Group and require
that DNB adapts its operations. The most important
changesinclude:

Changes in customer behaviour

B Thenew bankingrealityisdigital,and the mobile phone
isthe technological winner. Today, very few customers
visit the physical branch offices.

B Customersare thedrivingforces behind digitalisation,
and their key requirements are simplicity, availability,
quality and user-friendliness.

H Technological developments have made the journey
fromidea to product launch very short.

M Digital information is personalised and adapted to

GENDER
EQUALITY
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DNB ASA supports the United Nations' Sustainable Development Goals.
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each individual customer.

B New solutions are offered to everyone, also to non-
customers.

B Competitionisincreasingasnew playersare challeng-
ingthemost profitable productareas, and the toughest
competitionisnow coming from companiesoutside the
traditional banking sector.

Regulatory framework

M Stricter capital adequacy requirements mean that
DNB must have more capital behind every krone lent
toits customers.

MW The supervisory authorities (national and others)
require more complex and frequent reporting.

B DNBoperatesinasectorwith strict regulatoryrequire-
ments, but new players that are not comprised by the
same type of regulations, may enter this market.

H The EU's payment services directive, PSD2, requires
thatbanks give third party providersaccess to customers'
account information and the opportunity to initiate
payments directly from the third party's own systems.

Macroeconomics

M In periods of recession, corporate earnings arevolatile,
thereis higherunemployment, more bankruptcies and
ariseinimpairment losses for the banks.

M Effective communication, mobility and information
sharingare making the world smaller, while thedivision
of economic power is changing.

B Greater politicalagreement on measures to limit the
emission of greenhouse gasesincreases therisk of requ-
latory, commercial or technological shifts which may
influence DNB customers' business operations.

W Urbanisation and demographic and social develop-
ments change the lifestyle of private individuals and
result in a new competitive situation for companies.
Higher life expectancy and longer education increase
the dependency burden on the productive part of the
population, whichleadsto greaterinterestinsavingfor
retirement and elderly care.

B The global increase in wealth creates a larger middle
class with special requirements and expectations.

Link to the sustainability library:
DNB.NO/EN/ABOUT-US/CSR/SUSTAINABILITY-LIBRARY.HTML


www.dnb.no/en/about-us/csr/sustainability-library.html
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Aresponsible investor

How investment helps to make the world a better place

E very minutearound the clock, sharesare bought

andsoldworldwide. Likea bounding pulse, graphs

== rise, peak and fall as the value of commodities,

companies and industries is defined with red or

black numbers in a complex interconnected market

where everything from politics to nature affects the
direction of the graphs.

Almostanything can beboughtandsold ontheworld's
stock exchanges. But is this right?

This is one of the questions Janicke Scheele, head of
responsibleinvestmentin Wealth Managementin DNB,
considers every single day.

“DNB has its own guidelines for ethical investments.
These follow, on the whole, best practice in the market,
as defined by the Government Pension Fund Global,”
says Scheele.

Climate trend. DNB's guidelines are to ensure that the
Group does not invest in companies which contribute
to serious violation of human and labour rights, grave
harm to theenvironment, unacceptable greenhouse gas
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emissionsand serious corruption. Mining companiesor
power producers which largely base their operationsor
income on thermal coal, mayalso beexcluded. DNBalso
steers clear of companies which manufacture controver-
sial weapons, tobacco and pornography.

"Asanasset manager, we have three policyinstruments
we can use to bearesponsible investor: exclusion, posi-
tive screening and active ownership,” says Scheele.

Atyear-end2016,129 companieswere on DNB's exclusion
list.210f them had breached DNB's environmental criteria.

“Theinterestin climatic problems has grown over the
past year, and in the wake of the Paris Agreement and
the UN's Sustainable Development Goals, customers
expect that sustainability is part of acompany's profile.
We have long had two environmental mutual funds:
DNB Grgnt Norden and DNB Miljginvest. The first fund
actively excludes companies with direct exposure to
fossil energy and actively includes companies with an
environmental profile. DNB Miljginvestinvests globally
in renewable energy and energy efficiency,” explains
Scheele. As a step in reducing climate risk and carbon

Sustainability and a
long-term perspec-
tive are guiding stars
in DNB's work to
promote responsible
investment. Janicke
Scheele, head of the
Responsible Invest-
ment Department in
Wealth Management.



footprint,and according to best practice, DNB chose, in
January 2016, tointroduce climate and coal criteriainits
guidelines for responsible investment.

Sustainability integrated in corporate governance.
Martin Skancke, chairman of the board of the UN-support-
ed Principles for Responsible Investment, PRI, confirms
the climate trend:

“Climate s currently one of the most central topics for
thefinancial servicesindustry. Itisnotjustaboutgetting
rid of fossil energy sources, but about developing re-
newable energy. There are tremendous opportunities
for investors, but also risks, as some companies profit
fromrestructuring, while others succumbto thechanges.
Investors have to ask themselves what their responsi-
bility is. What can they do that serves the interests of
both their customers and society? PRI's aim is to get
sustainable reporting integrated in financial reporting.
Onlythencan potentialinvestorsassesshow robustthe
companies actually are,” explains Skancke.

In the autumn of 2016, he participated in a dialogue
the bank had with external stakeholders, togetherwith
some of Norway's most prominent journalists and busi-
nessleaders. DNB's goalwasto gatherinputonhow the
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“Climateis currently
a key subject for the
financial services
industry, offering
tremendous oppor-
tunities for investors,’
says Martin Skancke,
chairman of the board
of the UN-supported
Principles for Respon-
sible Investment, PRI.

bank should develop further, and Skancke contributed
with his extensive experience from the field of respon-
sible investment. He points out:

“Those who have power must also take responsibility.
And we canask ourselves how responsible the financial
community is for creating a better world."

How responsible is DNB?

“DNB is a large institution, and we can probably say
that it has a greater responsibility than many others.
DNB's success depends on a generally healthy Norwe-
gianeconomy. The bankreflects the Norwegian society.
DNB should, therefore, always think holistically as an
investor,” says Skancke.

“We believe that we do this,” says Janicke Scheele and
elaborates: “Forexample, itisnotalways best to exclude
companies. Asactiveowners, we caninvestinand influ-
ence companies that are in the process of becoming
sustainable. In this way, we contribute towards greater
accountabilityand good returns. Weare oftenin dialogue
withacompany's management throughouttheyear, and
we use our voting rights actively in general meetings.”

Read moreabout DNB'sworkwithinresponsibleinvest-
ment on page 74.
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ENSURE GOOD CUSTOMER EXPERIENCES

WHY THIS IS MATERIAL
Customersaresome of DNB's mostimportant stakehold-
ers.Todelivergood customer experiences every single day
isnecessaryinordertogain trust, high customersatisfac-
tionandloyalty, andis critical to DNB's existence. Custom-
ers increasingly expect good experiences, driven by the
paceof changeandinnovationinotherindustriesand by
new market entrantsin the financial services industry.
Positive customer experiences make DNB more attrac-
tive to both existing and new customers and are there-
fore important for loyalty and new sales. DNB's aim is
that customers shall have such good experiences that
they talk positively about and recommend the bank to
others. Thisishow DNB will giveits customersextravalue
among market participants offering the same prices
and terms and conditions. It should be easy to become
and remain a customer of DNB, and customers should
experience that the bank is there for each one of them,
and is trustworthy and helpful. The individual business
areasare responsible forensuring good customer expe-
riences in their own sphere of responsibility. The brand
management division in Corporate Communications
is responsible for brand experience at group level and
supports the business areas' work.

POLICY AND APPROACH

To find out whether DNB takes the right choices for its
customers, it is important to involve the customers
themselves. Measuring how satisfied customers are
gives a picture of whether or not DNB is succeeding in
the market. However, this does not necessarily provide
the answers to what the Group has to do differently to
better succeed. Therefore, it is becoming increasingly
common to involve customersin product development
and to make adjustments based on theirfeedback. Based
onthis, DNB has,amongotherthings, employed service
designerswho workwith product developmentin all of
the bank's customersegments. The designers are hired
for their ability to design simple, easy-to-use solutions
that meet customer needs. More service designers will
be employed in the period ahead.

DNB measures preference towards the Group and
perceived customer experiences based on a number of
target indicators among own customers and non-cus-
tomers. The two key target indicators in 2016 were the
customer satisfaction index, CSI, which measures how
satisfied DNB's own customers are, and the reputation
score, which measures how the population perceives
DNB as a company and as a brand. These are seen in
the context of otheroverarching preference and loyalty
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targets. Insight from customersatisfaction and reputa-
tion surveys is key to the further development of DNB
and for the priorities that must be made. Based on the
resultsof the surveys, concreteaction recommendations
aredeveloped, which are considered quarterlyatgroup
levelandinthevarious customer segments. Theresults
of the customer satisfaction index and the reputation
survey are published in the Group's quarterly reports.

Inaddition, customersatisfactionis measured by follow-
ingup customersstraightafterthey have beenin contact
with the bank. Customers who have taken out a home
mortgages, purchased savings or insurance products,
called the customer centre, visited a branch office, been
throughaclaims processorused DNB'sonlinechatservice,
answer questions to give feedback on the specific experi-
enceorservice. Inaddition, advertisingcampaigns, events
and other specific customer initiatives are evaluated.
Avariety of systems and methods are used, which are
adapted to each channel, service or customer segment.

Thesolution thatgivesthehighestnumberof responses
from customersisatext message service which DNB has
developed in cooperation with Telenor, and is sent to
customerswho have contacted DNB by phone. Negative
feedback in this survey is followed up manually by the
managers working in the customer centre.

If customers have complaints, the aim is to always
addresstheseatthefirst point of contact. Nevertheless,
therearecaseswhere thecomplaint mustbedealtwith
by DNB'scomplaints departments. The people whowork
in these departments aim to turn negative customer
experiences into something positive.

Inordertounderstand customers'evaluationsandgain
more insight in customer needs, the Group conducts a
number of different surveys. Overarching surveys of
underlying drivers and in-depth analyses of customer
segments and product areas are carried out to under-
stand customerneedsrelated to, forexample, aservice or
channel/interface. Arange of methods, both qualitative
and quantitative, are used to understand the under-
lying needs that are essential to meet to ensure good
customer experiences.

EVALUATION OF RESULTS IN 2016

The target for the reputation score in 2016 was 70 points,
whileitwas 80 points for the customer satisfaction index.
The reputation surveys showed a negative trend in 2016.
Customer satisfaction among personal customers was
73 pointsatyear-end 2015, whereasitwas 67 pointsinthe
fourthquarterof2016. Thereputationscorewas70.1points
atyear-end 2015 and 64.0 points in the fourth quarter of
2016. Themainreasonforthedeclinein boththe customer
satisfaction index and the reputation score was single
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major issues and measures which had a direct impact
on perceived customervaluefortheindividual customer.
Panama Papers and the Dakota Access Pipeline must be
mentioned amongtheseissues, while price changes, such
asfeesfor ATM withdrawals, negatively affected perceived
customer value. The Greenwich Quality Index showed
that customer satisfaction increased in 2016 among the
bank'slarge corporate customers,and DNB received the
bestscoreamong thebanksin Norway inthissurvey. The
Personal Banking business area also reported positive
feedback due to good customer experiences at contact
pointssuchasthe Group's customer centreand customer
advisers, general availability and digital contact points,
such as Vipps and chat.

AMBITIONS
In2017, the evaluation of total customer experiences will
beextended toinclude many of the new contact points.
Thetargetfor2017isa customersatisfactionindex of 78
points and a reputation score of 70 points. In order to
furtherimprove customersatisfactionand reputation, it
willbeimportanttodelivergood customerexperiences
that prove that customers can have confidence in DNB,
that the Group delivers relevant products and services,
andthatitissimpletobea DNB customer. The bank must
provetoitscustomersthatitactsintheirbestinterests
throughits actions and product and service offerings.
Read more about customer experiences below and
in the section "Provide ethical products and services".
Information on customer satisfaction for large corpo-
rates and international customers can be found in the
business review on page 40.

KEEP UP THE PACE OF INNOVATION AND SECURE
THEABILITYTO MEET NEW CUSTOMER NEEDS

WHY THIS IS MATERIAL

DNB, like the financial services industry in general, is
experiencingrapid changesinitssurroundings. Thereis
asteady streamof new technological solutions and new
marketentrantsfromothersectors, customerexpecta-
tionsarechanging, and DNBisfacing new requirements
due to changes in regulations. The changes entail chal-
lenges, but also offer new opportunities. The digital
shift in society is affecting all of DNB's business areas
and support units, and it is necessary to deliver swiftly
and meet new customer needs in order to survive as a
bankinthelongterm. DNB musteffectively identify and
realise new business opportunities, while continually
improving and automating existing operations.

POLICY AND APPROACH

The pace of innovation and the ability to deliver on new
customer needs is about developing future-oriented
solutions that keep up with customer habits and needs,
changes in the market and the regulatory framework
and new offerings from new and traditional competitors.
DNB must capitalise onexistingand new customer data
toincreasesales, profitabilityand customer satisfaction
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through increased relevance and personalisation.

TheBoard of Directors defines, together with the group
managementteam, the mostimportantstrategicinitia-
tives toreach ambitions and goalsin light of the digital
shift. These are operationalised in the business areas
and supportunits, and development needs are defined
torealise goals and plans. IT presents the proposals to
the group management team on a quarterly basis for
approval of related ITinvestments. Importantstrategic
clarificationsin connection with goalsand plansarealso
elevated to group management on an ongoing basis.
Based on guidance from the Board of Directors about
whatwill beimportantforthebankinthefuture, group
management has approved and initiated seven group
projects. The projects comprise, among other things,
better use of customer insight, a faster pace of innova-
tion and preparation for compliance with the Payment
Services Directive, PSD2. Each of the projectsis directly
owned by a group executive vice president, and since
many of the consequences of the projects will affect
the entire Group, the entire group management team
represents the Steering Committee.

During2016, DNBworked toincreaseits capacity within
digitalisationandinnovation. One of the measureswas
to establish the Digital Floor. This floor is used for time-
limited digitisation activities such as design sprints,
scoping and solution workshops in projects, as well as
high-prioritydigitisation projects. Inaddition, dedicated
employees (service designers, sprint facilitators and
innovation specialists) are hired and trained to facilitate
and drive these activities forward.

Another initiative is to implement new working
methods such as agile, devops? and design-driven
product and service development. All development of
new customerfunctionality isnow based on one ormore
of these methods, and the result is better customer
experiences and faster time-to-market.

DNBhasstartedaninternalacademytotrainaccount
officersinthecorporate customerunits to become better
strategicadviserswithintotalfinancing solutions. DNB s
alsoplanningto puttogethermoreintegrated customer
teamswith representativesfromvariousrelevant parts
of the Group. The management of working capital is
also increasingly important for many customers, and
a separate unit has therefore been established with a
stronger focus on this.

EVALUATION OF RESULTS IN 2016

In2016, Vippsand home mortgage digitisation were the
largest projectsthat weredeliveredin thisway. Theresult
isthattheareas of applicationforVipps have expanded
rapidly, such as “split a bill", e-commerce payments to
companies, in-app purchases and invoice payments.
In 2016, DNB achieved an even stronger position in the
Norwegian market, entailingafour-fold increasein usage,

1) Development methodology with ongoing releases up until
production, based on close collaboration between development
and operational resources and a high degree of automation.
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with1.1million new Vipps customersin2016. Vipps Invoice
was launched in 2016.

Within home mortgage digitisation, DNB has so far,
probablyasthefirstbankintheworld, managed toachieve
afullydigitised processforextending existing mortgages,
from application to payment on account. The new refi-
nancingsolutionisfarsimplerandfasterforcustomers.In
addition, the proportion of digital refinancing applications
hasincreased, whilethe processingtimehasbeenreduced
duetothenewsolution. DNB Marketsis experiencingan
increaseintheuse of digital self-service solutions within
securities and foreign exchange trading.

Innovation and development affects everyone in the
Group, which iswhy thisis reported onin the quarterly
employee surveys. Employees' perception of the inno-
vation status in the organisation gives an indication of
how well this is rooted in all parts of the Group. In the
latest survey, in the fourth quarter of 2016, the score
was 82 points. No target was set for this score in 2016.

Cooperation with start-up companies was also
an important factor within innovation in 2016. DNB
started NXT Accelerator and will eventually launch the
DNB Fintech platform to identify possible cooperation
opportunities with promising Norwegian fintech and
technology companies. Asthe bank becomes even more of
atechnology company, it will be natural to use the same
methodsastheworld'sleading technology companies to
drive innovation. These companies constantly identify
andacquire promising companieswith technology which
fitswellinto theirstrategy, with theintention toimprove,
furtherdevelop orinnovate the company's business model.
DNBseesitasanopportunity to partnerwith technology
companies to swiftly create the best customer experien-
ces. Read more about DNB NXT Accelerator on page 16.

Toretainexisting customersandattract new customers
inboth the personaland corporate markets, itisimpor-
tant that DNB continues to invest in better customer
experiences. Thecompanies that win customerloyaltyin
thelongrun, arethosewho managetosolve customers'
problemsinthe best manner. This means putting custo-
mer needsfirstand seeing the profitability of a product/
serviceinalongerperspective. Anexampleis person-to-
person payments, where the launch of Vipps has helped
tomakeeveryday life easierfor customers. Eventhough
thebankdoes not make money through this Vippsservice,
it has created a user base which DNB can capitalise on
through other solutions, such as Vipps Invoice.

AMBITIONS
Inthe personal customer market, the mainambition for
2017 is to be able to offer all of the bank's services wher-
ever the customeris. This means on mobile phones, via
the24/7 chat service with immediate response, person-
alised advice and services, and swift responses to appli-
cations and requests. The main channels will be Vipps,
the mobile bank and chat. The aim s that Vipps Invoice
willbeadopted by anincreasingnumberof personaland
corporate customers.

In the corporate market, the focus is on neutralising
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the lead the Group's main competitors have in the field
of cashmanagement, offering digital versions of existing
manual advisory services, contributing to the full digi-
tisation of customer processes (such as digital signing of
alldocuments), as well as offering better credit services
(forexample, proactive overdraftfacility when the bank
seesthatacompanyisheadingintoashort-termliquidity
squeeze, and invoice purchases). In addition, real-time
paymentswill beimplementedforall customersegments
and key currencies, and customers will be offered better
and more automated accounting and ERPY functions
through cooperationand competition with accounting
and ERP suppliers.

PROVIDE ETHICAL PRODUCTS AND SERVICES

WHY THIS IS MATERIAL

DNB hasaresponsibility to help ensure that the banking
industry delivers ethical products and services and has
to make conscious choices related to what should be
offered, how thisisdelivered and towhom. The choices
DNB makes affect individuals, society, companies,
industries and financial stability in Norway, and will in
turn affect the confidence the surroundingworld hasin
DNB. DNB's existence is dependent on trust from all of
itsstakeholders. Trustisearned ordamaged when DNB
delivers products and services that surpass, or deviate
from, what is expected.

POLICY AND APPROACH

DNB's group policy for corporate social responsibility
is normative for all product and service development.
Underthe policy, DNBiscommitted to takeintoaccount
sustainabilityand ethicsinallitsactivities, including the
development of productsand services, advisory services
andsales. Thegroup guidelinesfor product development
arepartof therisk management framework. In addition,
Norwegian laws and regulations and expectationsfrom
stakeholders must be observed. Thegroup guidelinesfor
ethics (the code of ethics) are intended to contribute to
increasingtheawarenessofand compliancewith the high
ethical standards which are required to be observed by
DNB employees. Afundamental principle is open, clear
and truthfulcommunication which safequards customer
interestsinconnectionwith salesandadvisory services.
Both the group policy for corporate social responsibility
and the code of ethics are approved by DNB's Board of
Directors of DNB. Read more about thisunder Corporate
governance from page 88.

DNB requires that its employees comply with high
ethical standards. Thisis of value both for the Group as
awholeandfortheindividualemployee, andisregarded
as part of the responsibilities DNB has as a player in
Norwegian society. Ethical topics are emphasised in
all partsof the organisation, somethingwhichisregarded

1) Enterprise Resource Planning systems: systems that are used
for resource management, planning, budgeting, goods flow and
inventory management.
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asaconsiderable contribution to maintaining the neces-
sary trust from the outside world. DNB is working
together with other players in the financial industry
to promote a marketing standard for the industry with
respecttocredit cardsand consumerloansto clarify the
significance of responsible credit card use.

Animportant task is to implement ongoing measures
aimedatallemployeesin Norwayandintheorganisation's
international operations to ensure the right attitudes.
Based on arisk-based approach, targeted initiatives are
implemented in those parts of the organisation which
aredeemed to be most exposed to ethical challengesand
potential breaches of the law. This applies particularly
to those parts of the large corporate and SME business
areasthathave considerable exposuresincountries with
a higher level of corruption or lower protection of the
environmentorlabourrightsetc.,aswellastotheunitsin
DNBwhich buy productsand servicesfrom such countries.

Trainingand otheractivitiesare tailored so thatemploy-
eesknow whatisexpected of them. Theimplementation
of such training is mandatory for allemployees, bothin
and outside Norway, and managers have a particular
responsibility for following up their employees in this
respect. Inaddition, ethicsisakey topicintheintroduc
tion programmesfornew employeesand new managers.

In the personal banking market, it is important that
DNB offers products and services which are tailored to
theindividual customer, and that the customers getthe
information they need to make the best possible choices.
In cooperation with the rest of the financial services
industry, DNB has supported three measures which
will have effectin the short term:acommon Norwegian
debtregister, anindustry standard for the marketing of
credit cards and consumer loans, plus better invoicing
practices in the industry. The debt register is expected
tobeinplacein2018, while the marketing standard and
invoicing practices will be introduced in 2017.

DNBworkstoincrease awarenessamongconsumers
throughthe AValuable Lesson project, whichisaimed at
children in fifth to seventh grade (10-12-year olds). See
more in the chapter “Promote financial literacy”. Anew
DNB strategy for creditcardsand consumerloansisalso
currently being drafted.

Conductriskcanbedescribed as non-compliance with
ethical principles and generally reprehensible conduct.
DNBisstronglyaware of theriskthat mayariseduetothe
Group'sconductinsales processesand business practice
to help ensure that legal disputes such as the so-called
Rgeggen and Eiendomsinvest cases do notoccurin the
future. An updated framework for risk management is
currently beingdrafted. Thiswill clearly define theimpor-
tance of the topic of conductrisk. Ethical dilemmasand
assessmentsrelated to conductrisk will beintegratedin
various parts of the Group's compliance training.

DNB has an internal notification procedure whereby
employees can report their concerns about unethical
or unlawful behaviour, or other reprehensible matters
thatareatoddswith organisationalintegrity. Thereisa
linktotheinternal notification web page onthe Group's
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intranet. Theweb pageisin several differentlanguages
and internal notifications are sent by email to DNB's
group chiefaudit executive. Allemployeesareinformed
about the notification mechanism through the Group's
ethics training. DNB's employees are protected from
reprisals or the like resulting from notifications. This is
described in the code of ethics. In 2016, the group chief
auditexecutivereceived fewerthan20 notifications. This
was at approximately the same level as the year before.

EVALUATION OF RESULTS IN 2016

Asa consequence of the review of DNB's internal notifi-
cation procedure after the so-called Panama Papers case,
theBoard of Directors hasinitiated a process to establish

asolution foranonymous, electronic notification toan

external party, in addition to the internal notification

procedure. Notification is being expanded to include
externalemployees. Read moreaboutthe Panama Papers
case in the Group chief executive's statement (page 4)
and "The Board of Directors actively followed up the
Panama Papers case”onpage 89 andinthestakeholder
dialogue table in the sustainability library (link below).

In the second half of 2016, new group guidelines and
proceduresfortheapproval of productsandserviceswere
drafted. This measurewasimplemented as compliance
with theexisting guidelines and policiesin thisfield have
not been good enough.

DNB did not receive any fines related to marketing or
productand servicesbrandingduring2016. The Norwegian
Consumer Council notifiedinjanuary 2016 that they would
bring a civil action against DNB related to the manage-
mentofthe DNB Norge funds, and DNB received the writ
of summons inJune. DNB is of the opinion that the DNB
Norge funds have been actively managed and created
significant value for the unit holders. DNB's calculations
show thatoverthe pasttenyears, two of three customers
have received higherreturns thanif they had invested in
anindexfund. Thecourthearingisexpectedtotake place
in the course of 2017. See note 52 to the annual accounts.

AMBITIONS

The new group guidelines for the approval of products

and services will be implemented in 2017 and will:

M include a wide range of assessment and decision
points for the approval, but also for the ongoing
monitoring of products and services (including
social responsibility, ethics and reputation, etc.)

M ensure that the assessments of products and
services always take into account the customer
segment to which they are offered

W support development processes with swift time-to-
market and rapid changes in products and services
after the launch

M clearly place the responsibility for products and
services offered to the various customer segments

Inordertosucceedinthefuture,itisimportanttomonitor
theimplementation of the new routinesfortheapproval
and follow-up of products and services. In addition,


www.dnb.no/en/about-us/csr/sustainability-library.html
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competence enhancement must continuously be on the
agenda. Itisimportant to have knowledge about what it
takes to be a responsible provider of financial products
andservicesinthe markets where DNB operates, where
changes occur rapidly and where stakeholders set clear
requirements. Ever-new combinations of technology and
financial services are challenging the established norms
related toresponsible productsand services, forexample
privacy protection, information security and availability.
Inorderfor DNB toactethicallyand sustainablyinalong-
term perspective, itis necessary to challenge the organi-
sation with respect to potential changes.

ENSURE PRIVACY PROTECTION AND
INFORMATION SECURITY

WHY THIS IS MATERIAL

DNB handleslarge amounts of customer data of both a
personal and business nature. The quantity of informa-
tionincreasesinstep with the offering of digital products
andservices. New technological solutionsandanincreas-
ingly complex threat scenario require that employees
understandrelevantrisks and how customerinformation
should be managedinasecure manner. Thisiscrucialin
preventing information from going astray and in main-
taining customer confidence. In 2016, the digital threat
scenarioandincidentsaimedat DNBwere characterised
by various forms of fraud, the development of Internet
bankvirusesand attemptsatdigital espionage. The chal-
lengesfacing DNB are thesamethatare hitting theentire
financial servicesindustry,in Norway andinternationally.

POLICY AND APPROACH

Privacy protection comprises the fundamental rights
of individuals, such as the right to privacy, and the right
to be able to decide over one's own personal data. The
processing of personal data affects customers'confidence
in DNB. DNB is working actively to ensure that personal
dataisprocessedinaccordancewiththerequirementslaid
downintheEU'snew General Data Protection Regulation
(GDPR). This privacy protection regulation is expected
to come into force in the form of a new Norwegian
Privacy Protection Act in May 2018. DNB has a privacy
protectionombudsmanwhoisresponsiblefor processes
related to theright of inspection, the right of protection,
privacy protection inquiries, as well as notifications to
the Norwegian Data Protection Authority in the event
of any unauthorised disclosure of personal data. DNB
reports and follows up deviations in accordance with
prevailingregulations. The existing process fordeviation
managementwill berevised as part of theaction planfor
privacy protection for the period 2017-2018.

Inaddition, DNB hasaseparate security policy govern-
ing the Group's work within this area. To support the
security policy, the Group has guidelines and rules on
information security and the handling of personal data
which shall be taken into consideration in all system
solutions, products, processes and services.

Afterthe Group'srequirementsrelated toinformation
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security and management thereof were revised in 2015,
DNB implemented the changes in 2016. Risk related to
information security is reported each quarter to the
group management team and the Board of Directors.
Anannual review of DNB's threat scenario is submitted
to the group management team.

EVALUATION OF RESULTS IN 2016
DNBis heading towards more automationanddigitalisa-
tion, and thefield of information security is no exception.
In 2016, an action plan was established for information
security, and progressisreported to the group manage-
mentteam. Greatemphasis has been placed on technical
safeguards to prevent fraud in a better and more effec-
tive way, and this will continue in 2017. Following up IT
suppliersisalsoanimportant part of the security work.
DNB wishes to help customers to become better
protectedagainst cybercrime.In2016, DNB held customer
seminarswhereadvicewasgiven oninformation security.
Customers haveaccess toinformationandadviceonthe
safeuseof theInternet bank, bank cards, the mobile bank
and other services on dnb.no. Customers are notified if
they have an Internet banking virus on their computers.
DNB cooperates with private and public institutions,
both in Norway and internationally, to prevent crime.
DNB has been an initiator of and contributor to Finans-
CERT, an organisation which contributes to the handling
of security incidents across the industry. Furthermore,
DNB cooperates closely with,amongothers, the National
Criminal Investigation Serviceand reported severalinci-
dents to the police in 2016. On account of its security
measures, DNB is a safe and secure financial services
institution forits customers and business partners.

AMBITIONS

Having therequired expertise and sufficientawareness
among the Group'semployeesis akeyfactorin risk miti-
gation. In 2016, an interactive training program was
developed and distributed to all employees. As in previ-
ousyears, National Security Month events were held in
October. This is a comprehensive campaign across the
entire Group covering various topics within the field of
information security. The activities are measured and
evaluated, and DNB will continue to work strategically
with security communication and training in 2017.

At the end of 2016, DNB established a group-wide
privacy protection plan of actionforthe period 2017-2018.
The action plan comprises improvements in governing
documentsandrulesandregulations, and will contribute
to quality improvements in the processing of personal
data in the Group's processes and the related IT infra-
structure. Inaddition, DNB will increase awarenessand
knowledge of privacy protectionamongits employees.

Read more about targets and measures under the topic

“Theartofservingthecustomer”in the sustainability library.

Link to the sustainability library:
DNB.NO/EN/ABOUT-US/CSR/SUSTAINABILITY-LIBRARY.HTML


www.dnb.no/en/about-us/csr/sustainability-library.html
www.dnb.no/en/about-us/csr/sustainability-library.html
www.dnb.no
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ENSURE ENGAGED EMPLOYEES

WHY THIS IS MATERIAL

The financial services industry is in a period of rapid
changewheninnovation, technology, competitiveness
and customer insight are becoming increasingly impor-
tant. Employees must therefore meet new requirements,
and this affects, not least, how DNB puts together the
Group's collective expertise. In order to meet the needs
of tomorrow, DNBhasto both attract new competencies
and develop what the Group already has. Tomorrow's
employees will also have different requirements which
their employers will have to meet. These factors must
be taken into account when organising various tasks
and to ensure that the Group will continue to be an
attractive employer.

POLICY AND APPROACH

Toachieveits businessgoalsand succeed with thevision
“the art of serving the customer”, DNB is dependent on
having engaged and motivated employees. HR has the
main responsibility for this. The direction of the DNB
organisation's cultural and competence development
isdetermined by thegroup strategyandisalso affected
bytheincreasing pace of digitalisation. The group policy
for people and organisation is guiding for the work to
promote adaptabilityand change capacity. The policyis
elaborated onintheguidelinesforattractingandappoint-
ingnew employeesand the guidelinesforleadership and
competence development.

The group policy for people and organisation states
that competence developmentis based on the Group's
strategic and business targets and should enable the
individual employee to capitalise on his or her talents.
Managers must ensure that employees have clearly
defined goals for their work and that each individual
sees the connection between his or her work and the
Group'svalue creation. DNBfacilitates professional and
personal developmentsothatemployeesare stimulated
andgiventhe opportunity todevelop theircompetencies.

DNB'svariableremuneration schemeisincompliance
with the Group's guidelines and supports its strategy,
financial targets and values. The total remuneration
should be competitive and cost-effectiveand not expose
the Group to unwanted risk. The Group's total limit for
variable remuneration is determined annually by the
Board of Directors' Compensation Committee. Individ-
ualremunerations areawarded within defined limitsin
each unit based on a total evaluation of the individual
employee's pre-agreed financial and non-financial goals.
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EVALUATION OF RESULTS IN 2016

One of the measures which particularly contributed to
a high level of engagementand a sound understanding
of the Group's strategic direction in 2016 was the intro-
duction of theinteraction platform @work (Facebook for
companies), avitaltoolinensuringincreasedinformation
sharing, transparency and engagementin the organisa-
tion. Anotherimportantinitiative was the Brand Ambas-
sador programme, which highlightsemployeeswho can
be used as role models in the way they are present for
customersand colleagues, and createsengagementand
positivity about and in DNB.

Inthefuture, theemployees'expertise willbecomean
even greater competitive advantage. Each employeeis
expected to take responsibility for making him/herself
relevant when competency needs change. In DNB,
employees canimprove theirskills throughinternaland
external trainingactivitiesand, notleast, through knowl-
edge sharing at work. Opportunities for competency
developmentarecrucial forboth employee engagement
and long-term value creation.

In 2016, learning and development activities for the
Group's managers placed particularemphasis on change
management and innovation through mass communi-
cation, manager seminars and management develop-
ment programmes. The Group's prerequisites forchange,
innovation and employee engagement are measured
threetimes ayearthrough the PULSE employee survey.

DNB has initiated a programme for managers called
Performance Management, whichis specificallyaimed at
enhancing performanceamongemployeeswhoworkin
the personal bankingmarket. The programme has three
focusareas: cleartargets, closefollow-up of employees
and constructive feedback. It is confirmed through the
employee satisfaction surveys that the involvement of
individualemployeesincreases motivationand engage-
ment.

However, the most important arena for learning and
ensuringthatthe Group hastheright competenciesiseach
employee'sdaily work tasks. Toensure thatallemployees
candelivertothebestoftheirability, asystemisin placeto
ensurearegulardialogue between managersand employ-
ees. Itisexpectedthateveryoneintheorganisationhasa
minimum of two annual meetingsrelated to theirtargets
and development. 94 per cent of employees reported that
the performance dialogue was carried out in 2016.

In order to attract and retain individuals with critical
expertise, the business areas may have remuneration
schemes adapted to market practices which deviate
from the Group's other schemes. Itisa guiding principle
in DNB is that all remuneration should be based on an
overall assessment of the individual employee's contri-
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bution to the attainment of the Group's, the unit's and
individual goals. The remuneration schemes of DNB's
international offices and subsidiaries are adapted to
local labour markets and regulations.

Throughout 2016, periodic PULSE surveys were
conducted which comprisedall of the Group'semployees.
Theresults showed thatthereisahighlevel of employee
engagement and that managers communicate well.
The PULSE surveys for 2016 paint a picture of a robust
organisation that has fared well through significant
restructuring. The low sickness absence rate is also an
indicationthattheemployeesareengagedintheirwork.
In2016, sicknessabsence was4.5 per cent, compared with
4.4 per centin2015. In 2017, efforts to maintain a stable,
low sickness absence rate will continue.

AMBITIONS

Asof2017,changeandinnovation constitutea target that
both the Group and each business area and support unit
will be measured and followed up on. The target in the
period up until 2019 is still to ensure motivated employ-
ees. This meansimproving the engagementindexin the
annual employee survey, strengthening the corporate
culturethrough new initiativesandfollowingup managers'
quarterly management communication results.

PROMOTE ADAPTABILITY AND CHANGE CAPACITY

WHY THIS IS MATERIAL
Inthe past, DNB has proventohavea greatability toadapt
tochange, beitinthe markets, the competitive situation
ortheregulatoryframework. The Group hassucceededin
changingits competenciesand capitalising on pastexpe-
rience. Thespeed and complexity of the changesare now
challenging DNB's ability to be fundamentallyinnovative.
Due to digitalisation within most areas in the Group,
thereisaneedfornew competenciesandfewerresources
inthe future. Automation will displace work tasks, and
changes in customer behaviour make it vital to have
expertisein new technology and otherworking methods,
products and services.

POLICY AND APPROACH

The group policy for people and organisation is guid-
ing for the work to promote adaptability and change
capacity. The policy is elaborated on in the guidelines
for the restructuring and placement process, leader-
ship and competence development and international
assignments. Allemployees in units which are affected
by restructuring processes involving redundancies are
invited to mapping/guidance interviews.

Learning takes place primarily through the employ-
ees'daily tasks, i.e. by performing challenging tasksand
projects, as well as through feedback on performance.
Structured and targeted training programmes are also
offered as a supplement. Managers are responsible for
facilitating learning and ensuring that competence
acquired is used in the best interests of the individual
and the DNB Group.
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DNB's Job Centre has been established to, among
other things, help and support the employees in the
resultingchange processes. The purposeofastayinthe
DNB Job Centre is to help employees become aware of
their own skills and enable them to search for relevant
vacant positionsinternally orexternally. They canreceive
guidance and coaching in connection with the choices
they need to make, and internal and external periods of
secondmentarefacilitated sothat they canacquire new
skills. Employeeswho, forvariousreasons, are unable to
continue in their positions are also offered alternative
tasks or necessary adjustments. By cooperating with
humanitarian organisations, the Job Centre has been
able to offer meaningful tasks in several areas.

EVALUATION OF RESULTS IN 2016

Through 2016, a total of 212 employees visited the Job
Centretoreceive helpandsupport.28employees left the
Group, while78 employeeswere offeredanew jobin DNB.
TheJobCentreassisted188 employeeswith health-related
challenges. The turnoverforthe DNB Group was 5.4 per
cent. There were no significant differences between
women and men. 816 new employees were recruited.
See the key figures table below for more information.

Competenceandtalents mustalso be nurtured wellin
the business areas, and the Group has a range of train-
ing measures.

In2016, new group principlesfor competency develop-
mentwere developed. They emphasise the responsibility
of each person to stay updated and the importance of
everyoneacquiringdigital skills. Throughtheyear, further
emphasis was placed on making training measures as
effective and accessible as possible through the use of
digital training programs.

AMBITIONS

It will be challenging to implement adequate internal
organisational adjustments in the future. The Group's
competency needs cannot be covered solely through
internal competence development, and external recru-
itmentwill be necessary. Asother companiesandindus-
tries are experiencing the same challenges, the job
market will be demanding in the period ahead.

ATTRACT AND DEVELOP TALENTS

WHY THIS IS MATERIAL

Inanindustry with a high pace of change, the Group is
also being challenged with respect to its total compe-
tence profile. While the greatest emphasis used to be
placed ontraditional financial expertise, itisnow neces-
sary to further develop the organisation's digital skills.
This will affect those who are already working in DNB
and also require that the candidates the Group wishes
to attract, have a different competence profile. DNB
must become a more attractive employer for people
with special skills who do not necessarily have banking
as their preferred sector.
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POLICY AND APPROACH
The group policy for people and organisation is guid-
ing for the work to promote adaptability and change
capacity. The policy is elaborated on in the guidelines
for attracting and appointing new employees and the
guidelinesforleadershipand competence development.
In order to establish a clearer profile towards digi-
tal professionals, DNB has gone new ways to attract
employees in the fields of technology and innovation.
Two competitions, DNB Digital Challengeand Vippsathon,
wereheldin2016and haveresultedinthe appointment of
new graduates, part-timeemployeesand summerinterns.

EVALUATION OF RESULTS IN 2016

DNB is one of the most attractive employersin Norway
andin2016 wasranked numberone by business students
in Universum's survey for the second year in a row.
Furthermore, DNB was for the first time voted the
country's most attractive employer in the category
“Business” by “Professionals”, i.e. persons who have a
few years of work experience.

DNB has also increased its attractiveness among IT
students and was ranked as the fifth most attractive
workplace. This shows that DNB benefits from a very
attractive position whenit seeks new employeesoutside
the Group. 67 students were ona summerinternshipin
DNB in 2016.

In 2016, DNB recruited seven new candidates with
different backgrounds and experience to its group
trainee programme. During the two-year programme,
thetraineesworkin five differentunits, including three
months at one of DNB's offices outside Norway. The
candidates follow an individually tailored programme
and are assigned a mentor at management level.

DNBisalsocommitted toretainingcompetentemploy-
eesand search for potential in each individual manager
and employee. Talent reviews are conducted on an
ongoing basis where performance and potential are
consideredin ordertodevelop managersand employees
to make them able to meet new challenges and tasks.

DNB's managers play avital rolein employee develop-
ment and in ensuring that DNB achieves its goals.
Leadership in DNB is based on three principles: create
results, develop individuals and teams, as well as set
directionanddrive change. The principles are described
in DNB's governance principles.

DNB offers business-critical training through four
professional academies in the fields of credit, savings,
insurance and cash management to the entire Group.
Among other things, the academies offer training in
accordance with industry requirements determined by
Finance Norway governing the sale of non-lifeinsurance
and savings products. 2 468 employees participated in
training through DNB'sacademiesin2016.9471employ-
ees completed group-wide training measures through
@work, whichisclosetoadoubling from2015. NOK2339
was spent on competence development measures per
employee, which is on a level with 2015. DNB attaches
great importance to strengthening employee knowl-
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edge and awareness of ethics, anti-money laundering,
counter financing of terrorismand information security.
DNBisdependentonhaving goodaccess toboth special-
ist professionals and good managers who succeed in
creating change and developing their own units. DNB
hasfacilitated development programmesaimed at both
management talentsand top executive talents, and the
participants have takenon greaterresponsibilities both
during and after the programmes.

AMBITIONS

In 2017, DNB will appoint approximately 100 employees
with IT expertise. DNB will continue to be the most
attractive employer for students.

ENSURE EQUALITY AND DIVERSITY

WHY THIS IS MATERIAL

The DNB Group is committed to being a fair and profes-
sionalemployerwhich setsagoodexampleinareassuch
as diversity and women in management. The reason
why DNB has put this high on theagendais that gender
balanceanddiversity in ethnicand formal backgrounds
in senior executive positions will help ensure that DNB
delivers better results. Since DNB is Norway's largest
bank, what happens in the Group will also be signifi-
cant for equal opportunity initiatives in the financial
services industry.

POLICY AND APPROACH

DNB is committed to equal pay, regardless of gender,
for the same work and performance. The Group will
continue todifferentiate pay based on performance, but
theambitionis to correct historicalimbalances. In 2016,
thebank setasidean'equal pay pool’of NOK17million to
equaliseimbalances that cannot be explained by factors
otherthangender. Aplanofactionforequal pay hasbeen
drafted in cooperation with the trade unions, summa-
rising various initiatives in the Norwegian part of the
Group. The action plan addresses, among other things,
equal participation, a balanced gender ratio as one of
thejobassignmentcriteriainrestructuringand employ-
ment processes, internal mentorand network schemes
forwomen, mapping and analysis of pay levels and pay
differencesinunits, equal pay guidanceand quality assur-
anceinsalary and bonus settlements.

The Group'srecruitment guidelines help ensure quality,
diversityand non-discrimination in selection processes.
Local regulatory requirements are complied with and
DNB has a zero-tolerance approach to discrimination
in recruitment processes.

There is great ethnic and national diversity in the
Group'sinternational operations, and concrete measures
have been initiated to increase diversity in the Group's
Norwegian operations. Inrecruitmentinitiatives target-
ingstudents, genderand ethnic background are empha-
sised. DNBisalsoworking actively toattractemployees
from a broad selection of educational institutions and
disciplines.
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DNB hassetseveraltargetstoensuresufficientaccessto
talented women managers: minimum 50 per cent female
representationininternalmanagementdevelopmentand
talent programmes, and minimum 40 per cent women
candidates onlistsforsuccession planning. Managersare
required toidentify potential talented women managers
and use performance dialogues to motivate these to seek
management challenges. Internal mentor and network
schemes for talented women managers have also been
established. In recruitment processes for management
positions, the best qualified male and female candidates
must be identified before the final choice is made. When
recruiting managers, procedures must be in place to
ensure that female candidates are identified, and these
should beactively encouraged toapplyforthe positions. A
balanced genderratioshould be oneof thejobassignment
criteria in restructuring processes. When changing the
composition of managementteams, particularemphasis
should be placed on achieving a better gender balance.

EVALUATION OF RESULTS IN 2016
DNBhassetafemalerepresentationtargetatthetopfour
management levels of minimum 40 per cent. The Group
hasimplemented various measures toachieve thistarget.
At the end of 2016, the percentage of women in senior
management positions was 33.5 percent, arisefrom31.3
percentin2015. The targetsin thisimportant work have
notyet been reached, but DNB is making good progress.
The Groupfocused onthe measurestoimprove thegender
balanceatthevariousmanagementlevelsin2016, and they
are well established in the business areas. The organisa-
tionis positive to theimplementation of these measures,
which has become reinforced by the positive attention
received both in the media and from other businesses
andresearchinstitutions. DNB received theannual equal
opportunity award from the Norwegian Confederation
of Vocational Unions (YS) for its work to improve equal
pay and equal opportunities in its operations.

AMBITIONS
DNB will increase its initiatives to promote individual
developmentofleadership skillsamong selected women
managersand managementtalents, and ensureagender
balanceamong managers and profiled key persons who
speak on behalf of thecompany internally and externally.
Important future targets will be to develop strategies
and measurestoensureequal opportunitiesformenand
women, and toincreasediversityamongemployeesand
managers. Thiswillapplyin particularto the Norwegian
partoftheGroup'soperationssincethereisalready great
ethnicand national diversity inthe Group'sinternational
units. In all parts of the Group's operations, there is a
zero-tolerance approach to discrimination on the basis
of, forexample, ethnic background, functional ability or
gender,and DNB shallensure good working standardsin
all countries where the Group has operations.

DNB will adjust its operations in line with changes in
pensionsand theretirementagein Norway,among other
things, through a review of the Group's senior policy.
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Key figures

2016 2015
General
Total number of employees in the Group 11459 11 840
—number of employees in Norway 8244 8 666
Engagement index 84 84
Recruitment and mobility
Total number of external employees recruited 816 745
—number of women 401 337
Total number of external employees recruited in Norway 641 584
—number of women 306 260
Average age of new employees 30.0 31
Number of employees who changed jobs within DNB in Norway 642 515
Number of employees who left DNB due to natural attrition in Norway 409 506
Percentage of employees who left due to natural attrition in Norway (%) 4.7 5.6
Organisational adjustments
Reduction in the number of full-time positions from the previous year (373) (263)
Number of severance packages 583 271
Number of employees transferred to the Job Centre 135 85
Sickness absence and an inclusive workplace, Norway
Sickness absence (%) 4.51 4.42
Sickness absence in the form of man-days 83608 80122
Average retirement age 60.2 61.4
—including severance packages for employees over the age of 62 62.0 64.7
Number of employees under the age of 62 retiring on a disability pension 38 42
Equality and diversity
Average age, men 42.5 43.0
Average age, women 41.7 42.4
Percentage of women (%) 52.1 53.9
Percentage of women among employees working part-time (%) 68.9 72.9
Average salary in Norway, women (part-time positions are converted to full-time) 568 952 548 994
Average salary in Norway, men (part-time positions are converted to full-time) 707 309 687 614
Female representation in the group management team (%) 30.8 33.3
Female representation at management level 3 (%) 29.3 26.9
Female representation at management level 4 (%) 34.9 32.2
Female representation at management level 5 (%) 34.9 35.4
Female representation at management levels 1-4 (%) 335 31.3
Female representation at management levels 1-5 (%) 34.2 33.4
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SAFE WORKING CONDITIONS AND A POSITIVE
WORKING ENVIRONMENT

WHY THIS IS MATERIAL

Measures to improve the working environment aim
to prevent and reduce health-related problems arising
fromthework situation. Safety measuresaimto prevent
and reduce the harmful effects of occupational injuries.
Health, safety and environment (HS&E) are therefore
important elements in the group policy for people and
organisation. DNB is committed to preventive working
environment measures that promote employees'safety,
health, well-being and job satisfaction.

POLICY AND APPROACH

The governing document is the group policy for people
and organisation. The policy is elaborated on in the
group guidelines for health, environment and safety.
Cooperation between management and employees
should ensure that efforts to improve the working
environment are future-oriented and an integral part
of daily operations.

All DNB managers must be updated on HS&E issues
and new managers must complete HS&E training which
complieswith the Norwegian Working Environment Act
and DNB'sinternal HS& Erequirements. Safety representa-
tivesreceive HS&E traininginaccordance with the guide-
lines for the financial industry. A total of five managers
and 35 safety representatives completed HS&E training
in 2016. The training is aimed at the Group's Norwegian
operations. In addition, managers are trained in how to
handle sicknessabsence. Firstaid expertiseis continually
assuredamong the employeesthrough coursesandfilms.

DNB placesimportanceonhavinganinclusive working
environment. DNB's targets specified in the inclusive
workplaceagreementare: sicknessabsencereductions,
specialadaptation foremployeeswith reduced capacity
forworkand anincreasein the average retirementage.
Thetargetsareregularly discussed with the Norwegian
Labourand Welfare Administration (NAV). Theagreement
applies until the end of 2017.

In DNB's operations in Norway, the physical and
ergonomic working environment is surveyed annually,
togetherwith knowledgerelated to the Group's environ-
mental goals and physical security. Through the HS&E
survey, the employees have the possibility to influence
their own working environment so that measures can
beimplemented.

To counteract the consequences of sedentary work,
thereis good access to adjustable height desks and the
possibility forergonomicadvicevia the company health
service. InOslo, Bergenand Trondheim, facilitating physi-
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calactivity by having DNB training and exercise classes
isanimportant preventive measure.

Special adaptations are made for employees with
reduced capacity for work. The number of disabled
parking spaces has been adapted to the actual require-
ments in each building. The Group has guidelines on
harassment, bullyingand otherimproper conduct. The
guidelinesshallensurethatareported eventisassessed
swiftly, predictably and consistently.

The risk of robbery has been practically eliminated
due to the transition to cashless branch offices. Conse-
quently, courses on how to deal with robberies are no
longer held in the Norwegian part of the organisation.
569 employees participated in courses on threat mana-
gement, security and fire protection during the year. 37
employees in the Norwegian part of the Group were
exposed to threats. In 2016, witness support was given
to two employees who testified in a court case.

EVALUATION OF RESULTS IN 2016

In 2016, 13 evacuation drills were carried out in DNB's
operations in Norway. 13 accidents and injuries were
registered during working hours or in connection with
traveltoorfromwork, but nonewere of a serious nature.
Workplaceaccidentsareregisteredinthe Group's event
database and reported as occupational injuries to the
Norwegian Labour and Welfare Administration (NAV).
Theincidentsarereportedtothe group workingenviron-
ment committee, and seriousincidents arereported to
the Norwegian LabourInspection Authority. Inaddition,
criminal acts involving violence or force are reported
to the Group's security department for further action.

AMBITIONS

DNB will continue its work to develop and implement
preventive working environmentinitiatives which contrib-
ute to employee health, safety, job satisfaction and
well-being. @work (Facebook for companies) and nano-
learning (shortandintensive courses)will be increasingly
usedtodevelop corporate culture, inergonomics training
and to give general training within HS&E.

Read moreabout targetsand measureswithin the topic
"Have theright competencies”in the sustainability library.

Link to the sustainability library:
DNB.NO/EN/ABOUT-US/CSR/SUSTAINABILITY-LIBRARY.HTML


www.dnb.no/en/about-us/csr/sustainability-library.html
www.dnb.no/en/about-us/csr/sustainability-library.html
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Contribute to a healthy economy

PROMOTE INNOVATION AND RESTRUCTURING

WHY THIS IS MATERIAL

As Norway'slargest bank, DNB hasanambition to promote
thedevelopment of anactive and well-functioning business
sector in Norway. DNB's most important contribution to
promoting innovation and restructuring and contributing
tolong-termvalue creation in Norway is to act asa compe-
tent partner which provides good advice, helps companies
gain access to equity and debt capital and ensures efficient
settlement solutions.

Today, thereareapproximately 500 000 smalland medium-
sized enterprises (SMEs) in Norway. They are the bedrock of
the Norwegian business community, representing 99 per
cent of all companiesin the country and accounting for half
of all value creation. In order to be a good bank for Norwe-
gian customers with operations outside Norway, it is also
vital that DNB has a broad international presence within
theindustries where Norway is a key player.

SMEsareveryimportantgrowthenginesandamajordriving
force behind restructuring and innovation in the Norwegian
business sector. Although most of them remain small, a few
grow to be strong, and these create many jobs. Each year,
several thousand companiesdisappearandarereplaced by at
leastas many new ones. The new companies grow fasterand
have higherproductivity than thecompaniestheyreplace. This
leads to change, growth and higher productivity.

POLICY AND APPROACH

The pace of change in society is escalating, and the average

life span of companies has beenreduced considerably overthe

pastfewyears. Atthesametime, newandinnovative compa-
nies create growth and new jobs. This is why entrepreneurs

playanincreasingrolein maintaining today's welfaresociety.
50 000 new companies are established in Norway each year,
and aboutthreeof ten of these survive past thefirstfiveyears.
ForDNB, itisimportanttobetherefromthestartandensure

that as many start-up companies as possible succeed. DNB

aimstohelp more peopledareto take the plungeand succeed

in creating jobs for themselves and others. DNB has helped

entrepreneursand start-up companies over manyyears. The

focushasmainly been on makingthings easierforthemandon

beinga good sparring partnerand adviser. The commitment
topromotinginnovationandrestructuringinthe Norwegian

economy must be shared by the entire Group. For example,
the DNB NXT and DNB NXT Accelerator initiatives involve

several business areas and support units across DNB, and

willbeimportantfortheentire DNB Groupintheyearsahead.

Mostimportant measures:
B The Start-up Book: a free guide for entrepreneurs
containing useful information, tips and tricks on how
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to start your own business. About 100 000 books have
been distributed since May 2014.

W The start-up pilots: a specialist team that is organised
under the corporate market segmentin DNB. The pilots
give guidance to those who wish to start for themselves
and help upcoming business owners with everything
they have to make up their minds about during the
idea, start-up and growth phases. The service is free
and nationwide. In 2016, 2763 potential entrepreneurs
received help from the specialist team, and since the
start of the service in 2014, the start-up pilots have helped
more than 8 000 start-up and entrepreneurial companies.
The start-up pilots make webinars, hold courses and are
present at entrepreneurial events nationwide. The users
are very satisfied with this service.

M Special web pages under dnb.no target start-up
companies and emphasise knowledge sharing.

M Close collaboration with entrepreneur and start-up
communities nationwide.

EVALUATION OF RESULTS IN 2016

AsNorway'slargest bank, DNB hasanimportantroletoplay
in helping the Norwegian business community gainaccess to
capital. Businessloansareanimportantsource of growthand
profitability forcompanies. DNBincreaseditsloansto SMEs
by 5.3 per cent from 2015 to 2016 (3.7 per cent in 2014-2015).
DNB's lending growth is higher than the market in general,
where the 12-month growth in gross debt to non-financial
enterprisesin Norway was 2 per cent in December 2016.

Therestructuringin Norwayalsorequiresthat private capital
is put to work to promote future growth and value creation.
DNBhasNorway'slargest network of entrepreneursandstart-
up companies. At the same time, the Group has the largest
network of investors. DNB wishes tofacilitate venues where
these partiescan meet. Itiswhenideasand capital meet that
future value and jobs are created. This is why DNB launched,
in 2016, DNB NXT, a long-term strategy to help ensure that
more private capitalisinvestedin excitinggrowth companies.

Towards the end of 2016, the Group launched DNB NXT
Accelerator. DNB and StartuplLab invited promising start-
ups to DNB NXT Accelerator, a three-month programme
for technology companies. The purpose of the accelerator
programme is to help the selected companies launch their
productsin the market. The programme provides financing,
expertise, networks, advisory services and support. Read
more about DNB NXT on page 116.

DNB develops solutions to make everyday life easier for
customers and companies. Simplifications and more cost-
effective solutions strengthen the companies' profitability.
Payments is one of the areas within banking and finance
that is experiencing the most rapid development. DNB's
paymentsapp, Vipps, has more than two million users, and


www.dnb.no
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in the course of 2016, more than 30 000 small companies,
clubs and associations became registered “Vippsers”. DNB
will now make Vipps available in far more payment situa-
tions, including e-commerce, invoices and physical stores.

Vipps Invoice is an example of a more effective solution
launched by DNB. In 2016, 164 million paper invoices were
issued in in Norway with an estimated cost to society of
NOK21billion. Thisis time-consumingand costly forcompan-
ies and customers. At the end of October 2016, invoice
paymentswerelaunched through theVippsapp. Inlessthan
three months, 500 000 users accepted Vipps Invoice. Vipps
Invoice helps ensure that many more customers pay on time
and saves companies significant costs. Another example is
simpler payment solutions for e-commerce. A high percent-
age of customersdo notcompletea shopping processonline
duetocomplicated paymentsolutions. The development of
simple solutions is important to increase online sales, and
Vipps'ambition in this area is to become the preferred solu-
tion. In the course of 2017, it will be possible to pay without
the use of bank cards or cash in many thousands of storesin
Norway. Read more about Vipps on page 47.

AMBITIONS
DNB's ambition is to assist everyone who starts their own
businessandfacilitate that more people willdothesame. DNB
playsanimportantroleasanintermediary betweenideasand
capital. DNB can highlight promising entrepreneurial compa-
niesand help ensure thatthey get the best growth conditions.
Some of these will be customersforyears tocome, otherswill
become business partners, and some may perhaps become
future competitors, but all will make a positive contribution
tosociety. However, DNB also acknowledges that the Group
doesnothaveall thesolutionsitself, anditis thereforeimpor-
tantthat newforms of alliances and cooperation areformed.
TheBoard of Directorsand DNB's group management team
follow the start-up initiatives and participate in the social
debate about what are the correct and important measures
to promote innovation and restructuring. Reports are regu-
larly sent to the group management team and the Board of
Directors onthe measuresinitiated. Thegroup management
team actively participates in arenas and events which are
relevant for entrepreneurs and for companies that arein a
restructuring or growth phase.

PROMOTE FINANCIAL LITERACY

WHY THIS IS MATERIAL

With two million personal customers in Norway, DNB has
a special responsibility to ensure that as many people as
possible have the possibility to make good financial decisions.
Research shows that poorfinancial habits are passed down
from one generation to the next, and DNB regards it as its
social responsibility to teach, particularly children, good
financial habits at an early age. Customers who are finan-
cially literate are also able to make good financial choices.
This is beneficial for society, customers and DNB.

POLICY AND APPROACH
Theresponsibility for promoting financial literacy isembodied

73

inthegroup policyfor corporate social responsibility, which
states that the bank shall support useful objectives and
secure important social values in those areas and industry
sectors where the Group operates. The bank's main initia-
tive to promote financial literacy in 2016 was the learning
programAValuable Lesson, developedin partnershipwith the
Norwegian Red Cross. AValuable Lessonisadigitallearning
tool consisting of five modules within personal finance. The
program complements the learning targets for the fifth to
seventh grade (10to12-year-olds). DNB believesitisimportant
thatchildrenlearnabout personalfinanceatanearlyageso
that they can make sound financial choices, irrespective of
background. The Red Cross also meets many who are not
taughtabout personal financeathomeand therefore meets
aneed. Thedivision for Corporate Social Responsibility and
Political Affairs is responsible for A Valuable Lesson.

Inasociety thatis becoming increasingly digitalised, and
where manual services are gradually being removed and/or
becomingfee-based, itisimportantforthebank's customers
to have a minimum level of knowledge about digital bank-
ing services in order to be able to manage their own finan-
cial affairs. DNB has therefore developed a course in digital
banking services to give non-digital customers sufficient
knowledge to be able to carry out basic banking services
in the Internet and mobile bank. Customers learn to check
accountbalances, payinvoices, createdirectdebits/e-invoices,
transfer money between own accounts and more.

Thecoursesstartedasaninitiative forcustomersliving near
abranchofficethat wasaboutto be closed. The purpose of the
coursewasto make customersable to perform the services
theywould otherwise have received help todo from the bank.
Employees at the branch offices who have held the courses
havereceived positive feedback from the participants. It was
later decided to offer these courses nationwide, whether
branch offices were to close or not.

To simplify the learning process for customers and enable
them to be able to use the knowledge at home, a “Guide to
digital banking services” was launched, both for the Inter-
netbankonPCsandtabletsand forthe mobile bank. Course
participants have been giventhisguide, andithasalso been
made available to all customers in all branch offices across
Norway and distributed in the post if requested by calling
DNB's customer centre. No plan has been made for further
courses in 2017, but the "Guide to digital banking services”is
beingfurtherdeveloped. DNBisalsoindialogue withvarious
stakeholder groups to consider opportunities to enter into
partnership to offer such courses.

Inadditiontothese specificmeasures, DNBregularly holds
seminars for customers to help them make better financial
choices. This may be seminars on pensions, shares, savings
ormacroeconomic trends. Read moreabout courses offered
by DNB on page 50.

EVALUATION OF RESULTS IN 2016

Parallel to thedevelopmentand launch of AValuable Lesson,
DNB has worked politically to get the topic of personal
finance into the school curriculum. In 2016, DNB continued
the dialogue with politicians, educational institutions and
teachersto makethe topic of personal finance a more promi-
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nent part of the curriculum of primary schools. In report to
the Storting 28 (2015-2016), “Fag — Fordypning — Forstaelse

— En Fornyelse av Kunnskapslgftet” (“Disciplines — Deeper
understanding — A renewal of the knowledge promotion”),
personal finance was given more attention than has been
the casein the past. It was proposed that personal finance
should beincludedin the curriculum under the multidiscipli-
nary theme “public health and life control”.

When the Norwegian parliament (Stortinget) discussed
the report in the autumn of 2016, it became clear that the
parties had heeded the signals to focus on personal finance,
and the importance of having knowledge about personal
finance and private consumption was emphasised.

During 2016, people outside the target group of A Valu-
able Lesson expressed that they wanted to use the concept.
This shows that the content is of interest for a wider group
than just 10 to 12-year-olds and that there is further poten-
tial in making small adjustments that can make it relevant
forother target groups.

In 2016, 260 courses in digital banking services were held
where customers received a personal invitation in the
post. It has been up to each branch office whether or not to
hold courses based on demand. A total of 355 courses were
arranged throughout Norway.

AMBITIONS
In 2017, it will be important for DNB to measure the effect
of A Valuable Lesson. A large group of teachers have used
A Valuable Lesson, and to be able to say that it is a success,
DNB wishes to examine in 2017 to what extent A Valuable
Lesson helps children toactuallyimprove their knowledge of
personal finance. Itisalsointerestingtoexpandthe conceptto
include toolswhich parentsand children canuseathome, to
raisethegeneralawareness of personal financeamongfami-
lies. Atotal of 1390 teachersregistered on laerepenger.no. To
ensurethat AValuable Lessondelivers the best possible tools
forteachers, an evaluation will also be made of the content.
2017 has beenestablishedasa“Savings Year”in DNB, where
particularimportanceis placed on giving customers access
to products and services which make it easier to save. It is
therefore natural that A Valuable Lesson in 2017 includes
tasksabout savingin particularand how children can learn
more about how to save smart.

INTEGRATE SUSTAINABILITY CONSIDERATIONS IN
OPERATIONS

DNB ensures that sustainability considerations are safe-
guarded in the Group's investment, credit and insurance
operations through, among other things, the development
and management of policies, guidelines and principles, and
the operationalisation of these. Inasocial perspective, DNB
aspirestocontribute towards theviability of the Norwegian
economy by providing capital for sustainable development.

In addition to specific measures within the Group's invest-
ment, creditand insurance operations, productsand services
are developed to provide environmental benefits to society.
Green carfinancing (carloansandleasing) in Norway totalled
NOK 2.3 billion in 2016 and represented 26 per cent of DNB's
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total car financing. Within renewables, direct loans to wind,
waterandsolarenergy totalled NOK45.6 billion, whichis 24 per
cent of total loans to the energy/offshore sector. Read more
about DNB's results and targets within renewable energy in
the key figures table in the sustainability library (link below).

RESPONSIBLE INVESTMENT

WHY THIS IS MATERIAL

Responsible investment implies taking environmental and
social conditionsintoaccountand ensuring sound corporate
governanceininvestment management. The main purposeis
toachievelong-termreturnswithanacceptablelevel of risk,
contribute to sustainable development and avoid contrib-
uting to the violation of fundamental rights. Customers on
behalf of whom DNB makesinvestments, expect the Group's
investment activities to be responsible. Responsible invest-
mentisimportant for DNB's life insurance company and for
the Group's equity investments, management of mutual
funds and the active management of investors' portfolios
of financial instruments.

POLICY AND APPROACH

Thereare special guidelinesfor DNB's investment operations
to ensure that the Group does not contribute to the infringe-
ment of human and labour rights, corruption, serious envi-
ronmental harm or other acts which can be perceived to be
unethical. Thequidelinesforethical investments coverall asset
classesand financialinvestments through DNB Livsforsikring,
the Group'sequityinvestmentsand DNB Asset Management.

Responsibleinvestmentin DNBisbased oninternationally
recognised principles. The measures used are mainly positive
screening, active ownership through dialogue and voting,
negative screening and exclusion. DNB does not invest in
companies if they themselves or through the entities they
control produce tobacco or pornography. Nor does DNB
investincompaniesinvolvedinanti-personnel mines or clus-
ter weapons, as described in the Anti-Personnel Mine Ban
Convention and the Convention on Cluster Munitions, orin
companieswhich develop and produce central components
foruse in weapons of mass destruction?.

DNB has an Ethical Investment Committee that monitors
compliance with the guidelines. If a company is involved in
controversialweapons, tobacco or pornography, orviolates the
coal criterion, all securities will be sold, and the company will
be excluded from theinvestmentuniverse. Whenacompany
is suspected of violating other criteria in the guidelines, DNB
will principally try to influence the company through active
ownership and dialogue. In cases where companies in which
DNB has holdings on behalf of customers are suspected of
actingcontraryto DNB'sguidelinesand internationally recog-
nised standards and conventions, DNB will encourage them
tocorrecttheiractions. Companiesthatactcontraryto DNB's
guidelinesorover time show nowillingness torectify the situa-
tion may be excluded from the Group's investment portfolio.

DNB'sambitionis to offerits customersequity fundsinvest-
ingincompanies which excel within environmental and social

1) Weapons of mass destruction are defined as NBC weapons
(nuclear or atomic, biological and chemical weapons).
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performanceand corporate governance. DNB puts consider-
able resources into ensuring that the Group's responsible
investments are of high quality. The work is undertaken
by a team consisting of a manager and two analysts who
work closely with both investment management and the
companies. Their assessments are supported by two exter-
nal consulting firms that monitor companiesin the portfolio,
prepare sustainability analysesand engageindialogue with
companiesincooperationwithandonbehalfof DNBand the
Group's customers. The purpose of the dialogue is to influ-
encethecompaniesina positivedirection. The contact with
thecompaniesis oftentriggered by special issuesrelating to
environmentaland social aspectsand ownershipadministra-
tion, but may also reflect a wish to improve the companies'
general sustainability performance. Event-based dialogueis
basedontheseverity of the suspected violation of the guide-
lines, thesize of the Group's holding in the company and the
probability that the dialogue willinfluence the situation. DNB
also takes an active stance on selected topics. These topics
are under continual review, and in 2016, corruption was one
of severalimportant topicsin the dialogue with companies.

EVALUATION OF RESULTS IN 2016

As a step in reducing environmental and climate risks and
carbon footprint in the portfolios, climate and coal criteria
were included in DNB's guidelines for ethical investments
in 2016. According to the coal criterion, mining companies
and power producers which themselves or consolidated
with entities they control derive 30 per cent or more of their
income from thermal coal, or base 30 per cent or more of
their operations on thermal coal, may be excluded from
the investment universe. The use of “may” implies that the
company's strategy andfutureallocation between coal and
renewable operations will be taken into consideration. In
2016, 44 companies were excluded based on this criterion.
An additional 15 companies were excluded in January 2017.

DNB exercisesactive ownership primarily through dialogue
with individual companies and by using its voting rights.
During 2015, DNB's responsible investment analysts had 72
meetingswith 53 companiestodiscussvariousenvironmental
and socialissues and sound corporate governance. In many
of the meetings, various topics relating to environmental
and social issues and corporate governance were also
discussed. Through GES Investment Services, DNB conducted
113 dialogues with 86 companies concerning seemingly
reprehensibleincidentsorsuspected breachesofinternational
standards or conventions. The dialogues are structured
processes with clear targets for the desired outcome. In
addition, milestone attainment is measured.

In 2015, DNB voted at 122 general meetings in Norway. At
26 of these meetings, voting was contrary to recommenda-
tions made by the board of directors. DNB is in continuous
dialogue with the companies to be able to influence them
sothatcases presented at general meetings arein line with
what the Group considers to be good corporate governance.

AMBITIONS
DNBwill continuetorefine processes toinclude environmen-
taland social aspects, aswell as topics related to corporate
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governance ininvestment operations. The Group will focus
onfurtherintegratingenvironmental and socialaspectsand
ownershipadministrationininvestmentdecisions, focusing
on dialogue, in the period up to 2018. Equity funds which
invest in companies which distinguish themselves in this
respect will be developed.

Seeacomplete overview of excluded companies and read
moreaboutethicalinvestmentand companydialoguein the
sustainability library (link below).

RESPONSIBLE CREDIT

WHY THIS IS MATERIAL

DNB wishes to contribute to sustainable development in
society. Responsible business operations that emphasise
environmental and social aspects, corporate social respon-
sibility and business ethicsare essential to DNB. The Group's
resources shall be used to meet customer needs without
violating thelaw, international conventions, rules or prohibi-
tions. Thisisdone becauseitis morally and ethically correct,
butalsobecauseitrepresentssoundrisk management. The
financing of activitiesinlegal orethical grey areasrepresents
unacceptable risk.

POLICY AND APPROACH

DNB's credit policy states that environmental risk factors
shall be analysed on a par with other possible risk drivers
and be of decisive importance with respect to whether or
not applications for credit should be approved.

DNB has separate guidelines for corporate social respon-
sibility within credit activitiesfor corporate customers. The
guidelines describe how DNB's business areas should assess
corporate customers' CSR performance and risk associated
with environment, social and governance factors (ESG risk).
Theguidelinesshallensure that DNB considers CSR/ESGrisk
forall customers and contributes to promoting responsible
and sustainable business operations.

In 2016, several changes were made to the guidelines.
Among other things, DNB's expectations to all corporate
customers were made more clear. Customers must comply
with relevant laws and regulations in the countries where
they operate, but alsoactin accordance with international
conventions and guidelines. DNB requires that human and
labour rights are respected and that customers take into
accounttheenvironmentthroughresponsible management
of theirenvironmentalfootprint. Customersarealso expected
totakeintoaccountrelevantchallengesfortheiroperations
asaresultofactualand expected climate changes. Inaddition,
itwas clarified which activities DNB will refrainfrom financing
and exampleswere given withinindustries/subjectssuchas
protected/vulnerable natural habitats, defence/controver-
sial weapons, energy, logistics/transportation, seafood and
fisheries, forestry as well as metals and mining.

DNB hasadopted the Equator Principles. According to the
Group'scredit guidelines, alladvicein connection with project
financing, project-related corporate loans and bridge loans
laid down in the criteria principles shall be assessed based
ontheEquatorPrinciples. The principlesareacommon set of
guidelines used by the majority of largeinternational financial
institutions formanaging environmentaland socialissuesin
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Measuring the greenhouse gas emissions of mutual

funds relative to reference indices

As part of efforts to reduce exposure to companies with
high climate risk, in 2016 DNB started to measure the
carbonfootprintofallequityfunds. Carbonfootprint, also
called carbon intensity, is the measure of a company's
greenhouse gas emissions relative to the company's
turnover and is one of several factors that says some-
thingaboutthe company's climateimpact. Afteridentify-
ing the carbon risk in the portfolios, there are different
approaches to reducing the risk.

DNB usesinformation from MSCI ESG Research about
companies' greenhouse gas emissions. The companies'
carbon footprintis weighted by therespective holdingin
the portfolios. The sameisdonefortheindex. Inthe calcu-
lation, any cash in the portfolios is distributed propor-
tionately between the othercompanies. For companies
without emission data, the average figure for compa-
nies in the portfolio with emission data has been used
in the calculation. DNB reports CO2 equivalents that
include scopeland scope2emissions, as defined by the
Greenhouse Gas Protocol. Scope Tincludes direct emis-
sions from sources that are owned or controlled by the
organisation, scope 2 includes indirect emissions asso-

ciated with purchased energy, while indirect emissions
associated with purchased goods and services that fall
inunderscope3, arenotincluded. The method for report-
ing greenhouse gas emissionsis underdevelopmentand
could be subject to change.

The graph shows 19 equity funds and their respective
indiceswheredata on greenhouse gasemissionsformore
than 90 per cent of the funds' investments are speci-
fied. Thesefundsrepresentabout 83 per cent of the total
market value of all of DNB's equity funds. Somefunds are
notincluded due to the lack of emission data. The graph
is a snapshot of the portfolio as at 31 December 2016 and
shows that compared with the respective indices, the
majority of thefunds had alowerorequal carbonfootprint.

Thereisgreatuncertainty surrounding data on green-
house gasemissions. Firstly, practicesforthereporting
of such emissionsvary considerably, while some compa-
niesdonotreporttheiremissions, and estimated figures
areused wheredatais missing. Despite the uncertainty,
DNB is of the opinion that greenhouse gas emissions
areanimportantfactortouseinanalysesof companies'
climate risk and impact.

Greenhouse gas emissions from DNB's mutual funds relative to reference indices

Tonnes of CO: equivalent for every USD 1 million of revenue

HEl DNBfund HEE Index

©2016 MSCI ESG Research LLC. Reproduced by permission.

Although DNB Asset Management's information providers, including without limitation, MSCI ESG Research LLC. and its affiliates (the“ESG Parties”), obtain
information from sources they consider reliable, none of the ESG Parties warrants or guarantees the originality, accuracy and/or completeness of any data herein.
None of the ESG Parties makes any express or implied warranties of any kind, and the ESG Parties hereby expressly disclaim all warranties of merchantability and
fitness for a particular purpose, with respect to any data herein. None of the ESG Parties shall have any liability for any errors or omissions in connection with

any data herein. Further, without limiting any of the foregoing, in no event shall any of the ESG Parties have any liability for any direct, indirect, special, punitive,
consequential or any other damages (including lost profits) even if notified of the possibility of such damages
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projectfinance. Financialinstitutions which have adopted the
principles, have undertaken not to provide project-related
financing to customers who do not wish to orare unable to
complywith the principles. By adoptingandfollowingup the
Equator Principles, DNB ensures that projects financed by
the Group develop and are operated in an environmentally
friendly and socially responsible manner.

In DNB, each customer team first evaluates whether a
projectcomplieswith the Equator Principles. DNB'sinternal
equatorteamreviews the summary, follows up and clarifies
anyoutstandingissuesand unidentified risksand determines
the final risk category. Amemo and minutes from the equa-
tor team's meeting are attached to the credit case when it
isduetobeconsidered by therelevant credit committee. As
partoftheannualloanreview, compliance with the Equator
Principles should be evaluated and reported to the relevant
credit-approval body for each credit commitment.

EVALUATION OF RESULTS IN 2016
DNBacknowledgesthatsomeindustries may havea greater
negative impact on the environment, people, health and
naturethanothers. This couldlead to financialrisk, legal risk
andinsome casesto conflicts of interest. DNB has therefore
developed special sector guidance notes for CSR/ESG to
ensurethatdecisionsarewell-founded andinaccordance with
DNB's corporate social responsibility policy and commitment
todeliverresponsible financial services. In 2016, such sector
guidance noteswereintroducedforthefollowingindustries/
sectors: energy, weapons and defence, seafood, metalsand
mining, as well as forestry. In 2017, DNB will consider estab-
lishing afurther one or two sector guidance notes.

DNB has previously had two different processesfor consider-
ing CSR/ESGriskincreditactivities—oneforlarge corporates
and one for SME customers. In 2016, a common risk-based
assessment processwasdevelopedforall corporate custom-
ers. Arisk-based approach implies that customersand cases
with serious potential consequences and a high probability
of negativeimpacts onthe environmentand peoplerequire
an extended review and documentation. The guidelines for
corporate social responsibility in credit activities are avail-
able in the sustainability library (link below).

Aspecial CSR/ESGriskassessmenttool hasbeendeveloped,
including discussion points, to be used in cases where such
risk is considered to be medium or high. Discussion points
have been prepared on the following topics: environmental
issues, climatechange, humanandlabourrights, corruption
andethics, aswellas corporate governanceand transparency.
In addition, industry specialists in the relevant corporate
customer sections in the business area Large Corporates
and International must be consulted.

CSR/ESGrisk must be assessed, where this is relevant, for
all corporate customers and incorporated in the decision-
making basis in the credit approval tool for customers. The
CSR/ESGriskassessment of theindividual customer must be
documentedandincludedas partof thedecision-making basis
forconsideringwhetherornottoapprove creditapplications.

In2016, a total of seven projects were processed inaccord-
ancewith the Equator Principles. Alist of these can be found
in the sustainability library (link below).

AMBITIONS

DNBwill continue todevelop the processestointegrate ESG
riskincreditassessments. Amongotherthings, the method
and structure for assessing the consequences and proba-
bility of CSR/ESG risk will be adapted to the group-wide risk
processadoptedin2016. The framework will be adjusted and
updated based onfeedbackfromusersandotherstakeholders.
Effortstomakeiteasiertoreportand monitorenvironmental
andsocial risksin the credit process will continue. Processes
and systems will be adapted whereby the estimated conse-
quencesand the probability that CSR/ESG risk will occurcan
be recorded, stored and used for reporting.

The development of e-based training in the new guide-
lines was started in 2016 and will be completed during the
first quarter of 2017. Thereafter, basic e-based training will
beavailabletorelevantemployeesand managers who work
with credit applications for DNB's corporate customers.
Specialised and topic-based training will also be developed
and implemented as needed.

Initiatives will also be taken toacquire one ormorecommon
sources for neutraland independentinformation about the
CSR/ESGriskrelating to companies, projects, sectors, coun-
tries and regions. This will increase the competence and
awareness of such risks among relevant parties. Supple-
menting own assessments with assessments made by exter-
nal experts will increase the quality of internal analyses of
customers' CSR/ESG risk.

In 2017, an e-based training program for Equator Princi-
ple assessments prepared by the Equator Principles Asso-
ciation will be made available to relevant employees and
managersin DNB.

RESPONSIBLE INSURANCE

WHY THIS IS MATERIAL

Sustainability considerations in the field of insurance are
mainly related to environmental aspects. Climate change
is resulting in more single, large claims of greater scope.
DNB aims to offer products and services which are relevant
and transparent for customers. DNB Forsikring offers both
property insurance and personal insurance to customersin
the personalbanking marketin Norway. Non-lifeand personal
insurance products cover important needs in people's lives
by protecting their material values in the event of damage
and unforeseen circumstances, such as illness or accidents.
Insurance operationsin DNBareorganised in DNB Forsikring
AS, a separate limited liability company.

POLICY AND APPROACH
Theoperationsaregoverned by DNB's group policy for corpo-
ratesocial responsibility and underlying guidelines, and the
companyaimsnottocontributetotheinfringementof human
and labour rights, corruption, serious environmental harm
or other acts which could be regarded as grossly unethical.
DNB'squidelineson combating corruption statethat DNB has
zerotoleranceforcorruptionandistohavearobustdefence
againstcorruption based on opennessand verifiability. DNB
Forsikringis committed to preventing corruptionandfraud,
and this is a continual process.

The sale of insurance products in Norway primarily takes
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place through personal contact with customers at physical
offices, onthetelephone, orin connection with sales proces-
ses for the insured objects. DNB has adopted the approval
schemeforsellers/advisersinthe non-lifeinsuranceindustry.
Thisisanational schemeto promoteandensure thatsellers
and advisers have the necessary knowledge and skills and
the right attitudes. It is important for DNB Forsikring to
ensure the quality of its sales and advisory services so that
customers can make theright choices.

DNB Forsikring has a number of agreements with suppli-
ers of insurance services which are offered to customers. It
isimportant forthecompany thatitisascertainas possible
thatthe suppliers with whom it entersintoagreementsact
in an ethical and sustainable manner. When entering into
supplier agreements with DNB Forsikring, suppliers must
sign DNB's code of responsible business conduct for suppli-
ers. Thisdocument contains requirements forenvironmental
management, ethical business practices, humanrightsand
labourstandardsonaparwith othercontractsenteredinto
inthe Group. Read more about responsible procurementin
the sustainability library (link below).

The managing director of DNB Forsikring is a member of
BRS (the Risk and Non-life Insurance Industry Board), while
theresponsible actuary is head of FUAS (the Specialist Actu-
ary Committee for Non-life Insurance) in Finance Norway.
ThroughitsrolesinBRSand FUAS, DNB Forsikring has partici-
patedinin Finance Norway's environmental work since2009,
by, amongotherthings, participatingina pilot project where
the company contributed with detailed data on insurance
claims. Theaimwas toachieveabetterunderstanding of risk
and to identify the need for more preventive work.

EVALUATION OF RESULTS IN 2016
Asat31December2016, DNB Asset Management managed a
capital portfolio of NOK2.4 billion on behalf of DNB Forsikring.
The company hasits ownasset management strategy with
separate risk limits for insurance, but otherwise complies
with the Group's guidelines for ethical investments. Read
more about the operationalisation of the guidelines in the
responsible investments section.

Customers increasingly expect simple, smart and digital
solutions. The digitalisation of the value chain in insurance
isexpectedtoaccelerate over thecomingyears. New digital
solutions will provide betterand more streamlined customer
experiences, and lower costs will result in lower prices to
customers. Vipps Invoice for young adults is an example
of a simple payment solution that was introduced to DNB
Forsikring's customersin2016. Together with the company's
insurance package for young adults, these are examples of
measures to simplify the purchaseand paymentof insurance
productsforyoungadultswho needtoinsure their personal
possessionsinasimple way and at a predictable price.

AMBITIONS

DNB will continue to provide ever-better data to be used in
environmental work, both withinthe company and generally
in BRS. Related claims data will be used to enable the insur-
ance industry, the public authorities and society to make
the right decisions. This work will also clarify the roles and
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responsibilities of the municipalities and the government.
DNB Forsikring will develop KPIs related to sustainability

and environmental aspects in the course of 2017. DNB also

supportstheobjectives of the BRS'climate committee for2017:

W make climate-related claims data available and use it
toenable theinsurance industry, the public authorities
and society to make the right and robust decisions

B make increasing use of the data to achieve industrial-
policy and strategic goals

B communicate to the publicauthorities and society the
social role of the insurance industry as an investorand in
loss prevention

M clarify the roles and responsibilities of the municipalities
and the government

W draft ajoint communication plan and action platform

VIEW RISKS AND OPPORTUNITIES IN A LONG-
TERM PERSPECTIVE

WHY THIS IS MATERIAL

Global and national development trends emphasise how
importantitis for DNB to view risks and opportunitiesin a
long-term perspective. DNB'sownersarealso concerned that
long-term challenges arereflected in the Group's corporate
governance, something which is also specified in the State
Ownership Report. The Group's long-term strategy will
contribute to stability and profitability over time.

POLICY AND APPROACH

DNB'sgovernance systemshould helptoensurealong-term
perspective while contributing to a balanced monitoring of
the company's performance. This is done by, among other
things, establishing financial, operational and strategic KPIs,
inaddition to healthand riskindicators. In this way, targets
aresetwhich donotsolely rate the financial performance of
the Group, but also non-financial values.

Toensurethatriskmanagementisintegratedinthe Group's
governance processes, the Risk Appetite framework is
included as part of DNB's governance system. The frame-
workrepresentsanoperationalisation of the Group's policy
and guidelines for risk management, whose purpose is to
contribute to a strong and long-term risk culture.

In order to operationalise the risk targets, appurtenant
boundary indicators are set, and in the aforementioned
governance system, separate KPIs are established which
defineacceptablerisk. Theframework distinguishes between
several risk categories, which are earnings and capital
adequacy, marketrisk, creditrisk, liquidity risk, operational
risk, anti-money laundering and reputational risk. Over the
lastfewyears, greateremphasis has been placed on the non-
financial risk categories, and a balanced approach will help
to safeguard the long-term risk scenario.

The indicators are first set at group level before they are
distributed to therest of the organisation. Monitoring takes
place through a dashboard system to help ensure that the
risks which have beenidentified as most significantat group
level are also subject to monitoring and discussion in opera-
tive units in the organisation. Follow-up via the dashboard
also helps to highlight developments and trends.
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Risk Appetite is reported monthly to the group manage-
mentteam, andisalsoasignificant part of the quarterly risk
report which is presented to the Board of Directors. Other
measures to develop the risk culture in the Group include
training programmes for employees.

DNB'sincentive structure should help tomanagethe DNB
Group'srisksand opportunities. The variable remuneration
scheme s performance-based without exposing the Group
to unwanted risk, and it also aims to counter excessive risk-
taking, aswellas promote healthy and effective risk manage-
mentin DNB. Thisis secured throughastronglink between
individual target settingand the Group's governance model.

In DNB's variable remuneration model, the total amount
isbased on profitsachieved overthe past twoyears. In addi-
tion, the payment of minimum 50 per cent of the variable
remunerationis deferred and conditionalin the form of DNB
shares. Theremuneration paidin the form of sharesisdivided
intothree, subject to minimum holding periods (deferred and
conditional) with one-third payable each year over a period
of three years. Release of the shares is subject to an annual
ex-postriskassessmentinlinewith theregulations. Variable
remuneration cannot exceed 50 per cent of fixed salary for
members of the group management team.

DNBdoesnotofferotherlong-termincentive schemesforits
employees. Read moreabout risk managementand theremu-
neration scheme under Corporate governance from page 88.

EVALUATION OF RESULTS IN 2016
In 2016, DNB implemented a comprehensive review of the
Group's products and services delivered to customers in
Norway toidentify reputationalrisk. Theresult of the review
was presented to DNB'sgroup management teamin April 2016.
Based on experiences from the review, DNB has adopted
new group guidelinesfortheapproval of productsand services.
The purpose of the group guidelinesis toensure highqualityin
DNB's portfolio of productsandservices, and therebyincrease
its competitiveness, improveitsreputation and safeguardits
corporatesocial responsibility. The guidelinesand procedures
forcomplianceshall supporteffective product developmentand
approval, and contribute to innovation and change capacity.
The elements in the delivery of a product or service often
span business areas and support units, legal entities and
external parties. The group guidelines use different roles
to allocate responsibility and are therefore independent of
the organisational structure. All roles have an independent
responsibility for making sure that sound assessments and
decisionsare madeinthebestinterestsof customersand DNB.

AMBITIONS

One of the ambitions for 2017 is that the new guidelines for
the development of products and services are adopted and
help to reduce risk in connection with individual commit-
ments and services, as well as at group level.

ENSURE OPENNESS AND TRANSPARENCY

WHY THIS IS MATERIAL
DNB aims to ensure confidence in the bank's intentions and
future prospects through openness about the Group's opin-

79

ionsandactivities, as this contributes towards building trust.
The information DNB communicates to its stakeholders,
particularly through reporting, must be reliable, complete
and relevant. See also the sustainability library for an over-
view of the stakeholder dialogue for 2016 (link below).

POLICY AND APPROACH

DNB's group guidelines for ethics (the code of ethics) state
that employees should communicate in an open, truthful
and unambiguous manner, and give all stakeholders correct
and timely information.

DNB supportsinitiativesin the financial services industry
which promote openness and transparency. Through inte-
grated reporting, the bank will provide good and complete
information about the company's ability to achieve long-
term value creation, including how macroeconomic, social
and environmental factors affect the company. DNB bases
this work on the regulatory framework International Inte-
grated Reporting Council, IIRC, and uses an “input-output”
model to describe its business model and value creation.
The model clarifies which input factors are used and shows
dependencies and connections in the business model and
the values created.

Beyond a general openness about the condition of the
company, itisimportantfor DNBto be openabouttaxreport-
ing. In Norway, country-by-country reporting to the tax
authoritieswasintroduced from2016. Thereporting require-
mentis based onthe OECD's proposal and is part of a larger
tax project, Base Erosionand Profit Shifting, BEPS. BEPS has
proposed various measuresto preventerosion of the tax basis
and profit shiftingin multinational companies. The country-
by-countryreportwill be part of DNB's transfer pricing docu-
mentation. The purpose of the country-by-country reporting
is to give the tax authorities in all countries greater insight
intocompanies'global operationsand thus gaina better basis
forassessing therisk of incorrect pricing and the allocation
of profits. Country-by-country reporting should include an
overview of turnover, profits, taxes paid, invested capital,
number of employees and assets per country, as well as an
overview of legal entities and their main operations.

EVALUATION OF RESULTS IN 2016

Throughout 2016, DNB had an ongoing project to establish
consistent definitions and assess changes to routines and
systemsinorderto beable to carry out country-by-country
reporting.

AMBITIONS

Country-by-country reporting is a way to be open about
DNB'soperationsoutside Norway. When this type of report-
ing to the tax authorities is in place, DNB will also consider
being open about otheraspects, in addition to reporting to
the tax authorities.

Read moreaboutthetargetsand measureswithin the topic

“Contribute toahealthy economy”inthesustainability library.

Link to the sustainability library:
DNB.NO/EN/ABOUT-US/CSR/SUSTAINABILITY-LIBRARY.HTML


www.dnb.no/en/about-us/csr/sustainability-library.html
www.dnb.no/en/about-us/csr/sustainability-library.html
www.dnb.no/en/about-us/csr/sustainability-library.html
www.dnb.no/en/about-us/csr/sustainability-library.html

Results that count

Taillwind

Both power and values are created when
top-quality Danish engineering meets high-
quality Norwegian wind. Literally.

DNB'S RENEWABLE COMMITMENT -

DNB finances projects within Norway, which is also reflected in
wind, water and solar power, and DNB's renewable energy portfolio.
the portfolio totalled more than Hydroelectric power accounts for
NOK 46 billion in 2016. 56 per cent, international wind

parks 13 per cent and solar energy
parks 7 per cent. The remaining ex-
posure is primarily to international

Internationally, DNB finances
renewable projects in Europe, the
United States, South America and

Australia. These are mainly water, energy companies.
wind and solar projects.

Hydroelectric power is the
largest renewable energy source in )ﬁ\
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he wind is a constant presence

I on the island of Vanngya, but it

isof high quality, asit blows un-

—— remittingly through the Fakken

offshore wind farm, far north in

the county of Troms in Norway. Here, 18

wind turbines stand majestically, each of

them 125 meters tall, dispersed over an

area of 3.5 square kilometres of exposed,
sea-weathered land.

The wind farm has come into existence
thanks to Danish wind power expertise
coupled with financial support from DNB.
Though it must be said that there was a
little headwind on the way.

DANISH ENERGY COMMITMENT. Dan-
ish Vestas has produced wind power tur-
bines for almost 40 years. Today, the Croup
isa global marketleader within wind pow-
er. Turbines from Vestas can be found in 75
countries, on six continents, offshore and
onshore, including at the Fakken wind
farm, and soon at Fosen, Norway's largest
wind power project.

However, some five years ago, while the
Fakken wind farm was being built, dark
clouds were gathering above Vestas. To
put it simply, the company had invested
too much money in the project, but earned
too little. One of the banks that stepped
in to help Vestas was DNB.

“As part of our commitment to renewable
energy, we had entered into a customer re-
lationship with Vestas as early asin 2006,
when we became part of their lending
syndicate. It was not coincidental that we
wanted Vestas to become a DNB custom-
er. The company is an important player
in the wind industry, and wind power is
something which Norway isjuststarting
to harness,” explains Sven Bakken, head
of DNB's renewable energy section.

dyvind Rustad is DNB's relationship
manager for Vestas and has followed the
company closely from the start. He remem-
bers well the problems the company had:

“The company had to be refinanced and
this was done during an intense six
months in 2012. The solution was that we,
together with five other banks, putin place
a financing solution of EUR 1 billion.”

IN GOOD TIMES AND IN BAD, Marika
Fredriksson, chief financial officer of
Vestas, emphasises the excellent relation-
ship the company has with DNB:

“Itis fundamental to have mutual trust

ResultSthat count

“It 1s only fair
and right that
those who have
supported us
through the
bad times, earn
money from us
when things go
well.”

MARIKA FREDRIKSSON, CHIEF
FINANCIAL OFFICER OF VESTAS
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and understanding for each other, and
this is where DNB has really met our ex-
pectations. They understand our opera-
tions, and they realise just how complex
the renewable industry is. They also trust
us,inboth good and difficult times,” says
Fredriksson, who stresses the importance
of having a long-term relationship:
“Now that things are going so well, there
are many banks that would like to do
business with us, but we will not be op-
portunistic and throw a good partnership
out of the window just because someone
else comes along and knocks on the door.
It is only fair and right that those who
have supported us through the bad times,
earn money from us when things go well.”
“We have a good relationship with Vestas,”
confirms @yvind Rustad. “It is clear that
the balance of power in the relationship
between abank and a company will often
shiftandin the energyindustry, thereare
many external conditions that affect the
bottom line. Everything is governed by
governments' energy policies and mar-
ket developments, and of course new low
points may occur. However, both Vestasand
we are thinking long term,” says Rustad.
“DNBhasbeenaveryreliable and highly-
appreciated business partner ever since
we entered into a relationship with the
bank,” says Hans Smith, head of Group
Treasury and Investor Relations, at Vestas.
“DNB has been instrumental to Vestas
being where we are today. On the whole,
the future looks increasingly brighter.
Wind and other renewable energy sour-
ces are now fully competitive in relation
to other forms of energy.”



1. More renewable: Berit Henriksen, head of
DNB's Energy Division, expects significant growth
in DNB's renewable portfolio in the years to come.

2. Not easy: “Part of the challenge of wind power
is to build on a large enough scale to be able

to operate effectively,” emphasises Bjern Inge
Pettersen, chief financial officer in Troms Kraft.

3. Combined effort: A long-term perspective and
mutual trust are important for a good relationship
between a bank and a customer. This is the case in
the relationship between Vestas and DNB, repre-
sented here by, from the left: Sven Bakken and
@yvind Rustad from DNB and Marika Fredriksson
and Hans Smith from Vestas.

4. Head for heights: The turbines, which are 125
metres tall and have 45-metre-long rotor blades,
produce enough electricity annually to supply
7000 households. They have done this since 2012,
when the wind farm was completed and Troms
Kraft could start operation.

Renewable energy
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DO RENEWABLES AND OIL/GAS GO
HAND IN HAND? DNB's work within re-
newable energy is largely about project
financing. Thebank hasaleading position
within lending to Norwegian and Nordic
energy companies, as well as wind power
projects, with a portfolio of some NOK 46
billion. DNB also finances water, solar and
wind power projects worldwide, including
in Europe, the United States, South Amer-
ica and Australia.

“We focus on renewables because we be-
lieve in this industry, which most of all
needs predictability and a long-term per-
spective. It is challenging to make many
justifiable investments when energy
prices are low and the future of electri-
city certificates is uncertain,” says Berit
Henriksen, head of DNB's energy division.
The division comprises both renewable
energy, oil/gas and oil service providers.

“As a bank, we reflect the whole of Nor-
way and are a bank for several parts of the
industry. Norway is an oil and gas nation,
where DNB has built up a significant
portfolio and strong expertise. Given that
Norway has unique hydroelectric power
resources, we have also developed in-depth
expertise within renewable energy. Oil, gas
andrenewables will continue to coexist for
a long time, and we will give long-term
support to these sectors. The petroleum
industry has also developed skills and ex-
pertise that are useful for offshore wind
power, and we are seeing that more com-
panies are also investing in renewables.
In general, we expect significant growth
in our renewable portfolio in the years to
come,” concludes Henriksen.



Brand ambassador

“Employees across
the organisation must
be motivated to be
innovative and dare to
share their ideas.”

JORGEN WIKLUND KLEPPE

Brand ambassador

DNB's brand ambassador
programme is an internal initiative
whereby DNB employees each year
select 100 colleagues to be brand ﬂ u
builders. The network of brand P
ambassadors will help build a
culture characterised by employee
engagement and customer
orientation, while being a driving
force of change.

Jorgen Wiklund Kleppe is one
of them. He processes loan
applications in real estate.

What do you think is important
if DNB is to create long-

term value and how can you
contribute?

“The most important thing we
can do now is to use the expertise,
knowledge and data we already
have to develop new and existing
solutions to meet customer needs
today and in the future. If we are
going to succeed with this, we
need to get employees across the
organisation to challenge today's
DNB, think differently and dare to
share their own ideas.”
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Board of Directors

AS AT 8 MARCH 2017

The Board of Directors of DNB ASA is the Group's supreme governing body. Through the group chief execu-
tive, the Board shall ensure a sound organisation of business activities. The Board has three sub-commit-
tees: the Risk Management Committee, the Audit Committee and the Compensation Committee.

Anne Carine Tanum
BORN 1954

Role on the Board of Directors:
Board chairman in DNB and DNB
Bank since 2008 (board member
since 1999) and chairman of the
Compensation Committee.

Background: Law degree from
the University of Oslo. Long-
standing managing director and
owner of Tanum AS. Former board
member in DnB Holding, Den nor-
ske Bank and Vital Forsikring.

Other key positions of trust:
Board chairman in the Norwe-
gian National Opera and Ballet,
E-CO Energi Holding AS, E-CO
Energi AS and Nordisk Film Kino
AS. Vice-chairman of the board of
Oslo University Hospital. Board
member in Cappelen Damm AS,
Try AS, Europris AS and the Abel
Prize. Former board chairman
in the Norwegian Broadcasting
Corporation, NRK.

Number of board meetingsin
2016:19 0f 19
Number of shares”: 400 coo

Tore Olaf Rimmereid
BORN 1962

Role on the Board of Directors:
Board vice-chairman in DNB since
2012 (board member since 2009).
Chairman of the Audit Commit-
tee and the Risk Management
Committee and member of the
Compensation Committee.

Background: Master's degree in
business administration and aut
horised financial analyst from the
Norwegian School of Economics.
President and CEO of E-CO Energi.
Former head of the Finance and
Administration Departmentin
the Norwegian Broadcasting
Corporation, NRK, and group
executive vice president, Financial
Reporting and Finance, in the
SpareBank 1Alliance. Experience
from Kreditkassen.

Other key positions of trust:
Board chairman in Oslo Lysverker
and Opplandskraft DA. Former
board chairman in Energy Norway
and political adviser for the Con-
servative Party's parliamentary
group.

Number of board meetingsin
2016:19 0f 19
Number of shares”: 10 611
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Jarle Bergo
BORN 1945

Role on the Board of Directors:
Board member in DNB and board
vice-chairman in DNB Bank since
2011. Member of the Audit Com-
mittee and the Risk Management
Committee.

Background: Economics degree
from the University of Oslo. Held
various positions in Norges Bank
from the late 1960s, ending his
career as deputy governor.

Other key positions of trust:
Former alternate executive direc-
tor of the International Monetary
Fund, IMF, business manager for
the Norwegian Banks' Guarantee
Fund and board member at Oslo
Bors (the Oslo Stock Exchange).
Former member of various
committees and expert groups,
including the Council of Ethics for
the Government Pension Fund —
Global in 2002.

Number of board meetingsin
2016:170f 19
Number of shares": 225

CarlA. Lgvvik
BORN 1952

Role on the Board of Directors:
Board employee representative in
DNB since 20T1.

Background: Employee repre-
sentative in DNB. Employed as
aninsurance agentin 1988 and
worked within marketing in DNB
Livsforsikring and as a manager
at DNB Livsforsikring's Customer
Service Centre.

Number of board meetingsin
2016:13 0f 19
Number of shares”: 1191



Vigdis Mathisen
BORN 1958

Role on the Board of Directors:
Board employee representative in
DNB and DNB Bank since 2012.

Background: Business graduate
from and several courses in mana-
gement at Bl Norwegian Business
School. Employed in DNB since
1983 and elected chief employee
representative for the Group in the
Finance Sector Union DNB in 2012.

Other key positions of trust:
Previous board member for five
years in Den norske Bank and
DnB Holding.

Number of board meetings in
2016:19 0f 19
Number of shares”: 481
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Jaan Ivar Semlitsch
BORN 1971

Role on the Board of Directors:
Board member in DNB since June
2014. Member of the Audit Com-
mittee and the Risk Management
Committee.

Background: Graduate of the
Norwegian School of Economics.
CEO in Elkjop Nordic AS. Former
Chief Operating Officer of Statoil
- Retail Europe and CEO of Planta-
sjen ASA and Rema Industrier AS.

Other key positions of trust:
Former and current board chair-
man and board member in several
Norwegian enterprises. Chairman
of the Board of Elkjop Norge AS
and Lefdal Elektromarked AS.
Former chairman of the Board of
Statoil Norge AS.

Number of board meetings in
2016:19 0of 19
Number of shares”: 12 300

87

Berit Svendsen
BORN 1963

Role on the Board of Directors:
Board member in DNB since 2012
(former member of the Board in
DNB Bank 2010-2012). Member of
the Compensation Committee,
the Audit Committee and the Risk
Management Committee.

Background: Graduate engineer
with a Master of Technology Man-
agement degree from the Norwe-
gian University of Science and
Technology (NTNU). Executive vice
president in Telenor and Telenor
Scandinavia and CEO of Telenor
Norway. Former chief technology
officer in Telenor and head of
Telenor's fixed network business
in Norway, and CEO of Conax.

Other key positions of trust:
Board member in SAS and Bisnode
AB. Former board chairmanin
Data Respons and board member
in EMGS and Ekornes, as well as a
member of the European Commis-

sion Advisory Group on ICT matters.

Number of board meetingsin
2016:170f 19
Number of shares”: o

1) Shareholdings in DNB
ASA as at 31 December
2016. Shares held by
the immediate family
and companies in
which the shareholder
has decisive influence
arealso included.
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Corporate governance

DNB's management and Board of Directors annually review the principles for
corporate governance and how they are implemented in the Group. Pursuant to
Section 3-3b of the Norwegian Accounting Act and the Norwegian Code of Practice
for Corporate Governance, DNB hereby gives an account of the Group's corporate
governance principles and practice.

Changes from previous years

subsection of the Norwegian Accounting Act

Section 14 Corporate take-overs

After the Panama Papers case, DNB will establish an external notification
procedure in addition to the existing internal procedure, see Section

Deviations from the Code of Practice / Section 3-3b, second

DNB deviates from the Code of Practice in the following way:

The Board of Directors has chosen not to determine explicit guiding principles on how to actin the
event of a take-over bid. The background for this exception is that the Norwegian government owns

34 per cent of the shares in DNB ASA, making such principles not very relevant. The Board of Directors
otherwise endorses the wording in this section of the Code.

Section 3-3b, second subsection of the Norwegian Accounting Act

(statement on corporate governance)

The description below accounts for DNB's compliance
with Section 3-3b, second subsection of the Norwe-
gian Accounting Act. Thenumbersrefer to the section's
numerical order.

1-3. Specification of the recommendations complied

with by DNB, information on where the recom-
mendations are available and reasons for any non-
conformance with the recommendations

The DNB Group's corporate governance structure is

based on Norwegianlegislation. DNB complieswith the

Norwegian Code of Practice for Corporate Governance

dated 30 October 2014 issued by the Norwegian Corpo-
rate Governance Board, NUES. The Code of Practice is

available on nues.no. Any deviations from the Code of
Practiceareaccountedforunderthedescription of DNB's

compliance with the Code of Practice below.

4. Adescription of the main elementsin the Group's
internal control and risk management systems
linked to the financial reporting process

See section 10 B under the Norwegian Code of Practice
for Corporate Governance below.
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5. Articles of Association that completely or parti-
ally extend or depart from provisions stipulated
in Chapter 5 of the Public Limited Companies Act
DNB ASA's Articles of Association do not deviate from
Chapter 5 of the Public Limited Companies Act, which
governs general meetings.

6. The composition of governing bodies and a descrip-
tion of the main elements in prevailing instructions
and guidelines for the work of these bodies and any
committees

See sections 6,7, 8 and 9 under the Norwegian Code of
Practice for Corporate Governance below.

7. Articles of Association that regulate the appoint-
ment and replacement of members of the Board of
Directors

See section 8 under the Norwegian Code of Practice for
Corporate Governance below.

8. Articles of Association and authorisations that
allow the board to decide that the enterprise is to
repurchase orissue the enterprise’s own shares or
equity certificates

See section 3 under the Norwegian Code of Practice for
Corporate Governance below.


www.nues.no
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The Norwegian Code of Practice for Corporate Governance

The description below accounts for DNB's compliance with
the15 sections in the Code of Practice.

SECTION 1

IMPLEMENTATION OF AND REPORTING ON
CORPORATE GOVERNANCE
Therearenosignificantdeviations between the Code of Prac-
tice and the way it is complied with in DNB. One deviation
in section 14 has been accounted for below.

DNB's vision is: Creating value through the art of serving
the customer. The Group's values, helpful, professional and
show initiative, underlie the vision.

The vision and values form the basis for the Group's rules
governing ethics and corporate social responsibility.

TheBoard of Directors hasapproved policiesand guidelines
in the following areas to support corporate governance in
the DNB Group:

M corporate social respon- W compliance

sibility B communication
M shareholder relations M financial
M ethics management”

M effective development
and operations
M risk management”

H people and organisation
M security

More about the policy for corporate social responsibility
DNB is committed to take into account the climate and the
environment, social conditionsand corporate governancein
allof its activities. Thisalsoappliesinrelation to the Group's
suppliers.

DNB shall not contribute to the infringement of human
or labour rights, corruption, serious environmental harm
orotheractions that could be regarded as grossly unethical.
Read more about DNB's corporate social responsibility
in the chapter Responsible operations on page 55 and at
dnb.no/en/about-us.

More about the policy for shareholder relations

Through open dialogue and regular contact and commu-
nication, DNB will ensure that the company's share price
at all times adequately reflects the underlying values of
the company. The management of shareholder relations is
largely based on the Norwegian Code of Practice for Corpo-
rate Governance, especially the part which refers to the
equal treatment of shareholders. See also Section 13 below.

More about the policy for ethics

The DNB Group shall be characterised by high ethical stan-
dards and sound corporate governance. According to the
Group's code of ethics, itsemployees, members of governing
bodies, temporary staff and consultants should act with
respect and consideration, and communication should be

1) Seefurther description in Section 10.
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open, truthful and unambiguous. DNB's code of ethics also
idealswith corruption, impartiality, the duty of confidentia-
lityand the duty to notify, conflicts of interest, relations with
customersand suppliers, mediarelations, securities trading,
insider trading and relevant personal financial matters.
Violation of the code of ethics on the part of an employee
could have consequencesforhisorherpositioninthe Group.
Thecomplete code of ethics can befound on the Group's web-
site,dnb.no/en/about-us/corporate-social-responsibility.html

Notification
The Group's code of ethics sets forth that employees must
promptlyinform theirimmediate superiororthe group chief
audit executiveif they obtain knowledge about circumstan-
cesthatare contrary to prevailing regulationsissued by the
authorities or represent major breaches of internal regula-
tions. Employees who in a responsible manner notify repre-
hensibleaspects pursuanttothisitem will be protected from
any repercussions following such disclosure.
DNBisintheprocessofimplementingasolutionforanony-
mous electronic notification to an external party in addi-
tion to the existing procedure for notifying the group chief
audit executive. The solution will be extended to include
temporary employees.

No deviations from the Code of Practice.

The Board of Directors actively followed
up the Panama Papers case

The Panama Papers case put its mark on DNB in 2016. One of
the prime concerns of the Board of Directors was to get the best
possible insight into what had happened, and it was decided

to initiate an independent investigation of all aspects of DNB's
involvement in the matter. The law firm Hjort delivered its final
report to the Board of Directors in September. In its report, Hjort
states that DNB Luxembourg facilitated the establishment of

42 companies in the Seychelles for customers during the period
2006 to 2008, and that all these companies are dissolved. The re-
port concludes that no violations of the law associated with the
establishment of this service offering were uncovered. However,
itis pointed out that the establishment of the service offering
was not approved in accordance with DNB's internal standard
procedure for new products. In addition, it is stressed that the
code of ethics was not followed when the business area with
responsibility for DNB Luxembourg did not stop the service of-
fering pending an assessment of its reputational consequences.

In consequence of the Panama Papers case, DNB's Board

of Directors has approved a number of measures, including

the introduction of an external notification channel, several
measures related to the management and control of subsidiaries,
new and comprehensive guidelines for the approval of new
products and a review of Group Audit's competencies and
resources. In addition, the implementation of a new IT tool has
been approved as support for the operationalisation of and
compliance with external requirements and internal guidelines.


www.dnb.no/en/about-us
www.dnb.no/en/about-us/corporate-social-responsibility.html
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SECTION 2

BUSINESS

The object of DNB is to engage in banking, insurance and
financing and any related activities within the scope of
Norwegian legislation in force at any time. The complete
Articlesof Association of DNB ASA can befound onthe Group's
website, dnb.no/en/agm. The directors' report describes the
Group'stargetsandstrategies, and the marketis kept updated
throughinvestor presentationsin connection with quarterly
financial reporting, capital markets days and presentations
on special subjects.

Inthestrategy processes, the Board of Directors considers
whether goals and guidelines are unambiguous, adequate,
welloperationalised and easily comprehensible forallemploy-
ees. All key guidelines areavailable to theemployees through
DNB'sintranet or by other means.

No deviations from the Code of Practice.

SECTION 3

EQUITY AND DIVIDENDS

The Board of Directors continually reviews the capital situa-
tioninlight of thecompany'stargets, strategiesandintended
risk profile. Seethe Group'sreportonriskand capital manage-
ment (Pillar 3) forafurtherdescription of the rules on capital
adequacy, the principles applied by DNB to estimate capital
requirements, aswellasafurtherspecification of the Group's
capitaladequacyratio. Thereportisavailable onthe Group's
website, dnb.no/investor-relations.

The EU capital requirements directive CRD IV introduces
requirements for both equity, long-term funding and liquid-
ity reserves. See the chapter on the new regulatory frame-
work for a further description of the regulations and how
they have been implemented in Norway.

The Board of Directors considers the Group to be well capi-
talised in relation to current regulatory requirements. DNB
is continuing its adaptations to the new liquidity and capi-
talrequirementswhich havealready beenintroduced orare
expected to be introduced over the next few years.

Dividends

DNB's primary objectiveistocreatelong-termvalueforshare-
holders, partly through a positive share price development
and partly througha predictabledividend policy. The Group's
long-term dividend policy is to have a payout ratio of more
than 50 per cent of profits, which will be a combination of a
cash dividend and a share buy-back programme.

Repurchase of shares

To ensure flexibility in the Group's capital management, the
Board of Directors hason previousoccasionsasked theannual
general meeting for an authorisation to repurchase own
shares. An agreement has previously been signed with the
Norwegian government, represented by the Ministry of Trade,
Industry and Fisheries, for the redemption of a proportional
share of governmentholdings to ensure that thegovernment's
percentage ownership remainsunchanged. Inordertoensure
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anoptimallevel of capitalin the company, on26 April 2016, the

general meetingauthorised the Board of Directorstoacquire

ownsharesforatotalfacevalueof upto NOK325759772, corre-
sponding to 2 per cent of the company's share capital. The

shares shall be purchased in a requlated market. Each share

may be purchased at a price between NOK 10 and NOK 200.
Acquired shares shall be sold inaccordance with regulationson

the reduction of capital in the Public Limited Companies Act.
The authorisation will be valid for a period of 12 months from

the date the resolution was passed at the general meeting.

Increases in share capital

At the present time, no authorisation had been granted to
the Board of Directors for an increase in the share capital
of DNB ASA.

No deviations from the Code of Practice.

SECTION 4

EQUAL TREATMENT OF SHAREHOLDERS AND TRANS-
ACTIONS WITH CLOSE ASSOCIATES
DNBASAhasoneclassof shares. Inthe Articles of Association
andintheworkcarried out by the Board of Directorsand group
management, thestrong protection of minority shareholders
isemphasised in the form of equal treatment, requirements
formajority votesand the obligation todisclose transactions
with close associates. All shares carry equal voting rights. In
connectionwithincreasesinshare capital, existing sharehold-
ers will be given pre-emptive rights, unless such rights are
derogated from due to special circumstances. In such case,
the reasons for such a derogation will be specified. In cases
when the Board of Directors asks the Annual General Meeting
foranauthorisation torepurchase ownshares, shareswill be
purchased through the stock market at market price.

Largest shareholder
The Norwegian government, represented by the Minis-
try of Trade, Industry and Fisheries, is DNB ASA's largest
shareholder, owning 34 per cent of the shares. According to
the State Ownership Report (White Paper no. 27 2013-2014
Diverseandvalue-generating ownership), the purpose of the
government's ownershipin DNB ASAistoretainalargeand
highly competent financial services group headquartered
in Norway. The company is to be run on commercial terms,
with an aim to generate a competitive return. The govern-
ment points out that a holding that gives negative control
contributes to this end. The government will thus maintain
its holding in DNB ASA and has come to the conclusion that
the holding will not be reduced below 34 per cent.
Theshares held by the Ministry are managed by the Depart-
ment of Ownership, subject to special management guide-
lineswhichamongotherthingsstipulate that the Norwegian
government cannot have representatives on the boards of
directors of financial institutions, but that the government,
through participationinelectioncommittees, mustensurethat
the governing bodies include representatives from all share-
holdergroups. The guidelinesrequire that the Ministryactina
manner conducive to equal treatment of DNB's shareholders.


www.dnb.no/en/agm
www.dnb.no/investor-relations
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Second largest shareholder
Sparebankstiftelsen DNB (the DNB Savings Bank Foundation)
is the second largest shareholder, owning 9 per cent of the
shares at end-December 2016. According to Norwegian law,
the foundation is required to be a stable, long-term owner
inthe Group. Inorderto ensure funds forits operations, the
foundationaimstoachieve the highest possible risk-adjusted
return on capital under management. More information is
available on sparebankstiftelsen.no.
AccordingtotheArticles of Association of DNB ASA, aslong
as Sparebankstiftelsen DNB owns10 per cent or more of the
sharesin DNB ASA, the question of sale or other disposal of
shares in DNB Bank ASA shall be considered by the general
meetingin DNB ASA. Thesameapplies toquestions concern-
inga mergerordemerger of the bank, disposal of a material
portion of the bank's business or theissuing of sharesin the
bank to parties other than DNB ASA.

Transactions with close associates

Instructionsforthe Board of Directors of DNB ASAstate that
a board member cannot participate in deliberations or deci-
sionsonissueswhere he orshe personally or his or herclose
associates would be seenashavingadirectorindirect perso-
nal or financial interest in the matter. The same principle is
embodiedinthe Group's code of ethics. Itis the duty of each
board memberto ensure that he orsheis without prejudice
in deliberations of specific matters. The Board of Directors
must approve agreements between the company and a
board memberorthegroup chief executive. The Board must
also approve agreements between the company and third
parties wherea board member or the group chief executive
can be perceived to have a significantinterestin the matter.

Board members mustinformthe Board of Directors if they
have a direct, significant interest in an agreement entered
into by the company oranother companyinthe DNB Group.
The same applies if such agreement is signed by a company
outside the DNB Group in which the board member either
has an ownership interest, serves on the board or has a
senior management position. A notification should be sent
totheboard chairman, with a copy to the Group Secretariat.

Board members, or companies with which they are asso-
ciated, should not take on special assignments for compa-
nies in the DNB Group other than their board membership.
If this occurs, however, the entire Board of Directors must
beinformed. Remunerationforsuch assignmentsis subject
toapproval by the Board of Directors.

With respect to the Group's other employees and elected
officers, the Group's code of ethics lays down detailed rules
regulating transactionswith closeassociates. Asageneralrule,
anemployee orelected officer will be considered disqualified
if circumstances exist that may lead others to believe that he
orshepromotesinterestsotherthanthoseof the DNB Group.
Employees must be aware of potential conflicts of interest if
they combine positions of trust with otherrolesin the Group.

Where a transaction is not immaterial for either the DNB
Grouporthecloseassociateinvolved, unlessitisamatterfor
consideration by the general meeting according to stipula-
tionsinthe Public Limited Companies Act, the Board of Direc-
tors will ensure that a valuation is made by an independent
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third party. This also applies to any transactions between
companies in the DNB Group where minority shareholders
areinvolved. Notimmaterial transactions with close associa-
tesaredescribed in a separate note to the annual accounts.

No deviations from the Code of Practice

SECTION 5

FREELY NEGOTIABLE SHARES

Thesharesin DNBASAarelisted on Oslo Bars (the Oslo Stock
Exchange)and are freely negotiable. The Articles of Associa-
tioninclude no form of restriction on negotiability.

No deviations from the Code of Practice.

SECTION 6

GENERAL MEETING
The general meeting exercises the highest authority in DNB
andrepresentsthecompany'sshareholders. Accordingtothe
Articlesof Association, theannual generalmeeting shall be held
before the end of April each year. The notice and the registra-
tionformwill be sentto shareholdersand be published onthe
Group's website no later than 21 days prior to the date of the
general meeting. The procedure forvoting and for proposing
resolutions is described in the notice of the general meeting.
AccordingtotheArticles of Association, thegeneral meeting
shall be convened by the Board of Directors. The chairman of
the Board of Directors, at least one representative from the
Election Committee and the statutory auditor will attend
general meetings. Other board members may also attend
the meetings. Representatives from group management will
include the group chief executive, the chief financial officer, the
group chiefauditexecutiveand specialistsin certainfields. The
minutes of general meetingsareavailableondnb.no/en/agm.
Thegeneral meeting elects shareholderrepresentativeson
the Board of Directorsand members of the Election Commit-
tee. Thevoting procedure gives shareholders the opportunity
tovote separately for each individual candidate nominated
for election to the various governing bodies. The general
meeting also selects the statutory auditor. The Election
Committee consists of up to five members elected by the
general meeting for a term of up to two years.
Decisionsare generally made by simple majority. Decisions
concerning thedisposal of shares, mergers, demergers, the
sale of a material part of DNB Bank ASA's business or the
issuing of sharesin the bank to parties otherthan DNB ASA,
require the approval of at least two-thirds of the votes cast
and of the share capital represented at the general meeting.

No deviations from the Code of Practice.

SECTION 7

ELECTION COMMITTEE

In accordance with DNB ASA's Articles of Association, the
general meeting has established an Election Committee
consisting of four members. The general meeting has laid
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down instructions for how the Election Committee should
carry out its duties. The members of the Election Commit-
teeshallbeshareholders orrepresentatives forshareholders
and shall, as far as possible, represent all shareholders. No
member of the Board of Directors or representative from
group managementisamemberof the Election Committee.

According toinstructionsforthe Election Committee, there
should be rotation among the committee members.

The Election Committee submits justified recommenda-
tions to the general meeting for the election of members
to the Board or Directors and the Election Committee. The
recommendation should include relevant information on
each candidate's background and independence. Further-
more, the committee proposes remunerations to members
of the aforementioned bodies. The remuneration of the
Election Committee is determined by the general meeting.
Information about the Election Committee and closing dates
for proposing candidates can be found on dnb.no/en/agm.

The Election Committee held 14 meetingsduring2016. The
Committee proposed candidates forelection to the Board of
Directors and the Election Committee and also carried out
preparatory work related to issues to be considered in 2017.

No deviations from the Code of Practice.

SECTION 8

BOARD OF DIRECTORS, COMPOSITION AND
INDEPENDENCE

The governance and management of the company will be
undertaken by the Board of Directorsand the general meeting.

The Board of Directors has up to seven members, up to
five of whom are elected by the shareholders and two are
representatives fortheemployees. No member of the group
management team is a member of the Board of Directors.
Whenelectingmembers to the Board of Directors, the need
for both continuity and independence should be met, while
ensuring a balanced board composition. No one may be a
member or chairman of the Board of Directors for a conse-
cutive period of morethani2years. Anew12-year period will
startifanordinary board memberiselected board chairman
orviceversa. Noonemay holda positionasanordinary board
memberand/orboard chairmanforatotal period exceeding
20 years. Members are elected for terms of up to two years.
As at 31 December 2016, the Board had seven members, five
of whom were elected by the shareholders and two were
representatives for the employees. Three of the members
were women, two of whom were elected by the sharehold-
ersand onerepresented the employees.

The curricula vitae of the individual board members and
board meetingattendancein2016 are foundin the presenta-
tion of theboard membersin thischapterand onthe Group's
website. The Board of Directors will consider the indepen-
dence of its members, and their conclusion is presented in
thelisting of governing bodies. When new board members
are nominated, their suitability is assessed, including their
independence. The assessmentis followed up on an annual
basis by requesting a written confirmation from the board
members. The Group has initiated processes to continually
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monitor which other assignments are held by the board
members. See also the description under section 4 above,
Transactions with close associates. The presentation of the
Board of Directors lists any assignments for the Group and
anysignificantappointmentsorassignmentsin othercompa-
nies and organisations held by the members of the Board.
Board members are encouraged to hold shares in the
company. The presentation of governing bodies specifies
the number of DNB shares held by members of governing
bodies and their close associates as at 31 December 2016.

No deviations from the Code of Practice.

SECTION 9

THE WORK OF THE BOARD OF DIRECTORS

The duties of the Board of Directors

TheBoard of Directors hasapproved instructions governing
its work and administrative procedures, including matters
to be considered by the Board, the group chief executive's
tasksandobligationstowards the Board and ruleson conven-
ing and conducting meetings. Instructions for the Board of
Directorsareavailableat dnb.no/en. The Board of Directors
draws up an annual plan for its activities, covering duties
stipulated in laws, regulations, resolutions passed by the
authorities, the Articles of Association and decisions made
by the general meeting. The Board of Directors also issues
instructions for the group chief executive.

“The Group's strategy, financial
performance, capitalisation
and digitalisation were high
on the agenda in 2016.”

The Board evaluates its own work and work methods annu-
ally,and the evaluation forms the basis foradjustmentsand
measures. Inaddition, the Board's competencies, overalland
those of each board member, are evaluated.

The Board of Directors has the ultimate responsibilityforthe
management of DNB. Through the group chief executive, the
Board shallensureasound organisation of business activities.
The Board determines principal goals and strategic choices for
the Group, aswellasfinancial three-year plans forthe Group
and the business areas. The Board is continually updated
on DNB's financial position and development by approving
quarterlyandannualreportsand throughamonthly review
of the Group's financial position and development. Further-
more, the Board shall ensure that operations are subject to
adequate control and that the Group's capital position is
satisfactoryrelative to therisk and scale of operations. The
Board of Directors' responsibilities and implementation
and monitoring of risk management and internal control
aredescribedinsection10 below. The Board also presents a
statement to the general meeting proposing guidelines for
remunerations to senior executives. See section 12 below.
See theillustration of matters considered by the Board of
Directorsin 2016 on the next page.
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Work of the Board of Directors in 2016

JAN FEB MAR APR MAY JUNE JuLy AUG SEP OCT NOV DEC
Strategy

Evaluation of CEO

Y

Guidelines for the remuneration to senior executives

Annual risk appetite review

|

Annual review of credit strategies

|

Review of operational risk, internal control and compliance report

|
|

Preliminary annual accounts 2015

Quarterly accounts and risk report

NSNS s 0 Y8292 =SS

Annual report

Corporate governance principles and practice

RS

Pillar 3 report

E——

Follow-up of the Panama Papers case

Annual ICAAP

Financial plan

Strategy seminar

e

Board evaluation

_— .

Monthly status — financial performance

Monthly status — risk management

Atotal of 19 board meetings were held.
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Meetings of the Board of Directors are chaired by the board
chairman. Thevice-chairman may chairthe meetingsin the
eventthatthechairman cannotorshould notlead the work
of the Board. If neither the board chairman nor the vice-
chairman participates, the Board must select a member to
chair the meeting.

Thegroup chief executive will prepare matters to be consid-
eredbytheBoardof Directorsinconsultationwith thechairman
of the Board. Each matter must be prepared and presentedin
amanner which provides a satisfactory basis for discussion.

Audit Committee and Risk Management Committee

In 2016, the Audit Committee and the Risk Management
Committee consisted of four of the independent board
members.

The committees are working committees for the Board of
Directors, preparingmattersandactinginanadvisory capacity.
Membersareelectedforatermofuptotwoyearsamongthe
externalmembersof the Board of Directors, and the chairman
isappointed for a term of one year at a time. The committee
members must have the overall competence required to fulfil
theirduties based on the organisation and operations of the
Group. At least one of the members of the Audit Committee
must have accountingand/orauditing expertise. Atleastone
of the members of the Risk Management Committee must
have experiencefromidentifying, assessingand managingrisk
exposuresinlarge, complex companies. The members of the
committees are included in the presentation of the Group's
governingbodies. The objectives, responsibilitiesand functions
of thecommitteesarein compliance withinternational rules
andstandardsandaredescribedingroup standard procedures.
The committees normally have seven to eight meetingseach
year. Seesection10 Risk managementand internal controlfor
a further description of the committees' duties.

Compensation Committee

The Board of Directors of DNB ASA has a Compensation
Committee consisting of four members of the company's
Board of Directors. The committee normally meets six to
seven times a year. The committee puts forth a recommen-
dation for the Board of Directors' guidelines for remunera-
tion to senior executives in accordance with Section 6-16a
inthe Public Limited Companies Act. The committee draws
up proposals and issues recommendations to the Board of
Directorsregarding theremunerationawarded to the group
chiefexecutiveandactsinanadvisory capacity tothe group
chief executive with respect to the remuneration and other
important personnel-related matters concerning members
of thegroup managementteamandany othersreporting to
the group chief executive.

No deviations from the Code of Practice.

SECTION 10

RISK MANAGEMENT AND INTERNAL CONTROL

Allof the Group's operations entail risk. The ability to manage
riskisthe core of financial activityand a prerequisiteforlong-
termvalue generation. The Group aspires to have a low risk
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profileand will only assumerisk whichisunderstood and can
be followed up. DNB shall not be associated with activities
that can harm its reputation.

Risk management and internal control shall help ensure
effective operationsand prudent management of significant
risks. Theworkonriskmanagementin DNB ischaracterised
byindividual responsibility, transparent methods and proces-
sesthatsupportsoundrisk management. Risk management
shall be of good quality and have high information value.

Item 10 A below describes how the work on risk manage-
ment and internal control in the Group is organised, imple-
mented and followed up. The Board of Directors' reporting
of the main features of internal control relating to financial
reporting is described initem 10 B.

The Group'sreporton capitaladequacy requirementsand
riskmanagement, the Pillar3report, includesa description of
riskmanagementand frameworkstructure, capital manage-
mentand capital calculations, inaddition to theassessment
and monitoring of various types of risk. In addition, DNB's
adaptations to and compliance with the capital adequacy
requirements are described. The report is available on the
Group's website dnb.no/investor-relations.

No deviations from the Code of Practice.

10 A) Organisation, implementation and monitoring

Risk managementand internal controlin DNB are based on

the framework from the Committee of Sponsoring Orga-
nizations of the Treadway Commission, COSO. COSO is a

framework consisting of five components:

1. Control environment

2. Risk assessment: assessment of internal and external
factors which affect target attainment

. Control activities: policies and procedures to mitigate risk
and ensure that risk responses are effectively carried out

.Information and communication: processes to ensure
thatrelevantinformation is identified and communica-
tedinatimely manner

.Monitoring: processes to ensure that the internal
control is appropriately defined, implemented, effective
and flexible

These fivecomponentsshould help the Groupreachitstargets
relating to operational efficiency, reliable financial reporting
and compliance with laws and regulations.

Governing bodies and lines of defence in the DNB Group,
risk management and internal control are illustrated on
the next page.

Responsibility for risk management and internal control
is divided between three lines of defence:

B Thefirstline of defenceis the operational management's
governance and internal control, including processes and
activities to reach defined goals relating to operational effi-
ciency, reliablefinancial reporting and compliance with laws
andregulations. The operational managementisresponsible
forallrisk associated with the unit's activities and processes.
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W The second line of defence is an independent function
which monitorsandfollowsup theoperationalmanagement's
governanceandinternal control. The second line of defence
isresponsibleforsetting the premisesforrisk management,
coordination across organisational units and risk reporting.
M The third line of defence is Group Audit, which reviews
andevaluates group management'soverall governanceand
internal control. Group Audit is independent of the Group's
executive management and reports to the Board of Direc-
tors of DNB ASA.

BOARDS OF DIRECTORS

Organisation and responsibilities

TheBoard of Directors of DNB ASA has principal responsibility
forthe Group's business operations, whichincludesensuring
thatoperations, financial reportingand asset management
aresubjecttoadequate control. Separateinstructions have
been established for the Board of Directors and the board
committees.

More about the policy for risk management

The group policy for risk management serves as a guide for
allwork on risk in DNB. It describes the ambitions and atti-
tudes which should form the basis for the work on risk in
the DNB Group.

The Board of Directors of DNB ASA setslong-term targets
for the Group's risk profile through the risk appetite frame-
work. The risk appetite framework represents an opera-
tionalisation of the Group's current risk policy and guide-
linesand shall ensure thatriskisintegrated with the Group's
steering processes. Theriskappetite framework shall provide
a holistic and balanced view of the risk in the business and
consistsof17statements that definerisk typesand measure-
ment parameters. To support the framework, governance
principles have been established and operational proce-
dures and responsibilities within the DNB Group defined.
The targeted risk profile will also be reflected in other parts
of theriskmanagementframework, including the establish-
ment of authorisationsand business limits. Therisk appetite
framework will be reviewed at least once a year. The Board
of Directorsalsoregularly reviewsrisklevels, the framework
structure and reporting for relevant risk categories.

Risk managementis anintegral part of corporate govern-
ance in DNB and includes the assessment, monitoring,
reporting and follow-up of risk in the Group.

The Board of Directors of DNB ASA carries responsibility
forensuringthat the Groupisadequately capitalised relative
to therisk and scope of operations and that capital require-
mentsstipulatedinlawsandregulationsare met. The Group's
capitalisation guidelines shall ensure that the Group's equity
isadapted to the scope andrisk profile of operations, based
ontheauthorities'capitaladequacyrequirementsand DNB's
internal estimated capital requirements. The Board of Direc-
tors continually monitors the Group's capital situation, see
furtherinformation under iImplementationand monitoring
below. DNB Bank ASA aims to maintain an AA level interna-
tional rating for ordinary long-term debt.
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More about the policy for compliance

DNB shall comply with all laws and regulations that apply
to the Group's business activities, hereinafter referred to
as compliance. The compliance policy describes the main
principles for compliance and how the compliance function
is organised. Group guidelines have also been established
for operational risk management.

Implementation and monitoring

The Board of Directors of DNB ASA annually reviews the
Group's principal riskareasand internal control. The review,
whichis based onreporting from the group chief executive,
aims to document the quality of the work performed in key
risk areas and to identify any weaknesses and needs for
improvement. Thereview should ensure thatchangesinthe
risk situation are identified, so that the necessary improve-
ment measures can be implemented.

The Risk Management Committee gives the Board of Direc-
tors advice with regard to the Group's risk profile, monitors
the Group'sinternal control and risk management systems
and makes sure thattheyfunction effectively. Inaddition, the
committeeadvises the Board of Directors with respect to the
Group'srisk profile, including the Group's currentand future
riskappetiteandstrategy. The Risk Management Committee
and the Boards of Directors of DNB ASA and DNB Bank ASA
receive a quarterly risk report for the Group, accounting for
thecurrentrisksituation, reviewed relative to theriskappe-
tite framework. The reportincludes the utilisation of limits
approved by the Boards of Directors of DNB ASA, DNB Bank
ASA and DNB Livsforsikring ASA. The Board of Directors of
DNB Livsforsikring AS receives periodic reports analysing
the company's risk situation.

Every year, the Risk Management Committee and the
Boards of Directors of DNBASAand DNB Bank ASA consider
the Group's ICAAPreport (Internal Capital Adequacy Assess-
ment Process), whichincludes a self-assessment of the DNB
Group'sriskand capital situation. Group Audit reviews DNB's
ICAAPprocess, andareportcontainingits summaryisconsid-
ered at the same board meeting as the self-assessment.

The Risk Management Committeeand the Boards of Direc-
torsof DNBASAand DNB Bank ASAreview the Group's recov-
ery plan. The planis an integral part of the Group's risk and
capital management framework. An important part of the
recovery plan is a description of various identified meas-
ures to improve the Group's capital adequacy and liquidity
situation during a potential crisis. The plan is updated each
year. Therecoveryplanis part of the new crisismanagement
regulationsforbanks. See furtherdescriptionin the chapter
on the new regulatory framework.

Eachyear, the Risk Management Committeeand the Board
of Directors of DNB Bank ASA considerthe Group's compliance
report, which givesadescription of the Group's overall compli-
ancerisk and the measures required to mitigate such risk.

Eachyear, the Risk Management Committeeand the Board
of Directors of DNB Bank ASA review the Group's validation
report. Validation playsakeyrolein quality assurance of the
IRB system. Group Audit preparesanannual IRBcompliance
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report which shows compliance with the IRB requirements.
Thereportis considered parallel to the validation report by
the bank's Board of Directors.

Informationabout the Group'srisk situationis made availa-
bletothe market, shareholdersand the authorities through
quarterly reports. See further description of the Group's
risk management in the Pillar 3 report on dnb.no/investor-
relations.

The Audit Committee evaluates the quality of the work
performed by Group Audit and the statutory auditors. The
Boards of Directors of DNB Bank ASA, DNB Boligkreditt AS,
DNB Livsforsikring AS and othersignificant subsidiariesannu-
allyevaluate thecompanies'keyriskareasandinternal control.

GROUP CHIEF EXECUTIVE AND EXECUTIVE BODIES
Organisation and responsibilities

The group chief executive is responsible for implementing
risk management measures that help achieve targets for
operations set by the Board of Directors of DNB ASA, includ-
ingthe development of effective management systemsand
internal control.

The group management meeting is the group chief
executive's collegiate body for management at group level.
Allimportantdecisions concerningriskand capital manage-
ment will generally be made in consultation with the group
management team. Authorisations must be in place for
the extension of credit and for position and trading limits
inall critical financial areas. All authorisations are personal.
Authorisationsare determined by the Boards of Directors of
DNB ASA and DNB Bank ASA, along with overall limits, and
can be delegated in the organisation, though any further
delegation must be approved and followed up by the rele-
vant person'simmediate superior.

The group management meetingsareattended by the group
executive vice presidents in charge of the business areas
and staff and support units. A number of advisory bodies
have been established toassistin preparingdocumentation
and implementing monitoring and control within various
specialist areas:

B The Asset and Liability Committee, ALCO, isanadvisory
body for the chief financial officer and the chief risk officer
and handles mattersrelating to the management of market
andfundingrisk, risk modelling, capital structureand return
targets.

B The Group has three central credit committees: the
Group Advisory Credit Committee, the Advisory Credit
Committee for Large Corporates and International, and
the Advisory Credit Committee for Corporate Banking. The
committees actin anadvisory capacity to decision-makers
inthebusinessareasandin Group Credit Risk Management,
who endorse credits on the basis of personalauthorisations
after consideration in the respective committees. The
Group Advisory Credit Committee approves large credits
to selected borrowers that are customers of the various
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businessareasandadvisesthegroup chief executiveand the
Board of Directorsin connectionwith largeindividual credit
proposals. Thecommittee playsakeyroleinformulatingthe
Group's credit policy and in following up credit strategies,
creditregulationsand portfoliorisk. The Credit Committees
for Large Corporates and International and for Corporate
Bankingapprove creditsaccording toassigned authorisations
fortherespective businessareas. The Credit Committeesare
chaired by the group chief credit officer.

W Advisory Group Operational Risk, AGOR, isan advisory
committeeforthe Group's chief risk officerand helps develop
the Group's solutions within operational risk management
andinternal control to ensure effective and consistent moni-
toring and reporting throughout the Group.

M The Forum for AML and International Sanctions is an
advisory body for the Group's chief risk officer and will help
ensurethe correct prioritisation of resources and follow-up of
variousareas, whichincludes monitoring DNB's compliance
with international sanctions and the Group's anti-money
laundering and counter-terrorism financing work.

M The IT Group Council is an advisory body for the head of
ITand Operationsin connectionwith prioritisation, decision
makingand follow-up of the bank's IT development projects
with an aim to ensure that all IT investments support the
bank's strategic goals.

W The Ethical Investment Committee managesandfollows
up the guidelines for ethical investments, collects informa-
tion about companies and ensures that matters have been
adequately examined before the committee recommends
any exclusion of companies. The committee presents its
recommendations to the heads of DNB Asset Management
Holding AS, Group Investmentsand DNB Livsforsikring ASA,
who act as decision makers for their respective units.

Theoperative businessareasand staffand support units must
have dedicated employees who are responsible for opera-
tional risk management and compliance in their respective
units. These functions must be organised separately from
other business operations to ensure that independence is
safeguarded.

Implementation and monitoring

The basis for risk management in DNB is that individual
managers in the Group are responsible for risk within their
own area of responsibilityand must therefore have the neces-
saryinsightintoand understanding of therelevant unit'srisk
situation, thus ensuring that the management of such risk
is financially and administratively sound.

Allunitsinthe Group carry outanannual review whichincludes:

M a self-assessment of the unit's work on risk manage-
ment and internal control

M the unit's risk assessments

M an evaluation of compliance with external and internal
regulations

M planned improvement measures
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10 A) Organisation, implementation and monitoring

Reporting takes place minimum at division level and forms
thebasisforaggregatereportsforbusinessareasand support
units, whichinturnareincludedin the group chief executive's
reportstothe Board of Directors of DNB ASA. Where assess-
ments identify particularly serious risks, there mustalso be
concrete plans forimprovement measures.

Each month, the group management meeting will receive
astatusreportontherisksituation, measuredrelativetothe
defined risk appetite targets.

GROUP RISK MANAGEMENT

Organisation and responsibilities

Group Risk Management is headed by the Group's chief risk

officer, CRO, whoreportsdirectly tothegroup chief executive.
The CRO sets the premises for risk management and internal

controlandassessesand reportsthe Group'srisk situation. The

majority of the Group's risk entitiesare organised in Group Risk

Management, though parts of operative risk managementare

organisedinthebusinessareas. Dueto theindependencerequi-
rement, appointments, dismissals and changes in conditions

forkey personsinthesecondline of defenceinoperative units

are subject to approval by Group Risk Management based on

arecommendation from the relevant operative unit.

Implementation and monitoring
Group Risk Management prepares a quarterlyriskreportto
the Boards of Directors of DNBASAand DNB Bank AS. Inaddi-
tion, Group Risk Managementisresponsiblefor preparing the
Group's ICAAP report, recovery plan, validation report and
statusreporton managementand control of operationalrisk.
Risk reporting in the Group aims to ensure that all execu-
tives havethenecessaryinformationaboutcurrentrisklevels
and future developments. To ensure high-quality, indepen-
dentrisk reports, responsibility for reporting is assigned to
unitsthatareindependent of the operative units. The Group's
risk is measured in the form of economic capital. Return on
economic capital is a factor in product pricing, profit calcu-
lations and performance monitoring.

COMPLIANCE
Organisation and responsibilities
The compliance function is an independent function which
identifies, evaluates, gives advice on, monitors and reports
on the Group's compliance risk. The function is headed by
the group compliance officer, GCO. The GCO is organised in
Group Risk Management and reports to the Board of Direc-
torsthroughthe group chief executive. All businessareasand
supportunits, aswellaslarge subsidiariesandinternational
entities, have a compliance function with responsibility for
ensuring compliance with relevant regulations. The compli-
ancefunctionsininternational entitiesand the Group's opera-
tionsin the Baltics and Poland report directly to the GCO.
The Group's anti-money laundering monitoring function,
the Group AML officer, reports directly to the CRO.

Implementation and monitoring
The GCOisresponsibleforthereporting of complianceriskand
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any breaches of lawsandregulations pertaining to the Group.
Acompliancereportis prepared once a year. The compliance
functionsinthebusinessareasand supportunitsissue periodic
reports on the current status and on any violations of regu-
lations to the GCO and to the heads of their respective units.
Theidentification, assessmentand monitoring of the Group's
risk of errors in financial reporting are carried out by Group
Financial Reporting on behalf of the chief financial officer.

INTERNAL AUDIT

Organisation and responsibilities

Independentand effective audits will help ensure satisfactory
riskmanagementandinternal control, aswellasreliable risk
and financial reporting. Group Audit receives its mandate
fromthe Board of Directors of DNB ASA, whichalsoapproves
the department's annual plans and budgets.

Group Audit'sresponsibilities can broadly be divided in two:
B On behalf of DNB ASA, the group chief executive and the
Boards of Directors of the companies in the Group, verify
that adequate and effective risk management and internal
controlarein place

W Assess whether risk identification, established manage-
ment processesand control measures effectively contribute
to strengthening the Group's ability to reach its targets

Thework of Group Auditis describedin further detail below.
Information about the statutory auditor can be found in
section 15 below.

Implementation and monitoring

Group Audit carries out audits of units in the DNB Group.
An audit plan is prepared, which is discussed with group
management, reviewed by the Audit Committeeand approved
by the Board of Directors. Group Audit's risk assessmentsform
thebasisfordetermining which units should be given priority
intheauditing process. Aftertheaudits have been completed,
audit reports are prepared, which include the results of the
audit, a description of any identified weaknesses or deficien-
cies and proposed measures, specifying responsible persons
and deadlinesforimplementation of the measures. The audit
reportsaresenttotheheadsof therelevantaudited units. An
audit summary, reviewing all of the units in the DNB Group,
is presented to the Boards of Directors of DNB ASA and DNB
Bank ASAonceeverysixmonths. The Boards of Directorsalso
receive a monthly summary of the audit reports for all units
in the Group. The Boards of Directors of DNB Boligkreditt
AS, DNB Neeringskreditt AS, DNB Livsforsikring AS and DNB
Asset Management Holding AS receive all audit reports for
theirrespective units. Semi-annualand monthly reports from
Group Audit are also sent to the statutory auditor.

SUPERVISORY AUTHORITIES

Implementation and monitoring

The operations of the DNB Group are supervised by Finanstil-
synet (the Financial Supervisory Authority of Norway). Among
other things, Finanstilsynet reviews annual and interim



4

Governance
Corporate governance

reports and the Group's Internal Capital Adequacy Assess-
ment Process, ICAAP. Finanstilsynet reviews the Group's
recovery plan. The Board of Directors aims to have an open
and constructive dialogue with Finanstilsynet.

10 B) The Board of Directors' reporting of the key components
of internal control over financial reporting

Financial reportingin the Group shall be in compliance with
relevant laws and regulations and internal guidelines for
operations. DNB aims to have low operational risk, and the
group guidelinesforinternal control overfinancial reporting
set explicit requirements for processes and procedures to
ensure high-quality reporting.

More about the policy for financial management
DNB's financial management shall ensure long-term value
creation for shareholders.

Ongoing risk assessments are made of processes that
entailariskof errorsinfinancial reporting. Theassessments
include an end-to-end process mapping that clarifies roles
and responsibilities in the entire financial value chain. Key
controlsareestablished toensure thatall aspects thatimply
a risk of serious errors are given special attention. These
controlsaresubject tospecial documentation requirements.
Risk-mitigating measures are established for all processes
that continue to involve high or medium risk after the key
controls have been implemented.

Theresults of the internal control over financial reporting
arereported to Group Financial Reporting each quarterand
followed up on an ongoing basis. The group management
team and the Audit Committee receive annual updates.

BOARDS OF DIRECTORS

Organisation and responsibilities

The Board of Directors of DNB ASA, represented by the Audit
Committee, reviews the financial reporting process. The
Board of Directors has prepared guidelines to ensure relia-
ble, relevant, timely and uniformreporting to shareholders
and other capital market participants. The guidelines also
cover internal needs. Together, these are called guidelines
forfinancial reporting. The guidelines set quality assurance
requirementsforthefinancial reporting processapplying to
all units in the Group, including requirements to avoid any
manipulation of the accounts.

The Audit Committee will supervise the financial report-
ing process and ensure that the Group's internal control,
including the internal audit and risk management systems,
functionseffectively. Inaddition, the committee shall ensure
thatthe Group hasindependentand effective external audit
procedures.

Implementation and monitoring

The Audit Committee reviews quarterly financial reporting
forthe DNB Group. The Committee makesathorough review
of discretionary assessments and estimates in addition to
any changesin accounting practice.

The Committee monitors the Group's internal control
systemsandtheinternalaudit, makingsure that theyfunction
effectively, and considerschangesin systemsand procedures
which are presented to the Board of Directors for approval.

In connection with its review, the Committee has discus-
sionswith management, Group Auditand the statutory audi-
tor. Thestatutoryauditor providesareporttothe Committee

Process for internal control over financial reporting in the DNB Group

Report

Measures
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10 B) The Board of Directors' reporting of the key components of internal control over financial reporting

onthe mainfeatures of the audit carried outin the previous
accounting year, including a special review of any material
weaknesses identified in internal control relating to the
financial reporting process.

The Committee considers group management'sannual self-
assessment of the level of and effectiveness of the internal
control over financial reporting.

At least once each quarter, the Committee has separate
meetings with the statutoryauditors on behalf of the Board
of Directors withoutany representatives from management
present. In addition, the Committee has meetings with the
group chief audit executive at least once a year withoutany
representatives from management present.

The Audit Committee considers the quarterly accounts
and the proposed annualaccountsfor DNBASAand the DNB
Group. After the quarterly accounts and proposed annual
accounts for the respective companies have been reviewed
by the executive management and the Audit Committee,
they are considered by the Boards of Directors of DNB ASA
and DNB Bank ASA. The annual accounts are approved by
the general meeting.

The Audit Committee also considers the proposed statu-
tory and consolidated accounts of DNB Bank ASA and DNB
Livsforsikring AS and the statutory accounts of DNB Bolig-
kreditt AS. The Board of Directors of DNB Livsforsikring AS
considers the quarterly accounts and the proposed annual
accounts. The annual accounts are approved by the respec-
tive companies' general meetings.

GROUP CHIEF EXECUTIVE AND EXECUTIVE BODIES
Organisation and responsibilities
Group Financeis headed by the chief financial officer, CFO, and
is organised outside the business areas. The head of Group
Financial Reporting reportsto the chieffinancial officerand
isresponsible formatters such asfinancialmanagementand
reporting, financial follow-ups, directand indirect taxesand
the internal control over financial reporting in the Group.
The heads of reporting units are responsible for ongoing
financial monitoring and reporting. All these units have
management teams and accounting units adapted to their
organisation and operations. Managers must ensure that
adequate and effective internal control is implemented in
accordance with established requirements, and are respon-
sible for complying with these requirements.

Implementation and monitoring

Reporting units

The heads of the business areas and staff and support units
areresponsibleforimplementingadequateand effectiveinter-
nal controlinaccordance with established requirements, as
wellasforensuringcompliance with theserequirements. The
units will assess internal control of financial reporting each
quarterandreporttheresultsoftheirassessmentto the head
of Group Financial Reporting. Every year, a comprehensive
evaluation of compliance with external and internal regula-
tions concerning internal control over financial reporting is
made. The results, along with planned improvement meas-

100

ures, arereported to the head of Group Financial Reporting.

Group Finance

On behalf of the chief financial officer, the head of Group
Financial Reporting identifies, assesses and monitors the
risk of errorsin the Group'sfinancial reportingin cooperation
with the heads of the reporting units. The risk assessment
is considered by the Group's Audit Committee.

Group Finance preparesfinancial reports forthe DNB Group
and ensures that such reporting is in line with prevailing
legislation, accounting standards, currentaccounting princi-
plesand guidelinesfrom the Board of Directors. The head of
Group Financial Reporting prepares guidelines which explain
therequirements to be fulfilled by the local units. Processes
and a number of control measures have been prepared to
ensure that financial reporting is of high quality. The meas-
ures include rules concerning authorisations, the division
of responsibilities, reconciliation, change management, IT
controls and management reviews.

Group management team

The group chief executive and the chief financial officer will
continually consider the financial results and target attain-
ment of the business areas as well as critical aspects and
events which will affect their future performance and opti-
mal resource utilisation. Areview covering, interalia, these
subjects will be made in cooperation with the individual
business areas at least on a quarterly basis. If required, the
risks associated with financial reporting, both in the short
and thelongterm, are assessed at the meetings. The group
chief executive, the chief financial officer, managers in the
relevantunitandrelevantexperts participatein the meetings,
which are chaired by the group chief executive. The chief
financial officer reviews such matters with the supportunits
in special meetings.

The group management team will review monthly finan-
cialreportingandrisk appetite, including trendsin profitand
loss and balance sheet items, the current status relative to
statutory enactments, results for legal units and analyses
of and comments to the financial performance of business
areas and support units.

COMPLIANCE

Organisation and responsibilities

On behalf of the chief financial officer, the head of Group
Financial Reporting identifies, assesses and monitors the
risk of errors in the Group's financial reporting in coopera-
tion with the heads of the reporting units.

Implementation and monitoring

A process has been established for self-assessments of the
level of and effectiveness of the internal control over finan-
cial reporting. The units' quarterly assessment of internal
control over financial reportingis discussed with the head of
Group Financial Reportingin special meetings when and as
required, and a summary is presented to the chief financial
officer, group management, the Audit Committee and the
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Board of Directors of DNB ASAif required in connection with
their review of the Group's quarterly and annual accounts.

AUDIT

Organisation and responsibilities

See description of the internal audit under A) Organisation,
implementation and monitoring.

Implementation and monitoring

The annual accounts of all the companies in the DNB Group
areaudited by the statutory auditors, who, within the limits
stipulatedininternational standards onauditingand quality
control, ISA, cooperate with Group Audit.

As part of the audit, Group Audit assesses the established
internal control over financial reportingin selected processes.
Every year, the statutory auditor prepares a report which
summarises the results of the financial audit. The report
accountsforanyweaknessesand deficienciesin theinternal
control over financial reporting. The reportis sent to those
who are responsible for financial reporting in the audited
unitsand companiesforcomment before being considered by
the Audit Committee and the Board of Directors of DNB ASA.
Theresults of theaudit of financial reportingare describedin
Group Audit's semi-annual report to the Boards of Directors
of DNB ASA and DNB Bank ASA and the Audit Committee.

SECTIONTI

REMUNERATION OF THE BOARD OF DIRECTORS
Remuneration paid to members of the Board of Directors,
whichis proposed by the Election Committee and approved
by the general meeting, is not performance-based or linked
tooptionsin DNBASA. The Board of Directors mustapprove
any remuneration from the company to members of the
Board of Directors other than ordinary remuneration for
their service on the Board of Directors, the Audit Commit-
tee, the Risk Management Committee and the Compen-
sation Committee. Note 48 to the annual accounts for the
DNB Group shows remunerations to senior executives and
elected officersin DNB ASA.

No deviations from the Code of Practice.

SECTION 12

REMUNERATION OF THE EXECUTIVE PERSONNEL
Guidelines for executive pay

DNB's guidelines fordetermining remunerationsto the group
chief executive and other members of the group manage-
ment team should, at all times, support prevailing strategy
and values, while contributing to the attainment of the
Group's targets. The total remuneration to the group chief
executiveand otherseniorexecutives consists of basic salary
(main element), benefits in kind, variable salary, pension
and insurance schemes. When determining the variable
remuneration of the group chief executive and other senior
executivesfor2016, strong emphasis was once again placed
ongroup measurement parametersforfinancial key figures,
customer satisfaction and corporate reputation.
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DNB's variable remuneration scheme is in accordance
with the regulations on remuneration schemes in financial
institutions, investment firmsand management companies
for mutual funds. The Group has prepared separate group
guidelinesforthe scheme. Inaccordance with the guidelines,
the Board of Directors' Compensation Committee deter-
mines the Group's total annual variable remuneration limit.
In addition, the Group has identified senior executives, risk
takersandindependent control functionsetc. Remuneration
to the group chief executive and other senior executives is
described in further detail below.

Group chief executive
Thetotalremunerationtothegroup chief executiveis deter-
mined on the basis of a total evaluation of performance, in
addition to comparisons with remuneration levels for corre-
sponding positionsin the market. Theremuneration should
be competitive, but not market-leading.

The variable remuneration of the group chief executive
is performance-based and determined on the basis of the
Group'sreturnonequity, Tierlcapital ratioand cost/income
ratio, in addition to developments in customer satisfaction,
DNB's reputation and internal measurement parameters
related to corporate culture. In addition, an overall assess-
mentrelatedtothe Group'svaluesandleadership principles
ismade. Thevariableremuneration of the group chief execu-
tive cannot exceed 50 per cent of fixed salary. Payment of
minimum 50 per cent of variable remuneration is deferred
and conditional in the form of DNB shares. The remunera-
tion paid in the form of shares is divided into three, subject
tominimum holding periods (deferred and conditional), with
one-third payable each year over a period of three years.

Other senior executives

The total remuneration to other senior executives is deter-
mined based on the need to offer competitive, but not market-
leading terms, promote the Group's competitivenessin the
labour market and enhance profitability in line with the
Group's income and cost targets. The total remuneration
should ensure that DNB attracts and retains senior execu-
tives with the desired skills and experience.

Variableremunerationisawarded toindividualemployees
within limitsallocated toeach unitand anoverallassessment
of theindividual'sattainment of predetermined financialand
non-financial targets.

Thevariableremuneration schemeis performance-based
withoutexposing the Group to unwanted risk. Thisis ensured
by the strong correlation between individual targets and
the Group's governance model. Payment of minimum 50 per
centof variable remunerationis deferred and conditional in
the form of DNB shares. The remuneration paid in the form
of shares is divided into three, subject to minimum holding
periods (deferred and conditional), with one-third payable
eachyearoveraperiod of threeyears. Variableremuneration
cannotexceed 50 per cent of fixed salaryfor seniorexecutives.
Thelevel of variable remunerationin DNB is considered to be
moderaterelative to prevailing levelsininternational financial
institutionsand otherlarge Norwegian groups of companies.
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The Board of Directors' statement concerning execu-
tive remunerations

The Board of Directors presents a statement to the general
meeting proposing guidelines for remunerations to senior
executives. The statement and information about remuner-
ations paid to theindividual members of the group manage-
ment team can be found in note 48 to the annual accounts
for the DNB Group.

Other aspects

No employees in the DNB Group have any outstanding
subscriptionrightsetc. Seealsothe description of the Board
of Directors' Compensation Committee in Section 9 above.

No deviations from the Code of Practice.

SECTION 13

INFORMATION AND COMMUNICATIONS

The Group presentsthe Norwegianandinternational markets
with extensiveanalyticalinformationin connection withthe
quarterlyreporting of financialinformationand presentations
on particular topics. Parallel to this, the same information
ismade availabletoallinterested parties on the websites of
Oslo Bgrs and the Group.

Guidelines have been drawn up for the reporting of finan-
cialinformation toshareholders, investorsand analysts. The
guidelinesalso coverthe Group's contact with shareholders
other than through general meetings. The guidelines are
based on openness and take into account the requirement
for equal treatment of all participants in the market. They
can be found on the Group's website dnb.no/en/about-us.

An overview of the dates for major events such as the
annual general meeting, the publication of interim reports,
public presentationsanddividend paymentsis published on
the Group's website.

AlIDNBemployees haveaccesstothe guidelinesforfinancial
reporting, including requirementsfortheinternal control over
financial reporting. Group Finance holds regular meetings
withunitsinthe Grouptogiveinformationaboutandincrease
the understanding of the requirements for internal control
over financial reporting.

No deviations from the Code of Practice.

SECTION 14

CORPORATE TAKE-OVERS

TheBoard of Directors of DNB ASAwill handleany take-over
bids in compliance with the principle of equal treatment of
shareholders. Parallel to this, the Board will help ensure that
shareholdersaregivenascompleteinformationas possiblein
allsituations that will affect shareholderinterests. Cf. section
4, which gives an account of the Norwegian government's
intention to retain its 34 per cent holding in DNB ASA, as
required by the Norwegian parliament.

Deviations from the Code of Practice: The Board of Directors has
chosen not to determine explicit guiding principles on how to act
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in the event of a take-over bid. The background for this exception is
that the Norwegian government owns 34 per cent of the shares in
DNB ASA, making such principles not very relevant. The Board of
Directors otherwise endorses the wording in this section of the Code.

SECTION 15

STATUTORY AUDITOR

The statutory auditor annually submits a plan for the audit
to the Audit Committee. Guidelines have been drawn up in
respect of relations with the statutory auditor, including
restrictions on whatadditional services can be undertaken,
approval of feesand guidelines toinvite tenders forexternal
auditservices. Theaudit partnerresponsible forcarryingout
the audit can hold this responsibility for maximum seven
yearsand tenderswill normally beinvited every seventh year.

The Audit Committee submits a recommendation regard-
ingthe choice of statutory auditorto the Board of Directors,
which submits a recommendation to the general meeting.
At least once each quarter, the Committee has separate
meetings with the auditors on behalf of the Board of Direc-
torswithoutany representatives from managementpresent.

The Committee submitsarecommendationregarding the
statutory auditor's remuneration to the Board of Directors,
which presents the remuneration proposal to the Annual
General Meeting for approval.

The statutory auditor must provide a report to the Audit
Committee on the main features of the audit carried out in
the previous accounting year, including particular mention
of any material weaknesses identified in internal control
relating to thefinancial reporting process. Theauditor must
also provide the committee with:

W an annual written confirmation of the auditor's
independence

M information on services other than statutory audit
provided to the company during the course of the
financial year

H information on any threats to the auditor's
independence, and documentary evidence of the
measures implemented to combat such threats.

The Audit Committee evaluates the work performed by the
statutory auditor on an annual basis.

No deviations from the Code of Practice.
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Governing bodies in DNB ASA

As at 31 December 2016

No. of shares as

BOARD OF DIRECTORS at 31 Dec. 2016"
Members

Anne Carine Tanum, Remskog

(chairman) 400000
Tore Olaf Rimmereid, Oslo

(vice-chairman) 10611
Jarle Bergo, Ytre Enebakk 225
Carl A. Lovvik, Bergen? 1191
Vigdis Mathisen, Asker? 481
Jaan Ivar Semlitsch, Stabekk 12 300
Berit Svendsen, Oslo 0
Deputies for the employee

representatives

Jorunn Levaas, Kristiansund? 0
Stian Samuelsen, Svelvik? 480
ELECTION COMMITTEE

Eldbjerg Lewer, Kongsberg (chairman) 200
Camilla Grieg, Bergen 0
Karl Moursund, Oslo 0
Mette Wikborg, Oslo 0
RISK MANAGEMENT COMMITTEE

Tore Olaf Rimmereid, Oslo (chairman) 10611
Jarle Bergo, Ytre Enebakk 225
Jaan Ivar Semlitsch, Stabekk 12 300
Berit Svendsen, Oslo 0
AUDIT COMMITTEE

Tore Olaf Rimmereid, Oslo (chairman) 10611
Jarle Bergo, Ytre Enebakk 225
Jaan Ivar Semlitsch, Stabekk 12 300
Berit Svendsen, Oslo 0
COMPENSATION COMMITTEE

Anne Carine Tanum, Rgmskog (chairman) 400000
Vigdis Mathisen, Oslo 481
Tore Olaf Rimmereid, Oslo 10611
Berit Svendsen, Oslo 0
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Governing bodies

No. of shares as
at 31 Dec. 2015”

300000

8111
225
1040
405
12300
0

480

200

o

8111
225
12 300

8111
225
12 300

300000
405
8111

0

No. of shares as

GROUP MANAGEMENT at 31 Dec. 2016"
Group chief executive
Rune Bjerke 52964
Chief financial officer
Bjarn Erik Neess 53485

Group executive vice president

Personal Banking

Trond Bentestuen 20692
Group executive vice president

Corporate Banking

Benedicte Schilbred Fasmer 2000
Group executive vice president

Large Corporates and International

Harald Serck-Hanssen 31770
Group executive vice president Markets
Ottar Ertzeid 220140

Group executive vice president

Wealth Management

Tom Rathke 35366
Executive vice president

Wealth Management

Bengt Olav Lund® 9238
Group executive vice president

Vipps and Payments

Rune Garborg 10931
Group executive vice president

IT and Operations

Liv Fiksdahl 25858
Group executive vice president HR

Solveig Hellebust 17 560
Chief risk officer

Terje Turnes 21375

Group executive vice president

Corporate Communications

Thomas Midteide 7928
Group executive vice president

Group Projects

Kari Olrud Moen 23440
Group executive vice president

Kjerstin Braathen 22931
GROUP AUDIT

Tor Steenfeldt-Foss 0

EXTERNAL AUDITOR
Ernst & Young AS

1) Shareholdings in DNB ASA, shares held by the immediate family and companies in which the
shareholder has such influence as stated in Section 7-26 of the Act relating to annual accounts etc.

2) Not independent, see page 92 under “Corporate governance”.

3) Acting head of Wealth Management since May 2016.
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No. of shares as
at 31 Dec. 2015”

46156

48880

16823

183

26 644

200000

30809

6797

4451

21989

14329

19027

5188

19955

19190
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. & company with
a banking
licence

DNB has an ambition to become one
of Europe's leading technology companies.
Thenitis good to have some digital
natives on the team.

DIGITALISATION IN DNB

Digitalisation of DNB is about four 4. New business models: Tradi-
things: tional banking products are under
pressure to be profitable and they
are not always what customers
need. New revenue models and“win-
win” cooperation with new market
participants and own customers are
being explored.

1. Customer-centric design:
Products and services are being re-
designed based on customer needs
and the opportunities provided by
new digital tools (such as smart
phones and voice control).

The majority of those working in
DNB are affected by digitalisation,
and more than 1000 people have
this as their main task. They work in
both the business units and ITOP.

2. Extreme automation: If a task
can be solved by a computer, this is
faster, cheaper and in many cases
better than if it is solved manually.
3. Smarter use of customers' and
the bank's data: Existing informa- In 2016, DNB invested some
tion is used so that customers pro- NOK 600 million in

vide the least amount of information digitalisation. TN
possible, but still get the advice and /

7723
the services they actually need. ///\\,\\\
2"

In-EGTINERE

KuNDER?
i‘_ufqpnn‘l-

5Kay = .
E“"E’{ P"'j U;‘ &
oGS t: ?

.-'
H'“Dﬂq ™

Halvor Lande, Camilla Berggren and
Hanna Helle in DAB, DNB's Digitalisation and Business
Development unit, are developing digital solutions for
the benefit of customers and employees in DNB.
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Results that count

“Through Digital Challenge,

I totally changed my view of
the banking industry. So many
exciting things are happening
here within technology and
cutting-edge innovation.”

HANNA HELLE, DIGITAL DEVELOPER IN DNB
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customers do most of their bank-

ing themselves online, which has

resulted in the closure of branch
offices and the gradual disappearance
of cash handling services. Mobile bank-
ing is here to stay, and in the past year,
innovations such as Vipps and Finger-ID
have become commonplace. Digitalisa-
tion also implies that more time is freed
up for relevant customer meetings and
advisory services.

But what will be next? When you see how
fast technology is developing, it makes
you wonder what tomorrow's bank will
look like.

This is the NOK 100 000 question that
DNB invited students at the Norwegian
University of Science and Technology,
NTNU, to answer in the spring of 2016.
Through Digital Challenge, an idea com-
petition, DNB challenged the students
to define how the future of mobile bank-
ing should look like, be experienced and
function, and in the prize pot was - yes,
precisely - NOK 100 000 and a paid in-
ternship at DNB's Digital Floor, the bank's
own ‘technology laboratory’.

he new world of banking is un-
doubtedly digital. Today'sbanking

ECOSYSTEMFORCOOPERATION.When
the competition was announced, Hanna
Helle and Camilla Berggren were tech-
nology students at NTNU, and planned
tostartworkinan IT company after their
studies. Instead, they have now embarked
upon careers as digital developersin DNB,
thanks to an excellent idea which took
them to the final of Digital Challenge.

Helle, a graduate engineer in industri-
al economics and computer science, and
Berggren, who has a master's degree in
computer science, entered two ideas in
the competition together with two fellow
students in computer science and infor-
mation technology. Both of their ideas
went through to the next round. One of
the ideas, ‘FinTech platform’, achieved
second place. Financial technology - fin-
tech - is about new programs, processes,
products or business models which may
change the market for the traditional
banking industry.

“The idea behind the ‘FinTech platform’
is to establish an ecosystem for coopera-
tion between DNB and external compa-
nies, primarily start-up companies. Var-
ious resources are made available here,
so that companies can connect to DNB's



Digitalisation

1.0ffered a job:
NTNU students
Camilla Berggren and
Hanna Helle came
second in the Digital
Challenge. Today,
both are employed
in DNB.

2. Aiming high:
Halvor Lande, head
of Digitalisation

and Business
Development

(DAB) in DNB, says
thatitis DNB's
ambition to become
one of Europe's
leading technology
companies.

“In order to conquer the competition,
our ambition is to become one
of Europe's leading technology

companies.”

HALVOR LANDE, HEAD OF DIGITALISATION AND BUSINESS DEVELOPMENT IN DNB

systems and get the services they need,”
explains Helle.

DNB's immediately found the ‘FinTech
platform’ very exciting, and after an in-
ternship during the summer holidays,
both Helle and Berggren received perma-
nent job offers.

PARADIGM SHIFT. “The ‘FinTech plat-
form’ is now a DNB project which we are
in the process of developing,” says Halvor
Lande, head of digitalisation and business
development in DNB. He experiencesona
daily basis how technology development
over the last few years has led to a para-
digm shift in the banking and finan-
cial sector and how this shift will force
through new ways of thinking. Closer
cooperation with students is part of this:

“We want to use the students' experi-
ences and perspectives as ‘digital natives’
and benefit from their education. The Digi-
tal Challenge competition challenged
students to present their suggestions as
towhat ‘the next Vipps’should be for DNB,”
says Lande and adds:

“We must continually improve and de-
velop our services in order for us to continue
tobe a good partner for our corporate and
personal customers, An increasing number
of traditional banking services are now be-
ing provided by other market participants.
If we do not manage to succeed in staying
ahead of developments, we will not be able
to fulfilour mandateasabank,” says Lande.

BIG AMBITIONS. An important part of
the work to develop good technological
solutions was the creation of the organisa-
tional unit headed by Lande: DAB (Digitali-
sation and Business Development). DAB
ispart of IT and Operations, ITOP, which
administers DNB's entire IT portfolio and
operates all the services the bank offers
its customers.

“DAB is also responsible for addressing
development needs from DNB's various
businessareas. This is done by redefining
their business challenges into IT projects
which ITOP continues to work on in co-
operation with our strategic suppliers.
We already regard DNB as a technology
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company with abankinglicence. In order
to conquer the competition, our ambition
istobecome one of Europe'sleading tech-
nology companies,” says Lande. Therefore,
competitions like Digital Challenge are
worth their weight in gold.

INCREASING PACE OF INNOVATION.
Theidea that won the Digital Challenge is
about simpler and better mobile banking
services and has also become a separate
DNB project. Another competition entry
called NXT Accelerator has beenlaunched
in partnership with StartupLab, Norway's
largest incubator for technology-based
startups. Here, fintech entrepreneurs can
compete for investment funds while gain-
ing access to DNB's expertise on start-up
companies.

“This is the first in a long series of co-
operation projects we will have with large
and medium-sized technology companies,
both nationally and internationally. Even
though we are more than 10 ooo employees
in DNB, we are still too small to be able to
stay one step ahead in all the areas neces-
sary toensure that we maintain the requir-
ed pace ofinnovation,” emphasises Lande.

DNB's brand, capital and expertise
within banking services are invaluable
resources for start-up companies.

“For example, if a start-up company de-
velops a new app based on the ‘FinTech
platform’, part of the service is that we
review the solution and consider whether
itissecure, compatible, ethicaland inline
with our values. The threshold for using
such an app, particularly within finan-
cial services, will be much lower if it is
stamped ‘approved by DNB’,” says Lande.

CUTTING-EDGE INNOVATION, Neither
Hanna Helle nor Camilla Berggren had
imagined that they would begin to work
in banking once they had finished their
studies.

“It was by sheer chance that we came
across the announcement about the Digi-
tal Challenge competition. It sounded ex-
citing and we felt that we had something
to contribute. After all, both of us have a
technology background and we visual-
ised a future in an IT company. Through

‘Digital Challenge’, I totally changed my
view of the banking industry. So many
exciting thingsare happening here with-
in technology and cutting-edge innova-
tion. Itisinspiring and fun to be on such
ajourney,” concludes Helle.



Brand ambassador

“We who work
closely with customers
must be able to
support them through
all the changes.”

CARINA HALLGREN

Brand ambassador

DNB's brand ambassador programme
isaninternal initiative whereby

DNB employees each year select 100
colleagues to be brand builders. The
network of brand ambassadors will
help build a culture characterised by
employee engagement and customer
orientation, while being a driving force
of change.

Carina Hallgren is one of them.

She works as a relationship manager
for large corporates in Cash
Management Services.

What do you think is important if
DNB is to create long-term value and
how can you contribute?

-HO-

“We live in a time of constant
change. For those of us who
work closely with the bank's
customers, this means
that we must support
them, every single day,
through changes,
challenges and new
requirements. Within
our organisation, we
should take the time to
share our knowledge with
others. Personally, | would

like to contribute towards more
cooperation across borders, between
countries and areas of expertise, based
on respect and mutual interest.”
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New regulatory framework

New capital and liquidity requirements

Debt register and marketing of consumer loans
New home mortgage lending regulation

The EU's revised payment services directive, PSD2
Regulatory framework for life insurance companies
Important IFRS amendments

Taxes and fees for the financial services industry
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New regulatory framework

Over the last few years, DNB has adapted to a number of new regulations and requirements
that go along way in changing banks' business models. At the same time, the financial services
industry is being hit by a technological revolution and radical changes in customer behaviour.

T he financial services industry supports the under-
lying principlesintheinternational process toimple-
= Mentnew and stricter banking regulation. The new
requirements significantly affect Norwegian banks'
operations and their competitive position.

Thechangesaresoextensive that they will have a profound
impact on how the financial institutions will have to orga-
nise important parts of their operations. In addition, they
will increase costs, both because the regulations in them-
selves entail higher costs and because compliance with the
regulationsiscomplicated and requires extensive resources.

In the period ahead, established financial services will be
challenged by new companies with new business models.
The EU's revised Payment Services Directive, PSD2, opens
up for giving technology companies and other players that
do not offer bank accounts themselves, direct access to
banks'paymentinfrastructureandthe opportunity toaggre-
gate account information and debit accounts on behalf of
customers. This liberalisation will pave the way fora strong
increase in the number of new service providers in several
areas, which willintensify competitionin the market, while
giving consumers greater freedom of choice.

The financial services industry is subject to strict regulatory
controlandanumberof requirements. Thegrowthinfinancial
service production outside the established financial services
industry raises complex questions related to everything from
deposit guarantees, measures against money laundering and
thefinancingof terrorism, equity capital requirementstoensure
financial stability and privacy protection requirements. These
are important tasks in society which the financial services
industryisloyally complyingwith, and which will becomeeven
morecriticalwhencompletely new playersenterthescene. Itis
importantthattheauthoritiesfacilitate competition based on
fairregulatory parametersinthebestinterest of the customers.
The promotion of competition on equal terms is positive, but
must not be at the expense of consumer protection and confi-
dencein financial services and their infrastructure.

NEW CAPITALAND LIQUIDITY REQUIREMENTS

CAPITAL ADEQUACY REQUIREMENTS FOR BANKS

The EU capital requirementsregulations, called the CRR/CRD
IV regulations, entered into force on 1January 2014. CRR is
theregulation, while CRD IVisthedirective. Theregulations
are based onthe Basel Committee'srecommendationsfrom
December 2010 on capital and liquidity standards, Basel IlI.
The CRR/CRD IV regulations include requirements for own
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funds, long-term funding and liquidity reserves. The regula-
tionsapplytoallbanksandinvestmentfirmswithinthe EEA
and will be implemented gradually up to 2019.

Pillar1

The capitaladequacy requirements for banks consist of two
pillars. PillarTencompasses minimumrequirementsand buffer
requirements determined by the political authorities. As of
1July 2016, the total common equity Tier1capital requirement
was 13.5 per cent for the three banks which the Norwegian
authorities have defined asdomestic systemicallyimportant,
O-Slis(DNB, Nordea Bank Norge and Kommunalbanken), and
11.5 percentforotherbanks. Thisincludes a counter-cyclical
buffer of 1.5 per cent. The prevailing counter-cyclical capital
buffer requirement will increase by 0.5 percentage points,
to 2.0 per cent, as of 31 December 2017.

Basel | floor

Just like the EU, the Norwegian authorities have chosen to
retain the so-called Basel | floor as a security mechanism to
ensure thatthebanks'capital level does not become too low.
In the CRR/CRD IV regulations, the Ministry of Finance has
specified that the Basel | floor in Norway is a floor for calcu-
lating risk-weighted assets. In the EU regulation, however,
the Basel | floor is unambiguously defined as @ minimum
level of own funds, which is also reflected in the European
Commission's common reporting standard for banks in the
EU/EEA. This supervisory practice implies that Norwegian
banksappearmore weakly capitalised thanif the EU's version
of the Basel | floor definition had been used.

Non-risk based capital requirement, leverage ratio
As asupplement to therisk-weighted capital requirements
and as a measure to counter adjustments and gaps in the
regulations, a non-risk based capital requirement, leverage
ratio, willalso beintroduced. The Basel Committee hasrecom-
mended and the European Commission has proposedalever-
age ratio requirement of minimum 3 per cent as from 2018.
In Norway, the Ministry of Finance has set the minimum
leverageratiorequirementat3percentasof30june2017. All
Norwegian banks must have a bufferon top of the minimum
requirement of minimum 2 per cent. Systemically impor-
tant banks must have an additional buffer of minimum 1per
cent. Asasystemicallyimportant bankin Norway, the total
requirement for DNB will thus be 6 per cent. At year-end
2016, DNB had a leverage ratio of 7.3 per cent, well above the
upcoming requirement.
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Pillar 2

ThePillar2requirement comesinadditiontothe otherrequire-
ments and isintended to reflect institution-specific capital
requirements relating torisks which are not covered, or are
only partly covered, by Pillar 1. This requirement may vary
between banks, dependingontherisk factors of theindivid-
ual bank. The Pillar2requirementfor DNBissetat1.5 percent
common equity Tier1capital. New rules for the calculation
of the counter-cyclical capital buffer entered into force as of
10ctober2016. For DNB, this means thatthe counter-cyclical
bufferrequirementwill be the weighted average of the buffer
rates forthe countries where the bank has credit exposures.
At year-end 2016, the common equity Tier 1 capital require-
ment was 14.7 per cent under PillarTand 2.

Common equity Tier 1 capital

requirement for DNB
(incl. management buffer)

Per cent
18
~15.7 ~16.0
: n B
12
9
6
34
3 I
0

Before the
financial crisis

Requirement
2016

Requirement
2017

H Management buffer
Il Pillar 2 requirement
Additional buffers (O-SII, counter-cyclical, systemic risk)
HEl Conservation buffer
EE CET1minimum

Thereisaneedtohaveamarginoverthetotalcommonequity
Tier 1 capital requirement to take into account expected
fluctuations in exchange rates and market prices. In the
opinion of Finanstilsynet (the Financial Supervisory Autho-
rity of Norway), DNB should have a margin of approximately
1percentage point, which means that the Group needed to
have a common equity Tier 1 capital ratio of approximately
15.7 percentatyear-end2016. The reason why Finanstilsynet
has setthismarginisthat DNB must be able toretain normal
lending growth during a downturn while the capitalisation
of the Group must help ensureaccess to the capital markets
even under difficult market conditions. The DNB Group's
common equity Tier 1 capital ratio was 16.0 per cent as at
31 December 2016.

Failureto comply with the totalcommonequity Tier1capital
requirement of 14.7 per cent will not automatically result in
restrictionsontheallocation of the bank's profits, including

m

payments of dividends, variable remuneration and interest
onadditional Tier1capital. However, the bankis expected to
explainthereasonforthesituationinwritingand to present
an action plan to increase capital adequacy or reduce the
risk level. This is in line with regulations in other countries.
Any decision by Finanstilsynet to introduce restrictions will
be based on the different priorities of equity and additional
Tierlcapitalwhen coveringlosses, which means thatrestric-
tionsonvariable remuneration and dividend payments will
beintroduced before interest payments on additional Tier1
capital are reduced.

The Ministry of Finance hasapproved aregulatory change
thatclarifies the regulations on the consolidation of capital
requirements for banks and insurance companies which
entered into force on 31January 2016. This has implications
forhow IRB banks that have ownershipinterestsininsurance
companies (an IRB bank uses internal models to calculate
and report credit risk) should calculate the Basel I floor that
isunique to Norway. Theregulatory change cameinto effect
on1January 2017 and reduces the DNB Group's common
equity Tier1capital ratio by approximately 20 basis points.

TheBasel Committee has proposed revisions of several parts
of the Basel Il standards for capital adequacy calculations,
aiming, among others, to facilitate comparability of banks'
reported capital adequacy figures and capital requirements.
Changesinthestandardised approach and the IRBapproach
have been proposed, alongwith theintroduction of a new capi-
talfloorforIRB banks. Revisions of the standards may influence
future capital adequacy regulationsin the EU and Norway.

LIQUIDITY REQUIREMENTS FOR BANKS

The EU capital requirementsregulationsinclude stipulations
on two quantitative liquidity requirements, the Liquidity
Coverage Ratio, LCR, and the Net Stable Funding Ratio, NSFR.

The LCR requires that banks hold sufficient eligible liquid
assets to cover, as a minimum, total net payments over a
30-day period under stressed conditions. Net payments thus
reflect a possible loss of deposits from customers, public
entitiesand central banks. Thisrequirementwasintroduced
in the EU on 1 October 2015, with a gradual increase to full
effectas of 1January 2018.

In Norway, the LCR will be introduced ahead of the EU
schedule. The O-SlIs were required to meet the 100 per cent
LCRrequirementasearlyasfrom31December2015. Forother
banks, the requirement will be phased in by 70 per cent as
of 31 December 2015, 80 per cent as of 31 December 2016 and
100 per cent as of 31 December 2017.

The NSFR requires banks to have an amount of stable
funding which, asa minimum, corresponds to the so-called

“required amount of stable funding”. Banks are thus required

tousestablefundingtofinancetheirassets, suchasloansand
securities. Stablefundingis defined asdepositsandfunding
with residual maturities of minimum 12 months or longer.
Thereareweightingrulesforbothassetsand deposits which
reflect the items' liquidity characteristics.

According to the Basel Committee's proposal, the NSFR
requirement must be met by 1January 2018. On 23 Novem-
ber 2016, the European Commission submitted a proposal
fora minimum requirement of 100 per cent. The banks will
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begivena period of twoyearsto meet therequirement after
the regulation enters into force. In Norway, Finanstilsynet
has given its recommendation to the Ministry of Finance,
stating that the NSFR should be introduced as a minimum
requirement for the O-Slls and other enterprises with total
assets in excess of NOK 20 billion as soon as a final decision
on the NSFR has beenreached in the EU. Until the NSFR has
beenintroduced in Norway, Finanstilsynet will continue to
useliquidity indicatorTwhen monitoring the bank'slong-term
funding. Liquidity indicator1resembles the NSFR.

NEW RULES ON DEPOSIT GUARANTEES AND
CRISIS MANAGEMENT
January 2015, the EU introduced extensive regulationsin this
field, the Bank Recovery and Resolution Directive, BRRD.
The purpose of the directive is to establish a crisis mana-
gement system which ensures financial stability by giving
banks and the authorities the tools required to prevent and
handlecrisesatanearly stage. The crisismanagement system
shall ensure thatlarge banks can be wound up orrefinanced
without threatening financial stability while deposits and
public funds are protected.

Resolution fund and deposit guarantee fund

Underthe BRRD, each country will establish a national reso-
lutionfund to beused to be used by theresolution authorities
asacrisismanagementtool. Inaccordance with therevised
Deposit Guarantee Directive, each country mustalsohavea
depositguaranteefund. Norway has one of the best capital-
ised depositguaranteefundsin Europe with total capital that
is well above the combined EU requirements to the deposit
guarantee fund and the resolution fund of 1.8 per cent of
guaranteed deposits in 2024.

The Norwegiandepositguarantee schemecurrently covers
NOK2million. Inconsequence of therevised Deposit Guaran-
tee Directive, Norway will have to lower its guarantee to
EUR100000. Thereisatransitional period up until year-end
2018 for countries with a higher guaranteed coverage level.

Bail-in

A key element in the BRRD is that any losses in connection
with theliquidationorrecapitalisation of abankshallbeborne
by the bank's investors and not by the taxpayers. Thus, the
directive opens up for so-called “bail-in" of banks' liabilities,
which means that unsecured creditors may experience, as
partofacrisis solution, that theirdebtis written down and/
or converted into equity. The bail-in rules became effective
in the EU as of 1)January 2016. The purpose is to ensure the
continued operation of the mostimportant bank functions.
Insuchasituation, investors cannotdemand thata bankbe
wound up inaccordance with general liquidation rules, and
thus lose leverage with the authorities in cases where the
continued operation of abankis considered to beimportant
to financial stability and the economy.

According tothe BRRD, bail-inshould be thefinalalternative,
and such measures should not be initiated until the bank is
closetoinsolvency. Anunderlying principleis thatinvestors,
asaminimum, should receive the samefinancial return as if
thebankhad been liquidated according to normalinsolvency
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proceedings. Deposits covered by the deposit guarantee will
normally be protected from losses.

Allbanksinthe EU must haveaminimum level of own funds
andeligibleliabilities (Minimum Requirement for Own Funds
and Eligible Liabilities, MREL) that can be written down or
converted into equity (bail-in) when a bank is close to liqui-
dation. The Financial Stability Board, FSB, has previously
proposed asimilarrequirement whereby global systemically
importantinstitutions, G-Slls, must hold minimum levels of
capital and other instruments that can absorb losses or be
converted to equity. On 26 November 2016, the European
Commission proposed that this requirement, known as
Total Loss-Absorbing Capacity, TLAC, beintegrated in MREL.

Crisis plans
The BRRD setsanumberof otherrequirementstotheinstitu-
tions. Amongotherthings, banks must preparerecovery plans
describing how they will strengthen their capital adequacy
and improve their liquidity and funding if their position is
significantly impaired. The plans must be approved by the
national supervisoryauthorities. Theauthorities, ontheother
hand, must prepare resolution plans for the banks. This will
be resource-demanding for the finance industry and entail
new, extensive processes vis-a-vis the supervisoryauthorities.
Theimplementation of the BRRD and the revised Directive
on Deposit Guarantee Schemes will require extensive changes
inthe Norwegiancrisisresolution system, including therules
on publicadministrationand therole of the Norwegian Banks'
Guarantee Fund. The Banking Law Commission has consid-
ered how thedirectivesshould beimplementedin Norwegian
law. Amongotherthings, ithas been proposed that the banks
should payannualleviestobothadeposit guaranteefundand
a resolution fund. This will have practical consequences for
thecurrentfund structureand theobligation to paylevies. In
addition, the Banking Law Commission has proposed that the
Ministry of Finance should act as the crisis resolution autho-
rity in Norway. The Ministry circulated the draft legislation
forpublicconsultationintheautumn of 2016. Crisis resolution
rulesrelating to insurance and pensions will be considered in
a separatereport to be presented during the first half of 2017.

NORWAY HAS JOINED THE EU FINANCIAL
SUPERVISORY SYSTEM

Due to a stipulation in the Norwegian Constitution on limi-
tedaccessto transferpowers tointernational organisations,
itwas not possible toincorporate the EU regulations estab-
lishing the European supervisory authorities into the EEA
agreement until the autumn of 2016.

The EFTA Surveillance Authority, ESA, has been granted
competence by Norway, Liechtenstein and Iceland. to make
legally binding decisions addressed to national supervisory
authorities andindividual institutionsin the respective coun-
tries. Decisions will be based ondrafts prepared by therelevant
EU supervisory authority. ESA and the national supervisory
authorities in the three EEA/EFTA states shall participate,
withoutvotingrights, inthe EU's three European supervisory
authorities, EBA, ESMA and EIOPA. Also, the EU supervisory
authorities shall participate, without voting rights, in ESA's
work in this field. The same applies to preparatory bodies.
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The EU supervisory authorities will be granted competence
toissuerecommendations, thatis non-bindingdecisions, vis-
a-vis EEA/EFTA national authorities and enterprises.

The Norwegian governmentisworkingtoincorporatethe
remaining several hundred legislative acts on financial ser-
vicesthathave beenaccumulatedinthe EEAjoint Committee
intothe EEAagreementand Norwegianlegislation. Important
legislative acts include the capital adequacy requirements
forbanks (CRR/CRD V), the crisismanagement regulations
for banks (BRRD), the revised Directive on Deposit Guaran-
tee Schemes (DGS) and the capitaladequacy regulations for
insurance companies (Omnibus I1).

DEBT REGISTER AND MARKETING OF
CONSUMER LOANS

DEBT REGISTER IS INTENDED TO PREVENT

FINANCIAL PROBLEMS

Credit cards and consumer loans are an integral part of
financial institutions'total product offering. However, these
productscanalso presentchallengesifindividualsincurhigher
levels of debt than they can manage. Thus, it is important
thatconsumersreceive good and correctinformationabout
the products and what the consequences will be if they fail
torepay their debtsin a timely manner.

The Norwegian government wishes to set up a register to
prevent individuals from assuming greater personal debt
and credit obligations than they are able to afford and has
therefore circulated for publiccommentdraft legislation on
the registration of individuals' debt. All institutions grant-
ing unsecured consumer credit, such as consumer loans
and credit cards, shall have a duty to report such debt to a
privately rundebtregister. The government plans to present
draftlegislationonthedebtregisterforconsideration by the
Parliament (Stortinget) inthe spring of 2017, and aims to have
theregisterin place in the autumn of 2017.

The planis that the register should be run by private play-
ers by establishing one or more debt register companies
approved by the publicauthorities. Financial institutions will
beabletoobtaininformationfromtheregisterin connection
with creditapplications, which will provide a better basis for
creditassessmentsand thus contribute toreducing payment
problems among private individuals.

PROPOSED RESTRICTIONS ON THE MARKETING OF
CREDIT CARDS AND CONSUMER LOANS

Among otherthings, the Norwegian Consumer Council has
proposedtointroduceabanonthedirect marketing of credit
cardsandunsecured credittoconsumersin theform of addres-
sed marketing, telemarketing, door-to-doorsellingandselling
stands. Norshould the marketingemphasise how quickly you
can get answers to a credit application or how easily acces-
sible money is. Furthermore, the Consumer Council wants
a banondiscounts and bonuses linked to this type of credit
agreementandabanon competitions thatencourage taking
up credit. Thegovernmentis consideringwhetherany of the
proposals should be followed up in the form of regulations.
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NEW HOME MORTGAGE LENDING
REGULATION

The Ministry of Finance has adopted a new home mortgage
regulation effectiveas of 1January2017asa measure against
the strong growth in housing prices and household debt,
especially in Oslo. The regulation requires that mortgage
customers providea down payment of 15 per cent. Customers
who want to buy a second residential property in the muni-
cipality of Oslo must provide a 40 per cent down payment.
Aspreviously applied, borrowers must beable towithstand
an interest rate increase of 5 percentage points, and this
requirement is supplemented by a new provision on the
customer'sloan-to-incomeratio. Loansare not to be granted
if the customer's total debt exceeds five times gross annual
income. Interest-onlyloans (includinghome equity credit lines)
must not exceed 60 per cent of the property's assessed value.
Financialinstitutions may grantloansthatdonot meetone
or more of the criteriain the regulation for up to 10 per cent
of thevalue of total approved loans, butonly 8 percentinthe
municipality of Oslo. It has beenimportant for the financial
services industry to keep this flexibility to be able to grant
loans to customers who do not meet all the requirements.
Theregulation will remain in effect until 30 June 2018.

THE EU'S REVISED PAYMENT SERVICES
DIRECTIVE, PSD2

PSD2 will enter into force in the EU on 13 January 2018 and
will be introduced in Norway through the EEA agreement.
Thedirective will have a profound impact on the regulatory
framework for the payment services market.

The directive regulates payments in general, including
online payments, and goes along way in defining new rules
of the game for payment service providers. Among other
things, banks havetogive third party providersdirectaccess
tocustomers'accountbalancesand transaction history, and
the opportunity to transfer money to and from accounts,
subjecttocustomerapproval. Such third party providers may
be otherbanks, playersin the retail industry, pure payment
service providers, large digital companies or fintech compa-
nies that do not offer accounts themselves. Banks cannot
charge a higher price than the ordinary price charged to
the end customer.

Allowing third parties to access account information and
initiate payments is more common in other countries than
in Norway, such as in Sweden, the United Kingdom, China
and the US. Based on experience from these markets, there
is reason to believe that many consumers will want to take
such services into use once they are requlated and made
generallyavailable throughout the European Economic Area.

The directive also introduces strict security rules for the
authentication of suchaccessaswellasenhanced consumer
rights and protection against fraud. The European Banking
Authority (EBA) will prepare guidelines on security meas-
ureswhen customersinitiate payments through third party
providers. The finalwording of these guidelines could greatly
affect public confidence in the payment services and the
security of the funds in customer accounts.
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PSD2 could poseathreattotraditional banks as the banks'
value chain and customer base will be opened up to new
players. However, the changes also give banks the opportu-
nity todevelop new products, servicesand business models.
Technology is changing the industry fast, and customers'
expectations are changing even faster.

Finanstilsynethas been giventhe mandatetolookinto how
PSD2 should be implemented in Norwegian law. A proposal
will probably be circulated for public comment in mid-2017.

REGULATORY FRAMEWORK FOR LIFE
INSURANCE COMPANIES

The regulatory framework for Norwegian life insurance
companies has been subject to significant changes over the
pastfewyears. On1January 2016, new solvency regulations
forinsurance companies called Solvency Il wereimplemented.
In addition, the regulations for occupational pensions and
disability pensions have been adapted to the changes made
to the Norwegian National Insurance Scheme. The pace of
changeis expected to slow in the period ahead.

Inconsequence of theregulatory framework and customer
preferences, guaranteed return productsare being converted
toproductswhere customers can choose betweendifferent
investment profiles. This is especially evident in the occu-
pational pension market in the private sector, where the
majority of large companies have terminated their defined-
benefit pension schemesinwhole orin part. The transition
to products with investment choice means that employees
are given greater responsibility for their own pension and
must choosetherisklevel of theiractively managed pension
funds. In addition, a number of employees have occupatio-
nal pension schemes that provide a low retirement pension.
For this reason, coupled with reduced payments from the
National Insurance Scheme, there is an increased need for
individual pension savings. The individualisation of occupa-
tional pensions requires that products are simple and easy
tounderstand. Over the last few years, pensions have been
on the agenda in wage negotiations, and the parties in the
labour market, represented by the individual associations
in the Norwegian Confederation of Trade Unions and NHO,
the Confederation of Norwegian Enterprise, have asked
the authorities to issue a report on new product solutions
for occupational pensions, referred to as an “Own Pension
Account”, as well as the possibilities of having individual
pension savings with higher levels of tax relief.

The authorities' report on an Own Pension Account and
private pension savings was handed over to the parties in
the labour market in December 2016.

OWN PENSION ACCOUNT

A large majority of employees in the private sector have
defined-contribution occupational pension schemes. The
productinitselfis transparent. However, it gets more compli-
cated as employees receive a pension capital certificate
every timetheychangejobsand must keep track of and take
responsibility for these certificates themselves. Accumula-
ting all pension entitlements in one account which follows
employees throughout their entire professional career, has
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been a topic in the Norwegian pension debate for many

years. Inthe autumn of 2016, the authorities described such

a product, where the goal is to contribute to:

M better overview of and information about own
accumulated pension entitlements

M greater freedom of choice and the opportunity to
influence the accumulation of pension entitlements

B more streamlined pension fund management to ensure
that pension funds generate the highest possible
pension

The Own Pension Account can be realised in many ways.
The most logical solution seems to be that companies pay
contributions to the life insurance companies in the usual
manner, while employees are free to choose the pension
provider managing their funds. In addition to funds from
the active contribution scheme, each employee's pension
accountmayalsoinclude pension capital certificatesissued
by formeremployersand any private pension savings. Such
a solution may contribute to a simple and effective pension
system. Theintroduction of an Own Pension Account requires
the support of the parties in the labour market. Thus far,
support for this solution has not been clarified.

PRIVATE PENSION SAVINGS

Formanyemployees, the total pension entitlementsearned
through occupational pension schemes and the National
Insurance Scheme provide a retirement pension which is
insufficient. Thus, thereisagreater needfor private pension
savings. Overthe pastfew years, the level of private savings
through insurance-based schemes has been low. This is
because the tax advantages on pension schemes have not
been good enough, both due to low tax relief limits and as
theincome taxrateon pension paymentsishigherthanthe
taxreliefon pension contributions. Theauthorities' reporton
Own Pension Account and private pension savingsincludes
several proposalsregarding how the use of taxincentivescan
stimulate savings. Tax deductions can be linked to employ-
ers' unutilised tax deduction entitlement for occupational
pensions. Alternatively, limits can be set independent of
employees' occupational pension schemes. New rules for
private pension savings that qualify for tax relief can, in
principle, be introduced independent of the Own Pension
Account and take effect as from 2018 at the earliest.

IMPORTANT IFRS AMENDMENTS

Anumberof new International Financial Reporting Standards,
IFRSs, have been proposed over the past few years. Some of
thestandards, of which the mostimportantforthe banking
industry is IFRS 9 Financial Instruments, have already been
approved by the standard-setting body, the International
Accounting Standards Board, IASB. See description in note
1Accounting principles to the annual accounts, Approved
standards and interpretations that have not entered into
force. Theamendments will become effectivefor Norwegian
listed companies, including companiesissuing listed bonds,
after being endorsed by the European Commission and the
Norwegian authorities.
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Future amendments to IFRS which could be expected to
have the most pronouncedimpactfor DNB are new account-
ing requirements for insurance contracts.

NEW ACCOUNTING REQUIREMENTS FOR INSURANCE
CONTRACTS

New accounting requirements for insurance contracts
have beenunderreview for severalyears. In2013, the IASB
published an exposuredraftontheaccounting treatment
of insurance contracts. The standard was previously called
IFRS 4 Phase Il and has been renamed IFRS 17 Insurance
Contracts. The exposure draftand comment letters have
since been subjecttoreview anddiscussioninthelASB, and
anumberof issuesrelating to the accounting requirements
forinsurance contracts are still under review.

The exposure draft proposes that insurance liabilities be
measured at the present value of the cash flows arising
from the insurance contracts, including a risk margin and
a service margin. The effects of changes in estimated cash
flowsandthediscountrate, respectively, shall berecognised
inprofitorlossorinothercomprehensiveincomeaccording
tospecialrules. The proposalis expected toresultingreater
complexity in preparing and presenting the financial state-
ments. Under the currentstandard, liabilities are measured
according to requirements which are further defined in the
ActonlInsuranceActivity, and changesininsuranceliabilities
are recognised in profit or loss.

The final requirements are expected to be published in
the first half of 2017, and it has been proposed that the new
standard should enterinto force as of 1January 2021. Special
transitional rulesforinsurance companiesrelatingto IFRS9
have been prepared, since IFRS17will become effective after
theintroduction of IFRS 9.

TAXES AND FEES FOR THE FINANCIAL
SERVICES INDUSTRY

BEPS

BEPS (Base Erosion and Profit Shifting) is a political project
initiated by the OCED to gain better insight into the global
structures of multinational enterprises and ensure that tax
is paid where income is generated. Recommended meas-
uresforimplementationin national legislation, tax treaties
and OECD guidelines, particularly with respect to transfer
pricing, were presented on 5 October 2015.

The recommended measures are under implementation
in national legislation in several countries where DNB has
operations. In Norway, some measures have already been
initiated, and other measures are expected to be implemen-
tedin the period ahead. A multilateral treaty, presented on
24 November 2016, has been negotiated to enable amend-
ments to bilateral tax treaties. The BEPS project will thus
result in extensive changes in international taxation. DNB
will have to relate to a number of the changes as and when
theyareintroduced. Moreover, BEPS will entail more exten-
sive documentation requirements and stricter supervisory
control, partly dueto therequirement for country-by-country
reporting. The extensive changes in both national legisla-
tionandtaxtreatieswillincrease therisk of double taxation.
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CORPORATE TAX RATE

With effect from 2017, the corporate tax rate has been reduced
to 24 per cent. After a tax compromise was reached by the
Norwegian parliament (Stortinget), the tax rate on ordinary
income will be reduced to 23 per cent by 2018. With respect
to companies that are liable to financial activities tax, the
currenttaxratefor2016 of 25 per cent will beretained, cf. the
paragraph on financial activities tax below.

FINANCIAL ACTIVITIES TAX

Financial services are exempt from value added tax. The

Norwegian government is now following up the Scheel

Committee'srecommendationtointroduceafinancialactivi-

tiestax, partly tocompensate forthefact thatsuchservices

are exempt from VAT. The Ministry of Finance states that,
ideally, thefinancialactivities tax should be designed to have
all of the neutrality qualities of VAT, but that it has not been

possible to introduce such a tax from 2017. Consequently, a

simpler form of financial activities tax in the form of two

elements has been introduced:

MW an additional tax of 5 per cent on the payroll of
companies in the financial services industry. For DNB,
this taxis estimated at approximately NOK 400 million
before tax each year

M a continuation of the 25 per cent tax rate, while the
tax rate for companies that are not liable to financial
activities tax will be reduced to 24 per cent

Financial activities tax will be determined on the basis of
the company's total payroll liable to employer's national
insurance contributions. The tax base for the financial activ-
itiestaxisthusthesameasforthecalculation of employer's
national insurance contributions. Financial activities tax
on salaries will be tax deductible just like other wage costs.
The 25 per cent tax rate will apply to all companies covered
by the extra payroll tax. The financial activities tax will be
levied on all companies with employees in the finance and
insurance sectors.

However, no financial activities tax will be levied on

W companies with less than 30 per cent financial activity

W companies with more than 70 per cent financial activity
subject to VAT

Denmark haslonghadafinancial activities tax (“payroll tax”).

WITHHOLDING TAX ON INTEREST PAID OUT OF NORWAY
The government has announced that it will review a propo-
sal to introduce withholding tax on cross-border interest
payments and that it aims to submit a consultation paperin

2017.Withholding tax on cross-borderinterest payments will

be a Norwegian tax on international creditors.



Results that count

A helping
hand

Having an independent life is important
for most people, but not something
everyone can take for granted. Andrea
Galasen can live the life she wants thanks
to three personal assistants —and some

assistance from DNB.

DNB'S HEALTHCARE COMMITMENT

The healthcare
sectoris afocus area
for DNB in the Nordic
region and interna-
tionally.

due toa number

of high-profiled
transactionsin the
Nordic region. These
included advisory
assignments (M&A),
IPOs, capital raising
and bond issues.

DNB isan active
business partner, re-
gardless of where in
the value chain and
the development
phase customers
are, and offers, at all
times, relevant ser-
vices, including capi-
tal raising, financing

DNB is the market
leader within bank-
ing services for the
healthcare sectorin
the Nordic region
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DNB's healthcare commitment




ndrea Galasen livesat Romsds in

A Oslo. She is living an active life

as the mother of seven-year-old

Arne. But there is one thing that

sets her apart from most other

people: Andrea Galasen is blind. How-

ever, thanks to the government scheme

of user-controlled personal assistance,

shereceives good help, on a daily basis, to

live the life she wants to live. A life with
independence and dignity.

“Suddenly, the weather can be so nice
that Arne and I would like to go for a walk.
I can then consider whether we should go
alone or whether to call an assistant. If we
have walked in the nearby wood, lit an
open fire and grilled hot dogs alone, it is
rather tiring. Sometimes itisa good idea
to call an assistant,” says Galasen.

Day Fonbzkis herregularassistant,and
inaddition, she has two on-call assistants
who she can call if necessary. It is Gala-
sen herself who decides how to use the
assistants' time.

“The whole scheme is based on self-re-
spect and dignity. This means that I can
build Lego with my son or see which birds
are on the bird table because my assistant
whispers their names to me,” explains
Galasen, adding: “Basically, this gives me
two eyes and more energy so thatIcando
everythingIwould have doneifIcould see.”

STRONG RELATIONSHIPS. Galasen's

three personal assistants are supplied
through Human Care, the healthcare firm
owned by the Swedish company Humana.
Thisis where DNB enters the story. When
Humana was listed on Oslo Bers (the Nor-
wegian stock exchange) in 2016, it was

DNB that assisted in the process before

and after the initial public offering (IPO).
The cooperation with DNB means that
Humana can now offer even more users

assistance through its healthcare firms.

“There are two main cornerstonesin this

story: DNB's commitment to the health-
care sector goes beyond being abank that
solelylends money. This was the starting
point for our cooperation with Humana.
From then on, the relationship developed
aswe helped Humana with their IPO and
made it possible for the company to grow
further,” says Peter Behncke, head of In-
vestment Banking in DNB.

The healthcare sector has been a focus
areain the Croup since 2007. Thisindustry
will continue to grow, both nationallyand
globally, mainly as a result of the wave of

Results that count

“My assistants
do not do things
for me, but they
make it possible
for me todo
them myself.”

ANDREA GALASEN, USER
OF THE BPA SCHEME

older people that is hitting the western
world with full force now and in the years
to come. As a result of this, the need for
private healthcare services will increase -
and DNB has a stated goal and a desire to
help more private healthcare businesses
become commercially viable.

“The healthcare sector has the potential
to build up a key position in Norway and
become a majorindustry. Asabank, we can
supportand assist companies thatareina
growth phase. For all new companies, the
start-up phaseis particularly demanding,
and they need access to venture capitaland
advisory services. This is where we come
in,” Behncke points out and continues:

“DNB has extensive expertise across its
organisation and it is important that we
capitalise on this. We are not just a lend-
er,but have industry competence, capital
market expertise and in-depth knowledge
ofindividual companies, suchas Humana.”

IMPORTANT SUPPORT. Services that
DNB offers to healthcare companies be-
yond access to capitaland advisory services
during a start-up phase, include market-
ing, networking, regional and global cash
management services, deposits, guaran-
tees and trade finance services.

When DNB and Humana initiated a dia-
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“DNB has been an important partner for us, both
as alender and in connection with, for example,
the initial public offering.”

ULF BONNEVIER, CHIEF FINANCIAL OFFICER OF HUMANA

FACTS

Humana

M Nordic idea-driven private care
company, established in Sweden in
2001, publicly listed in 2016.

M Offers a variety of health and
care services, such as user-con-
trolled personal assistance, care of
the elderly, child welfare and other
health and care services.

M 9000 clients and 16 000 em-
ployees in Sweden, Norway and
Finland.

B From 2014 to 2015, Humana
increased its income by 12 per cent
to SEK 5 655 million.

loguein 2014, it was to get Humana listed
on the stock exchange.

“We contacted various investors and
managed to generate so much interest
for the company that it was launched on
the stock exchange with a good price per
share. In actual fact, the interest sur-
rounding the public offering resulted in
oversubscription, and the share price rose
by nearly 20 per cent on its first day of
trading,” says Behncke.

“Humana has grown rapidly since its
startin 2001 because it offers good service
and more independence for its customers,”
says Ulf Bonnevier, chief financial officer
of Humana. He emphasises the good co-
operation with DNB:

“DNB has been an important partner
for us,both asalender and in connection
with, for example, the initial public offer-
ing. It is very beneficial for us that DNB
has its finger on the pulse in Norway.”

PATHWAY TO INDEPENDENCE. jon

Torp is head of user-controlled personal
assistance (called BPA in Norway) in the

19

1. Committed to healthcare: "DNB
wishes to contribute to more private
healthcare companies becoming
commercially viable,” says Peter Behncke,
head of Investment Banking.

2. Mother: Andrea is Arne's mother, and
itis considerably easier when she has
an assistant on the sidelines who can
contribute when needed.

3. Regular assistant: Dag Fonbaek

is Andrea's regular assistant, and she
decides how his time should be spent.
According to Andrea, respect and dignity
are important to the success of the BPA
scheme.

Norwegian Human Care. BPA has been
a statutory right in Norway since 2015.

“The core of Humana's work can be sum-
med up in the slogan ‘Everyone has the
right to a good life. Yes, everyone’. This is
about people who have assistants to live
the life they want to live,” says Torp.

The essence of Humana's Human Care's
work is that the customers are the assis-
tants' supervisors.

“If you are going to live a life with assis-
tants, it is essential that you can decide
yourself who they should be, when they
are going to come, what they will do and
how. Itisabout turning traditional think-
ingonits head. Beinga supervisor is a bit
like managing a small company. It is the
responsibility of the supervisors to ensure
that the assistants are satisfied so that
they are happy in their jobs and want to
stay on,” says Torp.

At Romsas, Andrea Galdsen is the super-
visor of three personal assistants. “I am
not the only one who is fortunate because
I have assistants. They are also fortunate
to be working for me,” she says.

For her, the assistants mean that she
can do what she wants.

“Idecide whether the assistant should sit
for three hours and read his book while I
tidy up my wardrobe. Then I can ask now
and again what colour is this or that gar-
ment, or whether the cake I am baking
looks like it should. My assistants do not
do things for me, but they make it possible
for me to do them myself,” says Galdsen.



Brand ambassador

“We need to break
down silos and
established processes
and integrate
innovation in our

corporate culture.”
TRUNG MINH TRAN

Brand ambassador

DNB's brand ambassador
programme is an internal initiative
whereby DNB employees each year
select 100 colleagues to be brand
builders. The network of brand
ambassadors will help build a
culture characterised by employee
engagement and customer
orientation, while being a driving
force of change.

Trung Minh Tran is one of them.
He is head of transformation
projects for Lean & Quality.

What do you think is important
if DNB is to create long-

term value and how can you
contribute?

“If DNB is to create long-term
value, we need to speed up

our pace of innovation and

our ability to deliver through
positive customer experiences.
Our contribution is to improve
processes and create greater
efficiency. With good Lean tools
and a structured approach, we can
focus on our customers' journeys
and facilitate digitalisation and

automation.” BORSEN
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The DNB share

The DNB share

The DNB share price rose from NOK109.80 to NOK128.40 in 2016. In consequence of a more positive
outlook for the Norwegian economy and higher oil prices, there was a strong increase in the share
price from the start of August. In addition, the extensive build-up of capital in the Group contributed
to greater confidence that DNB will deliver on its ambition to increase dividend payments.

Relative share price development 2016
DNB compared with OBX, OSEFX and SX7GR

Local currency 1January 2016 = NOK109.80 = DNB opening price in 2016
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Relative share price development last ten years
DNB compared with OBX, OSEFX and SX7GR

Local currency 1January 2007 = NOK 84.00 = DNB opening price in 2007
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1) The DNB share price has been adjusted for dividends (gross).

2) Index comprising the 25 most traded shares on Oslo Bars.

3) The Oslo Bars Mutual Fund Index is a value-weighted version of OSEBX, the Oslo Bars Benchmark Index.

4) STOXX Europe 600 Banks Gross Return is an index comprising European banks. The index shows total gross return.

Source: Bloomberg
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RETURN AND SHARE PRICE DEVELOPMENT

The total return on the DNB share, including dividends,
was 21 per cent in 2016, while the Oslo Bars Benchmark
Index rose by 12 per cent. The price of oil, which fell
towards the end of 2015, was recorded at less than USD 30
per barrel in mid-January 2016, which was the lowest
level during the year. From mid-January and through
the first half of the year, the oil price rose and stabilised
ataround USD50a barrel during the second half of 2016,
ending at just over USD 57 per barrel at end-December.
Theflattrendinthe DNBshare priceduring thefirst half
of 2016 reflected continued uncertainty surrounding the

Annualised total return as at 31 December 2016
Per cent

Last year Last two Last three Last four Last five
years years years years
Cumulative total return as at 31 December 2016
Per cent
Last year Last two Last three Last four Last five
years years years years

EEN DNB M Nordic financial services groups” EEE OSEFX?

Norwegianeconomyandimpairmentlossesonloans. The
otherlarge Nordicfinancial services groupsall recorded
positivereturnsin2016. DNBachieved a strongerreturn
than the average unweighted return for other Nordic
financial services groups in 2016.

Over the past ten years, the DNB share has generally
been priced higher than the Group's recorded equity.
Towards theend of 2015and at the start of 2016, the share
was traded below recorded equity, while atyear-end 2016,
thesharewasonceagaintraded above recorded equity.

Last six Last seven Last eight Last nine Last ten
years years years years years
Last six Last seven Last eight Last nine Last ten
years years years years years

1) Unweighted average in local currency of Nordic bank shares (Nordea, Svenska Handelsbanken, SEB, Swedbank and Danske Bank).
2) The Oslo Bars Mutual Fund Index is a value-weighted version of OSEBX, the Oslo Bars Benchmark Index.

Source: Bloomberg
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Developments in DNB's share price and recorded equity per share including reinvested dividend”

NOK

2007 2008 2009 2010 2011

2012 2013 2014 2015 2016

EE Reinvested dividend per share HEM Recorded equity per share ==== DNB's share price

1) Recorded equity and the share price for the period 2007-2009 have been adjusted for the share issue in the autumn of 2009.
Return on equity, which is used to calculate reinvested dividends, has not been adjusted for the share issue.

Source: DNB, Oslo Bars

MARKET CAPITALISATION AND TURNOVER

DIVIDEND POLICY

DNB wasthesecond largest primary listed company on
Oslo Bgrs at year-end 2016 and the sixth largest finan-
cial services group in the Nordic region, with a market
capitalisation of NOK209 billion, up NOK 30 billion from
end-December 2015.

Trading volume in the DNB share rose in 2016, which
was the third year with anincreased turnoverrate. The
total trading volume in 2016 was up 6 per cent to 2714
million shares, which corresponded tojust undereleven
million shares per day. Trading on open market places,
mainly Oslo Bars, continued to rise and was up 36 per
cent.Therewasasignificantincreaseintradingon private
exchanges (“"dark pools”). Off-exchange trading (OTC or

"over-the-counter”) declined by 22 per cent.

Thevalueof alltraded DNB shares was reduced by just
over NOK 40 billion to NOK 281 billion. The value of OTC
trading declined significantly from NOK 177.5 billion to
NOK108.5billion. Therewasanincrease on open markets,
suchasOslo Bars, from NOK123.9 billion to NOK146 billion.
These market places' share of total trading increased
by 13.3 percentage points to 51.9 per cent. Trading on
private exchanges rose by NOK 7.4 billion to NOK 26.6
billion, which represented 9.5 per cent of total trading.

INDICES

Atthebeginning of 2017, the DNB share was weighted on
allrelevant Oslo Barsindices, with10.05,12.20,14.33and
8.91percent, respectively, onthe Benchmark, All-share,
OBX and Mutual Fund Indices. DNB was also represen-
ted on global indices, but with relatively low weights.
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DNB's Board of Directors hasapproved a dividend policy
whichaimsto createvalueforshareholdersthrough both
increasesintheshare priceanddividend payments. Over-
all, thiswill ensure an attractive and competitive return.

TheGroup'slong-termdividend policy is to have an ordi-
nary dividend payout ratio of more than 50 per cent. The
Group aims toincrease nominal ordinary dividends each
year. Inadditiontodividend payments, DNB will consider
asharebuy-back programme. Thiswill be a flexible way to
allocate any surplus capital to the Group's shareholders.

The Group's aim is to have a common equity Tier 1
capital ratio of approximately 16.0 per cent, including a
management buffer.

SHARE CAPITALAND SHAREHOLDER STRUCTURE

Atend-December2016, the share capital of the company
was NOK16 286 million divided into 1628798 861shares,
each with a nominal value of NOK10. DNB has approxi-
mately 42300 privateand institutional shareholders, of
which the two largest are the Norwegian government,
represented by the Ministry of Trade, Industry and Fish-
eries,andSparebankstiftelsen DNB (the DNB Savings Bank
Foundation). Afurtherdescription of the government's
ownership canbefoundinthe chapter“Corporate govern-
ance”, section4, aboutequal treatment of shareholders.
Theobjectof the Savings Bank Foundation is to manage
its long-term ownership interests in DNB and support
the company inits efforts to continue the savings bank
tradition. The Foundation may donatea portionofannual
profits to non-profit causes. The Foundation's governing
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Key figures
2016 2015 2014 2013 2012

Number of shares at year-end (million) 1629 1629 1629 1629 1629
Number of shares traded (million) 2714 2555 2011 1740 2242
Total value of shares traded per day (NOK million) 1111 1277 886 643 584

Share of total value traded on public market places, e.g. Oslo Bars (%) 52.0 38.6 49.4 54.5 63.6

Share of total value traded in dark pools (%) 9.5 6.0 9.6 9.0 5.6

Share of total value traded over-the-counter (OTC) (%) 38.6 55.4 41.1 36.5 30.8
Average number of shares traded per day (million) 10.7 10.2 8.0 6.9 8.9
Number of trading days 253 251 250 249 251
Earnings per share (NOK) 11.46 14.98 12.67 10.75 8.48
Return on equity (%) 10.1 14.5 13.8 13.1 11.7
Share price at year-end (NOK) 128.40 109.80 110.70 108.50 70.40
Highest closing price (NOK) 136.90 142.20 126.50 110.80 74.80
Lowest closing price (NOK) 91.40 102.90 98.90 71.00 54.00
Price/earnings ratio 11.2 7.3 8.7 10.1 8.3
Price/book value 1.10 0.98 1.14 1.25 0.90
Dividend per share (NOK) 5.70 4.50 3.80 2.70 2.10
Pay-out-ratio (%) 49.8 30.0 30.0 25.1 24.8
Dividend yield (%) 4.44 4.10 3.16 2.49 2.98
Equity per share including allocated dividend at year-end (NOK) 116.94 111.57 97.45 87.15 78.11
Trading volume per market”
NOK billion

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

El Open markets (e.g. Oslo Bars)
HE Private exchanges (dark pools)
I Off-exchange trading (OTC)

1) Including market places other than Oslo Bars in Europe as from 1 May 2008 and from outside Europe as from 26 July 2010.

Source: DNB, Oslo Bars, Fidessa
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Dividend yield relative to P/B

2007

2008

R*=62.8%

0.4 0.6 0.8 1.0

Source: DNB, Oslo Bars

body is the general meeting, with members elected
among the bank's depositors and by county councils
in eastern Norway. The general meeting has elected a
board with six members.

ANALYST COVERAGE

Itisintheinterests of DNB that high-quality equity analy-
sesarepublished onaregularbasis, reflecting theinforma-
tionthatisdistributed to the stockmarket. The DNB share
is covered by 33 brokerage houses, of which13are Nordic-
based. Emphasisis thus placed on providingrelevantand
complete information and on ensuring that all analysts
receive equal treatment at all times. A list of analysts
following the share can be found on dnb.no/investor-
relations. Daily contact with investors and analysts is
handled by the Investor Relations department.

Early in 2016, analyst price targets for the DNB share
weresignificantly higherthan theactual share price. The
pricetargetwaslowered somewhatduringthefirstthree
quartersof theyear, whilefrom October, it wasincreased
in step with the rising share price. There was a predomi-
nance of buy recommendations throughout2016. Due to
a strong increase in the share price towards the end of
2016 and rising price targets, the DNB share was traded
at a price that was in line with average estimates from
analystsin the fourth quarter of 2016.

INVESTOR RELATIONS

DNB Investor Relations provides information to and
communicateswith capital market participants, includ-
ingshareholders, potential investors, analysts, portfolio
managers, investment banks and others that are inter-
estedinthecompany'sshares. Investorrelationsactivity -
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Ownership according to nationality
As at 31 December 2016
Per cent

INTERNATIONAL NORWEGIAN

INVESTORS INVESTORS
[0) (o)

41% 59%

EEm Norwegian Government/Ministry of ~ HEE UK: 9%
Trade, Industry and Fisheries: 34% I | uxembourg: 5%
Hl DNB Savings Bank Foundation: 9% N japan: 1%
Other Norwegian: 16% Sweden: 1%
. US: T7% Other international: 7%

Source: DNB, Norwegian Central Securities Depository
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20 largest shareholders as at 31 December 2016"

Number of Ownership Percentage change
shares in 1 000 in per cent from 2015
Norwegian Government/Ministry of Trade, Industry and Fisheries 553792 34.00 =
DNB Savings Bank Foundation 146541 9.00 (3.95)
Folketrygdfondet 100470 6.17 12.28
Fidelity International Limited (FIL) 43129 2.65 4.11
BlackRock 37303 2.29 (4.38)
Schroder Investment 27111 1.66 (10.97)
T. Rowe Price Group 26898 1.65 19.03
TheVanguard Group 24377 1.50 11.02
MFS Investment Management 24 310 1.49 (35.30)
Newton Investment Management / BNY Mellon 23630 1.45 11.89
State Street Global Advisors 23043 1.41 12.81
Deutsche Asset Management 21701 1.33 New among top 20
AXA / AllianceBernstein 17435 1.07 New among top 20
BNP Paribas Investment / Alfred Berg 15823 0.97 1.35
KLP Asset Management 15745 0.97 3.09
Storebrand Asset Management 15615 0.96 New among top 20
Danske Capital 15371 0.94 6.86
DNB Asset Management 15347 0.94 (4.36)
SAFE Investment Company 13506 0.83 (34.24)
Columbia Threadneedle Investments 12813 0.79 New among top 20
Other shareholders 454 840 27.92 (5.30)
Total 1628799 100.00

1) The beneficial owners of shares in nominee accounts are determined on the basis of third-party analyses.

Source: DNB, Norwegian Central Securities Depository, Nasdaq

Norwegian shareholders
As at 31 December 2016

NUMBER OF SHAREHOLDERS PERCENTAGE OWNERSHIP NUMBER OF SHAREHOLDERS
30314
30000 60 30000
25000 50 25000
20000 40 20000
15000 30 15000
10000 20 10000
5000 10 5000
2% 840 2% 379 0%
0 0 0
1-1000 1001~ 10001- 1000001-  >10 mill. 1-1000 1001-
shares 10000 1000000 10000000  shares shares 10000
shares shares shares shares

EEm Number of shareholders EEE Percentage ownership

Source: DNB, Norwegian Central Securities Depository
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International shareholders
As at 31 December 2016
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is primarily aimed at giving themarketa correct picture of
the company's activities and future prospects. All price-
sensitiveinformation must be given simultaneously toall
market participants. DNB thus complies with Oslo Bars'
recommendationonthereporting of IR informationissued
inJune2014. DNB Investor Relationsarranged more than
300 meetings with investors and analysts in 2016.

Inconnectionwiththerelease of DNB's quarterly finan-
cial results, Investor Relations arranges presentations
to help promote greater understanding of the Group's
business operations. In addition, the department holds
meetings, with or without representatives from group
management, with existing and potential investors in
andoutside Norway. Investor Relations maintains contact
with investors in both equity and debt capital markets.
Presentations used in meetingswithindividual investors
arenotdifferentfrom the ones that have previously been
published by the Group. Norareindividual investors given
verbalinformation thatis not disclosed to the rest of the
market. Information about events of a price-sensitive
nature whichwillhavean extraordinaryimpacton profits,
mustbereleased whenitisknowntoensurethatall market
participants receive the information at the same time.

Investor Relations helps the Group ensure that the
company's shares are priced effectively on the stock
exchange, manage market expectations with respect
to share price performance and ensure sound liquidity.

A further description of equal treatment of sharehold-
ers can be found in the chapter "Corporate governance”,
section 4 on page 90.

FUNDING AND RATING

There are two companies in the DNB Group that issue
commercial paper. DNB Bank ASAissues seniorand subor-
dinated loans, while the subsidiary DNB Boligkreditt AS
issues covered bonds. Norwegian regulations require
that covered bonds are issued by a separate legal entity.

Asthe Norwegian capital marketis of limited size, DNB
has tocoverpartsofitstotal fundingrequirementininter-
national capital markets. The Group obtainsasignificant
share of its international funding in the euro market, but
has also established funding programmes in the US and
Japan.

DNB continuously seeks to improve the bank's credit
rating. This is important, as a higher credit rating will
resultin lower funding costs over time.

The creditworthiness of DNB Bank ASA is assessed by
the rating agencies Moody's, Standard & Poor's (S&P)
and DBRS. DNB Bank ASA had the following ratings as
at 31 December 2016: Aa2 from Moody's, A+ from S&P
and AA (low) from DBRS. The ratings from Moody's and
S&P had a negative outlook, while the rating from DBRS
had a stable outlook. In 2016, the rating from Moody's
was upgraded from Aa3 to Aa2 and changed to negative
outlook. Theratingsfrom S&Pand DBRS were unchanged
throughout the year.

Coveredbondsissued by DNB Boligkredittarerated AAA
by S&P and Aaa by Moody's, both with a stable outlook.
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Average analyst recommendationsin 2016
Recommendation

BUY

HOLD
SELL L 1 1 1
1)an. 1March 1May 1july 1Sept. 1Nov. 31 Dec.
2016 2016 2016 2016 2016 2016 2016
E \Weighted average
Source: DNB, Oslo Bars, Bloomberg
Average price targets and
share price developmentin 2016
NOK
140
130
120
110
100
90 L 1 1 1 J
1)an. 1March 1May 1July 1Sept. TNov. 31 Dec.
2016 2016 2016 2016 2016 2016 2016

EE DNB's share price
I Analysts' price target

Source: DNB, Oslo Bars, Bloomberg
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Credit ratings for DNB Bank ASA

AAA/Aaa
AA+/Aal I-I

AA/Aa2

AA-/Aa3 J

A+/A1 _I 1

A/A2
A-IA3
BBB/Baa
B/Ba

B/B L L

2007 2008 2009

2010 2011 2012 2013

I Standard & Poor's HEE Moody's I DBRS

Source: DNB, Standard & Poor's, Moody's and DBRS

2014 2015 2016

Taxation of shareholders according to Norwegian law for the 2016 income year

Limited liability companies and corre-
sponding companies as shareholders.
Thetaxexemption method, cf. Section2-38
ofthe Norwegian Taxation Act, impliesthat
shareholders organised as limited compa-
nies etc. asarule are exempt from tax on
dividends received and capital gains on
shares, mutual fund holdings and finan-
cial instruments with shares comprised
by the tax exemption method as under-
lying assets. Losses on the sale of shares
and holdings comprised by the tax exemp-
tion method are not tax deductible. With
respecttodividends comprised by the tax
exemption method and dividends from
businessesassessed as partnerships, 3 per
cent of such income is liable to tax.

Natural persons as shareholders. The
shareholder model applies to sharehold-
ers who are natural persons resident in
Norway. When the taxrateforcompanies
wasreducedin 2016, the taxation of share-
holderincome (capital gains and dividends)
wasadjusted upward by afactorof115.The
tax rate for personal shareholders is thus
28.75 per cent (25 per cent x 1.15) in excess
of ashieldedamount (the shielding deduc-
tion). Thereis a corresponding deduction
right for losses on the sale of shares.

The shielding rules shall ensure that an
amount of income corresponding to the
normal return on a shareholder's invest-
ment in a company is not taxed as divi-
dends. Each year, a shielding deductionis
computed, forming the basis for the divi-

dend personal shareholders can receive
freeof tax. Theannual shieldingdeduction
is calculated by multiplying the shielding
basis for the share by a shielding interest.
Theshielding basis represents theamount
theshareholderhas paidfortheshare, with
theaddition of any unused shieldingdeduc-
tion carried forward from previous years.

Foreignshareholders. Gains/lossesonthe
sale of shares are, asarule, taxablein the
countrywhere the shareholderisresident
fortax purposes.

As a general rule, dividends received by
foreign shareholders are subject to tax in
Norway if the dividends aredistributed by
a limited company domiciled in Norway
(withholding tax).

Forshareholderswhoarenatural persons
residentoutside Norway, withholding tax
should be assessed and deducted. The
company distributing the dividends is
responsible formakingadvance taxdeduc
tions to cover the income tax on such divi-
dends at a rate of 25 per cent. However,
Norway has entered into tax treaties
with a number of countries, whereby
the withholding tax rate is often reduced,
normally to15 per cent. Shareholderswho
aretaxresidentinother EEAcountriesare
entitled to a shielding deduction. If the
deductedtaxishigherthanthetaxpayable
ondividends aftertheshieldingdeduction,
theshareholder mayadvanceaclaimfora
refund of excess withholding tax. All such
matters must be handled by the Central
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Tax Office for Foreign Tax Affairs.

Dividends paid to companies that are
eligible for exemption according to the
tax exemption method and domiciled in
an EEA country willasarule be exempted
from withholding tax in Norway. The tax
exemption is conditional on the company
being thereal beneficial ownerof the share
dividends.

Changes from the 2017 income year.
In consequence of a reduction in the tax
rate from 25 to 24 per cent as from 2016,
the upward adjustment factor has been
increased to 1.24 per cent for shareholder
income. This means that the effective tax
rateforpersonal shareholdersondividends
and capital gainswillbe29.76 per cent (24 per
centx1.24) as from the 2017 income year.

Share savings account. In order to make
more small depositors invest in listed
companies and investment funds, it has
beendecided tointroduceasharesavings
accountforindividual taxpayers. The share
savingsaccountwill probably not be avail-
able until the spring of 2017, as the govern-
mentwillfirst submita consultation paper
regarding who should be allowed to offer
this product. Gains on the realisation of
shares and mutual fund holdings will not
betaxedinconnectionwiththeactualsale,
but when money is withdrawn from the
account. Nevertheless, dividends received
willaccrueto theshareholderand be taxed
onan ongoing basis.
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To the Board of Directors of DNB ASA

Independent assurance report — Reporting on corporate social responsibility for
2016

We have performed an independent verification of DNB ASA’s reporting on corporate social responsibility
(CSR) for 2016, which involves a review of DNB ASA’'s 11 most material CSR aspects, presented in the
company’s materiality matrix for CSR. The material CSR aspects are outlined in the chapters
“Responsible operations” in the annual report and in the company’s overview of reporting on GRI
indicators (GRI index, see dnb.no/en/about-us/csr/sustainability-library.html), hereinafter referred to as
Reporting on CSR. We have assessed if the information being presented in the Reporting on CSR is
based on relevant criteria from the guidelines for sustainability reporting from the Global Reporting
Initiative Standards option “core” (GRI Standards).

Management’s responsibility

DNB’s management is responsible for the selection of the information and collection of the data for
presentation and for the preparation of Reporting on CSR in accordance with the GRI Standards.

Our Independence and Quality Control

We have complied with the independence requirements of the Norwegian Law on Auditors and Auditing
and other ethical requirements from the Code of Ethics of the Norwegian Institute of Public Accountants
which are founded on fundamental principles of integrity, objectivity, professional competence and due
care, confidentiality and professional behavior.

We apply International Standard on Quality Control (ISQC1) “Quality control for firms that perform audits
and reviews of financial statements, and other assurance and related services engagements” and
accordingly maintain a comprehensive system of quality control including documented policies and
procedures regarding compliance with ethical requirements, professional standards and applicable legal
and regulatory requirements.

Auditor’s tasks and duties

Our task is to issue an independent report to the Board of Directors on the Reporting on CSR based on
our work. Our work is conducted in accordance with ISAE 3000 “Assurance Engagements Other than
Audits or Reviews of Historical Financial Information”. The standard requires that we plan and perform
procedures to obtain limited assurance that the information in the Reporting on CSR is prepared and
presented in accordance with relevant criteria for sustainability reporting in accordance with GRI
Standards and does not contain material errors.

A member firm of Ernst & Young Global Limited
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EY

Building a better
working world

Our work has consisted of the following procedures:

e Review of DNB ASA's process for the preparation and presentation of the Reporting on CSR to
provide us with an understanding of how CSR is ensured in practice within the business

e Interviewed those in charge of CSR reporting to develop an understanding of the process for
the preparation of the Reporting on CSR

e Verified on a sample basis the information in the Reporting on CSR against source data and
other information prepared by DNB ASA

e Assessed the overall presentation of Reporting on CSR against the criteria in GRI Standards
including a review of the consistency of information

In our opinion, the evidence obtained is sufficient and appropriate to provide a basis for our conclusion.

Conclusion

Based on our work, nothing has come to our attention that causes us to believe that the Reporting on
CSR, in all material respects, is not prepared and presented in accordance with the GRI Standards, and
that the information in the Reporting on CSR contains material misstatements. Indicators covered by our
assurance report are listed in the GRI index.

Oslo, 8 March 2017
Ernst & Young AS

Anders Gabel
State Authorised Public Accountant

(This translation from Norwegian has been made for information purposes only.)

Independent assurance report — DNB ASA

A member firm of Ernst & Young Global Limited
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Directors' report

Directors' report

OPERATIONS IN 2016

DNB recorded profits of NOK19 251 million in 2016, down
NOK 5521 million from 2015.

Despite high impairment losses, mainly in oil-related
industries and shipping, DNB delivered solid profits.

The target for the common equity Tier 1 capital ratio
was reached one year ahead of plan and was 16.0 per
cent at year-end 2016. This is conditional on a dividend
payoutratio of 49.8 per cent. Common equity Tier1capi-
talincreased by NOK 5.3 billion during the year. Profits
generatedduring the periodandastrategicreductionin
loanstolargeinternational corporates with low profita-
bility contributed to theincreasein the common equity
Tier 1ratio. The payout ratio is in accordance with the
Group's ambition to increase dividend payments.

Returnonequity was10.1percent,downfrom14.5 per
centin 2015. The Group delivered a double-digit return
on equity despite the build-up of capital, higherimpair-
ment losses and the closing of branch offices.

Increasedfunding costsand adeclineinamortisation
and fee income had a negative impact on net interest
income in 2016. Due to changes in customer behaviour,
amortisation periodsareincreasing, since customersare
no longer so inclined to refinance their loans. Volume-
weighted spreads narrowed slightly. The interest rate
adjustments for personal customers implemented in
the fourth quarter of 2016 will have full effect from the
start of January 2017. Lending volumes were down in
2016, reflectinga strategicreductioninlow profitability
exposures in the segments for large corporates and
international customers.

Other operating income was NOK 595 million lower
thanin 2015, mainly due to the effect of basis swaps.

Operating expenses were up NOK 1423 million from
2015, which was primarily a consequence of the transition
fromadefined-benefit toa defined-contribution pension
scheme in the fourth quarter of 2015. Adjusted for non-
recurring effects, there was a reduction in underlying
operating expenses of NOK 374 million or 1.8 per cent.
DNB continued to invest in IT infrastructure in 2016 to
prepare for future competition.

Impairmentlossesonloansand guaranteesincreased
by NOK5154 million during theyeardueto higherindivid-
ual impairmentin the shipping and offshore segments.
Therewasalsoarisein collectiveimpairment, reflecting
weakereconomic conditionsin someindustries. Exclud-
ing the sale of non-performing portfolios during 2015
and 2016, impairment lossesincreased by approximately
NOK 4750 million.

2016 was characterised by increasing digitalisation
of the financial services industry and swifter changes
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in customer behaviour. In step with customers' escala-
ting use of self-service solutions, 59 branch offices were
closed during the first half of 2016. Parallel to this, the
Group continued to develop new digital services.

At year-end 2016, the Vipps payment app had been
downloaded by approximately 2.1 million Norwegians.
The app was further developed, and both Vipps Invoice
and Vipps SME were launched in 2016. In addition, DNB,
Netsand Verifone signed anagreementenabling custom-
ers to use Vipps as a means of payment in shops. DNB
also entered into agreements with large commercial
companies.

In October, Nordea and DNB announced an agree-
menttocombinetheiroperationsin Estonia, Latviaand
Lithuania, aimingto createaleading bankinthe Baltics
with strong Nordicroots. The transactionis conditional
upon regulatory approvals and is expected to close in
the second quarter of 2017.

Inthe wake of the Panama Papers case, which became
known in April, the law firm Hjort was engaged to
make an external review of DNB's involvement in the
matter. The report was presented in mid-September
and concluded that DNB had not violated the law. On
the other hand, DNB's internal guidelines had been
breached, and measures have been decided.

In November, the NXT Conference was held at DNB's
head office in Oslo. The conference was part of Oslo
Innovation Week, and aimed to createa digitaland physi-
cal meeting place for entrepreneurs and investors for
networking, knowledge sharingand inspiration. After
theconference, DNBand StartuplLablaunched NXTAccel-
erator, a programme to help promising technological
start-up companies to expand quickly, establish part-
nershipsand create commercial opportunitiesfor both
the companies themselves and DNB.

In the fourth quarter, it became known that DNB
is one of many banks involved in the financing of the
construction of a new and controversial oil pipeline in
North Dakota in the US. DNB will ensure that the bank
cananswerforits part of the project financingand may
potentiallyreconsideritsexposurein the pipeline project.
During thefourth quarter, the Group's mutual funds sold
their holdings in the companies building the pipeline.

Inconsequence of the competitive situationandrising
marketrates, DNBdecided toincreaseinterestrateson
home mortgages on two occasions in 2016.

DNB performed wellina number of surveys undertaken
by Prospera, Universumand the Career Barometerduring
theyear. Inaddition, DNB was ranked top by Norwegian
companiesforits pensionservicesand bestamongbanks
in Norway in the consumer survey Sustainable Brand
Index.
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In October, DNB received the Confederation of Voca-
tional Unions' (YS) equal opportunity award due to its
work to equalise salary differences between men and
women. In November, DNB was the first Norwegian
financial institution to be awarded a rating of A- for its
climate work by the Carbon Disclosure Project, CDP.

The engagement index in the employee survey
remained high at 84 points. This paints a picture of
a robust organisation that has coped well through
extensiverestructuring, butis naturally affected by the
reorganisation processesinthe Group. Sicknessabsence
in DNB's Norwegian operationswas4.5 per centin 2016,
anincrease from4.4 per centin2015. The special follow-
up of units with high sickness absence rates continued.

New solvency regulations for European insurance
companies, Solvency Il, entered into force on 1Janu-
ary 2016.

In a stress test conducted by the European Banking
Authority, ESA, DNBwasdescribed as havingthe greatest
resilience to economic crises among the tested banks.

Towards the end of the year, the Ministry of Finance
adoptedanewhomemortgageregulation. Atthe same
time, it became clear that the Norwegian parliament
(Stortinget) supported the government's proposal
to introduce a financial activities tax. The Ministry of
Finance also raised the counter-cyclical buffer require-
ment from 1.5 to 2.0 per cent with effect from year-
end 2017.

The Board of Directors has proposed a dividend for
2016 of NOK 5.70 per share, which corresponds to 49.8
per cent of profits. The Board of Directors would like to
thank all employees for their dedication and hard work
in 2016.

STRATEGY AND TARGETS

DNB's vision and values are about putting the custom-
ersin focus. The aim to be strongly customer-oriented
and to create good customer experiencesisreflectedin
DNB'svision: “Creating value through the art of serving
the customer™.

The Group will ensure long-term value creation for all
its stakeholders: customers, shareholders, employees
and society at large.

DNB is organised to enable the Group to quickly and
effectivelyadapttochangesin customerbehaviourand
develop productsandservicesthat meetthe needsinthe
various customer segments. Inordertoreachitstargets
and succeed inrealisingitsvision, DNBis dependenton
having motivated employees with the right competen-
cies. DNB's corporate culture should be characterised
by change capacity, engagement, good leadership and
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effective communication. Strong cooperation between
various unitsin the Group will ensure customers access
to DNB's total product range.

DNBaimstoachieveareturnonequity,arateof growth
andamarket capitalisation whichare competitiveinrela-
tiontoits Nordic peers. At the Group's Capital Markets
Dayin November2016, thelong-termambitiontoachieve
areturn on equity above 12 per cent was retained. In
consequence of stricter capital requirements and the
prolongedlow interestrate level, combined with expec-
tations of relatively high impairment losses on loans to
oil-related industries over the next few years, the ambi-
tion of 12 per centreturn on equity is not expected to be
reached until towards the end of 2019. Developmentsin
2016 reflected the economic downturn and high impair-
mentlossesonloans, and thereturnonequity of 10.1per
centwas thus below the long-term target.

A competitive return on equity is required to ensure
that DNB is attractive in the market. In addition, the
operations of the Group are conditional on adequate
capitalisation. Inlinewith theauthorities' requirements,
DNB raised its common equity Tier 1 capital ratio target
to15.7 per centfrom year-end 2016. The target comprises
arequirementof approximately14.7 percentand arecom-
mended buffer of around 1 percentage point. From year-
end 2017, the common equity Tier1capital ratio shall be
approximately 16.0 per cent, including the announced
increasein the counter-cyclical capital buffer. DNB had
a common equity Tier 1 capital ratio of 16.0 per cent at
end-December2016and had thusreacheditstargetone
year ahead of plan and is well positioned for possible
new requirements.

Cost-efficient operations are a prerequisite for fulfil-
ling the Group's return on equity target, and the Group
aspires to have a cost/income ratio below 40 per cent.
The cost/income ratio was 40.9 per cent in 2016.

The Group'slong-termdividend policyis to have a divi-
dend payout ratio of more than 50 per cent of profits.
Cashdividends may be combined with a share buy-back
programme. A payout ratio of 49.8 per cent has been
proposed for 2016, and a capital adequacy ratio in line
withthelong-termtargetincreases the probability that
the Group will have a dividend capacity in excess of 50
percentin the period ahead.

REVIEW OF THE ANNUAL ACCOUNTS

In accordance with the provisions of the Norwegian
Accounting Act, the Board of Directors confirms that
the accounts have been prepared on a going concern
basis and that the going concern assumption applies.
Pursuant to Section 3-9 of the Norwegian Account-



Directors' report and annual accounts
Directors' report

ing Act, DNB prepares consolidated annual accountsin
accordancewith IFRS, International Financial Reporting
Standards, approved by the EU. The statutoryaccounts
of DNB ASA have been prepared in accordance with
Norwegian IFRS regulations.

Net interest income

Amounts in NOK million 2016 Change 2015

Net interest income 34110 (1248) 35358
Exchange rate movements 480
Other net interest income (42)
Lending and deposit spreads, custo-

mer segments (100)
Equity and non-interest bearing

instruments (149)
Long-term funding costs (329)
Lending and deposit volumes, (464)
customer segments

Amortisation effects and fees (644)

Net interest income was down NOK 1248 million from
2015. Thereductionwas mainly attributabletoadeclinein
amortisationandfeeincome of NOK 644 million compared
with2015,andanincreaseinlong-termfunding costs. Due
tochangesincustomerbehaviour,amortisation periods
areincreasing, and customers are no longer so inclined
torefinance theirloans. The reductioninvolumesfrom
2015, was offset by exchangerate effects. Average lending

spreads narrowed by 0.14 percentage points from 2015,
while deposit spreads widened by 0.20 percentage points.

There was an average increase of NOK 0.2 billion in the
performing loan portfolio, while average deposits rose
by NOK 9.2 billion compared with 2015.

Net other operating income

Amounts in NOK million 2016 Change 2015

Net other operating income 18053 (595) 18648
Sale of holdings in Visa 1128
Net gains on other financial

instruments 1057
Use of the risk equalisation fund

in 2015 980
Net gains on the sale of loans 258
Other operating income 236
Realised gains and rents from

investment properties in

Kebenhavn Ejendomme in 2015 (444)
Net commissions and fees (583)
Basis swaps (3227)

Netotheroperatingincomedecreased by NOK595 million
from2015. Therewasastrongincreaseinnetgainsonother
financial instruments due to a higher level of activity in

the equity, foreign exchange and interest rate markets.
Profits from the sale of Visa Norway's holding in Visa
Europegavea NOK1128 millionriseinincomein2016. Basis
swaps gave a reduction in profits of NOK 3 227 million.
Other operating income in 2015 was negatively affected
by the transfer from the risk equalisation fund to the
policyholders' premium reserve in DNB Livsforsikring.

Operating expenses
2016
(20693)

Amounts in NOK million Change 2015

374 (21 068)

Total adjusted operating expenses

Expenses related to operations
Other costs 268

Salaries and other personnel
expenses (excl. pension and

restructuring costs) 196

IT expenses 117

Pension expenses (65)
Provisions for financial activities tax (142)
Non-recurring effects (639) (1797) 1157
IT restructuring 234 (234)
Other restructuring costs (857) (377)  (480)
Other non-recurring effects 218 (1654) 1871
Operating expenses (21 333) (1423) (19910)
Of which:

Exchange rate effects for units

outside Norway (104)
Currency-adjusted operating

expenses (20 590) 478 (21 068)

Total operating expenses were up 7.1 per cent from 2015.
Adjusted for non-recurring effects, there was a 1.8 per
cent reduction in expenses. Significant non-recurring
effects had a negative impact and resulted in arise in
expenses of NOK1797 million. The mainfactorwas lower
personnel expenses in 2015 due to the transition from
a defined-benefit to a defined-contribution pension
scheme. Exchange rate effects gave an increase of
NOK 104 million. Provisions for financial activities tax
represented NOK 142 million.

IMPAIRMENT OF LOANS AND GUARANTEES
Impairment losses on loans and guarantees totalled
NOK7424 millionin 2016, up NOK 5154 million from 2015.
Impairment losses for 2016 were mainly related to
shipping, offshoreandenergyinthelarge corporateand
international customers segment. Individualimpairment
losses stemmed primarily from a small number of large
customers. Thesale of non-performing portfolios led to
recoveriesandreassessed impairmenttotalling NOK 668
million in 2016, compared with NOK1067 million in 2015.
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The rise in collective impairment is mainly related to
negative migrationintherisk classification of loansand
less favourable economic conditions in the above-men-
tioned industries. The other credit portfolios are still of
high quality, and thedifficultsituationinthe oil-related
industries had no material impact on these portfolios.

Netnon-performingand doubtfulloansand guarantees
amounted to NOK25.7 billionatend-December2016, up
from NOK14.0 billion atyear-end 2015. Net non-perform-
ing and doubtful loans and guarantees represented
1.49 per cent of the loan portfolio, an increase of 0.73
percentage pointsfromend-December2015. Theincrease
in non-performing and doubtful loans and guarantees
was linked to shipping, offshoreand energy in thelarge
corporate and international customers segment.

TAXES

The DNB Group's tax expense for 2016 was NOK 4 140
million, representing 18 per cent of pre-tax operating
profits. Thetaxratewasdown4 percentage pointsfrom
2015 and was lower than the anticipated rate of 22 per
cent, mainly due to equity sales under the tax exemp-
tion method, reduced tax expenses in entities outside
Norway and Norwegian taxation rules for the alloca-
tion of interest expenses between Norway and the US.

FUNDING, LIQUIDITY AND BALANCE SHEET

Throughout the year, the short-term funding markets
were characterised by uncertainty related to the effects
of new regulatory reforms for US money market funds.
The limited availability of longer maturities in combina-
tion with increased demand led to wider spreads. DNB
had ample access to short-term funding throughout
theyear.

Thelong-termfunding markets were characterised by
regulatory and political uncertainty in 2016. Concerns
related to the Chinese economy and a weaker growth
outlook for European banks led to higher spreads and
lower activity at the beginning of the year. Spreads
were markedly reduced after the European Central
Bank meeting in March, where, among other things,
the asset purchase programme was further expanded.
The level of activity declined towards the summer as
the EU referendum in the UK was approaching. After
the vote markets normalised and spreads decreased.
The activity level was once again down ahead of the US
presidential election, butincreased markedly afterwards.
Concerns related to a potential reduction in the ECB's
asset purchase programme resulted in wider spreads
towards the end of the year.

DNB had good access to long-term funding in 2016
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and spreads on covered bonds and ordinary senior debt
decreased markedly throughout the year.

Thenominalvalue of long-term debt securitiesissued
by the Group was NOK 580 billionatend-December2016,
compared with NOK606 billionayearearlier. Theaverage
remaining term to maturity for these debt securities
was 3.9 years at end-December 2016, compared with
3.8 yearsatyear-end 2015.

The short-term liquidity requirement, Liquidity
Coverage Ratio, LCR, remained stable at above 100 per
cent throughout the year. At end-December 2016, the
total LCR was 138 per cent.

Totalcombined assetsinthe DNB Group were NOK2 931
billion, up from NOK 2 901 billion at end-December 2015.
Total assetsinthe Group's balance sheet were NOK2 653
billionasat31December2016and NOK2599 billionayear
earlier. Of this, totalassetsin DNB Livsforsikringamounted
to NOK 299 billion and NOK 288 billion, respectively.

Inthe DNB Bank Group, loans to customers decreased
by NOK40 billion or2.6 percentfrom end-December2015.
Customer deposits were down NOK 12 billion or 1.2 per
centduring the same period. For the banking group the
ratio of customerdeposits tonetloansto customerswas
up from 62.5 per cent at end-December 2015 to 63.4 per
centavyearlater. The Group's ambitionis to have aratio
of customerdeposits tonetloans, for the banking group,
of minimum 6O per cent.

CORPORATE GOVERNANCE

The management of DNB is based, inter alia, on the
Norwegian Accounting Act and the Norwegian Code of
Practicefor Corporate Governance. Read moreaboutthe
Group's corporate governance principlesand practiceon
page 88 in the Governance chapter.

RISK AND CAPITAL ADEQUACY

ORGANISATION AND MONITORING
The Board of Directors continually monitors the Group's
capital situation.

DNB's group policy for risk management serves as a
guideforthe Group'soverall risk managementand descri-
bestheambitionsfor, attitudes toand work onrisk. Read
more about risk aspects and the capitalisation of the
Group from page 94 under Corporate governanceandin
the Group's Pillar 3report at dnb.no/investor-relations.

RISK DEVELOPMENTS IN 2016

The DNB Group quantifies risk by measuring economic
capital. Economic capital declined by NOK 2.7 billion
from year-end 2015, to NOK73.0 billion at year-end 2016.


www.dnb.no/investor-relations
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Economic capital for the DNB Group
Amounts in NOK billion 31 Dec.2016 31 Dec.2015

Credit risk 54.4 55.5
Market risk 7.0 7.1
Market risk in life insurance 5.3 8.3
Insurance risk 1.7 2.0
Operational risk 11.5 11.2
Business risk 7.3 7.1
Gross economic capital 87.2 91.2
Diversification effect” (14.2) (15.5)
Net economic capital 73.0 75.7
Diversification effect in per cent of

gross economic capital” 16.3 17.0

1) The diversification effect refers to the risk-mitigating effect
achieved by the Group by having operations which are affected
by different types of risk where unexpected losses are unlikely to
occur at the same time.

Economic capitalforcreditdeclined by NOK1.1billionthrough
2016, reflecting a reduction in credit volumes in the large
corporate portfolio of approximately NOK90 billionin terms
of exposure at default, EAD. There was continued sound
and stable credit quality in most portfolios, though some
sectors faced significant challenges in 2016. The reduction
inoiland gasinvestmentshad themost pronounced effect
onoil service and offshore companies, and there were sev-
eral extensive restructuringsin these sectorsin2016. DNB
devotes considerableresourcesand professional expertise
to these processes and expects this to continue into 2017.

Thesituationfortraditional shippingcompanies has been
demanding, butfarlessdramatic than foroil-related indus-
tries. Rates in the dry bulk market improved in 2016, but
fromahistorically low level. Ratesin the tanker segment
werestronginthefirsthalf, butdeclinedin thesecond half
oftheyear, whileratesinthe containersegmentwere weak
throughout the year. It might also become necessary to
restructure companies in these segments.

Economic capital formarketriskin DNB Livsforsikring
declined by NOK 3.0 billion during the year, reflecting a
lowerequity exposure, larger buffersand higherinterest
rates. The company strengthened its solvency capital
by NOK 6.2 billion in 2016. DNB Livsforsikring's solvency
margin was 152 per cent at year-end 2016. DNB's market
riskexposurein operations otherthanlifeinsurance was
virtually unchanged during 2016.

Theoperationalrisk situationin2016 was satisfactory,
andtherewasalow level of losses. Efforts to strengthen
information security in the Group have been intensified
tomeettheincreasing threatsrelating tothe protection
of confidentialinformationand cyberattacks. Ingeneral,
the operational stability of DNB's IT systems became
more stable during 2016, which was mainly attributable
tothe upgrading of the IT infrastructure in connection
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with the move of the Group's data processing centres to
asinglelocationin2015. In August, a successful full-scale
testof disasterrecovery solutionsfor DNB's mainframe
computer was conducted. The test confirmed that the
Group's solution is robust and reliable.

Calculated according to transitional rules, risk-weigh-
tedassetswerereduced by NOK78 billionfromyear-end
2015, to NOK1051Dbillion. The common equity Tier1capi-
tal ratio was 16.0 per cent, while the capital adequacy
ratiowas19.5 per cent.

SEGMENTS

Financial governancein DNB is adapted to the different
customer segments. The follow-up of total customer
relationships and segment profitability are important
dimensions when making strategic prioritiesand decid-
ing where to allocate the Group's resources. Reported
figures reflect the Group's total sales of products and
services to the relevant segments.

PERSONAL CUSTOMERS

This segment includes the Group's more than 2 million
personal customersin Norway. The personal customer
segmentrecordedastronglevel ofincomein2016,and the
returnon allocated capital stood at18.4 per cent. Some
reductioninincome, partly due to pressure on spreads,
affected profits. Thedeclineinincome was partly offset
by reduced costs. Reversals on impairment losses on
loansrelated to thesale of portfolios of non-performing
loans affected accounting figures in both 2015 and 2016.

Change
Income statement in NOK mill. 2016 2015 NOK mill. %
Total income 18189 18593 (404) (2.2)
Operating expenses (8698) (8877) 179 2.0
Pre-tax operating profit
before impairment 9491 9716 (225) (2.3)
Net gains on fixed and
intangible assets (0) 0 (0)
Impairment of loans and
guarantees 392 939 (547)
Pre-tax operating profit 9883 10655 772) (7.2)
Profit for the year 7411 7780 (369) (4.7)
Average balance sheet items in NOK billion
Net loans to customers 701.7 690.5 11.2 1.6
Deposits from customers 400.5  381.6 18.8 4.9
Key figures in per cent
Return on allocated capital” 18.4 23.0

1) Calculated on the basis of allocated capital, which corresponds
to the external capital adequacy requirement which must be
met by the DNB Group.
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Net loans to customers showed a satisfactory trend,
rising by 4.0 per cent on average from 2015 to 2016 after
adjustingfor the sale of fixed-rate loans from DNB Bolig-
kredittto DNB Livsforsikring representing NOK 20 billion
in2015and NOK 5 billion in 2016. The customers are still
served by thebank, thoughtheloansareincludedin DNB
Livsforsikring's portfolio as an investment that yields a
healthy return for the company.

In spite of growth in volumes, net interest income
was down 3.1 per cent from 2015 to 2016. Lower interest
rate levels and strong competition caused pressure
on lending spreads, while deposit spreads widened.
Volume-weighted interest rate spreads contracted by
0.10 percentage points from the previous year.

There was a stable trend in other operating income
from 2015. Increased digitalisation, discount schemes
linked to card use and reduced interchange fees from
September 2016 had a negative impact on income from
paymenttransfers. Thedeclineinincomefrom payment
serviceswascounteracted by higherincomefrom,among
otherthings, insurance, savings products, equities and
foreign exchange products, whiletherewasastablelevel
of income from real estate broking in spite of a certain
reduction in the number of residential properties sold.

Expenseswerereduced by2.0 percentfrom2015despite
an increase in provisions for severance packages and
vacated premises in consequence of the restructuring
of the branch network. Implemented restructuring
measures have reduced the underlying cost basein the
personal customer segment, and thus made the Group
better prepared to meet the future banking reality.

Net impairment losses on loans reflected the sale of
portfolios of non-performing loans, which resulted in
netreversalsonloansinboth2015and 2016, representing
NOK 990 million and NOK 654 million, respectively, for
thetwoyears. Adjusted forthereversals, netimpairment
lossesincreasedfrom 0.01percent of averageloansin2015
t0 0.04 per centin2016. There was low risk in the home
mortgage portfolio, and there was also a stable level
of impairment on consumer loans throughout the year.

Themarketshareof credittohouseholdsstoodat25.1per
centatend-November2016, down from 25.4 per cent at
end-December2015. The market share of total household
savings was 31.8 per cent. DNB Eiendom had a stable
market share of approximately19 percentduring theyear.

DNBaspirestoachieve continued profitable growthin
the personal customer segment and is well under way
withadapting products, service conceptsand costlevels
tothebankingmarket of thefuture. Asaresult of a higher
self-service ratio, the number of branch offices serving
personal customers was reduced from 116 to 57 during
the first half of 2016. Parallel to this, the innovation of
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new, digital services, such as Vipps, is being strength-
ened. During 2016, Vipps was downloaded by 50 per cent
of Norway's adult population. Impairmentlossesonloans
are expected to remain stable at a low level.

SMALL AND MEDIUM-SIZED ENTERPRISES

This segment includes sales of products and advisory
servicestothe Group'ssmalland medium-sized corporate
customers in Norway. Strong growth in both net inter-
estandoperatingincome helpedraise pre-tax operating
profits by 4.9 per cent from 2015.

Change
Income statement in NOK mill. 2016 2015 NOK mill. %
Total income 8327 7 860 468 5.9
Operating expenses (3356) (3078) (278) (9.0)
Pre-tax operating profit
before impairment 4971 4782 189 4.0
Net gains on fixed and
intangible assets 2 2) 3
Impairment of loans and
guarantees (1082) (1068) 14) (1.3)
Profit from repossessed
operations 6 3 3
Pre-tax operating profit 3896 3715 182 4.9
Profit for the year 2922 2712 211 7.8
Average balance sheet items in NOK billion
Net loans to customers 226.0 216.0 10.0 4.6
Deposits from customers 177.3 171.4 5.9 3.4
Key figures in per cent
Return on allocated capital” 11.9 12.7

1) Calculated on the basis of allocated capital, which corresponds
to the external capital adequacy requirement which must be
met by the DNB Group.

Average netloansto customersrose by 4.6 percentfrom
2015, whiledepositswere up 3.4 percentduring the same
period. Higher volumes and wider lending and deposit
spreads contributed to a 3.7 per centrisein netinterest
income compared with 2015.

Net other operating income showed a satisfactory
trend from 2015, increasing by 13.9 per cent. Demand for
both currency and interest rate hedging products gave
a boost to income. There was also a positive trend for
payment services.

Operating expenses were up 9.0 per cent from 2015,
reflecting higherIT developmentand restructuring costs.
Inaddition, strongactivity levelsandincreased product
sales resulted in higher costs from product suppliers.

Netimpairmentof loanswasonalevel with the previ-
ousyear. Impairmentlossesrepresented 0.48 per cent of
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average netloansin2016 and stemmed primarily froma
few exposures spread overvarious segments. Thusfar, no
general deterioration has been observedin the quality of
theloan portfolio, whichis considered to be satisfactory.
Close follow-up of customers and preventive measures
arevital toretaining the level of quality. Developments
in oil-related sectors and the regions which are most
seriously affected, are being closely monitored.

DNB expects lending growth in this segment on a
level with the expected domestic credit growth in the
corporate customer segment. Thesegmentis expected
to show continued strong profitability.

LARGE CORPORATES AND INTERNATIONAL
CUSTOMERS

This segment includes the Group's largest Norwegian
corporate customers and international customers,
includingall customer segmentsin the Balticsand Poland.
Lower volumes and higher impairment losses on loans
gave areduction in pre-tax profits compared with 2015.

Change
Income statement in NOK mill. 2016 2015 NOK mill. %
Total income 20444 21280 (836) (3.9)
Operating expenses (7856) (8053) 197 2.4
Pre-tax operating profit
before impairment 12588 13227 (639) (4.8)
Net gains on fixed and
intangible assets 24 53 (30)
Impairment of loans and
guarantees (6734) (2108) (4626)
Profit from repossessed
operations 8 (67) 75
Pre-tax operating profit 5886 11105  (5220)
Profit for the year 4300 7885 (3585)
Average balance sheet items in NOK billion
Net loans to customers 550.4  568.1 17.7) (3.1)
Deposits from customers 375.8 393.0 17.2) (4.4)
Key figures in per cent
Return on allocated capital” 5.0 11.1

1) Calculated on the basis of allocated capital, which corresponds
to the external capital adequacy requirement which must be
met by the DNB Group.

Volumes were affected by measures torebalance opera-
tions, which included restructuring the portfolios and
reducing exposures within shippingand oiland offshore-
related segments.

Averageloansto customersweredown3.1percentfrom
2015, whiletherewasareduction of 8.6 per cent fromyear-
end2015toyear-end2016. Inaddition torestructuringin
certainsegments, DNB sold someloansandenteredinto

guarantee contractsrelatingto otherexposuresto help
strengthenthe Group's capitaladequacy ratios. Among
other things, a portfolio of commercial property loans
totalling NOK 6.2 billion was sold to DNB Livsforsikring
towards the end of 2016. In the period ahead, portfolio
managementwillalso helpimprove profitability as capi-
talcan bereallocated to the segmentswith the highest
returns. Average customer deposits declined by 4.4 per
cent from 2015, while deposit volumes were virtually
unchanged from year-end 2015 to year-end 2016.

Duetothereductioninvolumes, therewasadeclinein
net interest income, in spite of wider spreads. Volume-
weighted spreads widened by 0.05 percentage points
from 2015, to 1.29 per cent in 2016. Lower activity levels
and a decline in fee income were other factors behind
thereductionin netinterestincome.

There was a slight increase in net other operating
income compared with2015. In consequence of continued
highvolatility through 2016, there was strongdemand for
currency, interestrateand commodity hedging products,
which generated increasingincome. Ontheotherhand,
therewasacertainreductioninincomefromarranging
debt capital issues and within syndication. In addition,
gains from a profit-sharing agreement had a positive
impact, while costs related to measures to reduce risk-
weighted assets had a negative effect onincome towards
the end of the year.

Operating expenseswere down 2.4 per centfrom 2015.
The number of full-time positions was reduced by 74 from
end-December2015. Adjusted forthe number of employ-
eesworkingonatime-limited development project, there
was an actual reduction of approximately 150 full-time
positionsduring 2016. Thereductions took placein both
Norwegian and international operations.

There was an increase in net impairment losses on
loans compared with 2015, partly due to the exposure
to oil-related industries and the offshore and shipping
markets. Net impairment represented 1.22 per cent of
average loans in 2016, up 0.85 percentage points from
the previous year. There was a 0.50 percentage point
rise in individual impairment losses, to 0.83 per centin
2016. Higher collective impairment losses accounted
fortherest of theincrease, reflecting weaker economic
conditions. Net non-performing and doubtful loansand
guaranteesamounted to NOK20.2 billionatend-Decem-
ber 2016, compared with NOK 9.5 billion a year earlier.

DNB is operating in highly competitive markets and
one of the challenges facing the Group is different capi-
tal requirements for banks. In consequence of strict
capital requirements in Norway combined with higher
impairment losses, 2016 was a challenging year for the
large corporate segment in DNB. The main aim for the
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Large Corporates and International business area is to
strengthen profitability and contribute to fulfilling DNB's
long-term ambitions. A reduction in and rebalancing
of large corporate exposures through 2017, focusing on
higher turnover in the portfolio, will ensure lower final
hold on DNB'sbooksandincreaseancillaryincome. Inter-
estratespreadsare expectedtoincreasesomewhat, and
new transactions are expected to contribute positively
inalonger-term perspective. DNB will continue tofocus
onutilisingin-depthindustry expertise, offeringa wide
product range and up-to-date technological solutions
to prioritised customers. Through close relations with
leading companies, DNB is well-positioned to cover a
wide range of customers' financial needs and increase
the contribution from non-lending products, such as
investment banking, trade finance, leasing, factoring
and defined-contribution pensions.

TRADING

Thissegment comprises market makingand proprietary
trading in foreign exchange, fixed-income, equity and
commodity products, including the hedging of market
riskinherentin customertransactions. Customeractiv-
ities are supported by trading activities.

Change

Income statement in NOK mill. 2016 2015 NOK mill. %
Total income 3004 1592 1412 88.7
Operating expenses (548) (505) (43) (8.5)
Pre-tax operating profit 2455 1087 1369 1259
Profit for the year 1841 804 1037 129.0
Key figures in per cent

Return on allocated capital” 25.4 11.2

1) Calculated on the basis of allocated capital, which corresponds
to the external capital adequacy requirement which must be
met by the DNB Group.

Various measures implemented by central banks and
unexpectedinternational political events contributed to
marketvolatilityin2016. Sound risk managementensured
ahighlevel ofincomefrom market makingand proprietary
trading. Totalincomewas up close to 90 per cent compared
with 2015. Steeper yield curves towards the end of the
year helpedraiseincomefrom fixed-incomeinstruments
in Norwegian kroner, while income from international
fixed-income instruments and money market activities
remained high. Income from bonds increased, partly in
consequence of narrower credit spreads, while the fact
that Norway has its own currency resulted in strong
income levels from currency trading.
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TRADITIONAL PENSION PRODUCTS

This segment comprises the portfolio of traditional
defined-benefit pension productsin DNB Livsforsikring.
DNB no longer offers such products to new customers.

Change
Income statement in NOK mill. 2016 2015 NOK mill. %
Upfront pricing of risk and
guaranteed rate of return 288 535 (247)
Owner's share of
administration result 241 203 37 184
Owner's share of risk result 177 257 (80) (31.2)
Owner's share of interest
result (366) (1350) 984
Return on corporate
portfolio 439 500 (61) (12.1)
Pre-tax operating profit 779 145 634
Profit for the year 783 912 (129) (14.1)
Key figures in per cent
Cost/income ratio 35.9 76.7
Return on allocated capital” 4.0 51

1) Calculated on the basis of allocated capital, which corresponds
to the external capital adequacy requirement which must be
met by the DNB Group.

There was a healthy level of profits in 2016, in spite of a
reduction in income from upfront pricing. The decline
inincomereflected the conversion from defined-benefit
to defined-contribution pension schemes. In 2015, the
owner's share of the interest result was reduced by
NOK 980 million due to a transfer from the risk equalisa-
tion fund to the policyholders' premium reserve.

The prolonged low interest rate level could make it
challenging for life insurance companies to achieve a
satisfactory level of earnings over the coming years.
DNB Livsforsikring has adapted to the low interest rate
level by holding a large portfolio of long-term bonds at
amortised cost, fixed-rate home mortgagesand property
investments. The structure of the portfolios will help
ensure that returns will cover the guaranteed rate of
return over the next few years.

Each quarter, DNB Livsforsikring carries out a test to
assess whether the company has adequate premium
reserves. In the test, insurance provisions calculated
on the basis of market rates and insurance liabilities
calculated on the basis of the contracts' base rate
(guaranteed rate of return) are compared. The test
showed positive margins at end-December 2016.

In consequence of higher life expectancy, it will be
necessary tostrengthenthe premiumreserve forgroup
pension insurance. At end-December 2016, reserves for
higher life expectancy totalled NOK10.8 billion, while
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the total required increase in reserves is estimated at
NOKT1.4 billion. Thereserves wereincreased by NOK1.4
billionin2016. Theremaining required increaseinreserves
of NOK 0.6 billion will be financed during the period up to
andincluding2020. The entireamount refers to paid-up
policies, while the required increase relating to defined-
benefit pensions was fully financed during 2016. The
remainder may be financed by the policyholders'interest
result, provided thatthereturnisadequate to coverboth
the rate of return guaranteed in the contracts and the
required increase in reserves for higher life expectancy.
This gives the company a sound basis for providing DNB
with profitsalsointheremainingyearsinwhichreserves
have to be strengthened.

The Solvency Il directive stipulates solvency capital
requirements. DNB Livsforsikring has been given permis-
siontousethetransitional rulesforinsurance provisions,
which ensures a controlled and predictable implemen-
tation of Solvency Il. The solvency margin, calculated
accordingtothetransitional rules, was 211 percentasat
31 December 2016. Without the transitional rules, DNB
Livsforsikring had a solvency margin of 152 per cent. At
year-end 2015, the solvency margins were 192 per cent
and 113 per cent, respectively. The significant strength-
ening of the company's solvency position without the
transitional rulesreflected arisein marketrates, higher
buffer capital and reserves for higher life expectancy.

CORPORATE SOCIAL RESPONSIBILITY

AsNorway'slargest bank, DNBwantsto promote sustain-
ablevaluecreation byintegrating ethical, environmental
and social aspects into its business operations. DNB's
policy and appurtenant guidelines for corporate social
responsibility set the standardsforall of the Group's work
onboththeobservanceandthefurtherdevelopment of
sustainable business operations. Read more about how
DNB meets its corporate social responsibility commit-
mentsand the challengesthe Group considersto be most
important to meet to ensure long-term value creation
and responsible operations in the chapter Responsible
operations on page 55and at dnb.no/en/about-us.

EMPLOYEES

Adapting tothe new bankingreality, with rapid changes
in customer behaviour, digitalisation and stricter
capital adequacy requirements, characterised organi-
sational and leadership development in 2016. System-
aticeffortswere madetoensure thatthe Group hasthe
right competenciesand to promote change capacity and
employee engagement. Read moreabout the priorities
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thatare considered to be essential to ensuring theright
competencies, and about the working environment,
equality and discrimination in the chapter Responsible
operations on page 66 and a more detailed description
in note 22 Salaries and other personnel expensesin the
annual accounts.

NEW REGULATORY FRAMEWORK

Theregulationof thefinancial servicesindustryisbasedon
asetofregulatory parameters. Overthelast fewyears, a
numberof new regulations setting stricterrequirements
forthefinancial servicesindustry have beenintroduced or
announced. The Norwegian authorities haveintroduced
morestringent capitaladequacy requirementsand earlier
implementation compared with the EU. Read moreabout
regulationsandtheregulatoryframeworkinthe chapter
New regulatory framework on page 109.

MACROECONOMIC DEVELOPMENTS

Global GDPincreased by approximately 3 per centin 2016,
about the same as the year before. However, growth
was unevenly distributed. Theemerging economies had
considerably stronger growth than the industrialised
countries, with an economic growth rate of approxi-
mately 1.5 percent from2015t02016. Eightyears afterthe
financial crisis, the more economically developed coun-
tries, MEDCs, are still characterised by spare capacity,
low inflation and historically low interestrates. Thisalso
affects the political landscape. President Donald Trump
has signalled a strong fiscal stimulus package. This has
increased expectations with respect to both growth
andinflation, and was an important driver of the hike
inlong-term interest rates towards the end of 2016.

In the United States, the cyclical upturn appears to
continue. Afteraweak startto2016, the economy showed
signs of recovery. Several factors are helping to keep up
growth momentum. Monetary policy remains expan-
sionary while fiscal policy is expected to become more
expansionary. Higher oil prices are making a positive
contribution to the energy sector, counteracting the
weakening of households' purchasing power. In addi-
tion, the tightening effects of the strong US dollar are
starting to abate.

Growth in the Chinese economy appears to be more
stablethanexpected. Thisis partly duetotheauthorities'
expansionary policy and partly to the higher commodity
prices, which have helped improve earnings in many
industries. However, higher debt levels and unprofit-
able investments are increasing the risk of a crisis at
sometimeinthefuture. Intheshortterm, the greatest
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risk factors include capital flight, which will probably
beintensified by higher US dollarinterest rates and the
authorities'restrictive housing policy, which may result
in an unwanted reduction in housebuilding activity,
higherloandefault ratesandlowerconsumption growth.

The result of the EU referendum in the United King-
dom has so far had fewer negative consequences than
expected. The financial turmoil was short-lived and
domestic demand remained buoyant well into the
autumn of 2016. The British pound has weakened more
than expected, which is positive for the British export
economy. Thedownsideis that the weaker currency also
resultsinhigherinflation, which will weaken households'
real disposable income.

GDP for Mainland Norway rose by approximately 0.7
per cent from 2015 to 2016, slightly lower than the previ-
ousyear.Thefallinoilinvestments was the mostimpor-
tant factor behind the weak growth levels and had the
most pronounced effect on petroleum-related indus-
tries. Employmentlevelsinthe mainland economy were
virtuallyunchanged from theyearbefore, stimulated by
increased public demand, more construction workers
and growth in some tourism-based industries. In other
industries, however, there were few signs of employ-
ment growth in 2016. The weakening of the Norwegian
kronein precedingyears has strengthened Norwegian
tourist companies, parts of the transportation sector
andthehotelandrestaurantindustry. The depreciation
of the krone also made a significantimpact oninflation
andreduced households'purchasing power. Real wages
probably declined by more than1per cent, the weakest
trend since1981. According to AKU (a Norwegian labour
force survey), the unemployment rate rose to 4.8 per
cent, whilethenumberof unemployed peopleregistered
withthe Norwegian Labourand Welfare Administration
(NAV) decreased slightly during the year. Zero growthin
employment, however, supportstheview thatthelabour
market weakened slightlyin2016. In the housing market,
prices rose significantly in the second half of the year.
For theyearasawhole, price inflation was 8.3 per cent.
In Oslo, increases in housing prices were particularly
strong, which was a major reason why the Norwegian
government tightened the rules for home mortgages.

FUTURE PROSPECTS

Economicforecastsfor2017indicate continued moderate
growthintheglobaleconomy. Growthisexpected to pick
up in the United States, be marginally reduced in China
and have a somewhat steeper decline in the eurozone
and the United Kingdom. In Norway, activity levels in
the mainland economy are expected to increase some-
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what, but hardly enough to causeany majorreductionin
unemployment levels. Internationally, thereis significant
risk related to factors such as global political changes,
increasing financialimbalancesin China, economicand
political developments in the United States and the
situation for some European banks.

DNB presented its updated financial ambitions for
2017-2019 at the Capital Markets Day in November. The
principal targetisstill toachieveareturnonequityabove
12 per cent towards 2019. Several factors will contribute
toreachingthereturnonequity target, including strong
emphasison profitability through strict cost controland
more efficient use of capital.

The Group has a target for its common equity Tier 1
capital ratio of 16.0 per cent from year-end 2017, includ-
ingtheannounced changeinthe counter-cyclical buffer.
DNB achieved a common equity Tier 1 ratio of 16.0 per
centatend-December2016, and thusreached the target
onevyearahead of plan. The Group is well positioned for
possible new requirements.

The Group aspirestohaveacost/incomeratio below 40
percenttowards2018andadividend payoutratio of more
than 50 per cent from 2017. Ashare buy-back programme
in addition to a cash dividend will be considered.

Volume-weighted spreads are anticipated to widen
somewhat in 2017, while lending volumes are expected
to be stable in 2017 and 2018. During this period, total
loans are expected to increase for personal customers
and smalland medium-sized enterprises, while the Group
will actively reduceits portfolio of loans to large corpo-
ratesand international customers. In2019, total lending
volume is expected to rise by 2 to 3 per cent. Adjusted
forexchangerate movements, risk-weighted assetsare
expectedtobestable. DNBaimstoincrease commission
and fee income by approximately 3 per cent per year.
Total impairment losses for the period 2016 to 2018 are
estimated to be up to NOK 18 billion, with the highest
impairment losses during the first part of the period.

Long-term funding costs are expected to decrease
somewhat from 2016 to 2017.

Thetaxrateis expectedtobe?23 percentinthe period
from 2017 to 2019.

DIVIDENDS AND ALLOCATION OF PROFITS

DNB's Board of Directors has approved a dividend policy
which aims to provide an attractive and competitive
return for shareholders through a combination of
increasesin theshare priceand dividend payments. DNB
iswell capitalised and fulfills the statutory requirements
inaddition to havingan adequate buffer. The significant
build-up of capital through 2016 provides for a normali-
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sation of dividends to a level above 50 per cent in the
form of a cash dividend combined with a share buy-back
programme as from 2017.

When considering the dividend proposal for 2016, the
Board of Directors has taken into account the capital
adequacy requirements and the Group's ambition to
returntoanormalised dividend payoutratio. The Board of
Directorshasthus proposedadividend for2016 of NOK5.70
per share. The proposed dividend gives a dividend yield
of 4.4 per cent based on a share price of NOK128.40 as at
31 December 2016 and implies that DNB ASA will distri-
buteatotal of NOK9284 millionindividendsfor2016. The
payoutratiorepresents49.8 percent of profits. Adividend
of NOK 4.50 per share was paid for 2015.

Inconnectionwith the satisfactoryattainmentof the
Group's financial targets, the Board of Directors has
decided to make allocations of NOK 247 million to the
Group's employees.

ALLOCATIONS

Profits for 2016 in DNB ASA came to NOK 10 472 million,
compared with NOK 5916 million in 2015. The profits for
2016 attributed mainly to the transfer of group contri-
butions and dividends from subsidiaries.

Amounts in NOK million 2016 2015
Profit for the year 10472 5916
Proposed dividend per share (NOK) 5.70 4.50
Share dividend 9284 7330
Transfers to other equity 1188 (1414)
Total allocations 10472 5916

The Board of Directors proposesallocatinga group contri-
bution of NOK 4200 million after tax to DNB Bank ASA.
At the same time, DNB ASA will receive dividends of
NOK 9183 million and a group contribution of NOK 101
million aftertaxfrom DNB Bank ASA, totalling NOK 9284
million. Inaddition, the Board of Directors proposesallo-
cating a group contribution of NOK 1090 million after
taxto DNB Livsforsikring AS. At thesametime, DNB ASA
will receive a group contribution of NOK 1090 million
after tax from DNB Livsforsikring AS.

In view of the DNB Group's capital adequacy ratio of
19.5percentand common equity Tier1capital ratio of16.0
percentatyear-end 2016, the Board of Directorsis of the
opinion that, following the proposed allocations, DNB
ASAwill have adequate financial strength and flexibility
to provide sufficient support to operations in subsidi-
ariesand meet the Group's expansion requirementsand
changes in external parameters.

Oslo, 8 March 2017
The Board of Directors of DNB ASA

Anne Carine Tanum
(chairman)

Jarle Bergo

Jaan Ivar Semlitsch

Carl A. Lavvik

Tore Olaf Rimmereid
(vice-chairman)

Vigdis Mathisen

Berit Svendsen

Rune Bjerke
(group chief executive)
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DNB Group
Amounts in NOK million Note 2016 2015
Total interest income 18 52 424 57 532
Total interest expenses 18 (18 314) (22 174)
Net interest income 18 34110 35 358
Commission and fee income 20 11 452 11 963
Commission and fee expenses 20 (3172) (3 101)
Net gains on financial instruments at fair value 21 6513 8 683
Net financial result, DNB Livsforsikring 1 (72) (1251)
Net risk result, DNB Livsforsikring 736 861
Net insurance result, DNB Forsikring " 1 648 534
Profit from investments accounted for by the equity method 37 1189 (72)
Net gains on investment properties 36 (35) 269
Other income 795 762
Net other operating income 18 053 18 648
Total income 52 163 54 006
Salaries and other personnel expenses 22 (11 904) (9 822)
Other expenses 23 (7 251) (7 790)
Depreciation and impairment of fixed and intangible assets 24 (2177) (2 298)
Total operating expenses (21 333) (19 910)
Pre-tax operating profit before impairment 30830 34 096
Net gains on fixed and intangible assets (19) 45
Impairment of loans and guarantees 9,10 (7 424) (2.270)
Pre-tax operating profit 23 387 31871
Tax expense " 1,26 (4 140) (7 048)
Profit from operations held for sale, after taxes 4 (51)
Profit for the year 19 251 24772
Portion attributable to shareholders 18 656 24 398
Portion attributable to additional Tier 1 capital holders 595 374
Profit for the year 19 251 24772
Earnings/diluted earnings per share (NOK) 50 11.46 14.98
Earnings per share for operations held for sale (NOK) 50 0.00 (0.03)
Earnings per share for continuing operations excluding operations held for sale (NOK) 50 11.46 15.01

1) In consequence of the introduction of the Solvency Il regulations on 1 January 2016, certain minor changes in the regulations on annual accounts for non-

life and life insurance companies were approved, effective as of 1 January 2016. Cf. Note 1 Accounting principles.
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COMPREHENSIVE INCOME STATEMENT

DNB Group
Amounts in NOK million 2016 2015
Profit for the year 19 251 24772
Actuarial gains and losses (183) 673
Property revaluation 47 (204)
Items allocated to customers (life insurance) (47) 204
Items that will not be reclassified to the income statement (183) 673
Currency translation of foreign operations n (6 476) 9612
Currency translation reserve reclassified to the income statement (43)
Hedging of net investment ? 4346 (6 203)
Investments according to the equity method 3 (25) 889
Investments according to the equity method, reclassified to the income statement 3 (855)
Items that may subsequently be reclassified to the income statement (3 052) 4298
Other comprehensive income for the year (net of tax) (3 236) 4972
Comprehensive income for the year 16 015 29 744

1) Currency translation effects related to the Baltics represented a loss of NOK 449 million in 2016.

2) Hedging of net investments in the Baltics came to NOK 275 million in 2016, net of tax.

3) DNB had indirect ownership interests in Visa Europe through its membership in Visa Norge. In connection with the valuation of the holdings in Visa Europe as at
31 March 2016 an accumulated gain of NOK 855 million was recognised in other comprehensive income. Upon the completion of the acquisition of Visa Europe
by Visa Inc in the second quarter of 2016, this amount was reclassified to profit and a total gain of NOK 1 128 million was recognised as "Profit from investments
accounted for by the equity method" in the income statement.
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DNB Group
Amounts in NOK million Note 31 Dec. 2016 31 Dec. 2015
Assets
Cash and deposits with central banks 27, 28, 29 208 263 19 317
Due from credit institutions 6,7, 27, 28, 29, 30 176 442 301 216
Loans to customers 6,7, 27, 28, 29, 30 1509 078 1542 744
Commercial paper and bonds at fair value 27, 29, 33 296 642 289 695
Shareholdings 27,29, 31,33 22 512 19 341
Financial assets, customers bearing the risk 27, 29, 34 60 220 49 679
Financial derivatives 15, 27, 29, 30 157 940 203 029
Commercial paper and bonds, held to maturity 27, 28, 35 94 008 105 224
Investment properties 36 15912 16 734
Investments accounted for by the equity method 37 7768 9525
Intangible assets 38 5814 6076
Deferred tax assets 26 1404 1151
Fixed assets 39 7 949 8 860
Assets held for sale 40 52 541 200
Other assets 42 36 709 25739
Total assets 2653 201 2598 530
Liabilities and equity
Due to credit institutions 27, 28, 29, 30 212 882 161 537
Deposits from customers 27, 28, 29, 30, 43 934 897 944 428
Financial derivatives 15, 27, 29, 30 130 161 154 663
Debt securities issued 27, 28, 29, 44 765 869 804 928
Insurance liabilities, customers bearing the risk 17, 34 60 220 49 679
Liabilities to life insurance policyholders in DNB Livsforsikring 17 208 160 208 726
Insurance liabilities, DNB Forsikring 17 1892 1846
Payable taxes 26 8874 2093
Deferred taxes 26 3816 7672
Other liabilities 27, 46 44 568 37 675
Liabilities held for sale 40 41 243 7
Provisions 2094 1285
Pension commitments 25 2756 2 549
Subordinated loan capital 27, 28, 29, 45 29 347 30 953
Total liabilities 2446 779 2408 105
Share capital 16 286 16 257
Share premium 22 609 22 609
Additional Tier 1 Capital 15 952 8 353
Other equity 151 576 143 207
Total equity 47 206 423 190 425
Total liabilities and equity 2 653 201 2 598 530

Due to changes in principles, some comparative figures have been restated. See note 1 Accounting principles.
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DNB Group
Actuarial Currency Net invest-
Share Share Tier 1 gains and translation ment hedge Other Total
Amounts in NOK million capital " premium capital losses reserve 2 reserve % equity equity "2
Balance sheet as at 31 December 2014 16 273 22 609 (3 247) 8671 (5 645) 120 063 158 723
Changes in accounting principles,
insurance liabilities 337 337
Balance sheet as at 1 January 2015 restated 16 273 22 609 (3 247) 8671 (5 645) 120 399 159 059
Profit for the year 374 24 398 24772
Other comprehensive income (net of tax) 673 9612 (6 203) 889 4972
Comprehensive income for the year 374 673 9612 (6 203) 25 286 29744
Defined-benefit pension scheme discontinued 2 049 (2 049)
Currency translation reserve taken to income 34 4 38
Additional Tier 1 capital issued 8 053 (31) 8 023
Interest payments additional Tier 1 capital (75) (75)
Dividends paid for 2014 (NOK 3.80 per share) (6 189) (6 189)
Net purchase of treasury shares (16) (157) (173)
Balance sheet as at 31 December 2015
restated 16 257 22 609 8 353 (525) 18 317 (11 848) 137 263 190 425
Balance sheet as at 31 December 2015 16 257 22 609 8 353 (525) 18 317 (11 848) 136 916 190 078
Changes in accounting principles,
insurance liabilities 347 347
Balance sheet as at 31 December 2015
restated 16 257 22 609 8 353 (525) 18 317 (11 848) 137 263 190 425
Profit for the year 595 18 656 19 251
Other comprehensive income (net of tax) (183) (6 519) 4 346 (880) (3 236)
Comprehensive income for the year 595 (183) (6 519) 4 346 17 775 16 015
Additional Tier 1 capital issued 7520 (43) 7477
Interest payments additional Tier 1 capital (505) (505)
Currency movements taken to income (11) 11
Defined-benefit pension scheme discontinued 17 17)
AGDL provisions in Luxembourg
reclassified to equity 13 13
Dividends paid for 2015 (NOK 4.50 per share) (7 330) (7 330)
Net purchase of treasury shares 29 297 326
Balance sheet as at 31 December 2016 16 286 22 609 15 952 (692) 11798 (7 502) 147 971 206 423
1)  Of which treasury shares, held by DNB Markets for trading purposes:
Balance sheet as at 31 December 2015 (31) (313) (345)
Net purchase of treasury shares 29 297 326
Reversal of fair value adjustments
through profit and loss 9) 9)
Balance sheet as at 31 December 2016 (2) (26) (28)
2) Of which OCI related to the Baltics:
Balance sheet as at 31 December 2015 1465 (987) 478
Other comprehensive income (449) 275 (174)
Balance sheet as at 31 December 2016 1015 (712) 304

Currency translation reserve and net investment hedge reserve related to the Baltics totaled NOK 304 million as at 31 December 2016, of which NOK 280
million represented accumulated tax on the hedging instruments.

3) In consequence of the introduction of the Solvency Il regulations on 1 January 2016, certain minor changes in the regulations on annual accounts for non-life
and life insurance companies were approved, effective as of 1 January 2016. Among other things, the changes imply that the security reserve is no longer
included in the Group’s technical insurance reserves. Cf. Note 1 Accounting principles.
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CASH FLOW STATEMENT

DNB Group

Amounts in NOK million 2016 2015
Operating activities
Net payments on loans to customers (41 244) (50 866)
Interest received from customers 46 858 51476
Net receipts/payments on deposits from customers 42 821 (37 827)
Interest paid to customers (3 656) (7 391)
Net receipts on loans to credit institutions 166 440 18 246
Interest received from credit institutions 1258 1618
Interest paid to credit institutions (1661) (1.359)
Net receipts/payments on the sale of financial assets for investment or trading 20 955 (2 479)
Interest received on bonds and commercial paper 4488 4719
Net receipts on commissions and fees 8 303 8 871
Payments to operations (20 032) (19 934)
Taxes paid (2918) (2 575)
Receipts on premiums 15 599 19 233
Net payments on premium reserve transfers (1512) (14 415)
Payments of insurance settlements (14 745) (14 820)
Other receipts/payments (5 583) 4411
Net cash flow from operating activities 215 372 (43 092)
Investment activities
Net receipts/payments on the acquisition of fixed assets (1 540) 2979
Net receipts/payments, investment properties (1512) 2833
Receipts on the sale of long-term investments in shares 861 76
Dividends received on long-term investments in shares 66 6
Net cash flow from investment activities (2124) 5894
Funding activities
Receipts on issued bonds and commercial paper (see note 45) 8995 908 3142 451
Payments on redeemed bonds and commercial paper (see note 45) (9 000 786) (3 145 857)
Interest payment on issued bonds and commercial paper (16 016) (15 129)
Receipts on the raising of subordinated loan capital (see note 46) 738 3 805
Redemptions of subordinated loan capital (see note 46) 3) (4 604)
Interest payments on subordinated loan capital (923) (1 029)
Receipts on issued additional Tier 1 capital 7 520 8023
Interest payments on additional Tier 1 capital (516) (75)
Dividend payments (7 330) (6 189)
Net cash flow from funding activities (21 408) (18 604)
Effects of exchange rate changes on cash and cash equivalents (272) 14 670
Net cash flow 191 567 (41 132)
Cash as at 1 January 23 239 64 371
Net receipts/payments of cash 191 567 (41 132)
Cash as at 31 December 214 807 23 239
*) Of which: Cash and deposits with central banks 211 908 19 317

Deposits with credit institutions with no agreed period of notice ) 2 899 3922

1) Recorded under "Due from credit institutions" in the balance sheet.

The cash flow statement shows receipts and payments of cash and cash equivalents during the year. The statement has been prepared in
accordance with the direct method. Cash flows are classified as operating activities, investment activities or funding activities. Balance sheet
items are adjusted for the effects of exchange rate movements. Cash is defined as cash and deposits with central banks, and deposits with
credit institutions with no agreed period of notice.
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1. Corporate information

DNB ASA is a Norwegian public limited company listed on the
Oslo Stock Exchange (Oslo Bgrs). The consolidated financial
statements for 2016 were approved by the Board of Directors on
8 March 2017.

The DNB Group offers banking services, securities and invest-
ment services and insurance and asset management services in
the Norwegian and international retail and corporate markets.

The visiting address to the Group's head office is Dronning
Eufemias gate 30, Bjgrvika, Oslo, Norway.

2. Basis for preparation

DNB has prepared the consolidated financial statements for 2016
in accordance with International Financial Reporting Standards
(IFRSs), as issued by the International Accounting Standards
Board (IASB) and endorsed by the European Union (EU).

The consolidated financial statements are based on the
historic cost principle, with the following exceptions: financial
assets and liabilities measured at fair value, investment properties
and owner-used properties. The consolidated financial statements
are presented in Norwegian kroner. Unless otherwise specified, all
amounts are rounded to the nearest million.

The Group's consolidated balance sheets are primarily based
on an assessment of the liquidity of the assets and liabilities.

3. Changes in accounting principles

In consequence of the introduction of the Solvency Il regulations
on 1 January 2016, certain minor changes in the regulations on
annual accounts for non-life and life insurance companies were
approved, effective as of 1 January 2016. Among other things, the
changes imply that the security reserve is no longer included in the
Group’s technical insurance reserves. The change has affected
the income statement, balance sheet and equity. Comparative
figures for 2015 have been restated accordingly. The tables at the
end of this note, under the heading Implementation effects new
rules, show comparative figures for 2015 with implementation
effect on 1 January 2015.

4. Consolidation

The consolidated financial statements for DNB ASA ("DNB")
include DNB Bank ASA, DNB Livsforsikring AS, DNB Asset
Management Holding AS and DNB Forsikring AS, all including
subsidiaries.

The accounting principles are applied consistently when
consolidating ownership interests in subsidiaries and are based on
the same reporting periods as those used for the parent company.

When preparing the consolidated financial statements, intra-
group transactions and balances, along with gains and losses on
transactions between group units, are eliminated.

Subsidiaries

Subsidiaries are defined as companies in which DNB, directly or
indirectly, has control. Control over an entity is evidenced by the
Group'’s ability to exercise its power in order to affect any variable
returns that the Group is exposed to through its involvement with
the entity. When assessing whether to consolidate an entity the
Group evaluates a range of control factors, including

= the purpose and design of the entity,
= the relevant activities and how these are determined,

= whether the Group’s rights result in the ability to direct the
relevant activities

= whether the Group has exposure or right to variable returns
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= whether the Group has the ability to use its power to affect its
return

Where voting rights are relevant, the Group is deemed to have
control where it holds, directly or indirectly, more than half of the
voting rights in an entity, unless DNB through agreements does
not have corresponding voting rights in relevant decision-making
bodies. With respect to companies where the Group's holding
represent less than half of the rights, DNB makes an assessment
of whether other factors indicate de facto control. Subsidiaries are
fully consolidated from the date on which control is obtained and
until control ceases.

The non-controlling interests that do not meet the definition
of equity are classified as financial liabilities in the balance sheet
(Other liabilities).

Consolidation of structured entities

The Group engages in various business activities with structured
entities which are designed to achieve a specific business pur-
pose. A structured entity is an entity that has been designed so
that voting or similar rights are not the dominant factor in deciding
who controls the entity. An example is when voting rights relate to
administrative tasks only, and the relevant activities are directed by
means of contractual arrangements.

DNB (represented by DNB Livsforsikring) invests in both
investment funds where DNB Asset Management is the fund
manager and investment funds managed by unrelated asset
managers. The principal uses of structured entities are to provide
customers with access to specific portfolios of assets, especially in
the insurance business. Fund managers apply various investment
strategies to accomplish their respective investment objectives.
Most of the investment funds finance their operations by issuing
redeemable shares which are redeemable at the holder’s option
and entitle the holder to a proportional stake in the respective
fund’s net assets. DNB'’s investment strategy entails trading in
funds on a regular basis, with the objective to achieve long-term
capital growth.

Structured entities are consolidated when the substance of the
relationship between the Group and the structured entities indicate
that the structured entities are controlled by the Group due to con-
tractual arrangements.

See Note 31 Shareholdings for information about unconsoli-
dated structured entities.

Associated companies and joint arrangements

Associated companies are companies in which DNB has a signifi-
cant influence, that is the power to participate in the financial and
operating policy decisions of the companies, but is not in control
or joint control of the companies. DNB assumes that significant
influence exists when the Group holds between 20 and 50 per
cent of the voting share capital or primary capital in another entity.
Associated companies are recognised in the consolidated financial
statements according to the equity method.

Joint arrangements are classified as either joint ventures or
joint operations. When accounting for joint ventures, the equity
method is applied. For joint operations, the parties recognise their
rights to assets and liabilities in their balance sheets and recognise
their share of income and costs incurred jointly in their income
statements. DNB’s joint arrangements are determined to be joint
ventures.

Under the equity method of accounting, the investment is
recognised at cost at the time of acquisition and is adjusted
for subsequent changes in the Group's share of equity in the
associated company or joint venture. Any goodwill is included
in the acquisition cost. The Group's share of profits or losses is
recognised in the income statement and added to the cost price of
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the investment along with other changes in equity which have

not been reflected in the income statement. The Group's share

of losses is not reflected in the income statement if the carrying
amount of the investment will be negative, unless the Group has
taken on commitments or issued guarantees for the commitments
of the associated company or joint venture.

At the end of each reporting period the Group assess whether
any indication of impairment exists. If such indication exists, the
investment will be tested for impairment. The carrying value of the
investment will be compared with the recoverable amount (the
higher of fair value less costs to sell and value in use). If neces-
sary, the carrying value will be written down to the recoverable
amount.

The Group's share of unrealised gains on transactions
between the Group and its associated companies or joint ventures
is eliminated. The same applies to unrealised losses unless the
transaction indicates an impairment of the transferred assets.

Conversion of transactions in foreign currency
The presentation currency in the Group’s consolidated financial
statements is Norwegian kroner. The most significant subsidiary in
the Group, DNB Bank ASA, has Norwegian kroner as its functional
currency. Balance sheet items of foreign branches and sub-
sidiaries in other functional currencies are translated into the
presentation currency, Norwegian kroner, according to the
exchange rates prevailing on the balance sheet date, while profit
or loss items are translated according to exchange rates on the
transaction date. Changes in net assets resulting from exchange
rate movements are recognised in other comprehensive income.
Monetary assets and liabilities in foreign currency are trans-
lated into the entities’ functional currency at the exchange rates
prevailing on the balance sheet date. Changes in the carrying
amount of such assets due to exchange rate movements between
the transaction date and the balance sheet date, are recognised in
the income statement.

5. Operations presented as held for sale

The Group classifies operations as held for sale when the carrying
amount will be retrieved through a sale. Operations are classified
as held for sale from the time management has approved a con-
crete plan to sell the operations in their current form and it is highly
probable that the sale will take place shortly.

Subsidiaries which are acquired with a view to their
subsequent sale, including companies taken over as part of loan
restructuring, are immediately classified as assets held for sale if
the Group intends to sell the subsidiary.

Operations held for sale are measured at the lower of their
carrying amount and fair value less costs to sell. Acquired
operations which are immediately classified as held for sale are
recorded at fair value less costs to sell upon initial recognition.

Profits after taxes for such operations, which meet the criteria
for “discontinued operations” in IFRS 5, are presented separately
as "Profit from operations held for sale, after taxes" in the
consolidated accounts. Total assets and liabilities from these
operations are presented separately under "Assets held for sale"
and "Liabilities held for sale" in the Group's balance sheet.

6. Segment information

Financial governance in DNB is adapted to the different customer
segments. The follow-up of total customer relationships and
segment profitability are two important dimensions when making
strategic priorities and deciding where to allocate the Group’s
resources. Reported figures for the various segments reflect the
Group'’s total sales of products and services to the specific
segment.
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The segment information has been prepared on the basis of
internal financial reporting to the group management team (chief
operating decision-making body) for an assessment of develop-
ments and the allocation of resources. Figures for the operating
segments are based on DNB’s management model and the
Group’s accounting principles. The figures are based on a number
of assumptions, estimates and judgmental distribution.

According to DNB's management model, the operating seg-
ments are independent profit centres that are fully responsible
for their profit after tax and for achieving the targeted returns on
allocated capital. All of the Group's customer activities are divided
among the operating segments, along with the related balance-
sheet items, income and expenses.

Excess liquidity and liquidity deficits in the operating segments
are placed in or borrowed from the Group Treasury at market
terms, where interest rates are based on duration and the Group's
financial position.

When operating segments cooperate on the delivery of
financial services to customers, internal deliveries are based on
market prices.

Services provided by group services and staff units are
charged to the operating segments in accordance with service
agreements. Joint expenses which are indirectly linked to activities
in the operating segments, are charged to the operating segments
on the basis of distribution formulas.

A number of key functions and profits from activities not
related to the operating segments' strategic operations are
presented within the Group units. This item comprises income and
expenses relating to the Group's liquidity management, income
from investments in equity instruments not included in the trading
portfolio, interest income assigned to the Group's unallocated
capital, ownership-related expenses and income from the manage-
ment of the bank's real estate portfolio.

Net profits from repossessed operations which are fully con-
solidated in the Group are presented as "Profit from repossessed
operations” in the segment reporting. The effect of consolidation of
the repossessed companies is presented within the Group units.

Return on capital is estimated on the basis of internal
measurement of risk-adjusted capital requirements. See note 2
Segments for further information about the principles for allocation
of capital.

7. Recognition in the income statement and in
other comprehensive income

Interest income is recognised using the effective interest method.

This implies that interest is recognised when incurred, with the

addition of amortised front-end fees and any other fees which are

regarded as an integral part of the effective interest rate.

The effective interest rate is set by discounting contractual
cash flows based on the expected life of the asset. Cash flows
include front-end fees and direct transaction costs which are not
paid directly by the customer.

Interest is recognised according to the effective interest
method with respect to both balance sheet items carried at
amortised cost and balance sheet items carried at fair value in the
income statement, with the exception of front-end fees on loans at
fair value, which are recognised when earned. Interest on impaired
loans corresponds to the effective interest rate on the book value,
net of impairment.

Interest income on financial instruments presented as lending
is recognised in "Net interest income".

"Net other operating income" includes, among others, fees
and commissions relating to money transfers, asset management,
including success fees, credit broking, real estate broking, corpo-
rate finance, securities services, insurance products and lease
income from investment properties. Credit broking commissions
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include syndication income in the form of fees and commissions
from transactions where DNB arranges the loans without retaining
parts of the loan itself or participates in a loan syndicate and
receives compensation in excess of the effective interest received
by the other participants. Fees which are not included in effective
interest rate calculations, as well as commissions, are recognised
during the period when the services are rendered or the transac-
tions are completed.

Success fees are recognised when the fees with a high degree
of certainty have been earned and can be measured in a reliable
manner.

Fees that are incurred when establishing financial guarantees
are recognised over the term of the contract within the line item
“Net gains on financial instruments at fair value”.

Dividends on investments are recognised from the date the
dividends are approved at the general meeting.

Income from financial instruments carried at fair value through
profit or loss is described under Financial instruments while net
income from investment property is described under Investment
property and fixed assets.

Iltems of income and expense in other comprehensive income
are grouped based on whether or not they can be reclassified to
the income statement, at a future date.

8. Financial instruments

Recognition and derecognition

Recognition of assets and liabilities

Financial assets and liabilities are recognised in the balance sheet
on the trading date, i.e. the date that the Group becomes a party to
the contractual provisions of the financial instrument.

Derecognition of financial assets

Financial assets are derecognised when the right to receive and
retain cash flows from the asset has expired or been transferred.
The Group enters into certain transactions where it transfers
assets recognised on its balance sheet, but retains either all or
parts the risks and rewards of the transferred asset. If all or
substantially all of the risks and rewards are retained, the trans-
ferred financial asset is not derecognised from the balance sheet,
but reclassified to separate assets or liabilities reflecting the rights
and obligations created or retained in the transfer. Such tran-
sactions could entail the transfer of a loan portfolio where the
Group retains the risks and returns associated with the transferred
portfolio by guaranteeing for all risks in the portfolio or entering into
a total return swap.

Derecognition of financial liabilities
Financial liabilities are derecognised when the contractual
obligations have been discharged, cancelled or have expired.

Repurchase and reverse repurchase agreements

Securities purchased under agreements to resell are generally not
recognised in the financial statements as the risk and returns are
normally not taken over by the Group. This is done irrespective of
whether the Group has the right to sell or repledge the securities.
Upon the sale of securities received, the Group recognises an
obligation in the balance sheet. For more information, see note

33 Securities received which can be sold or repledged.

Securities sold under agreements to repurchase are generally
not derecognised as the risk and returns are normally not transfer-
red. This is done irrespective of whether the recipient is entitled to
sell or repledge the securities. These securities are presented as
securities in the Group's balance sheet and are specified in note
32 Transferred assets or assets with other restrictions.
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Securities borrowing and lending agreements

Transactions mainly include equity borrowing or lending. Agree-
ments on securities borrowing and lending are generally based on
collateral in the form of cash or securities.

Equities which have been received or transferred in such
transactions, are generally not recognised or derecognised, as
risks and returns associated with ownership of the assets are
normally not taken over or transferred.

Equities received, including equities received as collateral, are
registered off the balance sheet irrespective of whether the Group
has the right to sell or repledge the securities. Upon the sale of
securities received, the Group will recognise an obligation in the
balance sheet. For more information, see note 33 Securities
received which can be sold or repledged.

Transferred equities and collateral which the recipient is
entitled to sell or repledge, are presented as equities or securities
in the Group's balance sheet and are specified in note 32
Transferred assets or assets with other restrictions.

Classification and presentation

On initial recognition financial assets are classified in one of the
following categories according to the type of instrument and the
purpose of the investment:

. financial assets held for trading and derivatives carried at
fair value with changes in value recognised in profit or loss
(trading portfolio)

. financial assets designated as at fair value with changes in
value recognised in profit or loss

. financial derivatives designated as hedging instruments
. loans and receivables, carried at amortised cost
= held-to-maturity investments, carried at amortised cost

= financial assets available for sale carried at fair value with
changes in value recognised in other comprehensive income

On initial recognition financial liabilities are classified in one of the
following categories:

= financial liabilities held for trading and derivatives carried at
fair value with changes in value recognised in profit or loss
(trading portfolio)

= financial liabilities designated as at fair value with changes in
value recognised in profit or loss

. financial derivatives designated as hedging instruments

= other financial liabilities carried at amortised cost

Guidelines for classification in the various portfolios of the DNB
Group are given below.

Financial assets and liabilities in the trading portfolio

Financial instruments in the trading portfolio are initially recognised
at fair value.The fair value corresponds to the transaction price,
unless another value can be justified based on observable market
transactions. See the paragraph below on determining fair value at
subsequent valuation.

Changes in the fair value of the financial instruments are
presented within "Net gains on financial instruments at fair value"
in the income statement. Interest income and interest expenses
from interest-bearing securities are presented within "Net interest
income".

Financial derivatives are presented as an asset if the fair value
is positive and as a liability if the fair value is negative.

The trading portfolio mainly includes financial assets and liabil-
ities in Markets and financial derivatives not used for hedge
accounting purposes. In addition, the portfolio includes securities
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borrowing and deposits that are used actively in interest rate and
liquidity management and have a short remaining maturity.

Financial assets and liabilities designated as at fair value with
changes in value recognised in profit or loss

Financial instruments in the portfolio are recognised at fair value.
See the paragraph below on determining fair value at subsequent
valuation. Financial instruments are classified in this category if
one of the following criteria is fulfilled:

= The classification eliminates or significantly reduces measure-
ment or recognition inconsistency that would otherwise arise
from measuring financial assets or liabilities or recognising
the gains and losses on them on different bases

= The financial instruments are part of a portfolio that is
managed and evaluated on a fair value basis, in accordance
with a documented risk management or investment strategy.

Changes in fair value of the financial instruments are presented
within "Net gains on financial instruments at fair value" in the
income statement. Interest income and interest expenses on loans
designated as at fair value and other fixed-income securities are
presented within "Net interest income".

Changes in fair value of financial instruments within life insu-
rance are presented within the line item "Net financial result, DNB
Livsforsikring".

The portfolios include commercial paper, bonds, equities,
fixed-rate loans in Norwegian kroner, financial assets - customers
bearing the risk, current financial assets within life insurance, fixed-
rate securities issued in Norwegian kroner, such as index-linked
bonds and equity-linked bank deposits and other fixed-rate
deposits in Norwegian kroner.

Financial derivatives designated as hedging instruments

The Group enters into hedging transactions to manage interest
rate risk on long-term borrowings and deposits in foreign curren-
cies. These transactions are recognised as fair value hedges. See
item Hedge accounting.

Loans and receivables carried at amortised cost

Loans and receivables carried at amortised cost are recognised at
the transaction price plus direct transaction expenses. Subsequent
measurement follows the effective interest method, less any
impairment charges. The effective interest method is described
under Recognition in the income statement and in other compre-
hensive income.

Interest income on financial instruments classified as lending is
presented within "Net interest income" using the effective interest
method.

A decrease in value on the balance sheet date based on
objective indications of impairment for loans valued at amortised
cost and in the portfolios of fixed-rate loans measured at fair value,
are presented within "Impairment of loans and guarantees”.

Held-to-maturity investments carried at amortised cost

Held-to-maturity investments are carried at amortised cost and
recognised at the transaction price plus direct transaction expen-
ses. Subsequent measurement follows the effective interest
method, less any impairment charges. The effective interest
method is described under Recognition in the income statement
and in other comprehensive income.

Interest income relating to the instruments is presented within
"Net interest income".

This category mainly comprises the international bond portfolio
in DNB Markets and investments in bonds in DNB Livsforsikring.
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Financial assets available for sale carried at fair value with
changes in value recognised in other comprehensive income
Financial assets in the available for sale category are recognised
at fair value with the subsequent change in fair value presented in
other comprehensive income. See the paragraph below about the
determination of fair value. At the time of realisation the change in
fair value shall be included as a part of the gain that is presented
in the income statement. Financial assets are classified in this
category if they do not meet the criteria for being classified in any
of the other categories presented above.

Other financial liabilities carried at amortised cost
Financial liabilities carried at amortised cost are recognised at the
transaction price plus direct transaction expenses.

Interest expenses on such instruments are presented within
"Net interest income" using the effective interest method.

This category includes deposits from customers and credit
institutions, commercial paper issued, bonds, subordinated loan
capital and perpetual subordinated loan capital securities.

Issued financial guarantees

Contracts resulting in the Group having to reimburse the holder for
a loss incurred because a specific debtor fails to make payment
when due, are classified as issued financial guarantees.

On initial recognition, issued financial guarantees are recog-
nised at the consideration received for the guarantee. Issued
financial guarantees are subsequently measured at the higher of
the consideration received for the guarantee excluding any amor-
tised amounts recognised in the income statement and the best
estimate of the payment due if the guarantee is honoured.

When issuing financial guarantees, the consideration for the
guarantee is presented within the line item "Provisions" in the
balance sheet. Changes in the carrying amount of financial
guarantees are recognised within the line item "Net gains on
financial instruments at fair value", except for changes related to
guarantees which are part of loans which are individually impaired.
Changes in the value of such guarantee contracts are recognised
within the line item "Impairment of loans and guarantees".

Financial instruments with the characteristics of equity
Issued additional Tier 1 capital instruments are instruments where
DNB has a unilateral right not to repay interest or the principal to
the investors. As a consequence of these terms, the instruments
do not meet the requirements for a liability and are therefore
presented on the line Additional Tier 1 capital within the Group’s
equity. Transaction expenses and accrued interest are presented
as a reduction in Other equity, while the advantage of the tax
deduction for the interest will give an increase in Other equity.
Equity in foreign currency shall be converted to Norwegian
kroner based on the exchange rate on the transaction date and
is not subject to subsequent revaluation.

Offsetting

Financial assets and financial liabilities are offset and presented
net in the balance sheet when the Group has a legally enforceable
right to offset recognised amounts and has agreed to settle the
balances on a net basis or to realise the asset and settle the
liability simultaneously. Master netting agreements or similar
agreements give the right to offset in the event of default. Such
agreements reduce the Group’s exposure in the event of default,
but do not on their own qualify for offsetting in accordance with
IFRS, as there also needs to be an intention to settle the con-
tractual cash flows net on an ongoing basis. See note 30 Offsetting
for details about the financial assets and financial liabilities subject
to offsetting agreements.
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Determination of fair value

Fair value is the price that would be received by selling an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date. Financial assets and liabil-
ities in active markets are measured at the price within the bid-ask
spread that is most representative of the fair value at the measure-
ment date. In most cases bid or asking prices for these instru-
ments are the most representative price for assets and liabilities
respectively. Derivatives which are carried net are recognised at
midmarket prices at the balance sheet date.

Financial instruments measured at fair value are valued on a
daily basis with the exception of a few financial instruments that
are valued on a monthly or quarterly basis. As far as possible,
directly observable market prices are used. Valuations of the
various types of financial instruments are based on well-acknow-
ledged techniques and models. The prices and input parameters
used are controlled and assessed based on established routines
and control procedures.

The control environment for fair value measurement of
financial instruments is an integrated part of the company’s
financial reporting. A number of controls are carried out on a daily
basis, including controls of the day-one results on traded positions
and controls of the key input parameters in the valuation. At the
end of each month and quarter, extended controls are carried out
to ensure that the valuations are consistent with the accounting
policy for fair value including variation analyses. Special emphasis
is placed on valuations in the level 3 in the valuation hierarchy,
where the effects may be significant or particularly challenging.

Instruments traded in an active market

With respect to instruments traded in an active market, quoted
prices are used, obtained from a stock exchange, a broker or a
price-setting agency.

A market is considered active if it is possible to obtain external,
observable prices, exchange rates or interest rates and these
prices represent actual and frequent market transactions.

Some investments in equities and commercial paper and
bonds are traded in active markets.

Instruments not traded in an active market

Financial instruments not traded in an active market are valued
according to different valuation techniques and are divided into
two categories:

Valuation based on observable market data:

= recently observed transactions in the relevant instrument
between informed, willing and independent parties

= instruments traded in an active market which are substantially
similar to the instrument that is valued

= other valuation techniques where key parameters are based
on observable market data.

Valuation based on other factors than observable market data:
= estimated cash flows
= valuation of assets and liabilities in companies

. models where key parameters are not based on observable
market data

. possible industry standards

In the valuation of OTC derivatives, a fair value adjustment is
made for the counterparty’s credit risk (CVA) and for the Group’s
own credit risk (DVA). In addition, an adjustment is made for
expected funding costs (FVA).

The Group estimates CVA as a function of a simulated
expected positive exposure, the counterparty’s probability of
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default and loss given default. The majority of the Group’s deriva-
tive counterparties have no market-implied credit spread and no
external rating. Internal ratings are therefore combined with
historical credit default swap (CDS) spreads as well as current
CDS index prices to arrive at the counterparty’s estimated CDS
spreads. This means that the Group uses its own credit models
and their discriminatory power, but calibrates against pricing levels
for similar credit risk in the market. The DVA is based on the same
approach, using an assessment of DNB’s credit spread.

FVA reflects the estimated present value of the future funding
costs associated with funding uncollateralised derivative expo-
sures. It is calculated by applying a market funding spread to
the expected exposure. Funding benefits are not estimated for
positions for which DNB calculates DVA.

For financial instruments measured by using valuation tech-
niques, a gain or loss might from time to time occur at initial recog-
nition when the estimated fair value is different from the actual
transaction price. When the measurement is based on non-observ-
able input parameters (level 3), the gain or loss is deferred and
therefore not recognised at day one. Fair value changes in later
period are only recognised to the extent the change is caused by
factors that market participants would take into account.

Impairment of financial assets

At end of each reporting period, the Group considers whether any
objective evidence of impairment exist as a result of one or more
events have taken place after initial recognition (loss event) and
the loss event has impact on the estimated future cash flows . A
financial asset or group of financial assets is impaired if there is
any objective evidence of impairment. Objective indications of
impairment include an assessment of the following loss events:

= serious financial problems on the part of the debtor,
= non-payment or other serious breaches of contract,

= the probability that the debtor will enter into debt negotiations
or

= other special circumstances that have occurred.

Renegotiation of loan terms to ease the position of the borrower
qualifies as a loss event.

Individual impairment of loans

If objective evidence of impairment exists, impairment of loans is
calculated as the difference between the carrying amount and the
net present value of estimated future cash flows discounted by the
original effective interest rate.

The business areas calculate estimated future cash flows
based on developments in the exposure, past experience with the
debtor, the probable outcome of negotiations and expected
macroeconomic trends that will influence the customer’s cash flow.
In addition, the probability of debt settlement proceedings and
bankruptcies is taken into consideration, including the probability
that assets provided as collateral will be taken over. When
measuring collateral, recognised methods for measuring
underlying assets are used.

Individual impairment of loans reduces the carrying amount of
loans and guarantees. Impairment during the period is recognised
as "Impairment of loans and guarantees" in profit or loss.

Collective impairment of loans
Loans which are not individually impaired are assessed collectively
for impairment. The assessment is based on whether objective
evidence of impairment exists that can be related to a group of
financial assets.

Loans are grouped on the basis of similar credit risk charac-
teristics and in accordance with the division of customers into

sectors or industries and risk categories. Impairment is estimated
per group of financial assets based on estimates of the general
economic situation and loss experience for the respective groups.

Collective impairment reduces the carrying amount of the line
item “Loans to customers” in the balance sheet. Changes during
the period are recognised within the line item "Impairment of loans
and guarantees"” in the income statement. Like individual impair-
ment, collective impairment is discounted. The discount factor is
based on statistics derived from individual impairment.

Repossession of assets

Assets which are repossessed as part of the management of non-
performing and impaired loans are recognised at fair value at the
time of acquisition. Such assets are recognised in the balance
sheet according to the nature of the asset. Any difference between
the carrying amount of the loan and the fair value of the asset is
presented within the line item “Impairment of loans and guaran-
tees” in the income statement. Subsequent valuations and presen-
tation of the impact to the income statement follow the principles
for the relevant balance sheet item.

Hedge accounting

When instruments are individually hedged, there is a clear, direct
and documented correlation between changes in the value of the
hedged item resulting from the hedged risk and changes in the
value of the financial derivative (hedging instrument).

Upon entering into the hedging relationship, the correlation
between the hedged item and the hedging instrument is docu-
mented. In addition, the underlying risk management objective
and strategy are documented. Changes in fair value related to
the hedged risk of the hedged item and instrument are evaluated
periodically to ensure the necessary hedge effectiveness. Hedging
instruments are recognised at fair value in the financial statements
and changes in the fair value are presented within "Net gains on
financial instruments at fair value" in the income statement.

For fair value hedging, the changes in the fair value of the
hedged item attributable to the hedged risk will be recognised
as an addition to or deduction from the balance sheet value of
financial liabilities and assets and presented within "Net gains
on financial instruments at fair value" in the income statement.

If the hedge relationship ceases or adequate hedge effec-
tiveness cannot be verified, the accumulated change in fair value
of the hedged item is amortised over the remaining maturity.

The Group undertakes hedging of investments in foreign
subsidiaries to eliminate the currency risk on the invested amount.
Hedging transactions are in the form of currency swaps or long-
term borrowings in foreign currency. In the consolidated financial
statement, the hedge relationships are presented as hedging of
net investments in international operations.

9. Investment property and fixed assets
Properties held to generate profits through rental income or for an
increase in value, are presented in the balance sheet as invest-
ment property. Properties which are mainly used for own
operations, are presented as owner-used properties.

Other tangible assets are presented as fixed assets in the
balance sheet.

On initial recognition, investment properties and owner-used
properties are measured at cost including acquisition costs.

In subsequent periods, investment properties are measured at
fair value. Therefore, no annual depreciation is made on an invest-
ment property. Fair value is determined by using well-acknow-
ledged valuation techniques. Internal and external expertise is
used for valuations. A selection of external appraisals are obtained
and compared with internal valuations for control purposes. In
addition, analyses are made of changes from the previous period,
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as well as sensitivity analyses of key assumptions which are
included in the overall evaluation of the fair value measurement.
Providers of valuations are also followed up on an ongoing basis
through dialogue and enquiries concerning the valuation of indi-
vidual properties. Changes in fair value of investment property
within life insurance are recognised within the line item "Net
financial result, DNB Livsforsikring". Changes in fair value of other
investment property in the Group are presented within the line item
"Net gains on investment property" in the income statement.

Buildings which are owned by DNB Livsforsikring as part of the
company’s common portfolio and used by the Group, are recog-
nised according to the revaluation model.

Other tangible assets are measured at cost less accumulated
depreciation and impairment losses. Cost includes expenses
directly related to the acquisition of the asset. Subsequent ex-
penses are capitalised on the relevant assets when it is probable
that future economic benefits associated with the expenditure will
flow to the Group and can be measured reliably. Expenses for
repairs and maintenance are recognised in the income statement
as they occur.

The residual values and useful lives of the assets are reviewed
annually and adjusted if required. Gains and losses on the sale of
fixed assets are recognised within the line item "Net gain on fixed
and intangible assets" in the income statement.

10. Intangible assets

Goodwill

Goodwill is initially measured at the acquisition date, as the excess
of the aggregate of the consideration transferred and the amount
recognised for any non-controlling interest over the fair value of the
identifiable assets acquired and liabilities assumed in a business
combination. Goodwill acquired is allocated to each cash
generating unit, or group of units, expected to benefit from the
combination's synergies. Following initial recognition, goodwill

is measured at cost less any accumulated impairment losses.

Development of IT systems and software

Acquired software is recognised at cost with the addition of
expenses incurred to make the software ready for use. Identifiable
costs for internally developed software controlled by the Group
where it is probable that economic benefits will cover development
expenses at the balance sheet date, are recognised as intangible
assets. When assessing balance sheet values, the economic
benefits are evaluated on the basis of profitability analyses.
Development expenses include expenses covering pay to
employees directly involved in the project, materials and a share of
directly related overhead expenses. Expenses relating to mainten-
ance of software and IT systems are charged to the income state-
ment as they occur. Software expenses recognised in the balance
sheet are depreciated according to a straight line principle over
their expected useful life, usually five years. The assessment for
whether there is a need for impairment is considered according to
the principles described below.

11. Impairment of fixed and intangible assets
At end of each reporting period the Group considers whether any
indication of impairment of fixed or intangible assets exists. If such
indication exists, the recoverable amount of the asset is calculated
to estimate possible impairment. Goodwill and intangible assets
with an indefinite useful life are tested for impairment minimum
once a year even if no indication of impairment exists. DNB has
chosen to perform this annual test in the fourth quarter.

The recoverable amount represents the higher of an asset's
fair value less costs to sell and its value in use. If the asset's
carrying amount exceeds the estimated recoverable amount, the
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asset is written down to its recoverable amount. See note
38 Intangible assets for description of impairment testing.

The following relevant criteria are considered when assessing
whether indications of impairment exists:

= a decline in the asset's market value

. changes in the long-term return requirement which may affect
the discount rate used in the calculation of the asset's value
in use

= plans to restructure or liquidate the asset
. the asset generates less income than anticipated.

Calculations of value in use are based on historical results and
plan figures approved by management. On the basis of plan
figures for the cash-generating units, a future cash flow is esti-
mated, defined as the potential return to the owner. The return
includes profits from the cash-generating unit adjusted for the need
to build sufficient capital to meet expected future capital adequacy
requirements. Higher capital requirements due to expanded opera-
tions could make it necessary to retain part of the profits or to
inject more capital from the owner, if profits from the cash-
generating unit are not adequate to build the necessary capital.
Beyond the plan period, which is three years, cash flow trends are
assumed to reflect market expectations for the type of operations
carried out by the cash-generating unit. Future expected cash
flows are established for a ten year period where the Gordons
growth formula is used to estimate the terminal value to be
included.

The required rate of return is based on an assessment of the
market's required rate of return for the type of operations carried
out by the cash-generating unit. The required rate of return reflects
the risk of the operations.

12. Liabilities to policyholders

Products offered by DNB Livsforsikring include group pension in-
surance, group association insurance, individual endowment
insurance, individual annuity and pension insurance, products with
a choice of investment profile, group life insurance and occupa-
tional injury insurance. In addition, DNB Livsforsikring offers indi-
vidual risk non-life insurance, mainly statutory occupational injury
insurance and appurtenant coverage.

Technical insurance reserves in life insurance

Technical insurance reserves, as defined in the Act on Insurance
Activity, include the premium reserve, additional allocations, the
market value adjustment reserve, the claims reserve, the risk
equalisation fund and other technical reserves. In addition, the
premium fund, deposit fund and the pensioners' surplus fund are
included in insurance pro-visions. Apart from the risk equalisation
fund, which is classified as equity, all insurance provisions are
classified as liabilities to policyholders.

The premium reserve is a reserve to secure future insurance
liabilities to policyholders and insured persons. The premium
reserve represents the technical cash value, i.e. the net present
value, of the company's total insurance liabilities including costs,
less the cash value of future agreed premiums.

Additional allocations are a conditional allocation to policy-
holders where changes during the year are recognised in the
income statement. The Insurance Act includes stipulations on
the use and volume of additional allocations. According to these
stipulations, maximum additional allocations per contract cannot
exceed 12 per cent of the premium reserve for the contract. Actual
allocations for the individual years are determined in connection
with year-end adjustments. Additional allocations can be used to
cover any rate-of-return shortfall if the annual return is lower than
the guaranteed return.
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The market value adjustment reserve represents the sum total
of unrealised gains on current financial assets included in the com-
mon portfolio. If the portfolio of current financial assets shows a net
unrealised loss, the market value adjustment reserve is set at zero.
Unrealised gains and losses arising from exchange rate move-
ments on derivatives used for currency hedging of properties,
loans and held-to-maturity bonds in foreign currency are not
included in the market value adjustment reserve.

The claims reserve shall cover the company's anticipated
indemnity payments for insurance claims which have not been
settled or advanced against the company at the end of the accoun-
ting year. The claims reserve represents only the funds that would
have been disbursed during the accounting year if the processing
of the insurance claims had been completed.

The risk equalisation fund can be used to cover negative risk
results and to strengthen premium reserves in connection with
changes in demographic assumptions in the calculation base.
Each year, up to 50 per cent of the company's total risk result can
be allocated to the risk equalisation fund for the products defined-
benefit pension and paid-up policies. The annual return is
reviewed in connection with year-end adjustments. The risk
equalisation fund is classified as equity in the balance sheet.

The premium fund contains premiums prepaid by policyholders
within individual and group pension insurance. A share of annual
profits is allocated to the pensioners' surplus fund. The fund is
used to strengthen the premium reserve for pensioners in con-
nection with adjustments in pension payments.

Liabilities, customers bearing the risk

Allocations relating to insurance liabilities for which customers bear
the risk represent the market value of invested policyholders' funds
at any given time. The reserve covers a share of the surplus on the
risk result and the guaranteed rate of return on the portfolio of pro-
ducts with a choice of investment profile and should correspond to
expected payments from the company to customers reaching
retirement age.

Assessment of liabilities to policyholders

Liabilities should be in reasonable proportion to the associated
risk. This is ensured through continual monitoring of existing
contracts. Furthermore, all premium rates prepared by the com-
pany shall be reported to the Financial Supervisory Authority of
Norway (Finanstilsynet), which has overall responsibility for
controlling that adequate premiums are applied. Prevailing
premium rates are continually reviewed.

With respect to group pension insurance, the company
has over several years increased reserves to reflect higher life
expectancy. The company’s plan for increasing reserves is valid
from 1 January 2014 to 31 December 2020 and has been appro-
ved by Finanstilsynet. The financing represents surplus from the
interest rate result and risk result, as well as utilisation of the risk
equalisation fund and equity.

The basis for calculating disability risk is more recent, taking
account of the increase in disability registered in society at large.
The base rate is used to calculate the present value of future
premiums, payments and insurance provisions. The maximum
base rate is stipulated by Finanstilsynet, based on the yield on
long-term government bonds. The maximum base rate within
pension products will be 2.0 per cent for new rights earned.

Adequacy test

The Group carries out a quarterly adequacy test to assess whether
its premium reserves are adequate to cover its liabilities to policy-
holders. The adequacy test is susceptible to changes in the inte-
rest rate curve as well as to assumptions for increased reserves to

reflect higher life expectancy. The test is described in more detail
in note 17 Insurance risk.

Recognition of changes in liabilities to policyholders

Insurance premiums and insurance settlements are recognised
by the amounts earned and accrued during the year. Accrual of
premiums earned takes place through allocations to the premium
reserve in the insurance fund.

Insurance contracts transferred from other companies are
recognised at the time the insurance risk is taken over. If the risk
is transferred as at 31 December, it is reflected in the financial
statement for the subsequent year. Transfer amounts include the
policies' shares of additional allocations, the market value adjust-
ment reserve and profits for the year.

The line item "Net financial result, DNB Livsforsikring" includes
returns and gains less all losses, adjusted for allocations to or
elimination of the market value adjustment reserve. In addition, it
includes the company's guaranteed rate of return on policyholders'
funds, increases in reserves to reflect higher life expectancy within
group insurance, plus policyholders' share of profits including
changes in additional allocations. If changes in the value of owner-
used properties owned by DNB Livsforsikring as part of the com-
pany’s common portfolio are recognised in other comprehensive
income, a corresponding share of changes in liabilities to policy-
holders is recognised in other comprehensive income.

The line item "Net risk result, DNB Livsforsikring" includes risk
premiums and the cost of claims for own account, plus claims
handling costs. Claims include gross claims payments and
changes in gross claims reserves, excluding the reinsurance
share.

Administrative expenses are charged to policyholders through
premium payments, returns and the dissolution of reserves. Total
charges for policyholders are included in "Commission and fee
income etc.". Operating expenses and commission expenses are
recognised in the consolidated financial statements according to
type of expense.

Technical insurance reserves in non-life insurance
Technical insurance reserves are presented in the financial
statement pursuant to the Act on Insurance Activity with
appurtenant regulations. This implies that the technical insurance
reserves in the financial statement represent the gross unearned
premium reserve in the annul accounts.

The gross unearned premium reserves represent accrual
accounting of gross premiums written. The reserve corresponds to
that part of gross premiums written which represents the remaining
term of insurance policies on the balance sheet date.

The claims reserve shall cover anticipated future compen-
sation payments for claims which have been incurred, but not fully
settled on the balance sheet date. This includes both reported but
not settled claims (RBNS) and incurred but not reported claims
(IBNR). Reserves relating to known claims are assessed individ-
ually by the claims settlement team, while IBNR reserves are
based on empirical data, using statistical models to estimate the
scope of subsequent claims. In addition, there is a reserve for
future claims processing costs linked to the RBNS and IBNR
reserves. The accuracy of the model is measured by estimating
differences between previous subsequent claims estimated by the
model. The claims reserve is discounted by using industry-specific
inflation assumptions, such as developments in the basic amount
(G), KPI and the risk-free interest rate from EIOIPA.

Recognition in the income statement

"Net insurance result, DNB Forsikring" includes premium income
for own account. Insurance premiums are recognised as income in
accordance with the insurance period. In addition, it includes the
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cost of claims for own account and costs related to the processing
of claims. The cost of claims comprises paid gross compensation
payments and changes in gross claims reserves, excluding the
reinsurance share.

13. Pensions

Defined-benefit pension schemes

At year-end 2016, the defined-benefit scheme in DNB had
principally been converted to a defined-contribution scheme.

The basis for calculating DNB’s pension expenses is a linear
distribution of pension entitlements measured against estimated
accumulated commitments at the time of retirement.

Pension commitments are matched against the pension funds
in the schemes. Pension commitments are estimated based on the
present value of estimated future pension payments at the balance
sheet date. The calculation of the pension commitments is based
on actuarial and economic assumptions about life expectancy, rise
in salaries and early retirement. The discount rate used is deter-
mined by reference to the yield on covered bonds at the balance
sheet date, plus an add-on that reflects the relevant duration of the
pension commitments.

The financial effects of changes in pension schemes are
recognised as an expense at the earlier of the following dates:

= when the plan amendment or curtailment occurs; and

= when the entity recognises related restructuring costs or
termination benefits, if any.

When calculating pension expenses, the discount rate is used
on the net pension commitment. Employer's national insurance
contributions are included in pension expenses and pension
commitments.

When the defined-benefit pension scheme was converted
during 2015 and 2016, the employees in the scheme were
assigned paid-up policies. In addition, a compensation scheme
was established for employees who were not yet pensioners. The
scheme is unfunded. Compensation is earned on an ongoing
basis, and the Group’s has no commitments beyond payments
and estimated interest. The compensation scheme is therefore
measured in the same way as the defined-contribution scheme,
see below.

See note 25 Pensions for more information.

Defined-contribution pension schemes

Under defined-contribution pension schemes, the Group does
not commit itself to paying specified future pension benefits, but
makes annual contributions to the employees' pension savings.
Future pensions will depend on the size of annual contributions
and the annual return on pension savings. After paying annual
contributions, the Group has no further commitments linked to
employees' work performance. The expenses following from the
defined-contribution pension schemes are recognised in the
income statement

14. Income tax

Taxes for the year comprise payable taxes for the financial year,
any payable taxes for previous years and changes in deferred
taxes on temporary differences. Temporary differences are
differences between the carrying amount of an asset or liability
and the taxable value of the asset or liability. The most significant
temporary differences refer to changes in the fair value of financial
assets and liabilities, changes in the fair value of investment
properties, pension obligations, depreciation of fixed assets and
properties and impairment losses for goodwill. Deferred taxes on
investment property are based on the expectation that the value
of the property will be recovered through a sale of the property.

Deferred taxes are calculated on the basis of tax rates and tax
rules that are applied on the balance sheet date or are highly likely
to be approved and are expected to be applicable when the defer-
red tax asset is realised or the deferred tax liability settled.

Deferred tax assets are recognised in the balance sheet to the
extent that it is probable that future taxable income will be avail-
able against which they can be utilised. Deferred taxes and defer-
red tax assets within the same tax group are presented net in the
balance sheet.

Taxes payable and deferred taxes relating to elements of other
comprehensive income are presented net along with the related
income or cost in the comprehensive income statement.

15. Restructuring

If restructuring plans that change the scope of DNB'’s operations or
the way DNB carries out its operations are approved and commu-
nicated to the affected employees, the need for restructuring pro-
visions is considered. This includes provisions for agreements on
severance packages with employees when used as part of the
restructuring. The provisions are reviewed on each reporting date
and are reversed as expenses are incurred.

16. Leasing

A lease is classified as a finance lease if it transfers substantially
all the risks and rewards incidental to ownership. Other leases are
classified as operating leases.

DNB as lessor

Operating leases

Operating leases are leases where not an insignificant share of
the risk and rewards relating to the investment in the leased object
accrues to DNB at the end of the lease period. Operating assets
are recognised as fixed assets in the balance sheet. Income from
operating leases is recognised over the lease term on a straight-
line basis. Depreciation of the fixed assets is presented as ordinary
depreciation in the income statement.

Financial leases

Financial leases are presented as lending in the balance sheet,
and at inception the lease is measured at an amount equal to the
net investment in the lease. The net investment represents mini-
mum lease payments, unguaranteed residual values and any
direct expenses incurred by the lessor in negotiating the lease,
discounted by the implicit interest rate (internal rate of return).
Leasing income is recognised in the income statement according
to the annuity method, where the interest component is recognised
within the line item "Net interest income" while instalments reduce
the balance sheet value of the loan.

DNB as lessee

Operating leases

Lease payments are recognised in the income statement as

an expense on a straight-line basis over the lease term unless
another systematic basis is more representative of the time pattern
of DNB's use of the asset.

17. Cash flow statements

The cash flow statements show cash flows grouped according to
source and use. The cash flows are presented as operating activi-
ties, investment activities or funding activities. Cash is defined as
cash, deposits with central banks and deposits with credit institu-
tions with no agreed period of notice. The cash flow statement has
been prepared in accordance with the direct method.
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18. Dividends

Proposed dividends are part of equity until approved by the
general meeting. At that time, the dividend is presented as liability
in the financial statement. Proposed dividends are not included in
capital adequacy calculations.

19. Approved standards and interpretations that
have not entered into force

By the end of 2016, the IASB had published a number of amend-
ments to current regulations which have not entered into force.
Below is a description of the amendments which may have impact
on the Group’s future reporting.

IFRS 9 Financial Instruments
In July 2014, the IASB issued the new standard for financial
instruments IFRS 9 Financial Instruments, which will replace the
current IAS 39. The new standard introduces a business model
oriented approach for classification of financial assets, an
expected loss model for impairment and a new general hedge
accounting model. IASB is still working on a new requirement
related to macro hedge accounting. This work has been esta-
blished as a separate project and is expected to be finalised at
a later point in time.

IFRS 9 is effective from 1 January 2018. The standard was
endorsed by the EU in November 2016.

General description of the new rules

Under IFRS 9, financial assets are classified on the basis of the
business model adopted for managing the assets and their con-
tractual cash flow characteristics. Assets held with the objective

of collecting contractual cash flows that are solely payments of
principal and interest, are measured at amortised cost. Assets held
with the objective of both collecting contractual cash flows and
selling, which at the same time have contractual cash flows that
are solely principal and interest, are measured at fair value through
other comprehensive income. This results in assets recognised at
fair value in the balance sheet and at amortised cost in the income
statement. Other financial assets are measured at fair value
through profit or loss. The option in IAS 39 to designate assets as
being held at fair value through profit or loss if certain criteria are
fulfilled has been retained in the new standard.

For financial liabilities the requirements are generally
unchanged compared to the current IAS 39. As the main rule,
financial liabilities are still to be measured at amortised cost with
the exception of financial derivatives measured at fair value,
financial instruments being part of the trading portfolio and
financial liabilities designated as being held at fair value through
profit or loss. With respect to financial liabilities designated at fair
value through profit or loss, changes in fair value relating to the
company’s own credit risk shall, however, be recognised in other
comprehensive income.

According to prevailing rules, impairment for credit losses
shall only be recognised if there is objective evidence of impair-
ment loss due to one or several events that have taken place
after initial recognition (loss event) and the loss event has had a
negative impact on estimated future cash flows. This model has, in
the aftermath of the financial crisis, been criticised for recognising
impairments losses too late and with too small amounts. Impair-
ment provisions according to IFRS 9 shall be measured using an
expected loss model, which involves recognising the underlying
credit risk to a larger extent on the reporting date. The impairment
rules in IFRS 9 will be applicable to all financial assets measured
at amortised cost or at fair value through other comprehensive
income. In addition, loan commitments, financial guarantee
contracts and lease receivables are within the scope of the
standard.
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The measurement of the provision for expected credit losses
on financial assets under IFRS 9 depends on whether the credit
risk has increased significantly since initial recognition. In this
assessment, a three-stage approach is introduced. At initial
recognition, as well as if the credit risk has not increased signifi-
cantly since initial recognition, the provision should equal 12-month
expected credit losses (“stage 1”). If the credit risk has increased
significantly, the provision should equal lifetime expected credit
losses (“stage 2”). This dual approach replaces today’s collective
impairment model. For individual impairment there are no signifi-
cant changes in the rules compared to the current IAS 39 rules.
Individual impairment is from now on referred to as the third stage
(“stage 3”).

Impact for DNB
The new rules and concepts introduced by IFRS 9 require

considerable development of the bank’s models and IT systems. In
2015, DNB started the process to analyse and identify the need for
changing the bank’s models and IT systems as a consequence of
implementing the new rules. This work proceeded in 2016 and will
continue in 2017, focusing on implementing and completing
chosen solutions, compared to earlier phases where the main
focus was on analyses and mapping.

In 2016, DNB established its own project organisation
with close cooperation between Group Finance and Group Risk
Management in order to ensure the implementation. This work is
divided into separate sub-projects covering (1) classification and
measurement, (2) impairment and (3) the Group’s reporting pro-
cess and internal control framework, respectively. The project
reports to its own steering committee led by the CFO.

The following choices concerning its accounting principles
have been made in DNB as part of the implementation:

= The IAS 39 rules for hedge accounting are retained

= The opportunity for early implementation of the rules for
recognising the change in fair value of financial liabilities,
which is attributable to changes in the credit risk of that
liability in other comprehensive income, will not be used

= DNB will not restate comparable figures. For the 2018
reporting, this means that the figures for earlier periods will
be in accordance with the prevailing IAS 39 rules

Classification and measurement:

DNB has principally completed analyses related to classification
under IFRS 9. During this process, DNB has focused on analysing
the business models in the different parts of operations and on
mapping relevant loan terms in order to assess the contractual
cash flow characteristics. The study has led to some changes in
classification and measurement, however, they are not considered
to be significant compared to today’s rules. The final assessments
will be completed during the first half of 2017.

Impairment:

DNB will calculate the loss provisions according to the new rules
as the present value of exposure at default (EAD) multiplied by the
probability of default (PD) multiplied by loss given default (LGD).

DNB has chosen to base the development of the new model
on the models and parameters currently applied by the Group
according to today’s IRB framework. This will help to ensure
consistency between the bank’s risk management and loss
calculations.

In order to ensure the best estimate, IRB PDs needs, for
instance, to be converted from “through the cycle” to “point in
time”. This is due to the fact that the measurement should be
based on PD at the reporting date and not a normalised PD level.
DNB will employ acknowledged models for such a conversion. A
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corresponding conversion needs also to be made for EAD and
LGD, which will be more forward-looking according to IFRS 9.

Another direct consequence of the transition to an expected
loss model is that the loss provision shall include the effect of
DNB'’s forward-looking view (macro scenarios). The different para-
meters in the model shall include adjustments for the effects of
forward-looking information. In DNB there is a separate working
group handling this in the project, focusing on how instruments
with identical credit risk characteristics should be grouped, the
identification of relevant risk drivers and the number of macro sce-
narios that the loss calculation should be based on. This work is
expected to be finished in the first half of 2017. By introducing the
use of macro scenarios, the complexity of the estimation process
increases, while professional judgment is applied.

According to the new rules one of the most significant factors
affecting the loss provision will be the transfer from the calculation
of 12-month expected loss (“stage 1”) to the calculation of lifetime
expected loss (“stage 2”). The transfer to “stage 2” will occur when
the commitment has been subject to a significant increase in credit
risk since initial recognition. When assessing what could be consi-
dered a significant change in credit risk, DNB has chosen an
approach based on three factors:

1) Quantitative criteria
- Changes in the relative level of probability of default over
the expected lifetime of the instrument (“lifetime PD”),
combined with an absolute change.
2) Backstop
- Forbearance
- 30 days past due
3) A qualitative assessment related to events that are not
captured in the quantitative criteria or in the backstop, for
instance, the reason why a customer is put on the watchlist.

The thresholds for quantitative criteria (change in “lifetime PD”) are
based on an assessments of what is considered to be a significant
change in credit risk in the bank’s risk management and in custo-
mer follow-up. The work is principally finished, however, some
analyses remain before the final criteria can be decided upon.

At present, it is still too early to give a reliable estimate of the
expected implementation effect for the group accounts. The pre-
liminary expectations are that the implementation of IFRS 9 will
lead to increased provisions for credit losses due to the change
from an incurred loss model to an expected loss model. This
implementation effect will reduce the Group’s equity capital at
the time of implementation. In addition, increased volatility in the
income statement is expected in the period ahead. The impact on
capital requirements will depend on the final regulations from the
Basel Committee, including the transitional rules that are expected
at implementation. Proposed rules have been issued for consul-
tation, however, no final version is available.

IFRS 15 Revenue from contracts with customers

IFRS 15 was published by the IASB in May 2014 and establishes
a new five-step model that will apply to revenue arising from con-
tracts with customers. Under IFRS 15, revenue is recognised at an
amount that reflects the consideration to which an entity expects to
be entitled in exchange for transferring goods or services to a
customer. The principles in IFRS 15 provide a more structured
approach to measuring and recognising revenue.

The new revenue standard is applicable to all entities and will
supersede all current revenue recognition requirements under
IFRS. Contracts with customers that will be accounted for in accor-
dance with the IFRS 9 Financial instruments shall however follow
the requirements in IFRS 9 as they are scoped out of IFRS 15.

IFRS 15 will be effective as of 1 January 2018 and the
standard was endorsed by the EU in September 2016. The Group
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has started the process to analyse the impact of the new rules. No
significant changes are expected in the way the Group recognises
revenues. The Group will apply the standard as from 2018.

IFRS 16 Leases

In January 2016, the IASB issued the new standard IFRS 16
“Leases”. The new standard will have large implications for
lessees, as all leases (with the exception of short-term leases and
small asset leases) will be recognised in the balance sheet as a
right-of-use asset with a corresponding liability. At initial recog-
nition, the lease liability and the right-of-use asset are measured
at the present value of future lease payments. Lease payments
shall be recognised as interest expenses and amortisations. The
accounting requirements for lessors are unchanged.

IFRS 16, which has yet to be endorsed by the EU, will be
effective from 1 January 2019. The Group has started to analyse
the consequences of the new standard. It is too early to give a
reliable estimate of the effects on the Group’s financial statements
when the Group acts as lessee. DNB will apply the standard from
2019.

20. Important accounting estimates, judgments
and assumptions
When preparing the consolidated financial statements,
management makes estimates, judgment and assumptions that
affect the application of the accounting principles and the carrying
amount of assets, liabilities, income and expenses. Estimates and
assumptions are subject to continual evaluation and are based on
historical experience and other factors, including expectations of
future events that are believed to be probable on the balance
sheet date.

Impairment of loans

Estimates of future cash flows are based on empirical data and
management’s judgment of future macroeconomic developments
and developments in the performance of the actual loans, and on
the situation at the balance sheet date. The estimates are the
result of a process which involves the business areas and central
credit units, and represents management's best estimate. When
considering impairment of loans, there will be several elements of
uncertainty with respect to the identification of objective evidence
of impairment, the estimation of amounts and the timing of future
cash flows, including the valuation of collateral. See note 5 Credit
risk for information about the management and follow-up of credit
risk.

Individual impairment

When estimating impairment of individual loans and guarantees,
both the current and the future financial positions of the customer
are considered. For corporate customers, the prevailing market
situation is also reviewed, along with market conditions within the
relevant industry and general market conditions which could affect
the customers’ ability to repay the loans. In addition, the probability
and outcome of restructuring, refinancing and re-capitalisation are
taken into account, as well as the probability of bankruptcies and
the possible foreclosure of assets provided as collateral. There is
uncertainty related to the valuation of collateral for which no
observable market data are available. An overall assessment of
these factors forms the basis for estimating the future cash flow. In
the event of a prolonged weak economic trend in certain industries
and/or geographical areas, the application of judgement and esti-
mations are more demanding. The discount period is estimated on
an individual basis or based on empirical data about the period it
normally takes to reach a solution to the problems that caused the
objective indication of impairment.
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NOTE 1 Accounting principles (continued)

Collective impairment

The expected future cash flow is estimated on the basis of
expected losses and the anticipated economic situation for the
respective groups. Expected losses are based on historical loss
experience for the relevant groups. The economic situation is
assessed by means of economic indicators for each group based
on external information about the markets. Various parameters are
used depending on the group in question. Key parameters are
production gaps, which give an indication of capacity utilisation in
the economy, housing prices, oil prices, salmon prices and ship-
ping freight rates. The economic indicators that are used show a
high degree of correlation with historical impairment. To estimate
the net present value of expected future cash flows for loans sub-
ject to collective impairment, a discount factor based on observed
empirical data from individually evaluated loans is used.

Fair value of financial derivatives and other financial
instruments

The fair value of financial instruments that are not traded in an
active market is determined by using different valuation tech-
nigues. The Group considers and chooses techniques and
assumptions that as far as possible are based on observable
market data representing the market conditions on the balance
sheet date. When measuring financial instruments for which
observable market data are not available, the Group makes
assumptions regarding what market participants would use as
the basis for valuing similar financial instruments. The valuations
require application of significant judgment when calculating
liquidity risk, credit risk and volatility among others. Changes in
these factors would affect the estimated fair value of the Group's
financial instruments. For more information see note 29 Financial
instruments at fair value.

Measurement of liabilities under insurance contracts in
DNB Livsforsikring

With respect to technical insurance reserves in DNB Livsforsikring,
risks and uncertainties are mainly related to the likelihood of death

Implementation effects new rules

and disability, as well as the interest rate level. Higher life
expectancy affects future expected insurance payments and
provisions. For more information see note 17 Insurance risk.

Valuation of properties within DNB Livsforsikring
Investment property is measure at fair value by discounting the
expected net future cash flows to its presented value. Establish-
ment of the future cash flows requires high degree of judgment
and the fair value depend to a large extent upon the selection of
assumption about the future, as example required rate of return
and the level of future rental rates. The assumptions used in cal-
culating the fair value of the property portfolio in DNB Livsforsikring
can be found in note 36 Investment properties.

Income taxes, including deferred tax assets and uncertain
tax liabilities

The Group is subject to income taxes in a number of jurisdictions.
Significant judgment is required in determining the income tax in
the consolidated financial statements, including assessments of
recognised deferred tax assets and uncertain tax liabilities.

Deferred tax assets are recognised to the extent it is probable
that the Group will have future taxable income against which they
can be utilised. Extensive assessments must be made to deter-
mine the amount which can be recognised, included the expected
time of utilisation, the level of profits computed for tax purposes as
well as strategies for tax planning and the existence of taxable
temporary differences.

There will be uncertainty related to the final tax liability for
many transactions and calculations. The Group recognises
liabilities related to the future outcome of tax disputes based on
estimates of changed income taxes. When assessing the uncertain
tax liabilities to be recognised in the balance sheet, the probability
of the liability arising is considered. If the final outcome of the tax
disputes deviates from the amounts recognised in the balance
sheet, the deviations will impact the income tax expense in the
income statement for the applicable period.

The table below presents the effects on DNB’s consolidated financial statement resulting from the changes in the regulations on annual
accounts for non-life and life insurance companies, as described in item 3 Changes in accounting principles.

Income statement DNB Group
Full year 2015
Amounts in NOK million Reported Effect Restated
Net financial result, DNB Livsforsikring (1251) (1251)
Net insurance result, DNB Forsikring 521 13 534
Taxes (7 045) (3) (7 048)
Profit for the period 24 762 10 24 772
Balance sheet DNB Group
31 December 2015 1 January 2015
Amounts in NOK million Reported Effect Restated Reported Effect R )|
Liabilities to life insurance policyholders in DNB Livsforsikring 208 949 (223) 208 726 216 799 (222) 216 577
Insurance liabilities, DNB Forsikring 2085 (239) 1846 1964 (226) 1738
Deferred taxes 7 556 116 7672 6018 112 6 130
Equity DNB Group
31 December 2015 1 January 2015
Amounts in NOK million Reported Effect Restated Reported Effect Restated
Total equity 190 078 347 190 425 158 723 337 159 060
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NOTE 2 Segments

Financial governance in DNB is adapted to the different customer segments. The follow-up of total customer relationships and segment profita-
bility are two important dimensions when making strategic priorities and deciding where to allocate the Group’s resources. Special product areas
are responsible for production and development for parts of the product range and for ensuring that the Group meets the needs of the various
customer segments. Reported figures for the different segments will reflect the Group’s total sales of products and services to the relevant cus-
tomer segments.

Personal customers - includes the Group’s total products and activities to private customers in all channels, both digital and physical,
with the exception of home mortgages recorded under Traditional pension products, where returns accrue to the
policyholders. DNB offers a wide range of products through Norway’s largest distribution network, comprising
branches, telephone banking (24/7), digital banking, real estate broking as well as external channels (post
offices and in-store postal and banking outlets).

Small and medium-sized - is responsible for product sales and advisory services to small and medium-sized enterprises in Norway.

enterprises Customers in this segment range from small businesses and start-up companies to relatively large corporate
customers, and the product offerings are adapted to the customers’ different needs. Small and medium-sized
enterprises are served through the Group’s physical distribution network throughout Norway as well as digital
and telephone banking (24/7).

Large corporates and - includes large Norwegian and international corporate customers and all customers served by DNB’s subsidiary
international customers banks in the Baltics and Poland. Operations are based on sound industry expertise and long-term customer
relationships.

Trading - includes market making and other trading activities in fixed income, currencies and commaodities (FICC) as well
as equities, including risk management of the risk inherent in customer transactions. Markets’ trading activities
support the customer activities.

Traditional pension - includes traditional defined-benefit pension products in DNB Livsforsikring and assets related to these products.
products DNB no longer offers such products to new customers.

The income statement and balance sheet for the segments have been prepared on the basis of internal financial reporting for the functional
organisation of the DNB Group into segments, as reported to group management (chief operating decision maker) for an assessment of current
developments and the allocation of resources. Figures for the segments are based on the group's accounting principles and DNB'’s
management model. Allocation of costs and capital between segments involves a number of assumptions, estimates and discretionary
distributions.

Capital allocated to the segments is calculated on the basis of the Group’s common equity Tier 1 capital and long-term capitalisation ambition.
There are special capital adequacy regulations for insurance operations, and in these companies, allocated capital corresponds to recorded
equity. For other group operations, the allocation of capital to all units is based on the Group’s adaptation to Basel Il with capital requirement
related to credit risk, markets risk and operational risk. The allocation of credit risk is based on the Group’s internal measurement of risk-
adjusted capital requirements for credit. Capital requirements for market risk are allocated directly in accordance with risk-weighted volume,
and operational risk is allocated based on the respective units’ total income.
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Income statement DNB Group
Small and Large corporates Traditional Other
Personal medium-sized and international pension operations/ DNB
customers enterprises customers Trading products eliminations " Group
Amounts in NOK million 2016 2015 2016 2015 2016 2015 2016 2015 2016 2015 2016 2015 2016 2015
Net interest income 13269 13697 6 359 6131 14 301 15198 28 89 153 243 34110 35358
Net other operating income 4920 4 895 1969 1729 6143 6 083 2976 1503 1214 622 831 3817 18 053 18 648
Total income 18 189 18 593 8327 7 860 20 444 21280 3 004 1592 1214 622 984 4059 52 163 54 006
Total operating expenses (8523) (8698) (3018) (2738) (6806) (6907) (547) (504) (421) (464) 159 1698 (19155) (17 612)
Deprecation and impairment of
fixed and intangible assets (175) (179) (339) (340)  (1051)  (1146) (1) 2 (14) (13) (598) (618)  (2177)  (2298)
Total operating expenses (8698) (8877) (3356) (3078) (7856) (8053) (548) (505) (435) (477) (438) 1080 (21333) (19910)
Pre-tax operating profit before
impairment 9491 9716 4971 4782 12 588 13 227 2455 1087 779 145 546 5140 30 830 34 096
Net gains on fixed and intangible
assets (0) 0 2 (2) 24 53 (44) (7) (19) 45
Impairment of loans and
guarantees 392 939 (1082) (1068) (6734) (2108) (0) (33)  (7424) (2270)
Profit from repc d operations 6 3 8 (67) (14) 64
Pre-tax operating profit 9883 10655 3896 3715 5886 11105 2455 1087 779 145 488 5164 23387 31871
Tax expense (2471)  (2877) (974) (1003) (1589) (3221) (614) (283) 4 766 1504 (432) (4 140) (7 048)
Profit from operations held for sale,
after taxes (1) 2 3 2 (53) 4 (51)
Profit for the year 7411 7780 2922 2712 4 300 7 885 1841 804 783 912 1994 4 680 19 251 24772
1)  See the tables below for more information about other operations/eliminations.
2) See note 10 Impairment of loans and guarantees for principal customer groups for an analysis of the gross change in impairment for the Group.
Balance sheets DNB Group
Small and Large corporates Traditional Other
Personal medium-sized and international pension operations/ DNB
customers enterprises customers Trading products eliminations Group
Amounts in NOK billion 311216 311215  31.12.16 311215 311216 311215 311216  31.1215  31.12.16  31.12.15  31.12.16  31.1215  31.12.16 _ 31.12.15
Loans to customers "% 718 685 233 220 521 570 30 33 39 28 (31) 6 1509 1543
Assets held for sale 0 0 0 52 0 53 0
Other assets 65 64 65 55 139 126 1240 1241 163 174 (580) (604) 1092 1056
Total assets 783 749 297 275 660 696 1270 1274 202 202 (559) (598) 2653 2599
Assets under management 47 45 20 19 179 229 22 16 267 308
Total combined assets 830 794 318 294 838 925 1270 1274 202 202 (537) (582) 2921 2907
Deposits from customers N2 397 393 190 167 379 380 14 13 (45) 9) 935 944
Liabilities held for sale (0) 41 0 41 0
Other liabilities 346 324 83 88 195 246 1249 1253 182 184 (585) (631) 1471 1464
Total liabilities 744 716 273 255 574 627 1263 1266 182 184 (589) (640) 2447 2408
Allocated capital 3 39 33 25 20 85 69 7 7 20 18 30 42 206 190
Total liabilities and equity 783 749 297 275 660 696 1270 1274 202 202 (559) (598) 2653 2599

1) Loans to and deposits from customers in the Baltics are included under Large corporates and international customers in spite of being reclassified as asset and
liabilities held for sale in August 2016. The reclassification is reflected under Other operations/eliminations. Reclassified loans amounted to NOK 45.0 billion and

deposits to NOK 36.5 billion.

2) Loans to customers include accrued interest, impairment and value adjustments. Correspondingly, deposits from customers include accrued interest and
value adjustments. In November 2015, a portfolio of home mortgages amounting to approximately NOK 20 billion was sold from DNB Boligkreditt to DNB
Livsforsikring, and in November 2016, mortgages representing an additional NOK 5 billion were sold. In the fourth quarter of 2016, commercial mortgages
amounting to NOK 2.6 billion and 4.5 billion, respectively, were sold from DNB Neeringskreditt and DNB Bank to DNB Livsforsikring.

3) Allocated capital for the segments is calculated based on the external capital adequacy requirement (Basel Ill) which must be met by the Group. The capital
allocated in 2016 corresponds to a common equity Tier 1 capital ratio of 17.2 per cent compared to 14.5 per cent in 2015. Recorded capital is used for the

Group.
Key figures DNB Group
Small and Large corporates Traditional Other
Personal medium-sized and international pension operations/ DNB
customers enterprises customers Trading products eliminations Group
Per cent 2016 2015 2016 2015 2016 2015 2016 2015 2016 2015 2016 2015 2016 2015
Cost/income ratio 47.8 47.7 40.3 39.2 38.4 37.8 18.3 31.7 35.9 76.7 40.9 36.9
Ratio of deposits to loans as at
31 December * 55.4 57.3 81.4 75.8 72.9 66.8 62.0 61.2
Return on allocated capital 3 18.4 23.0 11.9 12.7 5.0 111 25.4 11.2 4.0 5.1 10.1 14.5

1) Total operating expenses relative to total income.

2) Deposits from customers relative to loans to customers.
3) Allocated capital for the segments is calculated based on the external capital adequacy requirement (Basel Ill) which must be met by the Group. Recorded

capital is used for the Group.
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NOTE 2 Segments (continued)

Other operations/eliminations

Other operations/eliminations include IT and Operations, HR (Human Resources), Group Finance including Group Treasury, Risk Management,
Corporate Communications, the partially owned company Eksportfinans, investments in IT infrastructure and shareholder-related costs. In
addition, Other operations/eliminations include that part of the Group’s equity that is not allocated to the segments. Profits from repossessed
operations which are fully consolidated in the DNB Group are presented net under "Profit from repossessed operations” in the internal reporting
of segments. The acquired companies and all intra-group eliminations are included in Other operations/eliminations.

Pre-tax operating profit DNB Group
Amounts in NOK million 2016 2015
Unallocated interest income. (265) (83)
Income from equity investments (see note 21) 36 124
Mark-to-market adjustments on financial instruments (see note 21) 436 990
Basis swaps (see note 21) (542) 2685
Profit from associated companies 1190 (45)
Net gains on investment properties 34 312
Profit from repossessed operations (14) 64
Ownership-related expenses (costs relating to shareholders, investor relations, strategic planning etc.) (465) (408)
Unallocated personnel expenses (see note 22) n (136) 1450
Unallocated IT and Operations expenses 205 278
IT restructuring (234)
Reversal of provisions (see note 23) 24 46
Impairment of fixed assets and value adjustments on investments properties 34 (60)
Other (47) 44
Pre-tax operating profit 488 5164

1)  Of wich an unallocated non-recurring effect on pension expenses of NOK 1 778 million in 2015.

Geographic areas

Income statement DNB Group
International DNB
operations Norway Group
Amounts in NOK million 2016 2015 2016 2015 2016 2015
Net interest income 7 863 8321 26246 27037 34110 35358
Net other operating income 2 851 4132 15 202 14 516 18 053 18 648
Total income 10714 12 453 41 449 41 553 52 163 54 006
Balance sheet items DNB Group
International DNB
operations Norway Group
Amounts in NOK billion 311216 311215 311216 311215  31.12.16 _ 31.12.15
Loans to customers 218 293 1291 1249 1509 1543
Total assets 308 335 2345 2263 2653 2599
Guarantees 35 37 63 74 99 110

Product information
See note 18 Net interest income, note 19 Interest rates on selected balance sheet items, note 20 Net commission and fee for further information
on products.
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NOTE 3 Capitalisation policy and capital adequacy

The DNB Group aims to maintain a management buffer of approximately 1.0 percentage point in addition to the total regulatory common equity
Tier 1 (CET1) capital ratio. The object of the management buffer is to cushion against fluctuations in risk-weighted assets and earnings that can
occur as a result of, for example, exchange rate movements or changes in credit spreads, and thereby enable the Group to maintain normal
growth in lending and a predictable dividend policy. At year-end 2016, the total regulatory CET1 capital ratio requirement was 14.7 per cent.
DNB'’s internal target was 15.7 per cent. The capitalisation targets relate to the Group’s risk-weighted assets at any given time. Norwegian
banks are subject to a transitional rule for capital adequacy calculations, which stipulates that total risk-weighted assets cannot be reduced
below 80 per cent of the corresponding figure calculated according to the Basel | regulations.

At year-end 2016, the DNB Group had a CET1 capital ratio of 16.0 per cent and a capital adequacy ratio of 19.5 per cent, compared with 14.4
per cent and 17.8 per cent, respectively, a year earlier. Risk-weighted assets came to NOK 1 051 billion at year-end 2016, compared with NOK
1 129 billion the year before. The Basel | floor for risk-weighted assets applies to DNB and reduced the CET1 capital ratio by 1.6 percentage
points relative to calculations based on the Basel Ill rules at year-end 2016.

The DNB Bank Group had a CET1 capital ratio of 15.7 per cent and a capital adequacy ratio of 20.0 per cent at year-end 2016, compared with
14.3 and 17.9 per cent, respectively, a year earlier.

DNB Bank ASA had a CET1 capital ratio of 19.1 per cent at year-end 2016, compared with 15.1 per cent a year earlier. The capital adequacy
ratio was 24.8 per cent at year-end 2016, compared with 19.3 per cent a year earlier.

At year-end 2016, DNB Boligkreditt AS had a CET1 capital ratio of 16.0 per cent and a capital adequacy ratio of 18.0 per cent, calculated
according to the transitional rules for risk-weighted assets. If the transitional rules were not applied, DNB Boligkreditt's CET1 capital ratio and
capital adequacy ratio would have been 19.6 and 22.1 per cent, respectively, at year-end 2016.

As a supplement to the risk-weighted capital adequacy regime, the Basel Committee introduced a new capital measure, "leverage ratio” or non-
risk based CET1 capital ratio. The Basel Committee recommended mandatory disclosure of this ratio as from 2015, and a minimum leverage
ratio requirement as of 2018. In line with the Basel Committee’s recommendation, the European Commission has recommended the introduc-
tion of a minimum requirement of 3 per cent. The Norwegian Ministry of Finance has set a minimum requirement for the leverage ratio in
financial institutions and investment firms in Norway that will enter into effect as of 30 June 2017, calculated on the basis of CET1 capital
including additional Tier 1 capital. The basis of calculation consists of assets and off-balance sheet items converted by means of the conversion
factors used in the standardised approach for calculating ordinary capital adequacy. In addition, some special adjustments are made for deriva-
tives and repo transactions. Insurance operations are not included. The definitions of capital and the basis of calculation are in conformity with
international rules. The Norwegian leverage ratio requirement consists of a minimum requirement of 3 per cent that will apply to all financial
institutions, a mandatory 2 per cent buffer for banks and an additional mandatory buffer of 1 per cent for systematically important banks. DNB is
the only institution in Norway that will be required to have a leverage ratio of 6 per cent. The DNB Group calculates its leverage ratio in accor-
dance with the revised article 429 of the CRR, and the European Commission Regulation that entered into force on 18 January 2015. At year-
end 2016, the Group’s leverage ratio was 7.3 per cent, up from 6.7 per cent a year earlier. DNB meets the minimum requirement of 6 per cent
by a wide margin.

The new rules for the capitalisation of insurance companies in Norway and Europe, Solvency Il, entered into effect on 1 January 2016. DNB
Livsforsikring had a solvency margin of 152 per cent at year-end 2016 calculated without the use of transitional rules, and 211 per cent calcu-
lated according to the transitional rules. A year earlier, the corresponding pro forma ratios were 113 per cent without the use of transitional rules
and 192 per cent when the transitional rules were applied. At end-December 2016, the remaining required increase in reserves for higher life
expectancy was NOK 0.5 billion. The equity component of the required increase in reserves has already been recorded, whereby the remaining
amount must be covered by policyholders’ interest result in excess of the guaranteed return. See note 17 Insurance risk.
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NOTE 3 Capitalisation policy and capital adequacy (continued)

Capital adequacy

Capital adequacy is calculated and reported in accordance with the EU capital requirements regulations for banks and investment firms (CRD
IV/CRR). On 18 December 2015, the Ministry of Finance approved new regulations on consolidation etc. in cross-sectoral groups. The changes
became effective on 31 January 2016 and are adapted to the EU regulations, reflecting the entry into force of Solvency Il on 1 January 2016.
The regulatory consolidation deviates from consolidation in the accounts and comprises the parent company, subsidiaries and associated
companies within the financial sector, excluding insurance companies. Associated companies are consolidated pro rata.

Primary capital DNB Bank ASA DNB Bank Group DNB Group
31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec.
Amounts in NOK million 2016 2015 2016 2015 2016 " 2015
Total equity 168 104 151 533 190 078 173 412 206 423 190 078
Effect from regulatory consolidation (181) (541) (5795) (541)
Non-eligible capital, insurance (403)
Additional Tier 1 capital instruments included in total equity (15 574) (8 053) (15 574) (8 053) (15 574) (8 053)
Net accrued interest on additional Tier 1 capital instruments (284) (219) (284) (219) (284) (219)
Common equity Tier 1 capital instruments 152 246 143 261 174 039 164 599 184 770 180 863
Deductions
Pension funds above pension commitments (38) (38) (38)
Goodwill (2 900) (3012) (2 951) (3 029) (4 656) (4 763)
Deferred tax assets that are not due to temporary differences (224) (195) (482) (640) (482) (640)
Other intangible assets (699) (663) (946) (1075) (946) (1241)
Dividends payable etc. (5 084) (5 000) (9 284) (7 330)

Significant investments in financial sector entities

Expected losses exceeding actual losses,

IRB portfolios (6) (1383) (153) (2 309) (153) (2 309)
Value adjustments due to the requirements for prudent valuation
(AVA) (479) (671) (786) (1 055) (786) (1 055)
Adjustments for unrealised losses/(gains) on debt recorded
at fair value 107 (15) (90) (412) (90) (412)
Adjustments for unrealised losses/(gains) arising from the
institution's own credit risk related to derivative liabilities (DVA) (580) (785) (159) (150) (159) (150)
Minimum requirement reassurance allocation (7)
Common Equity Tier 1 capital 147 467 136 499 163 389 150 889 168 214 162 906
Additional Tier 1 capital instruments 17 471 10 267 17 471 10 267 17 471 10 267
Non-eligible Tier 1 capital, DNB Group 2 (176)
Tier 1 capital 164 938 146 766 180 860 161 156 185 509 173 173
Perpetual subordinated loan capital 5602 5702 5602 5702 5602 5702
Term subordinated loan capital 21249 22185 21249 22185 21249 22185
Deduction of holdings of Tier 2 instruments in
DNB Livsforsikring and DNB Forsikring (5 750)
Non-eligible Tier 2 capital, DNB Group 2 (1.440)
Tier 2 capital 26 851 27 887 26 851 27 887 19 661 27 887
Total eligible capital 191 789 174 653 207 711 189 043 205 170 201 060
Risk-weighted volume, transitional rules 773 244 906 084 1040 888 1056 731 1051 498 1129373
Minimum capital requirement, transitional rules 61 860 72 487 83 271 84 539 84 120 90 350
Common Equity Tier 1 capital ratio, transitional rules (%) 19.1 15.1 15.7 14.3 16.0 14.4
Tier 1 capital ratio, transitional rules (%) 21.3 16.2 17.4 15.3 17.6 15.3
Capital ratio, transitional rules (%) 24.8 19.3 20.0 17.9 19.5 17.8

1) As from the first quarter of 2016, DNB Livsforsikring and DNB Forsikring are not included in the regulatory consolidation for the DNB Group. With effect from the
first quarter of 2016, deductions are also made for significant investments in financial sector entities if they each exceed 10 per cent of common equity Tier 1
capital. The amounts that are not deducted are given a risk weight of 250 per cent. In addition, the holdings of Tier 2 instruments in DNB Livsforsikring and DNB
Forsikring are deducted from the Group’s Tier 2 capital.

2) Tier 1 and Tier 2 capital in DNB Bank ASA not included in consolidated own funds, in accordance with Articles 85-88 of the CRR.
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NOTE 3 Capitalisation policy and capital adequacy (continued)

Basel Il

The majority of the credit portfolios are reported according to the IRB approach. However, one portfolio, banks and financial institutions (DNB
Bank) is still subject to final IRB approval from Finanstilsynet. The portfolio Large corporate clients rated by simulation models (DNB Bank) was

approved in December 2015.

Specification of risk-weighted volume and capital requirements DNB Group
Average
Nominal risk weights Risk- Capital Capital
exposure EAD " in per cent volume requirements requirements
Amounts in NOK million 31 Dec. 2016 31 Dec. 2016 31 Dec. 2016 31 Dec. 2016 31 Dec. 2016 31 Dec. 2015
IRB approach
Corporate 1039 384 842 921 48.4 407 740 32619 33421
Specialised Lending (SL) 8825 8517 52.3 4 456 356 468
Retail - mortgage loans 706 195 706 195 221 155 814 12 465 12 241
Retail - other exposures 112 484 92 484 25.7 23 759 1901 1965
Securitisation 12 760 12 760 91.8 11718 937 1201
Total credit risk, IRB approach 1879 648 1662878 36.3 603 487 48 279 49 295
Standardised approach
Central government 55 426 69 760 0.1 84 7 33
Institutions 147 549 99 864 24.9 24 858 1989 2230
Corporate 160 608 127 538 85.9 109 582 8 767 9657
Retail - mortgage loans 51 665 49 631 455 22 559 1805 1764
Retail - other exposures 122 926 48 737 75.4 36 742 2939 2642
Equity positions 19712 19711 229.8 45 291 3623 276
Securitisation 1760 1160 44.6 518 41 60
Other assets 15210 15210 69.7 10 594 848 535
Total credit risk, standardised approach 574 857 431611 58.0 250 228 20 018 17 195
Total credit risk 2 454 505 2094 488 40.8 853 714 68 297 66 490
Market risk
Position risk, debt instruments 14 615 1169 1141
Position risk, equity instruments 310 25 36
Currency risk
Commodity risk 72 6 3
Credit value adjustment risk (CVA) 6 131 490 513
Total market risk 21128 1690 1693
Operational risk 83 370 6 670 6 670
Net insurance, after eliminations 6 464
Total risk-weighted volume and capital requirements before transitional rule 958 212 76 657 81317
Additional capital requirements according to transitional rule 2 93 285 7 463 9033
Total risk-weighted volume and capital requirements 1051 498 84 120 90 350

1) EAD, exposure at default.

2) Due to transitional rules, the minimum capital adequacy requirements cannot be reduced below 80 per cent of the corresponding figure calculated according to

the Basel | regulations.
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NOTE 4 Risk management

Risk management in DNB

The Board of Directors of DNB ASA has a clearly stated goal to maintain a low overall risk profile and to maintain an AA level rating for ordinary
long-term debt. The profitability of DNB will depend on the ability to identify, manage and accurately price risk arising in connection with financial
services.

Organisation and authorisation structure

Board of Directors. The Board of Directors of DNB ASA sets long-term targets for the Group’s risk profile. The risk profile is operationalised
through the risk management framework, including the establishment of authorisations. Risk-taking should take place within established
limits.

Authorisations. Authorisations must be in place for the extension of credit and for position and trading limits in all critical financial areas.

All authorisations are personal. Authorisations and group limits are determined by the Board of Directors and can be delegated in the
organisation, though any further delegation requires approval by an immediate superior.

Annual review of limits. Risk limits are reviewed at least annually in connection with budget and planning processes.

Independent risk management functions. Risk management functions and the development of risk management tools are undertaken by
units that are independent of operations in the individual business areas.

Monitoring and use

Accountability. All executives are responsible for risk within their own area of responsibility and must consequently be fully updated on the
risk situation at all times.

Risk reporting. Risk reporting in the Group ensures that all executives have the necessary information about current risk levels and future
developments. To ensure high-quality, independent risk reports, responsibility for reporting is assigned to units that are independent of the
operative units.

Capital assessment. A summary and analysis of the Group's capital and risk situation is presented in a quarterly risk report to DNB ASA's
Board of Directors.

Use of risk information. Risk is an integral part of the management and monitoring of business areas. Risk-adjusted return is reflected in
product pricing, profit calculations and in monitoring performance in the business areas.

Relevant risk measures

Risk appetite. DNB monitors risk through defined targets and limits. The risk appetite framework consists of 17 statements covering the risk
dimensions which are considered to be significant for the DNB Group, and which added up give a good view of the total risk.

Developments in the target figures are monitored and reported monthly to the group management team and quarterly to DNB’s Board of
Directors. See separate paragraph on risk appetite.

A common risk measure for the Group. The Group's risk is measured in the form of economic capital, calculated for all of the Group's
business areas and main risk categories, with the exception of liquidity risk. See separate paragraph on economic capital.

Supplementary risk measure. In addition, risk is followed up through supplementary risk measures adapted to operations in the various
business areas, for example monitoring of positions relative to limits, key figures and portfolio risk targets.

Risk categories
In DNB, risk is divided into six main categories which are subject to special measurement and monitoring.

Credit risk is the risk of financial losses due to failure on the part of the Group’s customers to meet their payment obligations. Credit risk
refers to all claims against customers, principally loans, but also obligations related to other approved credits, guarantees, fixed-income
securities, undrawn credits and interbank deposits. Counterparty risk is also a type of credit risk and arises through derivative trading.

Market risk is the risk of losses due to unhedged positions in the foreign exchange, interest rate, commodity and equity markets. The risk
arises in consequence of fluctuations in profits due to changes in market prices or exchange rates. Market risk includes both risk that arises
through ordinary trading activities and risk that arises as part of banking activities and other business operations. In addition, market risk
arises in DNB Livsforsikring AS, reflecting the risk that the return on financial assets will not be sufficient to meet the obligations specified in
insurance policies.

Operational risk is the risk of losses due to deficiencies or errors in internal processes and systems, human errors or external events.
Operational risk also includes compliance risk, legal risk, conduct risk and IT risk. Compliance risk is the risk of losses in consequence of
the violation of laws and regulations. Legal risk is related to the documentation and interpretation of contracts and different legal practices
in countries where the bank has operations. Conduct risk is defined as the existing or potential risk of losses related to improper deliveries
of financial services or losses resulting from generally reprehensible conduct.

Insurance risk is incurred by DNB Livsforsikring AS and DNB Forsikring AS and is related to changes in future insurance obligations. Within
life insurance, such risk reflects changes in policyholders’ life expectancy and disability rates. Within non-life insurance, insurance risk is
related to the frequency and size of future claims payments.
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= Liquidity risk is the risk that the Group will be unable to meet its obligations as they fall due, and the risk that the Group will be unable to
meet its liquidity obligations without a substantial rise in appurtenant costs. Liquidity is vital to financial operations. This risk category will
often be conditional in the respect that it will not materialise until other events give rise to concern regarding the Group’s ability to meet its
obligations.

. Business risk relates to fluctuations in profits due to changes in external factors such as the market situation, government regulations or
the loss of income due to a weakened reputation. Reputational risk is often a consequence of other risk categories. The Group’s business
risk is primarily handled through the strategy process and ongoing efforts to safeguard and improve the Group’s reputation. When
determining and following up the Group’s risk appetite, reputational risk is defined as a separate risk dimension. Reputational risk is
followed up by monitoring media coverage, while the competitive situation is followed up by analysing market trends and developments in
market shares.

In addition to the above-mentioned risk categories the Group is exposed to strategic risk, which can be defined as the risk of a decline in profits
if the Group fails to exploit existing strategic opportunities. The Group’s strategic risk is not measured or reported individually, but is discussed
as part of the annual strategy process.

Risk appetite

The Board of Directors of DNB ASA sets long-term targets for the risk profile through the risk appetite framework. The risk appetite framework
aims to ensure that risk is managed and integrated with the Group’s governance processes. The risk appetite framework should provide a
holistic and balanced view of the risk in the business. In 2016, the framework consisted of 17 statements. To support the framework a set of
governance principles and operational procedures and responsibilities within the DNB Group have been defined. The targeted risk profile will
also be reflected in other parts of the risk management, including the establishment of authorisations and business limits. The risk appetite
framework will be reviewed at least annually. The Board of Directors also regularly reviews risk levels, the framework structure and the reporting
of relevant risk categories.

The limits in the risk appetite framework are operationalised in the business areas and support units. In the Group’s governance system, the risk
appetite framework is implemented in the form of target figures for selected risk indicators. The risk indicators will typically take the form of limits
(for quantifiable risk) or qualitative assessments of the risk level. They do not need to be based on the same measurement parameters as the
ones used at group level, though they must support the same risk types and show the same trend. Continual monitoring of these target figures
will ensure that the risks that are considered to be the most significant are also subject to monitoring and discussion in operative units in the
organisation.

Economic capital for the DNB Group

Economic capital is a measure of the risk of losses generated by various business operations. Economic capital makes it possible to compare
risk across risk categories. Average losses over a normal business cycle represent expected costs which should primarily be covered through
correct pricing of the Group's products. Economic capital should cover unexpected losses. The quantification of economic capital is based on
statistical probability calculations for the various risk categories on the basis of historical data. DNB has stipulated that economic capital should
cover 99.97 per cent of potential losses within a one-year horizon. This level is in accordance with an AA level rating target for the ordinary long-
term debt in DNB Bank ASA.

DNB quantifies economic capital for the following risk categories: credit risk, market risk, market risk in life insurance, insurance risk, risk in non-
life insurance, operational risk and business risk. A significant diversification or portfolio effect arises when the various risks are considered
together, as it is unlikely that all losses will occur at the same time. An economic downturn will normally have a negative effect on most areas,
but there will be a diversification effect, as not all areas will be hit equally hard. The diversification effect between risk categories and business
areas implies that the Group's economic capital will be much lower than if the business areas had been independent companies.

At end-December 2016, net economic capital for the Group was estimated at NOK 73.0 billion, a reduction of NOK 2.7 billion from end-
December 2015.

More about risk in DNB Livsforsikring AS

Risk in DNB Livsforsikring AS includes market, insurance, credit, operational and business risk. Market and insurance risk in life insurance
comprises the risk that the return on financial assets will not be sufficient to meet the obligations specified in insurance policies and the risk
related to changes in future insurance payments due to changes in life expectancy and disability rates.

According to current parameters for life insurance operations in Norway, DNB Livsforsikring carries the risk of fulfilling the company's commit-
ments in contracts with policyholders. The return on financial assets must be sufficient to meet the guaranteed annual return to the company's
policyholders. If this is not the case, additional allocations will have to be used, representing buffer capital built up from profits in previous years.
Alternatively, the shortfall could be charged to equity.

Risk management in DNB Livsforsikring is part of the company's strategy, which has been approved by the Board of Directors. Through regular
assessments by the Group's Asset and Liability Committee, ALCO, the risk situation in DNB Livsforsikring is reviewed relative to the Group’s
overall risk profile. DNB Livsforsikring's chief executive officer and Board of Directors are to help ensure that DNB Livsforsikring’s risk manage-
ment and strategy are consistent with the Group’s risk profile. The Risk Analysis and Control unit is responsible for reporting, monitoring and
follow-up of total risk in DNB Livsforsikring and is organised independent of the Group's financial management and business areas.
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Concentrations of risk

Concentrations of financial risk arise when financial instruments with identical characteristics are influenced in the same way by changes in
economic or other factors. The identification of risk concentrations is subject to discretionary assessment. The general purpose of risk manage-
ment in the Group is to reduce and control risk concentrations. The Group aims to avoid large credit risk concentrations, including large expo-
sures to a customer or customer group as well as clusters of loans in high-risk categories, industries and geographical areas, see notes 2, 6 and
7. Total credit risk as at 31 December 2016 is presented in note 5. With respect to market risk, concentration risk is restricted by limits ensuring
that exposure is divided among a number of instruments, securing sound diversification to meet changes in share prices, exchange rates, com-
modity prices and interest rate levels. Concentrations of interest rate risk are presented in note 13. Currency risk is specified in note 14. The
Group's largest investments in shares, mutual funds and equity certificates are specified in note 31. The Group has not identified material risk
concentrations apart from in its core operations, including strategic priority areas, which are referred to above.

NOTE 5 Credit risk

Credit risk or counterparty risk is the risk of financial losses due to failure on the part of the Group's customers/counterparties to meet their
payment obligations towards DNB. Credit risk refers to all claims against customers/counterparties, mainly loans, but also commitments in the
form of other extended credits, guarantees, interest-bearing securities, unutilised credit lines, interbank deposits and loan offers, as well as
counterparty risk arising through trading in currency and interest rate derivatives. In addition, counterparty risk is a major element of the
settlement risk that arises in connection with payment transfers and the settlement of contracts.

Credit risk also includes concentration risk, including risk relating to large exposures to a particular customer, as well as clusters of loans in
geographical areas or industries or to homogeneous customer groups. Residual risk is the risk that the collateral backing a loan is less effective
than expected. Credit risk management and measurement is described in further detail in the Risk and Capital Management (Pillar 3) report.
The group guidelines for credit activity are approved by the Boards of Directors of DNB. The principal objective of credit activity is to ensure that
the quality and composition of the loan portfolio provide a good basis for the Group’s short and long-term profitability. The quality of the portfolio
should be consistent with DNB’s aim of maintaining a low risk profile. See also note 4 Risk management, in which credit risk for the Group is
quantified in the form of risk-adjusted economic capital.

The maximum credit risk exposure will be the carrying amount of financial assets plus unrecorded exposure, which mainly includes guarantees,
unutilised credit lines and loan offers. Guarantees, unutilised credit lines and loan offers are specified in note 52 Off-balance sheet transactions
and contingencies. The maximum credit risk exposure and related collateral are shown below.

”m



Directors' report and annual accounts
Annual accounts DNB Group

NOTE 5 Credit risk (continued)

Credit risk exposure and collateral as at 31 December 2016 DNB Group
Maximum
exposure to Secured by Collateralised Other
Amounts in NOK million credit risk real estate by securities collateral "
Deposits with central banks 207 279
Due from credit institutions 176 442 153 938 23
Loans to customers 1509 078 923 366 50 295 331562
Commercial paper and bonds 390 649
Financial derivatives 157 940 919 90 465
Other assets 35 653
Total maximum exposure to credit risk reflected on the balance sheet 2477 041 923 366 205 152 422 050
Guarantees 91874 8753 162 33708
Unutilised credit lines and loan offers 606 055 79 219 92 78 869
Other commitments 5345 18
Total maximum exposure to credit risk not reflected on the balance sheet 703 274 87 972 255 112 595
Total 3180 314 1011338 205 407 534 645
Credit risk exposure and collateral as at 31 December 2015 DNB Group
Maximum
exposure to Secured by Collateralised Other
Amounts in NOK million credit risk real estate by securities collateral "
Deposits with central banks 16 911
Due from credit institutions 301 216 279 056 44
Loans to customers 1542 744 903 408 44 559 348 848
Commercial paper and bonds 394 919 331
Financial derivatives 203 029 1675 86 829
Other assets 24 913
Total maximum exposure to credit risk reflected on the balance sheet 2483732 903 408 325 291 436 052
Guarantees 98 548 11077 227 31710
Unutilised credit lines and loan offers 598 132 61667 97 91 169
Other commitments 4 841
Total maximum exposure to credit risk not reflected on the balance sheet 701 521 72745 324 134 960
Total 3185 253 976 153 325615 571012

1) Other collateral includes the assessed fair value of movables, sureties, ships and cash as well as other credit enhancements, such as netting agreements and

guarantees received.

The table above includes on and off-balance sheet items which entail credit risk and the assessed value of related collateral. If available, fair
values are used. In general, fair values are estimated according to different techniques depending on the type of collateral. With respect to
properties, models estimating the value of collateral based on market parameters for similar properties, are used. Corresponding techniques are
used for other non-financial collateral. In order to reflect the effective available collateral value, the fair value of collateral included in the table is

limited to the maximum credit exposure of the individual loan or exposure.

Comments to the main items as at 31 December 2016:

= Deposits with central banks: Deposits with Norges Bank totalled NOK 15 822 million. DNB engages only in short-term transactions with

central banks outside Norway, mainly in OECD countries.

= [oans to customers: See further description under "Guidelines for credit activity" on the following page.

. Commercial paper and bonds: See further description under "Credit exposure of other financial assets".

. Financial derivatives: Other collateral represents netting opportunities against other outstanding balances with customers and cash

collateral received.

. Guarantees: See further description under "Guidelines for credit activity".

= Unutilised credit lines and loan offers: Offers of loans, credits and credit lines totalling NOK 110 435 million were included in the maximum
credit exposure. No formal collateral has been established for such exposure, and the assessed value is not included in the table.
Collateral is established once the offers are accepted by the customers. The assessment of the value of any collateral established in

connection with such offers follows the procedure and criteria described under "Guidelines for credit activity".
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Credit risk exposure of loans and commitments
Notes 6 and 7 show the Group’s credit risk exposure for principal customer groups and according to geographic location. Notes 8 through 11
show impaired loans and guarantees and impairment of loans and guarantees.

Classification of loans and commitments

DNB’s internal models for risk classification of customers are subject to continual improvement and testing. The models are adapted to different
industries and segments and are regularly upgraded to ensure that the variables used in the models have high explanatory power at all times
based on key risk drivers for the individual parameters included in the models. DNB has been granted permission to use IRBA models in capital
adequacy calculations. The same models are used in calculations of capital requirements and in risk management.

All corporate customers granted credit must be classified according to risk in connection with every significant credit approval and, unless
otherwise decided, at least once a year. In the personal banking market, where there is a large number of customers, the majority of credit
decisions should be made on the basis of automated scoring and decision support systems. Risk classification should reflect long-term risk
associated with each customer and the customer’s credit commitment.

The risk classification systems are used as decision support, monitoring and reporting. The risk parameters used in the classification systems
are an integrated part of the credit process and ongoing risk monitoring, including the follow-up of credit strategies.

Probability of default, PD, is used to measure quality. The bank divides its portfolio into ten risk classes based on the probability of default for
each credit commitment.

DNB's risk classification " Probability of default
(per cent) External rating
Risk class As from Up to Moody's Standard & Poor's
1 0.01 0.10 Aaa - A3 AAA - A-
2 0.10 0.25 Baa1 —Baa2 BBB+ - BBB
3 0.25 0.50 Baa3 BBB-
4 0.50 0.75 Ba1 BB+
5 0.75 1.25 Ba2 BB
6 1.25 2.00
7 2.00 3.00 Ba3 BB-
8 3.00 5.00 B1 B+
9 5.00 8.00 B2 B
10 8.00 impaired B3, Caa/C B-, CCC/C

1) DNB's risk classification system, where 1 represents the lowest risk and 10 the highest risk.

Loans and commitments according to risk classification DNB Group
Gross loans Guarantee Unutilised Total loans and
Amounts in NOK million to customers commitments credit lines commitments

Risk category based on probability of default

1-4 1024 098 68 494 456 275 1548 868

5-7 411733 14 011 79 427 505 170

8-10 92 148 6 251 15748 114 147
Non-performing and impaired loans and guarantees 21971 675 22 647
Total loans and commitments as at 31 December 2015 " 1549 950 89 431 551 451 2190 832
Risk category based on probability of default

1-4 1027 531 58 810 469 155 1555 496

5-7 372414 14 091 70 838 457 343

8-10 88 886 9946 29 563 128 395
Non-performing and impaired loans and guarantees 30 561 1903 1702 34 167
Total loans and commitments as at 31 December 2016 " 1519 392 84 751 571 258 2175 401
1) Based on nominal amounts.
Loan-loss level " 2016 2015
Normalised losses including loss of interest income in per cent of net loans 0.27 0.25

1) The calculation of the loan-loss level is based on an evaluation of the probability of future losses (default frequency), exposure at default and the size of the
estimated loss (loss ratio). Calculations are based on a certain level of discretion and estimation.
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Guidelines for credit activity

DNB'’s guidelines and processes for approving credits are described in the group guidelines for credit activity. The guidelines describe how DNB
shall grant and follow up credit exposures in the various segments. Detailed descriptions are given of the assessment of new customers, follow-
up of healthy credit exposures, follow-up of customers in financial difficulty and procedures for handling doubtful and non-performing loans.

The granting of credit in DNB is based on authorisation and approval matrices. As a fundamental principle, one person makes a recommen-
dation and another one approves it, which takes place through the authorisation and approval matrices. The matrices are differentiated on the
basis of volume, risk and, if relevant, industry. While only two persons may be involved in (recommending and approving) a low-risk exposure in
the form of a home mortgage, recommendations for large/complex exposures must be endorsed by a senior credit officer. In addition, advice will
be sought from credit committees, and the involvement of industry specialists may be required.

A decisive element when granting credit is the customers’ debt servicing capacity in the form of ongoing future cash flows, such as earned
income or income from the business operations which are being financed. The bank seeks to further mitigate the risk of losses in connection
with a possible future reduction in cash flows or default by requiring that collateral be furnished. Only in exceptional cases will credit be granted
if the customer has provided no collateral.

Collateral can be in the form of physical assets, guarantees, cash deposits or netting agreements. As a rule, physical collateral shall be insured.
Negative pledges, whereby customers undertake to keep their assets free from encumbrances vis-a-vis other lenders, are also used as a risk-
mitigating measure.

In addition to collateral, most corporate credit agreements will include financial covenants, which represent an additional risk-mitigating element
to ensure that DNB becomes aware of and involved in any financial challenges at an early stage. Examples of financial covenants are minimum
net cash flow and equity ratio requirements.

Monitoring credit risk

Performing customers

According to the guidelines for credit activity for corporate customers, a credit assessment shall be made of all customers at least once a year.
This is a complete review of all risks identified by DNB relating to the customer. A new evaluation of all collateral (provided) is an integral part of
the annual review. The decision-making and authorisation matrices shall also be used in connection with the renewal of all existing credits and
thus ensure that persons with relevant expertise are always involved when considering large and complicated exposures.

Personal customers are followed up through a systematic portfolio management system. Exposures are followed up individually if heightened
risk has been identified.

Watchlist

The watchlist is the Group’s primary tool for following up corporate customers when a risk has arisen which requires special monitoring. If
customers breach financial covenants or a loss event requiring special monitoring has occurred, it will be considered whether to place the
exposure on the watchlist. Loss events include serious financial problems or major changes in market conditions. In addition, all customers in
the high-risk segment (risk grades 8-10) will be watchlist candidates. It is an integral part of credit activity to consider whether to place high-risk
customers on the watchlist. Watchlisted customers are subject to special monitoring. More frequent, often quarterly risk assessments are
required, including an updated valuation of collateral. In addition, an action plan must be prepared to get out of the risk situation that has arisen.
The particularly close follow-up of customers facing greater challenges is based on the bank’s experience that special monitoring both reduces
the risk that losses will occur and minimises the losses that actually materialise. Each time watchlisted exposures are reviewed, the need for
impairment losses will be considered.

Granting concessionary treatment of customers

If a customer gets into financial difficulties, DNB may in some cases grant voluntary concessions in the form of less stringent financial covenants
or reduced/deferred interest and instalment payments. Such measures are offered in accordance with the Group’s credit guidelines, thus aiming
to help customers through a tough financial period when it is expected that they will meet their obligations on a later date. This is part of DNB’s
strategy to reduce losses. The DNB Group’s total forbearance exposures, in accordance with the definition of forbearance in CRD |V, totalled
approximately NOK 40.5 billion at year-end 2016.

Loss and non-performing portfolio

In the event of losses or non-performance, customers are closely monitored. In the bank’s experience, other supplementary resources are
required during this stage than for performing customers. Customer exposures which fall into this category will either be transferred in their
entirety to a separate unit with special expertise in this field, or persons from this unit will join the customer team.

Repossessed companies and assets

In connection with the follow-up of impaired and non-performing exposures, DNB will in some cases take over assets provided as collateral for
loans and guarantees. All acquired companies are followed up by the Group Investment unit, whose main target is to secure/recover values for
DNB'’s shareholders through financial restructuring when companies and properties are repossessed due to default. See separate paragraph
below for details on repossessed assets.
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Past due loans not subject to impairment

The table below shows overdue amounts on loans and overdrafts on credits/deposits and the total residual debt for these loans broken down on
the number of days after the due date, assuming a deterioration of customer solvency or unwillingness to pay. Past due loans and overdrafts on
credits/deposits are subject to continual monitoring. Loans and guarantees where any objective evidence of impairment exists are reviewed for
impairment. Such reviews have also been carried out for the loans and guarantees included in the table for which no need for impairment has
been identified. Past due loans subject to impairment are not included in the table but are included in tables showing impaired loans and
guarantees, see note 8 Impaired loans and guarantees for principal customer groups.

DNB Group

31 December 2016 31 December 2015
Outstanding Outstanding
Past due/ balance on Past due/ balance on
Amounts in NOK million overdrawn past due loans overdrawn past due loans
10-29 days 753 7210 129 8277
30-59 days 467 1149 272 2743
60-89 days 14 430 32 758
> 90 days 222 3265 1706 5076
Total 1456 12 054 2139 16 855

Credit exposure of other financial assets

The Group’s investments in other financial assets, including commercial paper and bonds, are within risk limits approved by the Board
of Directors. See note 35 Commercial paper and bonds, held to maturity, for a description of Markets’ international bond portfolio and
DNB Livsforsikring’s portfolio of held-to-maturity bonds.

Counterparty risk for derivatives

DNB enters into derivative transactions on the basis of customer demand and to hedge positions resulting from such activity. In addition,
derivatives are used to hedge positions in the trading portfolio and take positions in the interest rate, currency, commodity and equity markets.
In addition, derivatives are used to hedge currency and interest rate risk arising in connection with funding and lending. Derivatives are traded in
portfolios where balance sheet products are also traded. Derivatives are generally traded “over the counter” (OTC), which means that individual
contracts are agreed upon by the parties.

Derivatives are traded with a number of different counterparties, and most of these are also engaged in other types of business. The credit risk
that arises in connection with derivative trading is included in the DNB Group’s overall credit risk measurement. Such measurement and follow-
ups take place on a daily basis. In order to minimise counterparty risk for individual counterparties, netting agreements and bilateral guarantee
agreements have been entered into. In addition, various interest rate products are cleared via so-called clearing houses, such as LCH Clearnet.
The counterparty risk for an individual party is thus transferred to the clearinghouse.

CSA agreements (Credit Support Annex) have been entered into with most major bank counterparties and a large number of other counter-
parties. This means that the market value of all derivatives entered into between DNB and the counterparty is settled either daily or weekly,
whereby counterparty risk is largely eliminated. These transactions are generally backed by cash collateral, though treasury bills and covered
bonds are also used. The collateral agreements are normally not based on rating triggers, but for a few agreements, the minimum exposure
level will be reduced if DNB is downgraded. The effects of a possible downgrade are very limited. Equity forward contracts, securities issues
and currency trading for private individuals are monitored and margined on a daily basis.
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Repossessed properties and other assets — carrying amount

Repossessed assets are assets acquired by units within the Group as part of the management of non-performing and impaired loans and
guarantees. At the time of acquisition, such assets are valued at their estimated realisable value. Any deviation from the carrying amount of non-
performing and impaired loans and guarantees at the time of acquisition is classified as impairment on loans. Repossessed assets are recorded
in the balance sheet according to the type of asset. When acquiring shares or mutual fund holdings, the assets are evaluated according to the
principles described in note 1 Accounting principles. Upon final sale, the difference relative to carrying amount is recognised in the income
statement according to the type of asset.

DNB Group
Amounts in NOK million 2016 2015
Repossessed properties and other repossessed assets as at 1 January 2330 5184
Property additions 217 620
Other asset additions 1 33
Reclassified as held for sale " (1087)
Property disposals (335) (3 426)
Other asset disposals 3) (14)
Net gains/losses resulting from adjustment to fair value (investment properties) (1) (68)
Repo d properties and other repossessed assets as at 31 December 1122 2330
1) Includes assets in the Baltics, reclassified as held for sale in August 2016.
Loans and deposits designated as at fair value DNB Group
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Loans and deposits designated as at fair value 93 798 108 689
Total exposure to credit risk 93 798 108 689
Value adjustment from credit risk n 135 248
Value adjustment from change in credit risk " (113) (87)

1)  Credit risk reflected in fair value measurements is based on normalised losses and changes in normalised losses in the relevant portfolio.

Effects of changes in credit margins

The long-term funding markets were characterised by regulatory and political uncertainty in 2016. Concerns related to the Chinese economy
and a weaker growth outlook for European banks led to higher spreads and lower activity at the beginning of the year. Spreads were markedly
reduced after the European Central Bank (ECB) meeting in March, where, among other things, the asset purchase programme was further
expanded. The level of activity declined towards the summer as the EU referendum in the UK was approaching. After the vote markets nor-
malised and spreads decreased. The activity level was once again down ahead of the US presidential election, but increased markedly after-
wards. Concerns related to a potential reduction in the ECB’s asset purchase programme resulted in wider spreads towards the end of the year.
DNB had good access to long-term funding in 2016 and spreads on covered bonds and ordinary senior debt decreased markedly throughout the
year. Changes in credit margins affected a number of items in the DNB Group’s balance sheet:

As part of ongoing liquidity management, Markets invests in an international bond portfolio. The holding of such bonds totaled to NOK 98 billion
end-December 2016. Unrealised gains in this portfolio amounted to NOK 45 million at end-December 2016, compared with unrealized losses of
NOK 172 million at year-end 2015. There was considerable turnover in the portfolio in 2016.

Unrealized gain on the portfolio of Norwegian bonds used for liquidity management came to NOK 310 million at year-end 2016 compared with
an unrealized gain of NOK 8 million at end-December 2015.

Moody’s and Standard & Poor’'s downgrades of Eksportfinans’ credit rating in the fourth quarter of 2011 resulted in sizeable unrealised gains
on the company’s long-term funding. The effect of these unrealised gains on DNB’s holding, after tax, represented NOK 11.8 billion. After
reviewing the fair value of the company in connection with the closing of the annual accounts, DNB wrote down the value by an amount corre-
sponding to unrealised gains on Eksportfinans’ own debt in the fourth quarter of 2011. Since 2011 the required rate of return in the market has
been reduced, and Eksportfinans has reported sizeable unrealised losses on own debt. The impairment loss recorded by DNB in the fourth
quarter of 2011 has been reversed by an amount corresponding to these unrealised losses. The remaining adjustment amounting to NOK 144
million was reversed in 2016. The impairment loss in 2011 and subsequent reversals have been reported on the line "Profit from investments
accounted for by the equity method” along with DNB’s share of profits from the company.

The DNB Group’s long-term borrowings in Norwegian kroner are carried at fair value through profit or loss. Margin requirements were reduced
in 2016: At end-December 2016, there were unrealised losses of NOK 317 million on long-term borrowings, compared with unrealised gains of
NOK 337 million at year-end 2015. Unrealised losses on the DNB Group’s liabilities will be reversed over the remaining term to maturity.

The DNB Group’s fixed-rate loans in Norwegian kroner and parts of the portfolio of margin loans in Norwegian kroner are carried at fair value
through profit or loss. Unrealised losses, measured relative to swap rates on these loans, came to NOK 144 million at year-end 2016, compared
with unrealised losses of NOK 773 million at end-December 2015 reflecting reduced margin requirements. The unrealised losses will be
reversed over the remaining term to maturity, provided that there are no changes in the credit status of the loans.
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NOTE 6 Loans and commitments for principal customer groups

Loans and commitments as at 31 December 2016 "

DNB Group

Loans and Unutilised  Total loans and
Amounts in NOK million receivables Guarantees credit lines commitments
Private individuals 753 817 272 241774 995 862
Transportation by sea and pipelines and vessel construction 106 148 9871 34 523 150 542
Real estate 202 681 2888 26 910 232 479
Manufacturing 78 922 23413 68 529 170 864
Services 87 293 5688 31325 124 305
Trade 39343 4928 28 283 72 553
Oil and gas 29 074 5034 33219 67 327
Transportation and communication 62 638 9885 27 71 100 234
Building and construction 53 226 13 332 31553 98 111
Power and water supply 31179 7 186 24 014 62 378
Seafood 16 979 202 6484 23 664
Hotels and restaurants 7 451 420 2178 10 049
Agriculture and forestry 4 869 60 2212 7141
Central and local government 14 213 279 9732 24 224
Other sectors 25736 765 2812 29 312
Total customers, nominal amount after individual impairment 1513 566 84 222 571 258 2 169 046
— Collective impairment, customers (4 488) (4 488)
+ Other adjustments (455) (455)
Loans to customers 1509 078 83 766 571 258 2164 102
Credit institutions, nominal amount after individual impairment 176 430 7 653 34 796 218 879
+ Other adjustments 11 11
Loans to and due from credit institutions 176 442 7 653 34 796 218 891
Loans and commitments as at 31 December 2015 DNB Group

Loans and Unutilised  Total loans and
Amounts in NOK million receivables Guarantees credit lines commitments
Private individuals 745 849 284 199 188 945 322
Transportation by sea and pipelines and vessel construction 126 348 9933 42 701 178 983
Real estate 202 796 2341 26 165 231301
Manufacturing 95 516 24 229 72 655 192 400
Services 97 916 6 074 25 566 129 556
Trade 41 056 5451 25756 72 262
Oil and gas 31898 4554 38117 74 569
Transportation and communication 59 312 8 555 26 733 94 600
Building and construction 48 844 13 674 25180 87 697
Power and water supply 33797 8 366 23 860 66 023
Seafood 16 334 266 5075 21675
Hotels and restaurants 8 907 421 2588 11 916
Agriculture and forestry 6 869 56 2657 9583
Central and local government 14 454 483 10 870 25 807
Other sectors 15 375 4562 24 341 44 278
Total customers, nominal amount after individual impairment 1545 271 89 250 551 451 2185 971
— Collective impairment, customers (2 527) (2 527)
+ Other adjustments (198) (198)
Loans to customers 1542 744 89 052 551 451 2183 246
Credit institutions, nominal amount after individual impairment 301212 8935 46 682 356 829
+ Other adjustments 4 4
Loans to and due from credit institutions 301 216 8 935 46 682 356 833

1) Loans and receivables in the Baltics are reclassified to assets and liabilities held for sale. See note 39 Assets and liabilities held for sale. Guarantees and

unutilised credit lines include the Baltics.

The breakdown into principal customer groups corresponds to the EU's standard industrial classification, NACE Rev.2.
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NOTE 7 Loans and commitments according to geographical location

Loans and commitments as at 31 December 2016 "
Loans to and

DNB Group

Loans to receivables from Unutilised  Total loans and
Amounts in NOK million customers  credit institutions Guarantees credit lines commitments
Oslo 280 330 7 896 11 357 211 000 510 583
Eastern and southern Norway 492 918 484 18 864 124 944 637 210
Western Norway 194 435 10 8 588 53 872 256 906
Northern and central Norway 205 516 112 6 984 42 930 255 543
Total Norway 1173 199 8 502 45 794 432 746 1660 242
Sweden 82015 5039 6 355 34 497 127 907
United Kingdom 17 943 69 164 2519 16 360 105 986
Other Western European countries 84 458 82 387 5634 31587 204 067
Russia 8 4 10 22
Estonia 5 97 321 423
Latvia 458 335 1424 2217
Lithuania 337 730 3693 4761
Poland 16 444 323 813 2 355 19 935
Other Eastern European countries 161 885 258 35 1339
Total Europe outside Norway 201 830 157 798 16 746 90 282 466 656
USA and Canada 43 767 1090 16 953 67 207 129 017
Bermuda and Panama * 26794 86 3904 3629 34413
Other South and Central American countries 18 744 1569 2291 4697 27 301
Total America 89 306 2745 23 148 75 533 190 731
Singapore ? 8683 39 1021 217 9960
Hong Kong 2525 37 180 2742
Other Asian countries 6 681 6614 2766 1988 18 049
Total Asia 17 889 6 690 3787 2 386 30752
Liberia ? 9428 1942 514 11884
Other African countries 536 500 60 38 1134
Oceania ? 18 638 27 397 4 556 23618
Commitments 1510 826 176 262 91 874 606 054 2385017
— Collective impairment (4 488) (4 488)
+ Other adjustments 2740 179 (455) 2 464
Net loans and commitments 1509 078 176 442 91 419 606 054 2 382993

1) Loans and receivables in the Baltics are reclassified to assets and liabilities held for sale. See note 40 Assets and liabilities held for sale. Guarantees and

unutilised credit lines include the Baltics.
2) Represents shipping loans and commitments.

Based on the customer's address.
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NOTE 7 Loans and commitments according to geographical location (continued)

Loans and commitments as at 31 December 2015
Loans to and

DNB Group

Loans to receivables from Unutilised Total loans and
Amounts in NOK million customers  credit institutions Guarantees credit lines commitments
Oslo 256 748 6119 12 464 187 746 463 077
Eastern and southern Norway 468 664 728 18 861 115 592 603 844
Western Norway 193 942 2443 8489 52 410 257 284
Northern and central Norway 204 199 45 9085 39 898 253 228
Total Norway 1123 553 9335 48 899 395 646 1577 433
Sweden 78013 62 7319 38139 123 533
United Kingdom 18 183 101 230 3536 17 597 140 546
Other Western European countries 101 092 178 058 5428 34 741 319 318
Russia 816 86 4 5 912
Estonia 5044 18 110 184 5355
Latvia 15 587 3 395 1451 17 436
Lithuania 27 950 98 848 3301 32197
Poland 17 832 164 726 3090 21812
Other Eastern European countries 203 598 262 33 1095
Total Europe outside Norway 264 720 280 316 18 627 98 541 662 204
USA and Canada 46 330 724 17 046 80 907 145 006
Bermuda and Panama " 31 531 132 2665 5647 39975
Other South and Central American countries 14 864 4177 2638 6824 28 503
Total America 92725 5033 22 349 93 378 213 485
Singapore " 13613 70 1952 505 16 141
Hong Kong 3025 222 702 3949
Other Asian countries 10 545 6 072 3854 3493 23 963
Total Asia 27 183 6 365 5 806 4700 44 053
Liberia " 9943 2043 601 12 588
Other African countries 735 358 90 551 1733
Oceania " 22 276 23 372 4715 27 386
Commitments 1541 466 301 165 98 185 598 132 2538 948
— Collective impairment (2 527) (2 527)
+ Other adjustments 3805 51 (198) 3658
Net loans and commitments 1542 744 301 216 97 987 598 132 2540 079

1) Represents shipping loans and commitments.

Based on the customer's address.
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NOTE 8 Impaired loans and guarantees for principal customer groups

DNB Group
Gross impaired Total individual Net impaired
loans and guarantees impairment loans and guarantees
31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec.
Amounts in NOK million 2016 2015 2016 2015 2016 2015
Private individuals 3907 4502 (1617) (1841) 2290 2661
Transportation by sea and pipelines and vessel construction 4995 3665 (2 247) (1 620) 2748 2045
Real estate 2760 3716 (934) (1 426) 1826 2289
Manufacturing 5800 2643 (1814) (1113) 3986 1530
Services 1508 952 (712) (593) 797 359
Trade 1255 977 (465) (502) 790 476
Oil and gas 4368 (744) 3625
Transportation and communication 5528 1825 (1623) (726) 3905 1099
Building and construction 1446 1020 (697) (550) 749 470
Power and water supply 539 394 (154) (77) 386 317
Seafood 61 13 (16) (8) 44 5
Hotels and restaurants 104 167 (43) (49) 61 118
Agriculture and forestry 157 172 (50) (63) 107 110
Central and local government 0 11 0) (5) 0 7
Other sectors 30 126 (10) (91) 19 34
Total customers 32458 20 184 (11 127) (8 665) 21331 11519
Credit institutions
Total impaired loans and guarantees 32 458 20 184 (11127) (8 665) 21331 11519
Non-performing loans and guarantees not subject to impairment 4 322 2463 4 322 2463
Total non-performing and impaired loans and guarantees 36 781 22 647 (11.127) (8 665) 25 654 13 982

Includes loans and guarantees subject to individual impairment and total non-performing loans and guarantees not subject to impairment. The
breakdown into principal customer groups corresponds to the EU's standard industrial classification, NACE Rev.2.

Includes volumes in the Baltics, reclassified as assets held for sale in August 2016, of which net non-performing and net doubtful loans and
guarantees totalled NOK 2 256 million at end-December.

NOTE 9 Impairment of loans and guarantees

DNB Group
2016 2015
Amounts in NOK million Loans " Guarantees Total Loans ”  Guarantees Total
Write-offs (1 359) (1 359) (1446) (1446)
Newl/increased individual impairment (5 490) (420) (5910) (3 165) (124) (3 288)
Total new/increased individual impairment (6 849) (420) (7 269) (4611) (124) (4 735)
Reassessed individual impairment previous years 913 76 990 890 88 978
Recoveries on loans and guarantees previously written off 2 999 999 1742 1742
Net individual impairment (4 937) (344) (5 280) (1979) (36) (2015)
Changes in collective impairment of loans (2 144) (2 144) (255) (255)
Impairment of loans and guarantees (7 080) (344) (7 424) (2 234) (36) (2 270)
Write-offs covered by individual impairment made
in previous years 2803 2803 3749 (0) 3749

1) Including impairment of loans at fair value.
2) Recoveries in 2015 and 2016 largely reflected the effects of the agreement with Lindorff Capital AS on the sale of portfolios of non-performing loans in Norway.
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NOTE 10 Impairment of loans and guarantees for principal customer groups

DNB Group
2016 2015
Recoveries Recoveries
on loans and on loans and
New Reassessed guarantees New Reassessed guarantees
individual individual previously Net individual individual previously Net
Amounts in NOK million impairment impairment written off" impairment impairment impairment written off") impairment
Private individuals (845) 210 942 308 (835) 188 1642 995
Transportation by sea and pipelines
and vessel construction (1 555) 52 12 (1491) (1027) 139 1 (886)
Real estate (227) 180 14 (33) (344) 140 3 (202)
Manufacturing (1258) 153 2 (1104) (882) 154 12 (716)
Services (344) 158 5 (181) (165) 64 19 (82)
Trade (145) 53 10 (82) (233) 69 10 (155)
Oil and gas (819) 0 (819) 0) 0)
Transportation and communication (1 554) 38 4 (1512) (588) 55 24 (509)
Building and construction (325) 55 4 (266) (422) 87 27 (308)
Power and water supply (148) 52 6 (90) (60) 1 1 (59)
Seafood (10) 0 9) (8) 49 0 41
Hotels and restaurants (7) 7 1 1 (21) 9 1 (10)
Agriculture and forestry (30) 27 0 3) (27) 22 3 (2)
Central and local government (0) 0 (0) (0) 0 0 (0)
Other sectors (2) 2 0 1 (124) 2 0 (121)
Total customers (7 269) 990 999 (5 280) (4 735) 978 1742 (2015)
Credit institutions
Changes in collective impairment of
loans (2 144) (255)
Impairment of loans and
guarantees (7 269) 990 999 (7 424) (4 735) 978 1742 (2 270)
Of which individual impairment
of guarantees (420) 76 (344) (124) 88 (36)

1) Recoveries in 2015 and 2016 largely reflected the effects of the agreement with Lindorff Capital AS on the sale of portfolios of non-performing loans in Norway.

The breakdown into principal customer groups corresponds to the EU's standard industrial classification, NACE Rev.2.
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NOTE 11 Developments in impairment of loans and guarantees

DNB Group
2016 2015
Loans Loans
to credit Loans to to credit Loans to
Amounts in NOK million institutions customers Guarantees Total institutions customers Guarantees Total
Impairment as at 1 January (11 667) (181) (11 848) 1) (12 464) (143) (12 608)
New impairment (4 012) (403) (4 415) (1 870) (124) (1994)
Increase in impairment (1478) 17) (1495) (1 295) 0 (1 295)
Reassessed impairment 913 76 990 890 88 978
Write-offs covered by previous
impairment 2803 2803 1 3748 0 3749
Changes in individual impairment of
accrued interest and amortisation 24 24
Changes in collective impairment (2 144) (2 144) (255) (255)
Baltics, reclassified as assets held
for sale 1649 1649
Changes due to exchange rate
movement 388 (4) 384 (445) (2) (447)
Impairment as at 31 December (13 548) (529) (14 077) (11 667) (181) (11 848)
Of which:  Individual impairment (8 566) (529) (9 095) (8 484) (181) (8 665)
Individual impairment of
accrued interest and
amortisation (494) (494) (656) (656)
Collective impairment (4 488) (4 488) (2 527) (2 527)
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NOTE 12 Market risk

Conditions for calculating market risk

Market risk is the risk of losses or reduced future income due to fluctuations in market prices or exchange rates. The risk arises as a conse-
quence of the bank's unhedged transactions and exposure in the foreign exchange, property, interest rate, commodity, credit and equity
markets. The risk level reflects market price volatility and the positions taken. Overall, market risk represents 13.6 per cent of the DNB Group’s
total risk in terms of economic capital.

The DNB Group quantifies risk by calculating economic capital for individual risk categories and for the DNB Group's overall risk, see note 4
Risk management. Economic capital for market risk should, at a confidence level of 99.97 per cent, cover all potential losses related to market
risk. The model has a one-year time horizon. Exposure included in the model could be either actual exposure or limits and is a conservative
estimate where the Group is assumed to be incorrectly positioned relative to market developments.

Economic capital for the risk categories is calculated on the basis of expected developments in the value of an asset class or risk factor. To
estimate annual losses, the value of each underlying instrument is simulated over a period of one year. Subsequent to this, losses for each
potential realisation period are estimated.

The DNB Group has chosen to make a distinction between calculations of market risk in life insurance and market risk in the rest of the DNB
Group, as different calculation methods are used. Calculations of economic capital for market risk in life insurance represent an assessment
of the risk associated with financial instruments in life insurance. The calculation takes account of the obligations resulting from the guaranteed
rate of return, equity buffers and dynamic portfolio management. DNB is directly exposed to market risk in its banking operations.

Economic capital for market risk in DNB Livsforsikring declined by NOK 2.9 billion during the year. The reduction was mainly a consequence of
a lower equity exposure and higher interest rates. The Solvency margin was 211 per cent at year-end 2016, and the company thus met the
requirement by a wide margin. DNB Livsforsikring also met the requirement without applying the transitional rules, whereby the solvency margin
was 152 per cent. Through 2016, the Norwegian 10-year swap rate increased from 1.9 to 2.0 per cent. The low interest rate level increases the
risk of losses due to the liability adequacy test. Lower interest rates also represent a long-term challenge for the life insurance industry, as the
companies are required to meet the guaranteed minimum rate of return. DNB Livsforsikring now accounts for 44 per cent of the Group’s total
market risk.

Economic capital for market risk in operations other than life insurance was NOK 7.0 billion at year-end 2016, on a level with a year earlier. Risk
exposure for the various market risk categories was virtually unchanged compared with end-December 2015.
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NOTE 13 Interest rate sensitivity

Interest rate sensitivity for different time intervals

The value of items on and off the balance sheet is affected by interest rate movements. The table shows potential losses for DNB Group
excluding DNB Livsforsikring and Baltics and Poland resulting from parallel one percentage point changes in all interest rates. The calculations
are based on a hypothetical situation where interest rate movements in all currencies are unfavourable for DNB relative to the Group's positions.
Also, all interest rate movements within the same interval will be unfavourable for the Group. The figures will thus reflect maximum losses for
DNB.

The calculations are based on the Group's positions as at 31 December and market rates on the same date. The table does not include
administrative interest rate risk and interest rate risk tied to non-interest-earning assets.

DNB Group "
From From From
Up to 1 month 3 months 1 year Over
Amounts in NOK million 1 month to 3 months to 1 year to 5 years 5 years Total
31 December 2016
NOK 494 152 227 765 653 227
usD 91 14 357 19 82 179
EUR 72 3 32 2 20 22
GBP 2 38 1 6 1 55
SEK 15 6 36 33 22 28
Other currencies 8 15 35 9 16 55
31 December 2015
NOK 374 35 246 545 420 218
usD 1 96 78 22 3 5
EUR 0 59 74 30 12 32
GBP 8 25 20 6 2 21
SEK 89 29 121 8 1 6
Other currencies 19 20 33 8 17 50

1) Applies to the DNB Group excluding DNB Livsforsikring and Baltics and Poland.

Interest rate sensitivity for different time intervals — DNB Livsforsikring
The table shows interest rate sensitivity associated with financial assets in DNB Livsforsikring, excluding commercial paper and bonds held to
maturity. The interest rate sensitivity of a security shows potential changes in the security’s value resulting from a one percentage point change
in interest rates.

DNB Livsforsikring

From From From
Up to 1 month 3 months 1 year Over
Amounts in NOK million 1 month to 3 months to 1 year to 5 years 5 years Total
31 December 2016
NOK 8 71 45 366 269 759
usb 2 1 4 23 140 164
EUR 1 2 3 9 121 123
GBP 3 12 15
Other currencies 1 2 2
31 December 2015
NOK 7 77 52 345 216 697
usb 1 13 3 15 81 86
EUR 1 3 4 78 71
GBP 0 2 0 12 12
Other currencies 0 3 0 1 1 0

Interest rate sensitivity — liabilities to insurance policyholders

DNB Livsforsikring carries the risk of meeting liabilities in relation to policyholders. The return on financial assets must be sufficient to meet the
guaranteed rate of return specified in insurance policies. Otherwise, inadequate returns will have to be covered by applying the market value
adjustment reserve, additional allocations, equity or subordinated loan capital.

The guaranteed rate of return must be complied with on a yearly basis. Measured in relation to customer funds the company's total guaranteed
rate of return averages 3.1 per cent.

Note 17 Insurance risk gives a description of a liability adequacy test prepared in compliance with IFRS 4 Insurance Contracts concerning
liabilities to policyholders as at 31 December 2016.
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NOTE 14 Currency positions

The table shows net currency positions as at 31 December, including financial derivatives as defined by Norges Bank. Net positions in individual
currencies may represent up to 15 per cent of eligible primary capital. Aggregate currency positions must be within 30 per cent of the eligible
primary capital. Foreign exchange risk related to investments in subsidiaries is included in the currency position by the amount recorded in the
accounts.

In DNB Livsforsikring foreign currency exposure arises when the company invests parts of its securities portfolio and property portfolio in the
international securities market. Under DNB Livsforsikring’s current foreign currency hedging strategy, the total foreign currency exposure is
reduced to a minimum.

DNB Group
DNB Livsforsikring excl. DNB Livsforsikring
Net currency positions Net currency positions
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015 31 Dec. 2016 31 Dec. 2015
usD 231 209 1068 883
EUR 76 (179) (316) (180)
GBP 24 11 (16) 15
SEK 214 112 19 (39)
DKK 20 (45)
CHF 2 8 14 2
JPY 41 30 6 (10)
NOK " 61 1
Other 110 (99) 122 141
Total foreign currencies 760 104 916 766

1)  Equity and bond funds denominated in NOK with foreign currency exposure, including EUR, GBP, JPY, KRW and USD.

NOTE 15 Financial derivatives

General information on application of financial derivatives

Financial derivatives are contracts stipulating financial values in the form of interest rate terms, exchange rates and the value of equity
instruments for fixed periods of time. Corresponding contracts stipulating prices on commodities and indexes are also defined as financial
derivatives. Derivatives include swaps, forward contracts and options as well as combinations thereof, including forward rate agreements
(FRAs), financial futures and agreements on the transfer of securities. Financial derivatives in DNB are traded to manage liquidity and market
risk arising from the Group's ordinary operations. In addition, the Group employs financial derivatives in its own account trading.

"Over the counter" (OTC) derivatives are contracts entered into outside an exchange. The contracts are tailor-made according to investor
requirements with respect to the underlying object, quantity, price, expiration terms and maturity. The advantage of OTC derivatives is that
customers are not limited to standardised contracts and can buy the precise position they wish. The disadvantage compared with the
standardised market is that it can be difficult to find other contracting parties and to sell the contracts in the secondary market.

The following derivatives are employed for both trading and hedging purposes in the DNB Group:

= Forward contracts: a contract to buy or sell interest rate terms, amounts in foreign currencies, shares or commodities on a specified future
date at a fixed price. Forward contracts are tailor-made contracts traded between counterparties in the OTC market.

= FRAs: agreements that fix the interest rate for a future period for an agreed amount. When the contract matures, only the difference
between the agreed interest rate and the actual market interest rate is exchanged.

= Interest rate futures: standardised contracts where the counterparties agree to exchange specific interest rate instruments at a fixed price
on a specified date. The contracts are traded on an exchange. The value of interest rate futures follows the price trend on underlying
interest rate instruments.

. Swaps: transactions where two parties exchange cash flows on a fixed amount over an agreed period. The majority of swaps are tailor-
made and traded outside exchanges. The most important types of swaps traded by DNB are:
- interest rate swaps in which fixed interest rates are exchanged for floating rates or floating rates are exchanged for fixed rates
- cross-currency interest rate swaps in which parties exchange both currency and interest payments
- equity swaps in which interest rate returns are exchanged for equity returns.

= Options: agreements giving the buyer the right, but not the obligation, to either buy (call option) or sell (put option) a specific quantity of a
financial instrument or commodity at a predetermined and fixed price. The buyer pays a premium to the seller for this right. Options are
traded both as OTCs (tailor-made) and as standardised contracts.

The table shows nominal values on financial derivatives according to type of derivative as well as positive and negative market values. Positive
market values are entered as assets in the balance sheet, whereas negative market values are entered as liabilities. See note 1 Accounting
principles for a more detailed description of measurement of financial derivatives.
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NOTE 15 Financial derivatives (continued)

DNB Group
31 December 2016 31 December 2015
Total Positive Negative Total Positive Negative
nominal market market nominal market market
Amounts in NOK million values value value values value value
Interest rate contracts
FRA-contracts 868 943 415 363 2379 037 1310 1282
Swaps 2778612 83170 39 945 2844 383 97 617 66 754
OTC options 45 882 757 725 42 465 447 634
Other OTC contracts 1687 248
Total interest rate contracts 3693 438 84 342 41 033 5267 573 99 623 68 669
Foreign exchange contracts
Forward contracts 80 277 2712 1117 114 070 8425 1271
Swaps 1344 431 30818 47 977 1817 621 40 027 40 374
OTC options 32 597 533 330 190 208 789 510
Total foreign exchange contracts 1457 304 34 063 49 424 2121900 49 242 42 155
Equity-related contracts
Forward contracts 2057 2156 1528 7 896 1586 375
OTC options 2104 163 2 1882 101 23
Total OTC derivatives 4161 2319 1530 9779 1687 399
Futures 13071 0 23703 79 108
Options 4573 106 77 2795 39 67
Total exchange-traded contracts 17 644 106 7 26 498 118 174
Total equity-related contracts 21 805 2425 1607 36 277 1805 573
Commodity-related contracts
Swaps 30473 3541 2707 28 486 5542 5375
Total commodity related contracts 30473 3541 2707 28 486 5542 5375
Collateral pledged/received
Total collateral pledged/received 33 570 35 389 46 817 37 891
Total financial derivatives 5203 020 157 940 130 161 7 454 235 203 029 154 663
Of which: Applied for hedging purposes 453 134 33038 2195 479 261 37 408 834
- Interest rate swaps 32275 1546 36 613 327
- Cross-currency interest rate swaps 762 648 795 508

Use of financial derivatives in Markets

Markets acts as market maker and is obliged to furnish both offer and bid prices for specified option, forward or futures series with a maximum
differential between the offer and bid price, together with a minimum volume. Market makers always trade for their own account. The purpose
of own account trading, in addition to being a market maker, is position taking, which means intentional risk-taking within the foreign exchange,
interest rate and equity markets to achieve profits arising from favourable price, exchange rate and index fluctuations. Arbitrage, that is profit
taking from fluctuations in prices, exchange rates and indices for the same product in various markets, is also part

of own-account trading.

Customer trading entails structuring and marketing financial derivatives for customers, enabling them to transfer, modify, take or reduce
prevailing or expected risk. The majority of derivative transactions relate to customer trading.

DNB uses interest rate and currency swaps to convert foreign currency borrowings into the desired currency. As a typical example, the bank
raises a loan in euro, which is swapped to US dollars through a basis swap. In this case, the bank will pay a US dollar interest rate based on
a swap curve and receive a euro interest rate reduced or increased by a margin. These derivatives are carried at fair value. There may be
significant variations in the value of the basis swaps from day to day, due to changes in basis swap spreads. This unhedged risk causes
unrealised gains and losses. For the year 2016, there was a NOK 542 miillion decrease in value (negative effect on profits), compared with
a NOK 2 685 million increase in value in 2015.

Use of financial derivatives in DNB Livsforsikring

The purpose of employing financial derivatives in DNB Livsforsikring is to be able to invest and allocate funds in accordance with the company's
expectations of market trends, through swift and cost-effective asset and market exposure. In addition, the application of derivatives facilitates
active risk management and adjustments in equity, interest rate and foreign exchange risk. See notes 13 Interest rate sensitivity and

14 Currency positions for a further description.

Use of financial derivatives in DNB Boligkreditt
The purpose of employing financial derivatives in DNB Boligkreditt is to uncover and reduce foreign exchange and interest rate risk.
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NOTE 15 Financial derivatives (continued)

Risk related to financial derivatives

Derivatives are traded in portfolios which also include balance sheet products. The market risk on derivatives is handled, monitored and
controlled as an integral part of the market risk of these portfolios. See notes 4 Risk management and 12 Market risk. Derivatives are traded
with many different counterparties and most of these are also engaged in other types of business with DNB. The credit risk arising in connection
with derivatives trading is included in the total credit risk of the DNB Group. Netting agreements or bilateral agreements on collateral are entered
into with a number of counterparties, thus reducing credit risk. The authorities' capital adequacy requirements take into account such agree-
ments, resulting in a reduction of capital adequacy requirements. See note 5 Credit risk for a description of counter-party risk.

NOTE 16 Liquidity risk

Liquidity risk is the risk that the DNB Group will be unable to meet its payment obligations. Overall liquidity management in the Group implies
that DNB Bank ASA is responsible for funding domestic and international group entities. Liquidity risk is managed and measured by means of
various measurement techniques.

The Board of Directors has approved internal limits which restrict the short-term maturity of liabilities within different time frames. The various
maturities are subject to stress testing based on a bank-specific crisis, a systemic crisis and a combination thereof, and a contingency plan has
been established to handle market events. In addition, limits have been set for structural liquidity risk, which implies that lending to customers
should largely be financed through customer deposits, subordinated capital and long-term funding. Ordinary senior bond debt and covered
bonds are the major sources of long-term funding. For the purpose of liquidity management, the measure ratio of deposits to net loans is more
relevant for the banking group than the for the DNB Group, due to the fact that some loans in the DNB Group are investments on behalf of
insurance clients. The banking group's ratio of deposits to net loans was 63.4 per cent at end-December 2016, up from 62.5 per cent a year
earlier. The ratio of deposits to net loans in DNB Bank ASA was 133.4 per cent at end-December 2016.

Throughout 2016, the short-term funding markets were characterised by uncertainty related to the effects of new regulatory reforms for US
money market funds. The limited availability of longer maturities in combination with increased demand led to wider spreads. DNB had ample
access to short-term funding throughout the year.

The long-term funding markets were characterised by regulatory and political uncertainty in 2016. Concerns related to the Chinese economy
and a weaker growth outlook for European banks led to higher spreads and lower activity at the beginning of the year. Spreads were markedly
reduced after the European Central Bank meeting in March, where, among other things, the asset purchase programme was further expanded.
The level of activity declined towards the summer as the EU referendum in the UK was approaching. After the vote markets normalised and
spreads decreased. The activity level was once again down ahead of the US presidential election, but increased markedly afterwards. Concerns
related to a potential reduction in the ECB’s asset purchase programme resulted in wider spreads towards the end of the year.

The short-term liquidity requirement, Liquidity Coverage Ratio (LCR), remained stable at above 100 per cent throughout the quarter. At end-
December, the total LCR was 138 per cent, with an LCR of 562 per cent for EUR, 190 per cent for USD and 59 per cent for NOK.

The average remaining term to maturity for the portfolio of senior bond debt and covered bonds was 3.9 years at end-December 2016, up from
3.8 a year earlier. The DNB Group aims to maintain a sound and stable maturity structure for funding over the next five years.
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NOTE 16 Liquidity risk (continued)

Residual maturity as at 31 December 2016 " DNB Group
From From From
Up to 1 month 3 months 1 year Over No fixed

Amounts in NOK million 1 month to 3 months to 1 year to 5 years 5 years maturity Total
Assets
Cash and deposits with central banks 208 252 11 208 263
Due from credit institutions 121 167 42 861 5270 7116 176 415
Loans to customers 175 874 92 654 83915 323 491 837 874 (4 488) 1509 320
Commercial paper and bonds at fair value 82 426 9 906 32 536 151 702 20 493 297 063
Commercial paper and bonds, held to maturity 574 6234 29 651 57 550 94 008
Shareholdings 30 280 30 280
Other assets 3217 3217
Total 587 720 149 211 127 966 511 960 915 917 25792 2 318 566
Liabilities
Due to credit institutions 138 291 23 535 22922 28 125 212 872
Deposits from customers 934 790 934 790
Debt securities issued 79 915 61693 104 264 394 184 98 984 739 040
Other liabilities etc. 1574 4113 275 5962
Subordinated loan capital 10 898 17 467 738 29 102
Total 1154 570 100 239 127 461 439 775 99 721 1921766
Financial derivatives
Financial derivatives, gross settlement

Incoming cash flows 458 963 224 167 247 951 388 303 231798 1551182

Outgoing cash flows 456 644 226 589 248 396 404 368 238 077 1574076
Financial derivatives, net settlement 1074 2 357 3434 20 229 9 296 36 390
Total financial derivatives 3393 (65) 2989 4164 3017 13 496
Residual maturity as at 31 December 2015 " DNB Group

From From From
Up to 1 month 3 months 1 year Over No fixed

Amounts in NOK million 1 month  to 3 months to 1 year to 5 years 5 years maturity Total
Assets
Cash and deposits with central banks 19 317 19 317
Due from credit institutions 188 273 102 957 4244 2 046 3713 301 233
Loans to customers 165 981 104 561 100 937 335519 837 693 (2 527) 1542 165
Commercial paper and bonds at fair value 82 550 7193 25212 140 397 33 950 289 302
Commercial paper and bonds, held to maturity 2313 8774 24 682 69 453 105 223
Shareholdings 28 105 28 105
Other assets 3 056 3 056
Total 456 121 220 080 139 168 502 644 944 809 25 578 2 288 401
Liabilities
Due to credit institutions 123 876 21489 678 15 447 37 161 527
Deposits from customers 944 165 944 165
Debt securities issued 57 325 123 809 71670 434 533 86 114 773 450
Other liabilities etc. 805 4183 228 5216
Subordinated loan capital 29 722 731 30 453
Total 1126 172 149 480 72 575 479 701 86 882 1914 811
Financial derivatives
Financial derivatives, gross settlement

Incoming cash flows 653 846 431 809 313968 437 092 275019 2111734

Outgoing cash flows 650 949 429 623 314 826 449 943 276 924 2122 266
Financial derivatives, net settlement 2 066 2195 3605 21 660 12 437 41 963
Total financial derivatives 4 964 4381 2746 8 808 10 531 31431
1)  Nominal future interest payments in excess of accrued interest are not included on the balance sheet date.
Credit lines, commitments and documentary credit DNB Group
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Unutilised credit lines etc. under 1 year 390 001 357 737
Unutilised credit lines etc. over 1 year 216 295 244 267
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NOTE 17 Insurance risk

Insurance risk in life insurance

Risk in DNB Livsforsikring AS includes financial risk and insurance risk, in addition to operational risk and business risk. Financial risk comprises
credit and market risk, which is the risk that the return on financial assets will not be sufficient to meet the obligations specified in insurance
policies (see description in notes 12-14). Insurance risk relates to changes in future insurance payments due to changes in life expectancy and
disability rates.

Analysis of insurance liabilities, customers

bearing the risk, and liabilities to policyholders DNB Group "

Insurance liabilities, Liabilities to
Amounts in NOK million customers bearing the risk policyholders
Balance sheet as at 31 December 2014 42 866 216 799
Deposits 6 144 15912
Return 1576 9618
Inflow of reserves 1052 1641
Outflow of reserves (831) (14 789)
Insurance payments (1154) (13 758)
Other changes 25 (6 476)
Balance sheet as at 31 December 2015 49 679 208 949
Deposits 7 889 4670
Return 4069 8811
Inflow of reserves 1571 926
Outflow of reserves (1201) (2 160)
Insurance payments (1287) (12 196)
Other changes (499) (840)
Balance sheet as at 31 December 2016 60 220 208 160

1)  Refers only to DNB Livsforsikring.

Description of the insurance products

The company offers traditional life and pension insurance, unit-linked insurance and non-life insurance. A calculation rate is used to determine
provisions and premiums. The highest calculation rate is set by Finanstilsynet (the Financial Supervisory Authority of Norway). This interest rate
is often called the calculation rate, and is 2.0 per cent for new insurance contracts. The calculation rate is the annual guaranteed rate of return
on policyholders' funds. In most unit-linked insurance products, policyholders bear the financial risk. Non-life insurance policies are products
generating payments related to policyholders' life and health. These products are not subject to profit sharing and are repriced annually.

Group contracts

Under group defined-benefit pensions, pension payments are disbursed from an agreed age and until the death of the policyholder. It can also
be agreed that the pension payments cease at a certain age. A defined-benefit pension may include a retirement pension, disability pension,
spouse’s pension, cohabitant’s pension and child’s pension. Policyholders pay an annual premium for interest rate risk, insurance risk and
administration in advance. The company is entitled to change the premium annually. Interest in excess of the guaranteed rate of return is
awarded to policyholders in its entirety. If the interest is between zero and the guaranteed rate of return, the company can use additional allo-
cations to meet the guaranteed rate of return, otherwise the company must cover the deficit. A positive risk result may either be used to increase
the risk equalisation fund or be distributed to the policyholders. No more than 50 per cent of annual profits may be allocated from the risk result
to the risk equalisation fund. The company must cover any remaining losses after the risk equalisation fund has been used. The administration
result is allocated in its entirety to the company. For one year agreements with disability pensions and dependent’s pensions without savings,
the risk result is transferred directly to the company.

When a member terminates a pension agreement or a pension agreement ends, he or she is entitled to a paid-up policy. Rights earned on the
termination date are continued in paid-up policies. Paid-up policies have a separate profit model where a minimum of 80 per cent of the interest
result is distributed to policyholders. Any surplus on the risk result can be used either to increase the risk equalisation fund or be allocated to
policyholders. The administration result is allocated in its entirety to the company.

Group association insurance is pension insurance taken out by associations for their members. Association insurance can comprise retirement
pensions, disability pensions, spouse’s pensions and child’s pensions. Profits for distribution between policyholders and the company include
the interest result, the risk result and the administration result. No less than 65 per cent of annual profits must be distributed to policyholders.

Individual contracts

Individual annuity and pension insurance policies are savings schemes whereby the company disburses monthly amounts up until the death
of the policyholder, or until the policyholder reaches an agreed age. This usually comprises a retirement pension, disability pension, spouse’s
pension and child's pension.

Individual endowment insurance policies are contracts whereby the company disburses an agreed amount upon the death of the policyholder
or when the policyholder attains an agreed age. Individual endowment insurance may also include disability cover, which is a one-off benefit
for permanent disability.
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NOTE 17 Insurance risk (continued)

For individual contracts sold prior to 1 January 2008, total profits are distributed between policyholders and the company. Profits for distribution
include the interest result, the risk result and the administration result. No less than 65 per cent of total profits must be distributed to policy-
holders. The new regulations apply to contracts sold after 1 January 2008, with annual pricing of each profit element, which is in accordance
with the regulations for group defined-benefit pensions.

Contracts in the unit-linked portfolio
Defined-contribution pensions are group pension schemes where the employees bear the financial risk. However, full or partial hedging of the
paid amount can be bought.

Individual unit-linked insurance policies are endowment insurance policies or annuity insurance policies where policyholders bear the financial
risk.

Other sectors

Group life insurance policies are life level term insurance policies taken out by employers or associations for their employees or members and,
where applicable, also for their spouses and children. The amount recoverable under the policy is disbursed upon the death of the policyholder.
Group life insurance may also comprise disability cover, which is a one-off benefit for permanent disability.

Employer's liability insurance is a one-year risk product which companies link to their pension agreements. This may be corporate group life
insurance or accident insurance. Occupational injury insurance is mandatory for all enterprises.

Personal risk products for personal customers are one-year risk products which include monthly disability benefits and lump-sum compensation
payments in the event of death, disability or critical illness. DNB Livsforsikring also offers child and youth insurance, which ensures financial
security in the event of accidents, serious illness or incapacity for work.

Specification of liabilities to policyholders recorded in the balance sheet as at 31 December 2016 DNB Group "
Group life insurance Individual annuity and
- defined-benefit pensions pension insurance
Group  Annuity and Endow-

Private Public association pension ment  Group life Non-life Total Total
Amounts in NOK million sector sector  insurance insurance insurance  insurance insurance 2016 2015
Premium reserve 196 851 28 3419 32 848 22 184 678 1378 257 386 247 632
Additional allocations 4796 147 1063 746 6752 6 089
Market value adjustment reserve 1843 0 26 328 226 6 (5) 2424 2294
Premium fund 1051 8 93 1152 1779
Pensioners' profit fund 631 631 559
Other technical reserves 35 35 53
Liabilities to policyholders 205171 28 3601 34 332 23 156 684 1407 268 380 258 405
Unrealised gains on bonds held to maturity 2 8975 10 319

1) Refers only to DNB Livsforsikring.
2) Unrealised gains on bonds held to maturity are not included in balance sheet values.

Insurance risk
Within life insurance, insurance risk is mainly related to the likelihood of death and disability.

Insurance risk in DNB Livsforsikring is divided, in varying degrees, between policyholders and the company. With respect to the non-life
insurance products employers' liability insurance and certain pure risk products, the company is exposed to insurance risk. For individual pen-
sion and endowment insurance products sold after 1 January 2008 and group pension agreements, the company's risk represents its obligation
to cover a possible negative risk result. The company is credited up to 50 per cent of any positive risk result in the form of allocations to the risk
equalisation fund.

The risk result arises when empirical data for mortality, disability and exit risk deviate from the assumptions underlying the calculation base

for premiums and provisions. When the risk result generates a surplus, the surplus can be allocated to the risk equalisation fund. The risk
equalisation fund cannot exceed 150 per cent of the company's total risk premiums for the accounting year. If there is a deficit on the risk result,
the risk equalisation fund can be used. The risk equalisation fund does not apply to risk contracts with a maximum term of one year, disability
pensions and dependent’s pensions with no accrued entitlement or individual contracts sold prior to 1 January 2008.

Risk for DNB Livsforsikring related to changes in mortality rates is twofold. With respect to mortality risk coverage, mainly spouse’s and child's
pensions, lower mortality rates will give an improved risk result and a more limited need for provisions. For pensions that are currently payable,
lower mortality rates will result in extended disbursement periods and thus require greater provisions, called pure endowment risk. It will be
possible to cover the required increase in reserves relating to insurance risk by future surpluses on investment results. The company’s
insurance risk mainly comprises pure endowment risk and disability risk.

In consequence of higher life expectancy, the company is required to increase premium reserves. DNB Livsforsikring increased premium
reserves by a total of NOK 1.5 billion in 2016, of which NOK 0.7 billion was financed by equity and NOK 0.8 billion by policyholder surpluses.
The total required increase in reserves for the existing portfolio was NOK 11.4 billion as at 31 December 2016. The remaining required increase
in reserves as at 31 December 2016 was NOK 0.5 billion.
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Disability risk is more exposed to short-term changes. Allocations covering incurred, unsettled insurance claims are under continuous review.
No further needs for strengthening existing provisions relating to disability pensions or other disability products have been identified.

With respect to existing contracts, insurance risk is subject to continual review by analysing and monitoring risk results within each business
sector. In addition, the company applies reinsurance as an instrument to reduce insurance risk. The company's current reinsurance contracts
cover catastrophes and significant individual risks within group and individual insurance. The reinsurance agreements imply that DNB
Livsforsikring is responsible for risk up to a certain level while the reinsurer covers excess risk up to a maximum defined limit.

In order to reduce insurance risk exposure, it is mandatory that policyholders undergo a health check before entering into a contract for
individual risk products. Individual health checks are also required under small-scale group schemes. In connection with the sale of disability
pensions, policyholders are divided into risk categories based on a concrete risk assessment in each individual case.

DNB Livsforsikring's operations are concentrated in Norway.

Risk result
The table shows the effect on the risk result for 2016 of given changes in empirical mortality or disability data.

DNB Livsforsikring

Group life insurance Individual annuity and
- defined-benefit pensions pension insurance
Group  Annuity and Endow-
Private Public association pension ment Other Total Total

Amounts in NOK million sector sector insurance insurance  insurance sectors 2016 2015
Risk result
Risk result in 2016 453 27 12 89 129 26 736
Risk result in 2015 435 143 16 104 144 19 861
Sensitivities - effect on risk result in 2016
5 per cent reduction in mortality rate (25) (1) (1) (10) 2 1 (35) (32)
10 per cent increase in disability rate (107) 0 0 (6) (8) (7) (127) (153)
*)  Of which: Mortality risk (38) 18 7 3 69 14 73 102

Longevity risk 22 (1) (11) (2) (1) 1 7 (33)

Disability rate 361 11 13 83 31 10 510 577

Employer's liability insurance 89 28 2 119 86

Other 19 (1) 3 5 2 (0) 27 128

Permanent changes in the calculation assumptions will require changes in premiums and provisions. With respect to group pension insurance
and individual policies sold after 1 January 2008, it will be possible to finance higher premium reserve requirements by the risk result for the
year, or by current or future investment results. For individual contracts sold prior to 1 January 2008, rising premium reserve requirements can
be financed by profits for allocation or future profits for allocation.

Calculation assumptions
The table shows the effect of changes in key calculation assumptions on gross premium reserves.
DNB Livsforsikring

Amounts in NOK million Change in per cent Effect on gross premium reserve
Mortality (5) +1406
Disability 10 +948

Mortality and disability

The table shows the net annual risk premium for a sum assured of NOK 100 000. For spouse’s pensions, the premium shown is for an annual
spouse’s pension of NOK 10 000 paid from the death of the primary policyholder until the spouse reaches the age of 77. For disability pensions,
the premium shown is for an annual disability pension of NOK 10 000, payable after a 12-month waiting period, until 67 years of age. All
premiums relating to individual schemes are gender neutral.

DNB Livsforsikring

Men Women
Amounts in NOK million 30 years 45 years 60 years 30 years 45 years 60 years
Individual life insurance 84 216 924 84 216 924
Individual disability lump sum 260 892 260 892
Individual disability pension 490 1433 4301 490 1433 4301
Spouse's pensions in group schemes 15 11 457 13 66 187

Disability pensions in group schemes 280 493 1296 401 1117 2209
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Interest rate sensitivity — liabilities to policyholders

DNB Livsforsikring carries the risk of fulfilling the company’s commitments in contracts with policyholders. The return on financial assets must
be sufficient to meet the guaranteed rate of return specified in insurance policies. Otherwise, inadequate returns will have to be covered by
applying the market value adjustment reserve, additional allocations, equity or subordinated loan capital. The guaranteed rate of return must be
complied with on a yearly basis. Measured in relation to customer funds, the company's total guaranteed rate of return averages 3.1 per cent.

The table shows long-term developments in the average guaranteed rate of return for each sector. The guaranteed rate of return is shown as a
percentage of the premium reserve, premium fund and additional allocations, and is measured as at 31 December. The interest rate guarantee
is gradually reduced each year.

DNB Livsforsikring

Per cent 2016 2015 2014 2013
Group pension insurance, private sector 3.1 3.1 3.2 3.3
Group pension insurance, public sector 2.7 2.7 29 29
Individual pension insurance 3.4 3.4 3.4 3.4
Individual endowment insurance 23 23 23 2.6
Group association insurance 4.0 4.0 4.0 4.1
Total 3.1 3.1 3.2 3.2

Liability adequacy test

In accordance with IFRS 4, the company has assessed whether its premium reserves are adequate to cover its liabilities. If the test shows that
the premium reserves are too low to bear the future liabilities of the company, the difference should be recorded on the test date. Adequacy
tests are performed each quarter.

All premium rates used by the company are based on the company’s past experience within product segments or business sectors. Thus,
products may have different technical rates of interest, mortality and disability assumptions, and may incur different costs. The adequacy test
assesses the margins in the premium rates and the future required increase in reserves to reflect higher life expectancy.

Adequacy tests are calculated based on the net present value of all future cash flows generated by the insurance contracts, discounted by a
spot interest rate curve. The interest rate curve is calculated based on observable Norwegian swap rates. The Smith Wilson-model is used to
estimate the interest rate curve over a 10-year period, and it is assumed that the spot interest rate will converge against a long-term macro-
economic target rate. The adequacy test is susceptible to changes in the interest rate curve as well as to assumptions for increased reserves
to reflect higher life expectancy.

The adequacy test indicated no need for further provisions covering liabilities to policyholders as at 31 December 2016.
Solvency capital
The solvency capital consists of the market value adjustment reserve, additional allocations, risk equalisation fund, equity, subordinated loan

capital and perpetual subordinated loan capital securities and unrealised gains on bonds held to maturity. All these elements, with the exception
of the risk equalisation fund, can be used to meet the guaranteed rate of return on policyholders' funds.

DNB Livsforsikring

Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Market value adjustment reserve 2424 2294
Additional allocations 6 752 6 089
Security reserve 223
Risk equalisation fund 407 319
Equity 22 165 20 763
Subordinated loan capital and perpetual subordinated loan capital securities 5500 5500
Unrealised gains on bonds held to maturity 8 975 10 319
Total available capital 46 223 45 506
Guaranteed return on policyholders' funds " 6414 6493

1) One-year guaranteed rate of return on insurance contracts at end of period.
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Capital requirements and solvency capital

New regulatory capital requirements for European insurance companies are specified in the Solvency Il Directive, which entered into force on

1 January 2016. The directive has been implemented in Norwegian law in the Financial Institutions Act and the Solvency Il regulations. In
addition to capital and capital requirements, the directive includes rules for capital management and internal control, supervisory review and
evaluation, and market discipline in the form of requirements for public disclosure and supervisory reporting. The Solvency Il regulations set

a minimum requirement for primary capital to cover the solvency capital requirement (SCR) and the minimum capital requirement (MCR).

The solvency capital requirement is set at a level to ensure that there is a 99.5 per cent probability that total losses, including insurance and
financial losses, over a period of 12 months do not exceed the estimated capital requirement. The calculations take risk-mitigating measures
and systems into consideration. The minimum requirement is set at a level to ensure that there is an 85 per cent probability that total losses over
a period of 12 months will not exceed the estimated capital requirement. The capital is divided into three groups according to quality. Minimum
50 per cent of the SCR must be covered by capital group 1. Capital group 3 cannot cover more than 15 per cent of the solvency capital require-
ment. Capital group 1 must constitute minimum 80 per cent of the MCR requirement. The new regulations allow the use of transitional rules
when calculating solvency capital. In December 2015, DNB Livsforsikring was given permission by Finanstilsynet to use the transitional rules for
insurance provisions. Thus, the company is allowed to use recorded insurance provisions instead of the market value of the liabilities. The tran-
sitional rules apply for 16 years, and will be reduced linearly, initially on 1 January 2017. As at 31 December 2016, DNB Livsforsikring had a
solvency margin according to the transitional rules of 211 per cent. If the phase-out of the transitional rules had been taken into consideration,
the solvency margin would have been 207 per cent as at 31 December 2016. Without the transitional rules, the solvency margin was 152 per
cent.

Primary capital DNB Livsforsikring
Amounts in NOK million 31 Dec. 2016 1 Jan. 2016
Capital group 1

Share capital 1750 1750

Share premium reserve 6016 6016

Reconciliation reserve " 21106 23 251
Total capital group 1 28 872 31017
Capital group 2

Subordinated loan capital 5500 5500

Risk equalisation fund 407 319
Total capital group 2 5907 5819
Capital group 3

Deferred taxes (102)
Total capital group 3 (102)
Total primary capital 34779 36734
Effect of the transitional rules ? (8 798) (14 169)
Total primary capital without the transitional rules 25 981 22 565

1) Retained earnings are included in the reconciliation reserve. In addition, this item includes any capital deficit or excess of capital due to the transition to market
values for assets and liabilities.

2) In addition to using recorded provisions when calculating liabilities, DNB Livsforsikring avails itself of the opportunity to apply reduced stress for equities
acquired prior to 1 January 2016. Such reduced equity stress applies for a period of seven years, with a linear increase in the stress from 22 per cent to 39 per
cent. According to the solvency capital regulations, government bonds issued in the home country are not subject to spread risk. During a transitional period,
this also applies to government bonds issued by EEA states. The exception applies through 2017, while there will be an escalation period through 2018 and
2019, and the exception will no longer apply as of 1 January 2020.

Solvency capital requirement DNB Livsforsikring
Amounts in NOK million 31 Dec. 2016 1 Jan. 2016
Market and counterparty risk 27 639 29 836
Life, health and non-life risk 11220 11319
Operational risk 1095 1158
Diversification (7 174) (7 360)
Risk absorption, deferred taxes and future allocations to policyholders (FDB) (16 262) (15 859)
Solvency capital requirement " 16 518 19 094
Minimum capital requirement 7 356 7 383

1) As at 31 December 2016, the solvency capital requirement without transitional rules represented NOK 17 116 million.

Solvency margin DNB Livsforsikring
Figures in per cent 31 Dec. 2016 1 Jan. 2016
Solvency margin with transitional rules 211 192
Solvency margin without transitional rules 152 113
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Insurance risk in non-life insurance
The non-life insurance products offered by DNB Forsikring AS are distributed mainly through the DNB Group’s sales channels. The premium
portfolio totalled NOK 2 182 million at year-end 2016, of which the greater part represented insurance coverage for individual customers.

Risk in DNB Forsikring comprises insurance, market, counterparty, operational and business risk. Insurance risk includes the risk of losses if
insurance premiums fail to cover future claims payments, in addition to the risk that the company has not set aside adequate claims reserves for
incurred claims. Indemnity payments are influenced by a number of factors, including catastrophic losses, claims frequency and inflation. An
increase in claims frequency can be due to seasonal variations or reflect more lasting effects. A permanent change in claims frequency due to,
for example, changes in customer behaviour and new types of claims, will have the most pronounced effect on profitability. Insufficient risk
diversification with respect to risk categories and sums insured and the geographic locations and types of operations covered by the insurance
policies could also have a negative effect on insurance risk.

DNB Forsikring has established a reinsurance programme to ensure a more predictable profit performance and to meet the capital requirements
for the company and the Group. The programme is adapted to the company's overall risk, which is the sum of insurance risk, market risk,
counterparty risk and operational risk.

During 2016, DNB Forsikring had a reinsurance programme (excess of loss programme) covering large individual losses and incidents above
chosen own-risk limit within the individual product groups. The programme was adapted to the risk profile of the portfolio and was divided
between several reinsurers with a minimum rating of A- to reduce counterparty risk.

Insurance risk is subject to continual review by monitoring the profitability of all products and quarterly risk measurement.
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DNB Group
2016 2015
Recorded Recorded Recorded Recorded
at fair  at amortised at fair  at amortised
Amounts in NOK million value cost " Total value cost " Total
Interest on amounts due from credit institutions 1105 235 1340 1294 314 1608
Interest on loans to customers 2 556 41673 44 229 3539 45189 48 728
Interest on impaired loans and guarantees 911 911 619 619
Interest on commercial paper and bonds at fair value 4439 4439 4329 4329
Interest on commercial paper and bonds, held to maturity 188 188 326 326
Front-end fees etc. 5 289 294 15 323 337
Other interest income (2327) 3350 1024 (1.945) 3529 1584
Total interest income 5778 46 646 52 424 7232 50 301 57 532
Interest on amounts due to credit institutions (1 542) (163) (1705) (1177) (188) (1 365)
Interest on deposits from customers (567) (6 077) (6 645) (497) (8 897) (9 394)
Interest on debt securities issued (3502) (8 883) (12 385) (3174) (9 635) (12 809)
Interest on subordinated loan capital (35) (496) (5632) (38) (531) (569)
Guarantee fund levy (768) (768) (845) (845)
Other interest expenses * 3893 (174) 3720 3112 (303) 2809
Total interest expenses (1753) (16 561) (18 314) (1.775) (20 399) (22 174)
Net interest income 4025 30 085 34110 5457 29 901 35 358
1) Includes hedged items.
2) Other interest expenses include interest rate adjustments resulting from interest rate swaps. Derivatives are recorded at fair value.
NOTE 19 Interest rates on selected balance sheet items
DNB Group "
Average interest rate in per cent 2 Average volume in NOK million
2016 2015 2016 2015
Assets
Due from credit institutions 0.23 0.25 579 668 647 256
Loans to customers 3.02 3.30 1494 382 1495728
Commercial paper and bonds 2.03 2.14 218 227 202 373
Liabilities
Due to credit institutions 0.60 0.41 284 606 331733
Deposits from customers 0.64 0.89 1033 895 1052 793
Securities issued 1.49 1.51 832 793 845 876

1) Applies to the DNB Group excluding DNB Livsforsikring.

2) Average interest rate in per cent is calculated as total interest in NOK for the specific products in relation to the appurtenant average capital.
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NOTE 20 Net commission and fee income

DNB Group
Amounts in NOK million 2016 2015
Money transfers 3725 3595
Asset management services 1267 1399
Custodial services 315 336
Securities broking 616 482
Corporate finance 767 609
Interbank fees 23 29
Credit broking 491 781
Sale of insurance products 2418 2661
Real estate broking 1121 1201
Other commissions and fees 708 870
Total commission and fee income 11 452 11 963
Money transfers (1795) (1670)
Asset management services (104) (282)
Custodial services (172) (174)
Securities broking 77) (119)
Corporate finance (73) (55)
Interbank fees (57) 61)
Credit broking (26) (27)
Sale of insurance products (202) (179)
Other commissions and fees (567) (534)
Total commission and fee expenses (3172) (3101)
Net commission and fee income 8 280 8 862
NOTE 21 Net gains on financial instruments at fair value

DNB Group
Amounts in NOK million 2016 2015
Foreign exchange and financial derivatives 7 898 8171
Commercial paper and bonds (1185) (1 552)
Shareholdings 431 50
Other financial assets 55 36
Financial liabilities 71 164
Net gains on financial instruments, trading 7270 6 868
Loans at fair value (465) (903)
Commercial paper and bonds (624) (1041)
Shareholdings (75) (85)
Financial liabilities 52 1837
Net gains on financial instruments, designated as at fair value (1111) (192)
Financial derivatives, hedging (4 245) (8 055)
Financial assets, hedged items (1) (2)
Financial liabilities, hedged items 3867 9029
Net gains on hedged items " ? (380) 972
Financial guarantees 595 876
Dividends 140 158
Net gains on financial instruments at fair value 6513 8 683

1)  With respect to hedged liabilities, the hedged risk is recorded at fair value, while the rest of the instrument is recorded at amortised cost. Derivatives used for
hedging are recorded at fair value. Changes in fair value arising from hedged risk are presented under Financial derivatives, hedging. Net gains on hedged
financial liabilities include amortization of fair values on discontinued hedging relationships.

2) The DNB Group uses hedge accounting for long-term borrowings in foreign currency in DNB Boligkreditt and DNB Bank ASA. Loans are hedged 1:1 through
external contracts where there is a correlation between currencies, interest rate flows and the hedging instrument. At the time the loans are raised, Markets
considers whether to enter into a hedging transaction for the relevant loan based on the Group's foreign currency positions and the underlying interest rate
exposure for the loan.
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NOTE 22 Salaries and other personnel expenses

DNB Group

Amounts in NOK million 2016 2015
Salaries (8 190) (8 269)
Employer's national insurance contributions (1301) (1 220)
Pension expenses " (1 035) 799
Restructuring expenses (720) (390)
Other personnel expenses (658) (742)
Total salaries and other personnel expenses (11 904) (9 822)
*)  Of which: Ordinary salaries (6 660) (6 732)
Performance-based pay (1 369) (1341)

1) In the fourth quarter of 2015 DNB decided to change the Group’s pension scheme from a defined-benefit to a defined-contribution scheme with effect from
31 December 2015. The change included the majority of its employees in Norway who were members of the Group’s closed defined-benefit scheme. The

change resulted in a one-time effect of NOK 1 969 million which reduced the periods pension cost.

Number of employees/full-time positions DNB Group

2016 " 2015
Number of employees as at 31 December 11 459 11 840
- of which number of employees abroad 3215 3174
Number of employees calculated on a full-time basis as at 31 December 11 007 11 380
- of which number of employees calculated on a full-time basis abroad 3176 3130
Average number of employees 11 492 11927
Average number of employees calculated on a full-time basis 11 057 11483

1)  The reduction in number of employees from 2015 reflects restructuring measures in the Group. 1 796 employees in the Baltics were included at end-December

2016.

NOTE 23 Other expenses

DNB Group
Amounts in NOK million 2016 2015
Fees " (1631) (1 545)
IT expenses (2107) (2 418)
Postage and telecommunications (238) (287)
Office supplies (76) (89)
Marketing and public relations (815) (859)
Travel expenses (237) (285)
Reimbursement to Norway Post for transactions executed (198) (174)
Training expenses (62) (75)
Operating expenses on properties and premises 2 (1191) (1114)
Operating expenses on machinery, vehicles and office equipment (93) (101)
Other operating expenses (604) (844)
Total other expenses (7 251) (7 790)

1) Systems development fees totalled NOK 1 039 million in 2016 and NOK 990 million in 2015.
2) Costs relating to leased premises were NOK 927 million in 2016 and NOK 789 million in 2015.
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NOTE 24 Depreciation and impairment of fixed and intangible assets

DNB Group
Amounts in NOK million 2016 2015
Depreciation of machinery, vehicles and office equipment (1477) (1453)
Other depreciation of tangible and intangible assets (527) (621)
Impairment of capitalised systems development (28) (105)
Impairment losses for goodwill (5)
Other impairment of fixed and intangible assets (140) (119)
Total depreciation and impairment of fixed and intangible assets (2177) (2 298)

See note 38 Intangible assets and note 39 Fixed assets.

NOTE 25 Pensions

Description of the pension schemes

The DNB Group has a defined-contribution pension scheme for all employees in Norway, with the exception of around 400 employees from the
former Postbanken who are covered by a closed group pension plan in the Norwegian Public Service Pension Fund.

The contribution rates are:

. Salary representing 0-7.1 times the National Insurance basic amount, G: 7 per cent

= Salary representing 7.1-12 times G: 15 per cent

= The Group has no defined-contribution pension scheme for salaries exceeding 12G (apart from the closed scheme)

The employees who were enrolled in the former defined-benefit occupational pension scheme (terminated on 31 December 2015) are also
covered by a compensation scheme that is structured as a supplementary, contribution-based direct pension scheme. Based on the terms

and conditions approved at the time of conversion, the savings plan in the compensation scheme aims to give the individual employee a total

pension capital when reaching the age of 67 corresponding to what he or she would have received if the defined-benefit pension scheme had
been retained.

The Group also has commitments to some employees related to salaries exceeding 12G and early retirement agreements. This pension
scheme was closed for employees who joined the Group after 30 June 2008. Further restrictions were introduced as at 30 April 2011. Those
who did not have salaries exceeding 12G on that date will not be encompassed by the scheme even if their salaries exceed 12G at a later date.

With effect from 1 January 2017, pension commitments related to salaries exceeding 12G and early retirement agreements have been con-
verted to defined-contribution schemes according to the same principles and conditions that applied in connection with the conversion of the
former defined-benefit occupational pension scheme.

Based on the terms and conditions approved at the time of conversion, the savings plan in the new schemes aim to give the individual employee
a total pension capital when reaching the age of 67, or at another agreed age, corresponding to what he or she would have received if the
defined-benefit pension scheme had been retained. The new defined-contribution pension commitments related to salaries exceeding 12G and
early retirement agreements are funded through operations.

The DNB Group has a disability pension scheme for all employees in Norway. The disability pension scheme is adapted to the new disability
pension from the National Insurance Scheme and represents:

= 3 per cent of pensionable income up to 12G
= 25 per cent of G, maximum 6 per cent of pensionable income, up to 12G
. 66 per cent of pensionable income in the interval between 6G and 12G

The Norwegian companies in the Group are part of the contractual pension (CPA) scheme for the private sector. In addition, the Group has an
agreement on contractual pensions according to public sector rules for employees who are members of the Public Service Pension Fund.

The private CPA scheme will be funded by an annual premium representing a percentage of salaries between 1 and 7.1G.
Employer's contributions are included in pension expenses and commitments.

Subsidiaries and branches outside Norway have separate schemes for their employees, mainly in the form of defined-contribution schemes.
Pension expenses for employees outside Norway represented NOK 179 million.
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NOTE 25 Pensions (continued)

Economic assumptions applied in calculating pension expenses and commitments:

Economic assumptions DNB Group
Expenses Commitments

31 Dec. 31 Dec.
Per cent 2016 2015 2016 2015
Discount rate 2.70 2.40 2.60 2.70
Anticipated rise in salaries 2.50 2.75 2.50 2.50
Anticipated increase in basic amount 2.25 2.50 2.25 2.25
Anticipated rise in pensions 0.50 0.50 0.50 0.50
Anticipated CPA acceptance Actual acceptance Actual acceptance
Demographic assumptions about mortality R K2013 K2013 K2013 K2013

1) The Group’s pension expenses and pension commitments are based on the mortality table K2013, best estimate, prepared by Finance Norway. K2013 is an
updated calculation base for statistical mortality assumptions.

Pension expenses DNB Group
2016 2015
Amounts in NOK million Funded Unfunded Total Funded Unfunded Total
Net present value of pension entitlements (62) (391) (454) (520) (61) (581)
Interest expenses on pension commitments (100) (49) (149) (424) (45) (469)
Calculated return on pension funds 91 (1) 90 325 325
Curtailment 25 212 237 1969 1969
Administrative expenses 1) 1) (8) (8)
Total defined benefit pension schemes (47) (229) (276) 1342 (105) 1237
Contractual pensions, new scheme (106) (109)
Risk coverage premium (46) (81)
Defined contribution pension schemes (607) (248)
Net pension expenses (1.036) 799
Pension commitments DNB Group
Amounts in NOK million 2016 2015
Opening balance 5393 18 941
Accumulated pension entitlements 454 581
Interest expenses 149 469
Actuarial losses/(gains), net 220 (989)
Curtailments (382) (12 918)
Pension payments (257) (853)
Exchange rate differences (167) 162
Closing balance 5410 5393
Pension funds DNB Group
Amounts in NOK million 2016 2015
Opening balance 2 896 12 945
Expected return 90 325
Actuarial gains/(losses), net (13) (37)
Curtailments (144) (10 949)
Excess pension funds that cannot be carried forward (62)
Premium paid 111 1039
Pension payments (118) (574)
Administrative expenses (1) (8)
Exchange rate differences (106) 155
Closing balance 2653 2 896
Net defined benefit obligation 2756 2497
Of which: Recorded defined benefit pension commitments 2756 2549
Recorded defined benefit pension assets 53
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Effects recorded in other comprehensive income DNB Group
Amounts in NOK million Funded Unfunded Total
Actuarial losses/(gains) 31 December 2015 770 (8) 762
Remeasurement - changes in discount rate 6 16 22
Remeasurement - changes in other economic assumptions, pension commitments 104 (650) (546)
Remeasurement - changes in other factors, pension commitments 100 705 805
Remeasurement - changes in other economic assumptions, pension funds 20 20
Remeasurement - changes in other factors, pension funds (74) (74)
Investment management costs 8 8
Total remeasurement losses/(gains) in other comprehensive income 164 70 234
Defined benefit pension scheme discontinued (22) (22)
Actuarial losses/(gains) 31 December 2016 934 40 974
Past developments DNB Group
31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec. 1 Jan.
Amounts in NOK million 2016 2015 2014 2013 2012 2012
Gross pension commitments n (5410) (5393) (18 941) (15 621) (15 248) (18 715)
Gross pension funds 2653 2896 12 945 11 649 11 365 10727
Commitments not recorded in the accounts
Net recorded pension commitments (2 756) (2 497) (5 996) (3972) (3 883) (7 988)

1)  Gross pension commitments include employer’s national insurance contributions and and financial activities tax.

Sensitivity analysis for pension calculations

The following estimates are based on facts and conditions prevailing per 31 December 2016, assuming that all other parameters are constant.

Actual results may deviate significantly from these estimates.

DNB Group
Annual rise in Annual
Discount rate salaries/basic amount rise in pensions Life expectancy
Change in percentage points +1% -1% +1% -1% +1% 0% reg. +1 year -1 year
Percentage change in pensions
Pension commitments 7-16 15-17 6-8 6-9 10-11 5- 2
Net pension expenses for the period 10-20 22-23 13-15 10-11 10-11 5-8 2

Pension commitments are particularly susceptible to changes in the discount rate. A reduction in the discount rate will, as an isolated factor,
result in an increase in pension commitments. A one percentage point reduction in the discount rate will cause an increase in pension commit-
ments in the order of 15 to 17 per cent and an increase in pension costs of 22 to 23 per cent. Higher salary increases and adjustments in

pensions will also cause a rise in pension commitments and pension expenses.
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NOTE 26 Taxes

Tax expense on pre-tax operating profit DNB Group
Amounts in NOK million 2016 2015
Current taxes (8 358) (5 584)
Changes in deferred taxes 4218 (1.464)
Tax expense (4 140) (7 048)

Reconciliation of tax expense against nominal tax rate
Amounts in NOK million

Pre-tax operating profit 23 387 31871
Estimated tax expense at nominal tax rate 25 per cent (27 per cent in 2015) (5 847) (8 605)
Tax effect of different tax rates in other countries 7 (166)
Tax effect of debt interest distribution with international branches 357 162
Tax effect of tax-exempt income from shareholdings " 531 66
Tax effect of other tax-exempt income and non-deductible expenses 496 995
Tax effect of tax losses carried forward not recognised in the balance sheet 2 123 32
Tax effect of changed tax rate for deferred taxes recognised in the balance sheet 18 549
Excess tax provision previous year 175 (81)
Tax expense (4 140) (7 048)
Effective tax rate 18% 22%

Income tax on other comprehensive income
Amounts in NOK million

Pensions 53 (265)
Hedges of net investments (1.449) 2294
Total income tax on other comprehensive income (1.396) 2029

1) In Norway, a company’s income from share investments is normally exempt from tax. As a rule, this applies to investments in companies domiciled in the
EU/EEA. The tax exemption applies to both dividends and gains/ (losses) upon realisation. However, 3 per cent of dividends from tax-exempt investments is
included in taxable income.

2) Deferred taxes for tax-deductible differences (mainly losses carried forward) in subsidiaries are not recognised in the balance sheet unless the Group can prove
that these tax positions will be utilised in the future.

Tax effect of different tax rates in other countries
The Group has operations in a number of countries whose tax rates are different from that in Norway (25 per cent).

Tax effect of debt interest distribution with international branches
According to Norwegian tax legislation, external interest expenses shall be distributed proportionally among operations in Norway and
international branches based on the respective units’ total assets. This could result in additions or deductions from income in Norway.

Expectations regarding the effective tax rate

The nominal tax rate in Norway was 25 per cent in 2016. Business operations outside Norway are subject to local tax rates in their country of
operation, and nominal tax rates range from 12 to 45 per cent. The effective taxation of operations outside Norway depends on both local tax
rules and on whether it is possible to avoid double taxation. Tax-exempt income from share investments contributes to a lower expected tax
rate than 25 per cent. In the longer term, the effective tax rate is expected to be approximately 23 per cent. In some periods, tax losses carried
forward that are not recognised in the balance sheet have caused variations in the effective tax rate. In periods when such assets have not been
recognised, the effective tax rate has been higher than the long-term expectation, whereas it has been lower in periods when tax losses not
recognised as assets have been utilised.
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NOTE 26 Taxes (continued)

Deferred tax assets/(deferred taxes) DNB Group

25 per cent deferred tax calculation on all temporary differences (Norway)
Amounts in NOK million 2016 2015

The year's changes in deferred tax assets/(deferred taxes)

Deferred tax assets/(deferred taxes) as at 1 January (6 521) (4 918)
Changes recorded against profits 4218 (1464)
Changes recorded against comprehensive income 53 (265)
Currency translation differences on deferred taxes (29) 126
Transferred to assets held for sale (133)

Deferred tax assets/(deferred taxes) as at 31 December (2412) (6 521)

Deferred tax assets and deferred taxes in the balance sheet
relates to the following temporary differences
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015

Deferred tax assets

Fixed assets and intangible assets 2) (26)
Financial derivatives (31) (16)
Other financial instruments (8) (6)
Net pension liabilities 106 102
Net other tax-deductable temporary differences 857 456
Tax losses and tax credits carried forward 482 641
Total deferred tax assets 1404 1151

Deferred taxes

Fixed assets and intangible assets 1535 1564
Commercial paper and bonds 3000 5692
Debt securities issued (6 937) (8 226)
Financial derivatives 6 326 8790
Other financial instruments 100 264
Net pension liabilities (644) (592)
Net other taxable temporary differences 602 487
Tax losses and tax credits carried forward (166) (307)
Total deferred taxes 3816 7672

Deferred taxes in the income statement relate to the following temporary differences

Amounts in NOK million 2016 2015
Fixed assets and intangible assets 29 (135)
Commercial paper and bonds RE 2693 210
Debt securities issued "2 (1290) (2 430)
Financial derivatives "% 2448 7191
Other financial instruments "2 163 457
Pensions 2 (723)
Other temporary differences 315 (169)
Tax losses and tax credits carried forward % (142) (5 865)
Deferred tax expense 4218 (1 464)

1) A significant share of the financial instruments are carried at fair value in the accounts, while for tax purposes, the same instruments are recorded on an accrual
basis in accordance with the realisation principle. This gives rise to large differences between profits stated in the accounts and profits computed for tax pur-
poses for the individual accounting years, especially in years with significant fluctuations in interest rate levels and exchange rates. These differences are offset
in the longer term.

2) Due to large exchange rate fluctuations in 2016 and 2015, there were significant changes in unrealised gains and losses on financial instruments used in
managing the Group’s currency and interest rate risk. Financial instruments are recorded in accordance with the realisation principle, while the current rate
method is used for receivables and liabilities in foreign currency. These differences are expected to be reversed within a short period of time.
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Overview over deferred tax assets from tax losses and tax credits carried forward DNB Group
31 December 2016 31 December 2015
Amounts in NOK million Total tax losses Of which basis Recognised  Total tax losses Of which basis Recognised
Tax losses carried forward carried forward for tax assets tax asset carried forward for tax assets tax assets
Norway 119 119 30 684 684 171
Singapore 351 351 88 236 236 59
Latvia 1797 655 98
Lithuania 420 372 64
Denmark 2311 1577 394 2 461 1681 420
Total of tax losses and tax assets 2781 2 047 512 5598 3628 812
Tax credits carried forward " 136 136
Total of deferred tax assets from tax losses and tax credits carried forward 648 948

1) All tax credits carried forward relates to tax payers in Norway.

Recognition of deferred tax
Deferred tax assets are capitalised to the extent it is probable that the Group will have taxable income against which temporary differences can
be utilised. Net deferred taxes on temporary differences within the same tax group are assessed and entered net in the accounts.
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As at 31 December 2016 DNB Group
Financial instruments Financial Financial
at fair value derivatives instruments Financial
through profit and loss designated carried at instruments
Designated as as hedging amortised held to
Amounts in NOK million Trading at fair value instruments cost " maturity Total
Cash and deposits with central banks 187 462 15 824 4977 208 263
Due from credit institutions 160 828 45 15 569 176 442
Loans to customers 42 974 93 753 1372 351 1509 078
Commercial paper and bonds at fair value 148 026 148 616 296 642
Shareholdings 5130 17 382 22 512
Financial assets, customers bearing the risk 60 220 60 220
Financial derivatives 124 903 33038 157 940
Commercial paper and bonds, held to maturity 94 008 94 008
Other assets 36 709 36 709
Total financial assets 669 322 335 841 33038 1429 605 94 008 2561813
Due to credit institutions 178 047 1196 33639 212 882
Deposits from customers 43 210 11 599 880 088 934 897
Financial derivatives 127 966 2195 130 161
Debt securities issued 153 485 85 521 526 863 765 869
Other liabilities 516 44 052 44 568
Subordinated loan capital 1254 28 093 29 347
Total financial liabilities * 503 223 99 570 2195 1512736 2117 724
1) Includes hedged liabilities.
2) Contractual obligations of financial liabilities designated as at fair value totalled NOK 97 363 million.
As at 31 December 2015 DNB Group
Financial instruments Financial Financial
at fair value derivatives instruments Financial
through profit and loss designated carried at instruments
Designated as as hedging amortised held to
Amounts in NOK million Trading at fair value instruments cost " maturity Total
Cash and deposits with central banks 1097 12 557 5663 19 317
Due from credit institutions 282 854 2 18 361 301 216
Loans to customers 37 640 108 687 1396 417 1542 744
Commercial paper and bonds at fair value 125 580 164 115 289 695
Shareholdings 7 259 12 082 19 341
Financial assets, customers bearing the risk 49 679 49 679
Financial derivatives 165 621 37 408 203 029
Commercial paper and bonds, held to maturity 105 224 105 224
Other assets 25739 25739
Total financial assets 620 051 347 122 37 408 1446 179 105 224 2 555 984
Due to credit institutions 129 082 2449 30 005 161 537
Deposits from customers 42 176 2060 900 192 944 428
Financial derivatives 153 829 834 154 663
Debt securities issued 159 932 86 608 558 388 804 928
Other liabilities 5359 32 315 37 675
Subordinated loan capital 1241 29712 30 953
Total financial liabilities ? 490 379 92 358 834 1550613 2134 184

1) Includes hedged liabilities.

2) Contractual obligations of financial liabilities designated as at fair value totalled NOK 90 073 million.
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NOTE 28 Fair value of financial instruments at amortised cost

DNB Group
31 December 2016 31 December 2015
Carrying Fair Carrying Fair
Amounts in NOK million amount value amount value
Cash and deposits with central banks 4977 4977 5663 5663
Due from credit institutions 15 569 15 569 18 361 18 361
Loans to customers 1372 351 1376 269 1396 417 1388 898
Commercial paper and bonds, held to maturity 94 008 102 411 105 224 114 877
Total financial assets 1486 904 1499 226 1525 664 1527 799
Due to credit institutions 33 639 33 639 30 005 30 005
Deposits from customers 880 088 880 088 900 192 900 192
Securities issued 526 863 533874 558 388 562 620
Subordinated loan capital 28 093 28 065 29712 29 711
Total financial liabilities 1468 684 1475 666 1518 298 1522 530
DNB Group
Valuation based
Valuation based  Valuation based on inputs other
on quoted prices on observable  than observable
in an active market market data market data
Amounts in NOK million Level 1" Level 2" Level 3" Total
Assets as at 31 December 2016
Cash and deposits with central banks 4977 4977
Due from credit institutions 15 569 15 569
Loans to customers 1376 269 1376 269
Commercial paper and bonds, held to maturity 90 005 12 406 102 411
Liabilities as at 31 December 2016
Due to credit institutions 33 639 33 639
Deposits from customers 880 088 880 088
Securities issued 499 379 34 495 533 874
Subordinated loan capital 17 937 10 128 28 065

1) See note 29 Financial instruments at fair value for a definition of the levels.
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NOTE 28 Fair value of financial instruments at amortised cost (continued)

Financial instruments at amortised cost

Most assets and liabilities in the DNB Group's balance sheet are carried at amortised cost. This primarily applies to loans, deposits and bor-
rowings in the banking group's balance sheet, but also investments in bonds held to maturity. Long-term borrowings in Norwegian kroner are
carried at fair value, while long-term borrowings in other currencies are carried at amortised cost. Hedge accounting may be applied.

Recording balance sheet items at amortised cost implies that the originally agreed cash flows are used, possibly adjusted for impairment. Such
valuations will not always give values which are consistent with market assessments of the same instruments. Discrepancies may be due to
diverging views on macro-economic prospects, market conditions, risk aspects and return requirements, as well as varying access to accurate
information. The above table shows estimated fair values of items carried at amortised cost.

Valuations are based on the individual instruments' characteristics and values on the balance sheet date. However, these values do not include
the total value of customer relationships, market access, brands, organisational aspects, employees and structural capital. Consequently, such

intangible assets are generally not recorded in the accounts. In addition, most transactions with customers are assessed and priced collectively
for several products, and products recorded in the balance sheet are considered along with other products and services used by the customer.

Individual assets and liabilities recorded in the balance sheet thus give no adequate reflection of the total value of the Group's operations.

Due from credit institutions and loans to customers

When valuing loans, the loan portfolio has been divided into the following categories: personal customers, small and medium-sized enterprises,
Nordic corporates, international corporates, shipping, offshore and logistics and energy. In addition, separate calculations have been made for
DNB Finans and Poland.

The valuations are based on average margins in December, considered relative to the business units' best estimate of the potential margin
requirement at year-end 2016 if the loans had been extended at that time. Differentiated margin requirements have been calculated for each
category, as specified above, based on estimated costs related to lending. The margin requirement includes costs covering normalised losses,
which, as opposed to impairment recorded in the annual accounts, represent a long-term assessment of loss levels.

Retail loans carried at amortised cost are mainly loans with floating interest rate. The fair value of the retail loans has been set at amortised
cost.

With respect to impaired loans, an assessment has been made of potential cash flows for the loans discounted by the effective rate of interest
adjusted for changes in market conditions for corresponding non-impaired loans. Loan rates prior to provisions being made reflect the increased
credit risk of the commitment. Given the general uncertainty in fair value measurements, it is evaluated that the impaired value gives a good
reflection of the fair value of these loans.

Customers will often use loan products which are carried partly at amortised cost and partly at fair value. The profitability of a customer relation-
ship is considered on an aggregate basis, and prices are set based on an overall evaluation. Correspondingly, a possible reduction in the
customer relationship value is based on an overall assessment of all products. Any decline in value apart from price changes on specific
products is included in the overall assessment of credits in the relevant customer relationship. Any reduction in the total customer relationship
value is measured on the basis of amortised cost and reported under impairment on loans.

Commercial paper and bonds, held to maturity

The valuation in level 2 is primarily based on observable market data in the form of interest rate curves, exchange rates and credit margins
related to the individual credit and the characteristics of the bond or commercial paper. For papers classified as level 3, the valuation is based
on models. See note 35 Commercial paper and bonds, held to maturity for more information.

Due to credit institutions and deposits from customers
The estimated fair value equals the balance sheet value for credit institutions. With respect to deposits from customers, fair value is assessed
to equal amortised cost.

Securities issued and subordinated loan capital
The valuation in level 2 is based on observable market data in the form of interest rate curves and credit margins when available. Securities and
subordinated loan capital in level 3 are valued based on models. The items consist mainly of funding in foreign currency.
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DNB Group
Valuation based Valuation based
on quoted prices  Valuation based on inputs other
in an active on observable  than observable
market market data market data
Amounts in NOK million Level 1 Level 2 Level 3 Total
Assets as at 31 December 2016
Deposits with central banks 203 286 203 286
Due from credit institutions 160 873 160 873
Loans to customers 42 974 93 753 136 727
Commercial paper and bonds at fair value 55303 240 963 375 296 642
Shareholdings 5756 11633 5122 22 512
Financial assets, customers bearing the risk 60 220 60 220
Financial derivatives 0 156 621 1319 157 940
Liabilities as at 31 December 2016
Due to credit institutions 179 243 179 243
Deposits from customers 54 809 54 809
Debt securities issued 239 006 239 006
Subordinated loan capital 1254 1254
Financial derivatives 0 129 098 1062 130 161
Other financial liabilities " 516 0 516
Assets as at 31 December 2015
Deposits with central banks 13 654 13 654
Due from credit institutions 282 855 282 855
Loans to customers 37 640 108 687 146 327
Commercial paper and bonds at fair value 42 689 246 273 734 289 695
Shareholdings 7 964 5080 6 297 19 341
Financial assets, customers bearing the risk 49 679 49 679
Financial derivatives 2 201 522 1504 203 029
Liabilities as at 31 December 2015
Due to credit institutions 131532 131532
Deposits from customers 44 236 44 236
Debt securities issued 246 540 246 540
Subordinated loan capital 1241 1241
Financial derivatives 0 153 519 1144 154 663
Other financial liabilities " 5285 75 5359

1)  Short positions, trading activities.

The levels

Financial instruments are categorised within different levels based on the quality of the market data for the individual instruments. With respect
to financial instruments categorised as level 2, the quality of market data may vary depending on whether the relevant instrument has been
traded. Thus, it will be natural that some instruments are moved between level 2 and level 3. This applies primarily to commercial paper and
bonds.

Level 1: Valuation based on quoted prices in an active market
Classified as level 1 are financial instruments valued by using quoted prices in active markets for identical assets or liabilities. Instruments in this
category include listed shares and mutual funds, Treasury bills and commercial paper traded in active markets.

Level 2: Valuation based on observable market data
Classified as level 2 are financial instruments which are valued by using inputs other than quoted prices, but where prices are directly or
indirectly observable for the assets or liabilities, including quoted prices in non-active markets for identical assets or liabilities.

Included in this category are, among others, interbank derivatives such as interest rate swaps, currency swaps and forward contracts with prices
quoted on Reuters or Bloomberg, basis swaps between the currencies NOK, EUR, USD and GBP and cross-currency interest rate derivatives
with customers with insignificant credit margins. Exchange-traded options are classified as level 2 if it is possible to scan or interpolate/extra-
polate implicit volatility based on observable prices.
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NOTE 29 Financial instruments at fair value (continued)

Level 3: Valuation based on other than observable market data

Classified as level 3 are financial instruments which cannot be valued based on directly observable prices. For these instruments other valuation
techniques are used, such as valuation of assets and liabilities in companies, estimated cash flows and other models where key parameters are
not based on observable market data.

Included in this category are loans to customers and instruments where credit margins constitute a major part of adjustments to market value.

Gains or losses, that occur when the estimated fair value is different from the transaction price (day-one gain/loss) have not had significant
impact to the financial statement neither for 2016 or 2015.

The instruments in the different levels

Due from credit institutions (level 2)

The item is primarily relevant for Markets. The valuation of loans to and deposits with credit institutions is mainly based on agreed interest rate
terms measured against a swap curve. The fixed-rate period is relatively short.

Loans to customers (level 3)

Loans consist primarily of fixed-rate loans in Norwegian kroner and parts of the portfolio of margin loans in Norwegian kroner. The value of
fixed-rate loans is determined by discounting agreed cash flows over the term of the loan, using a discount factor adjusted for margin require-
ments. A margin requirement is calculated for margin loans, and the difference between the margin requirement and the agreed margin is dis-
counted over the average expected time to the repricing of the loan.

Commercial paper and bonds (levels 2 and 3)

The valuation in level 2 is primarily based on observable market data in the form of interest rate curves, exchange rates and credit margins
related to the individual credit and the characteristics of the bond or commercial paper. For paper classified as level 3, the valuation is based
on indicative prices from third parties or comparable paper.

Equities including mutual fund holdings (levels 2 and 3)

Equities in level 2 comprise mutual fund holdings where the underlying investments are quoted equities, as well as a small volume of other
mutual funds. Instruments which are classified as level 3 essentially comprise property funds, limited partnership units, private equity
investments, as well as hedge fund units and investments in unquoted equities.

When determining the fair value of private equity, PE, investments, an industry standard prepared by the European Private Equity & Venture
Capital Association, EVCA, is used. The method is considered to represent the best basis for the best estimate of fair values for investments in
not very liquid equity instruments. The value of the PE funds on the balance sheet date is reported by the fund managers after the Group has
finalised its accounts. Valuations in the consolidated accounts are thus based on valuations received for previous periods, adjusted for a
reporting lag of approximately three months. The time lag is determined based on developments in a weighted index consisting of a stock
market parameter, using MSCI World as reference index, along with a parameter for anticipated long-term returns on PE investments.

Financial assets, customers bearing the risk (level 2)
The item applies to unit-linked products in DNB Livsforsikring, and the value development of the underlying funds is available on a daily basis.

Financial derivatives (levels 2 and 3)

Financial derivatives classified as level 2 are primarily currency forward contracts and interest rate and currency swaps. The valuation is based
on swap curves, and credit margins constitute a minor part of the value. In addition, the item comprises derivatives related to commodities

and forward rate agreements. These are valued based on observable market prices. Derivatives classified as level 2 also comprise equity
derivatives used in Markets' market-making activities. Most of these derivatives are related to the most traded equities on Oslo Bers, and

the valuation is based on the price development of the relevant/underlying equity and observable or estimated volatility. Financial derivatives
classified as level 3 are primarily connected to currency options, interest rate options in Norwegian kroner, as well as index derivatives. The
valuation is based on indicative prices from third parties.

Due to credit institutions (level 2)
See "Due from credit institutions" above.

Deposits from customers (level 2)
Deposits carried at fair value include special-term deposits. The valuation is primarily based on measurement in relation to a swap curve, and
changes in credit margins have an insignificant effect.

Debt securities issued (level 2)

The valuation is primarily based on observable market data in the form of interest rate curves and credit margins. The item consists mainly of
funding in Norwegian kroner. For foreign currency funding, hedge accounting is used where hedges are entered into. In all other respects, debt
securities issued are carried at amortised cost.

Subordinated loan capital (level 2)
Subordinated loans carried at fair value consist of one loan in Norwegian kroner, and the valuation is based on observable interest rate curves
and credit margins.
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NOTE 29 Financial instruments at fair value (continued)

Financial instruments at fair value, level 3 DNB Group
Financial
Financial assets liabilities
Commercial
Loans to paper and Share- Financial Financial
Amounts in NOK million customers bonds holdings derivatives derivatives
Carrying amount as at 31 December 2014 100 986 251 7621 1877 1463
Net gains on financial instruments (913) 9) 871 61 (24)
Additions/purchases 36 077 532 465 520 467
Sales (344) (2674)
Settled (27 383) 0 (981) (777)
Transferred from level 1 or level 2 818
Transferred to level 1 or level 2 (462)
Other (81) (51) 14 27 15
Carrying amount as at 31 December 2015 108 687 734 6 297 1504 1144
Net gains on financial instruments (525) (97) 5 (201) (122)
Additions/purchases 13 669 308 396 802 797
Sales (657) (1 539)
Settled (27 975) 0 (772) (751)
Transferred from level 1 or level 2 698
Transferred to level 1 or level 2 (576)
Other " (103) (35) (36) (14) (6)
Carrying amount as at 31 December 2016 93 753 375 5122 1319 1062

1) Includes assets and liabilities in the Baltics reclassified as assets and liabilities held for sale in August 2016.

Loans to customers
The portfolio of loans carried at fair value consists primarily of fixed-rate loans in Norwegian kroner and a share of margin loans in Norwegian
kroner.

Fixed-rate loans

The value of fixed-rate loans is determined by discounting agreed interest flows over the term of the loan, using a discount factor adjusted for
margin requirements. The discount factor used has as a starting point a swap rate based on a duration equal to the average remaining lock-in
period for the relevant fixed-rate loans. The assumptions underlying the calculation of the margin requirement are based on a review of the
market conditions on the balance sheet date and on an assessment of the deliberations made by external investors when investing in a
corresponding portfolio. Fixed-rate loans carried at fair value totalled NOK 81 742 million at year-end 2016.

Margin loans carried at fair value

A margin loan has an agreed interest rate consisting of a reference interest rate and a margin add-on. Reference rates will normally be set

for a period of three months, but the margin can be determined for considerably longer periods. In times of significant interest rate fluctuations
and reduced liquidity in the market, as has been the case during the financial turmoil, long-term funding costs increased. This is of significance
for the margin requirements used by the bank in its calculations. The margin requirements are measured against agreed margins, and dis-
crepancies are discounted over the average period up until the expected margin adjustment. This period is based on assessments from the
Group's business areas, but will require significant judgment based on past experience. The period up until the actual adjustment of the margin
represents the largest element of uncertainty in these calculations. Margin loans carried at fair value totalled NOK 12 012 million at year-end
2016.

Commercial paper and bonds
Investments classified as level 3 primarily consist of corporate high-yield bonds with limited liquidity.

Equities including mutual fund holdings

Investments classified as level 3 consist of private equity funds, property funds, limited partnerships, unquoted hedge funds and unquoted
equities. A common denominator for these investments is that there is a lag in the access to information from the units. In times of financial
market turmoil, there may be considerable uncertainty related to the valuation of these investments.

Financial derivatives, assets and liabilities
ltems classified as level 3 are primarily currency options, interest rate options in Norwegian kroner and derivatives related to developments
in the consumer price index.
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NOTE 29 Financial instruments at fair value (continued)

Breakdown of fair value, level 3 DNB Group
31 December 2016
Commercial

Loans to paper and Share-
Amounts in NOK million customers bonds holdings
Principal amount/purchase price 92 417 412 4377
Fair value adjustment 1163 (37) 746
Accrued interest 173
Carrying amount 93 753 375 5122

1) Changes in the fair value of customer loans mainly result from changes in swap rates. A corresponding negative adjustment is made in the fair value of financial

instruments used for economic hedging.

Breakdown of shareholdings, level 3 DNB Group
Private
Property Hedge- Unquoted Equity (PE)
Amounts in NOK million funds funds equities funds Other Total
Carrying amount as at 31 December 2016 440 845 1037 2776 24 5122
Sensitivity analysis, level 3 DNB Group
Effect of
Carrying amount possible
Amounts in NOK million 31 Dec. 2016 assumptions
Loans to customers 93 753 (208)
Commercial paper and bonds 375 1)
Shareholdings 5122
Financial derivatives, net 257

In order to show the sensitivity of the loan portfolio, the discount rate on fixed-rate loans and the margin requirement on margin-based loans

have been increased by 10 basis points

Level 3 bonds mainly represent investments in Norwegian industries and power companies. A 10 basis point increase in the discount rate has

had insignificant effects.

Level 3 equities represent a total of NOK 4 107 million in private equity investments, property funds, hedge funds and unquoted equities in
DNB Livsforsikring. The fair values of the funds are largely based on reported values from the fund managers. For private equity and property
funds, the fund managers use cash flow-based models or multiples when determining fair values. The Group does not have full access to infor-
mation about all elements in these valuations and thus has no basis for determining alternative values for alternative assumptions. The use of
alternative values will have a limited effect on the Group’s profits, as the investments are included in DNB Livsforsikring’s common portfolio.
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NOTE 30 Offsetting

The table below presents the potential effects of the group’s netting arrangements on financial assets and financial liabilities.
See note 1 Accounting principles for more information.

DNB Group
Amounts
offset in the Amounts
statement after
Gross of financial Carrying Netting Other possible
Amounts in NOK million amount position amount agreements collateral " netting
Assets as at 31 December 2016
Due from credit institutions * 153 938 153 938 153 938
Loans to customers ? 43 496 43 496 43 496
Financial derivatives 124 370 124 370 54 603 36 805 32 963
Liabilities as at 31 December 2016
Due to credit institutions 20 375 20 375 20 375
Deposits from customers 2 1185 1185 1185
Financial derivatives * 95 138 95 138 54 603 22 591 17 945
DNB Group
Amounts
offset in the Amounts
statement after
Gross of financial Carrying Netting Other possible
Amounts in NOK million amount position amount agreements collateral " netting
Assets as at 31 December 2015
Due from credit institutions ? 279 338 279 338 279 337
Loans to customers 2 38 546 38 546 38 546
Financial derivatives * 156 211 156 211 57 533 39610 59 068
Liabilities as at 31 December 2015
Due to credit institutions 22 001 22 001 22 001
Deposits from customers 2
Financial derivatives * 116 772 116 772 57 533 46 412 12 827

1) Includes cash collateral and securities received/transferred from/to counterparties and securities received/placed as collateral in depositories in Clearstream or
Euroclear.

2) Includes repurchase and reverse repurchase agreements, securities borrowing and lending transactions.

3) Gross amounts represent the market value of the derivatives subject to master netting agreements or collateralised by cash or securities under Credit Support
Annex.

NOTE 31 Shareholdings

Investments in shares, mutual funds and equity certificates n DNB Group
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Total investments in shares, mutual funds and equity certificates, excluding DNB Livsforsikring 6 520 8 789
Total investments in shares, mutual funds and equity certificates, DNB Livsforsikring 15992 10 552
Total investments in shares, mutual funds and equity certificates 22 512 19 341
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NOTE 31 Shareholdings (continued)

Specification of the largest investments in shares, mutual funds and equity certificates as at 31 December 2016

DNB Group excl. DNB Livsforsikring DNB Livsforsikring
Ownership Ownership

Number share in Recorded Number share in Recorded
Carrying amount in NOK 1 000 of shares per cent ? value _Carrying amount in NOK 1 000 of shares per cent ? value
Financial institutions
Bank of New York 100 000 0.0 860 920
Storebrand ASA ¥ 9788 630 22 449 494
Other financial institutions 32643
Total financial institutions 1343 057
Norwegian companies Norwegian companies
Alpinco 347 043 19.9 56 161 Marineholmen Forskningspark 8 154 0.6 54 909
American Shipping Companya) 9 506 257 15.7 231002 NMI Fund Il KS 351 156 44 477
DNO ¥ 6 957 991 0.6 59 004 NMI Global Fund KS 338 625 67 735
Eiendomsverdi 353 269 18.8 50 577 Nordic Trustee 26214 94 737
Europris 3 1180 000 0.7 43 542 Oslo Bers VPS Holding 8 522 045 775 506
Finn Eiendom 755 7.6 91 338 Other Norwegian companies 87 365
Koksa Eiendom 16 198 752 12.6 189 000 Total Norwegian companies 1124 730
Marine Harvest” 338 400 0.1 52 689
Nokas 15769 3.9 44 153
Nordic Semiconductor ¥ 2150 829 13 75 494
Norsk Hydro ¥ 1111 404 0.1 45901
Norway Royal Salmon 2371819 5.4 490 967
Norwegian Air Shuttle ¥ 222917 0.6 63977
NRC Group ¥ 2081301 5.4 141528
Olan Thon Eiendomsselskap ¥ 286 622 0.3 45 860
Opera Software * 2034 900 14 75 902
Other Norwegian companies 862 681
Total Norwegian companies 2619776
Companies based abroad
Cherry AB ¥ 255 000 15 60 973
Deep Sea Supply ® 41120 000 14.1 57 157
Golar LNG ¥ 4162765 4.2 836 819
Golden Ocean ) 1524 846 1.4 62 976
Seadrill ¥ 3419706 0.7 101976
Subsea 7 ¥ 420 818 0.1 45995
Teekay Offshore Partners * 474 525 10.0 82970
Other companies based abroad 334 472
Total companies based abroad 1583 338
Mutual funds ¥ Mutual funds *
Interest funds 469 467 Interest funds 2917 359
Combination funds 47 870 Combination funds 19 289
Equity funds 140 082 Equity funds 7572818
Private equity funds * 246 406  Private equity funds 2 550 008
Other funds 69 568 Other funds 1808 196
Total mutual funds 973 393 Total mutual funds 14 867 670
Total investments in shares, mutual funds and equity certificates 6 519 564 Total investments in shares, mutual funds and equity certificates 15992 400

1)  Equity certificates represent investments in savings banks.

2) Ownership share in per cent is based on the company's total share capital and does not include derivative contracts.

3) Shares and funds carried at fair value in Markets totalled NOK 4 297 million at year-end 2016. Markets' equity investments are mainly an instrument in hedging
its equity derivative exposure through the business area's market making activities. Value at Risk for the equity operations in Markets represented approximately
NOK 5.5 million at year-end 2016.

4) Investments in unconsolidated structured entities totalled NOK 15 841 million at year-end 2016, representing the investments fair value. The investments’
maximum exposure to loss equalled their total fair value. For further information about fair value and sensitivity analysis, see note 29 Financial instruments at
fair value. The investments are not consolidated because the Group does not control these investments through voting rights, contracts, funding agreements or
other means. The holdings in the unconsolidated funds owned by DNB Livsforsikring and managed by DNB Asset Management were below 40 percent at year-
end.

5) At year-end 2016, capital commitments related to DNB Livsforsikring’s and DNB Bank’s investments in private equity funds totalled NOK 1 360.2 million and
NOK 83.0 million, respectively. The Group did not provide any financial or other support to unconsolidated structured entities during the year. The Group
earns management fees and, occasionally, performance-based fees for its investment management services to these funds.
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NOTE 32 Transferred assets or assets with other restrictions

Transferred assets still recognised in the balance sheet DNB Group
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Guarantees

Loans transferred to Eksportfinans 2212

Repurchase agreements

Commercial paper and bonds 14 726 5128
Securities lending

Shares 215 753
Total guarantees, repurchase agreements and securities lending 14 941 8 094
Liabilities associated with the assets DNB Group
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Guarantees

Deposits from Eksportfinans 2212
Repurchase agreements

Due to credit institutions 10 446 3707
Deposits from customers 1185 661

Securities lending

Due to credit institutions 224 618
Deposits from customers 2 172
Total liabilities 11 857 7370

DNB Bank ASA recognised loans which according to a legal agreement have been transferred to Eksportfinans ASA and were guaranteed by
DNB Bank ASA. According to the agreement, the bank carried interest rate, settlement and credit risk associated with the transferred loans. The
loans had a corresponding liability recognised as deposits from Eksportfinans. At year-end 2015 the loan portfolio transferred to Eksportfinans
amounted to NOK 2 212 million, at year-end 2016 the balance was zero.

Restricted assets

Local statutory capital requirements might restrict the ability of the Group to access or transfer assets freely to or from other entities within the
Group and to settle liabilities within the Group.

Restrictions affecting the Group’s ability to use assets:

. The Group has pledged assets to collateralise its obligations (pledged securities) and issued covered bonds (cover pool), see note 52 Off-
balance sheet transactions and contingencies for further information.
= The Group has pledged collateral in connection with derivative instruments, see note 15 Financial derivatives for further information.

= The assets of consolidated structured entities (investment funds) are held for the benefit of the parties that have bought the notes issued
by these entities. At year-end 2016 and 2015, assets related to holdings outside the Group represented NOK 27 009 million and NOK
17 403 million, respectively, which is reflected as a corresponding liability in the balance sheet.

= Assets held by insurance subsidiaries are primarily held to satisfy the obligations to the companies’ policy holders. At year-end 2016 assets
held by the insurance subsidiaries amounted to NOK 300 701 million, compared to NOK 285 863 million at year-end 2015. These assets
are related to DNB Livsforsikring AS and DNB Forsikring AS, and include Financial assets, customers bearing the risk.

213



Directors' report and annual accounts
Annual accounts DNB Group

NOTE 33 Securities received which can be sold or repledged

Securities received DNB Group
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015

Reverse repurchase agreements

Commercial paper and bonds 190 083 310 662
Securities borrowing

Shares 31121 4931
Total securities received 221 204 315 593

Of which securities received and subsequently sold or repledged:
Commercial paper and bonds 4203 9 656
Shares 10 084 3825

Securities which have been purchased under an agreement to resell are generally not recognised, as the risk and returns associated with
ownership of the assets are normally not transferred. Such transactions primarily involve fixed-income securities. Securities received, including
securities received as collateral, are registered off the balance sheet irrespective of whether the Group has the right to sell or repledge the
securities. Upon the sale of securities received, the Group will record an obligation in the balance sheet.

NOTE 34 Financial assets and insurance liabilities, customers bearing the risk

DNB Group
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Mutual funds 27 620 22 504
Bond funds 19 929 16 387
Money market funds 7232 5978
Combination funds 3844 3300
Bank deposits 1595 1510
Total financial assets, customers bearing the risk " 60 220 49 679
Total insurance liabilities, customers bearing the risk 60 220 49 679

1) The figures show a breakdown of customer assets invested in products with a choice of investment profile. For such assets, the customers carry the financial
risk.
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NOTE 35 Commercial paper and bonds, held to maturity

DNB Group

31 Dec. 31 Dec.

Amounts in NOK million 2016 2015
International bond portfolio 12 760 19 162
DNB Livsforsikring AS 82 664 87 599
Other units " (1416) (1537)
Commercial paper and bonds, held to maturity 94 008 105 224

1) Including eliminations of DNB Livsforsikring's investments in bonds issued by DNB Boligkreditt.

As part of ongoing liquidity management, DNB Bank has invested in a portfolio of securities. The portfolio can be used to regulate the liquidity
requirement and as a basis for furnishing collateral for operations in various countries. Among other things, the securities serve as collateral
for short and long-term borrowing in a number of central banks and as a basis for liquidity buffers to meet regulatory requirements. With effect
from 1 July 2008, the international bond portfolio was reclassified from the category "fair value through profit or loss" to "held-to-maturity invest-
ments". In the period following the reclassification some additional investments were classified as held-to-maturity. Portfolios in this category
are recorded at amortised cost and written down if there is objective evidence of a decrease in value.

Effects of the reclassifications of the international bond portfolio

By measuring the portfolio at amortised cost, the value of the portfolio as at 31 December 2016 was NOK 0.3 billion higher than if the previous
valuation principle had been retained. On the reclassification date, the carrying amount of the portfolio was NOK 88.0 billion, compared with
NOK 10.4 billion at end-December 2016. The average term to maturity of the portfolio was 5.2 years, and the change in value resulting from

a credit spread adjustment of one basis point was NOK 5.8 million at end-December 2016.

Effects on profits of the reclassification DNB Group
Amounts in NOK million 2016 2015
Recorded amortisation effect 84 95
Net gain, if valued at fair value 448 (170)
Effects of reclassification on profits (364) 265
Effects on the balance sheet of the reclassification DNB Group

31 Dec. 31 Dec.
Amounts in NOK million 2016 2015
Recorded, unrealised losses 318 402
Unrealised losses, if valued at fair value 665 1113
Effects of reclassification on the balance sheet 347 71
Development in the portfolio after the reclassification DNB Group

31 Dec. 31 Dec.
Amounts in NOK million 2016 2015
Reclassified portfolio, carrying amount 10 414 14 686
Reclassified portfolio, if valued at fair value 10 067 13975
Effects of reclassification on the balance sheet 347 71

DNB Livsforsikring
Bonds held-to-maturity totalled NOK 80.9 billion in DNB Livsforsikring AS's as at 31 December 2016, mainly comprising bonds issued by highly
creditworthy borrowers. Only in exceptional cases does DNB Livsforsikring invest in bonds issued by traditional manufacturing companies.

DNB Group
Per cent NOK million
31 Dec. 2016 31 Dec. 2016

Asset class
Government/government-guaranteed 20.53 16 600
Guaranteed by supranational entities 2.23 1800
Municipalities/county municipalities 3.30 2671
Bank and mortgage institutions 23.42 18 942
Covered bonds 34.28 27723
Other issuers 16.24 13136
Total bond portfolio DNB Livsforsikring, held to maturity, nominal values 100.00 80 872
Accrued interest, amortisation effects and fair value adjustments 1792
Total bond portfolio DNB Livsforsikring, held to maturity 82 664
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NOTE 36 Investment properties

DNB Group

31 Dec. 31 Dec.

Amounts in NOK million 2016 2015
DNB Livsforsikring 15 565 15195
Properties for own use (827) (794)
Other investment properties n 1175 2333
Total investment properties 15912 16 734

1)  Other investment properties are mainly related to acquired companies.

Fair value

Investment properties in DNB Livsforsikring are part of the common portfolio and are owned with the intention to achieve long-term returns for
policyholders. The property portfolio is recorded at fair value on the balance sheet date. Fair value is defined as the price that would be received
to sell an asset in an orderly transaction between market participants (“exit price”).The Norwegian properties are valued by using an internal
valuation model, and is thus classified at level three in the valuation hierarchy. As a supplement, external appraisals are obtained for a repre-
sentative selection of properties in the portfolio at regular intervals throughout the year. This selection represents close to 83 per cent of the
values in the portfolio. During the fourth quarter of 2016, external appraisals were obtained for a total of eight properties, representing 32 per
cent of portfolio value. The purpose of the external appraisals is to benchmark the internal valuations against independent references. Internal
calculations and the values recorded in the balance sheet are 1.4 per cent higher than average external appraisals. The Swedish properties in
the portfolio and partially owned properties are valued based on external appraisals.

Internal valuation model

In the internal model, fair value is calculated as the present value of future cash flows during and after the contract period. The required rate of
return stipulated in the model reflects market risk. A required rate of return of 7.6 per cent has principally been used. The required rate of return
in 2016 was 8.0 per cent up to and including the third quarter. In order to adapt to the market situation, the required rate of return was reduced
in the fourth quarter.However, certain individual assessments of the required rate of return are made at segment level. The model uses the
same required rates of return for cash flow both during and after the contract period.

Specific property risk is reflected in the cash flow through contractual rent, future market rent, operating expenses, required investments,
adaptations for new tenants upon expiry of the contract, vacancy risk and adjustments for future price inflation, CPI (Norges Bank’s inflation
target).

Developments in market and contractual rents

During 2016, total contractual rent for the wholly-owned portfolio in Norway declined by NOK 489 million to NOK 728 million, while the estimated
market rent was down NOK 490 million to NOK 789 million. Adjusted for changes in the portfolio, contractual rent rose by NOK 41 million, while
market rent increased by NOK 19 million.

Value development and sensitivity
The valuations resulted in a NOK 580 million positive revaluation of the property portfolio in 2016.

Valuations are particularly sensitive to changes in required rates of return and assumptions regarding future income flows. Other things equal,
a 0.25 percentage point reduction in the required rate of return will change the value of the property portfolio by approximately 4.4 per cent or
NOK 550 million. Correspondingly, a 5 per cent change in future market rents will change the value of the property portfolio by approximately
3.7 per cent or NOK 470 million.

Vacancy
At year-end 2016, economic vacancy in the portfolio was 8.6 per cent, compared with 7.0 per cent a year earlier.

Other investment properties
The Group’s other investment properties are mainly related to acquired companies and are classified at level 3 in the valuation hierarchy.
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NOTE 36 Investment properties (continued)

Investment properties according to geographical location

DNB Livsforsikring

Gross Average
Fair value rental area rental period
Type of building Location NOK million m’ No. of years
Office buildings Eastern Norway 3411 119 284 4.6
Office buildings Rest of Norway 3064 134 894 5.1
Shopping centres Norwegian cities 4011 111 747 3.8
Hotels Norwegian cities 2088 68 767 11.8
Abroad Stockholm/Gothenburg 2990 77 002 9.7
Total investment properties as at 31 December 2016 15 565 511 694 6.2
Total investment properties as at 31 December 2015 15195 506 456 59
Change in 2016 369 5238 0.3
Total investment properties as at 31 December 2016 15 565 511 694 6.2
Projects, expected completion DNB Livsforsikring
Amounts in NOK million 2017 2018 2019
Contractual obligations for property purchases and development 56 100
Amounts included in the income statement DNB Group
Amounts in NOK million 2016 2015
Rental income from investment properties 863 1446
Direct expenses (including repairs and maintenance) related to investment properties generating rental income (197) (285)
Direct expenses (including repairs and maintenance) related to investment properties not generating rental income (20) (51)
Total 646 1110
Changes in the value of investment properties DNB Group
Amounts in NOK million Investment properties
Carrying amount as at 31 December 2014 30 404
Additions, purchases of new properties 156
Additions, capitalised investments 349
Additions, acquired companies 454
Net gains 2417
Disposals " (17 477)
Exchange rate movements 432
Carrying amount as at 31 December 2015 16 734
Additions, purchases of new properties 84
Additions, capitalised investments 263
Additions, acquired companies 1259
Net gains 2 510
Disposals ¥ (2577)
Exchange rate movements (361)
Carrying amount as at 31 December 2016 15912

1) Includes NOK 2 638 million in investment properties in DNB Scandinavian Property Fund. The company is no longer consolidated from the third quarter of 2015,
but presented as an associated company.

2) Of which NOK 35 million represented a net loss on investment properties which are not owned by DNB Livsforsikring.

3) Includes NOK 622 million in investment properties in the Baltics, reclassified as assets held for sale in August 2016.
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NOTE 37 Investments accounted for by the equity method

DNB Group

Amounts in NOK million 2016 2015
Carrying amount as at 1 January 9525 5 866
Share of profits after tax 771 162
Impairment of the ownership interest in Eksportfinans AS n 144 199
Share of other comprehensive income ? (880) 889
Additions/disposals (1793) 2477
Dividends (69)
Carrying amount as at 31 December Rl 7768 9 525
DNB Group

Ownership Carrying Carrying

Assets Liabilities share (%) amount amount

31 Dec. 31 Dec. Income Profit 31 Dec. 31 Dec. 31 Dec.

Amounts in NOK million 2016 ¥ 2016 ¥ 2016 ¥ 2016 ¥ 2016 2016 2015
Eksportfinans AS " 34171 26 106 (0) (0) 40 3219 3139
DNB Scandinavian Property Fund 6072 51 300 355 46 2753 2 686
Serlandssenteret DA 2659 144 127 257 50 1257 1279
Lade Handelspark DA 1094
Visa Norge ? 283 889
Other associated companies 256 439
Total 7768 9 525

1) Moody’s and Standard & Poor’s downgrades of Eksportfinans’ credit rating in the fourth quarter of 2011 resulted in sizeable unrealised gains on the company’s
long-term funding. The effect of these unrealised gains on DNB’s holding, after tax, represented NOK 11.8 billion. After reviewing the fair value of the company
in connection with the closing of the annual accounts, DNB wrote down the value by an amount corresponding to unrealised gains on Eksportfinans’ own debt
in the fourth quarter of 2011. Since 2011 the required rate of return in the market was reduced, and Eksportfinans had sizeable unrealised losses on own debt.
The impairment loss recorded by DNB in the fourth quarter of 2011 was reversed by an amount corresponding to these unrealised losses. The remaining adjust-
ment amounting to NOK 144 million was reversed in 2016. The impairment loss in 2011 and subsequent reversals have been reported on the line "Profit from
investments accounted for by the equity method” along with DNB'’s share of profits from the company.

2) DNB has indirect ownership interests in Visa Europe through its membership in Visa Norway. In connection with the valuation of the holdings in Visa Europe
as at 31 March 2016 an accumulated gain of NOK 855 million was recognized in other comprehensive income. Upon the completion of the acquisition of Visa
Europe by Visa Inc in the second quarter of 2016, this amount was reclassified to profit and a total gain of NOK 1 128 million was recognized as “Profit from
investments accounted for by the equity method” in the income statement.

3) Include deferred tax positions and value adjustments not reflected in the company's balance sheet.

4) Values in the accounts of associated companies. Preliminary and unaudited accounts have been used.
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DNB Group
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Goodwill 4765 4834
Capitalised systems development 948 1042
Other intangible assets 100 199
Total intangible assets 5814 6 076

DNB Group

Capitalised Other
systems intangible

Amounts in NOK million Goodwill development assets Total
Cost as at 1 January 2015 9182 5451 1132 15765
Additions 12 164 51 227
Additions from the acquisition/establishment of other companies
Increase/reduction in cost price
Disposals (11) (811) (119) (941)
Exchange rate movements 57 118 (64) 111
Cost as at 31 December 2015 9 240 4921 1000 15 161
Total depreciation and impairment as at 1 January 2015 (4 401) (4 190) (888) (9 479)
Depreciation (322) (84) (406)
Impairment (105) (105)
Disposals 2 811 73 887
Exchange rate movements (7) (73) 98 18
Total depreciation and impairment as at 31 December 2015 (4 406) (3 879) (801) (9 086)
Carrying amount as at 31 December 2015 4834 1042 199 6 076
Cost as at 1 January 2016 9240 4921 1000 15 161
Additions 19 285 346 650
Additions from the acquisition/establishment of other companies 0) 0)
Increase/reduction in cost price (41) 0) (41)
Disposals (29) (569) (461) (1 060)
Exchange rate movements (56) (55) (40) (150)
Cost as at 31 December 2016 9134 4582 845 14 561
Total depreciation and impairment as at 1 January 2016 (4 406) (3 879) (801) (9 086)
Depreciation (283) (43) (326)
Impairment (5) (21) (26)
Disposals 489 70 559
Exchange rate movements 43 60 29 132
Total depreciation and impairment as at 31 December 2016 (4 368) (3 634) (745) (8 747)
Carrying amount as at 31 December 2016 4765 948 100 5814

Goodwill

The risk-free interest rate is set at 3 per cent, the market risk premium is set at 5 per cent, and the long-term growth factor is set at 2.5 per cent
for all cash-generating units. Beta values are estimated separately for each cash-generating unit. Required rate of return is before tax. For a
detailed description of methods and assumptions used in the calculation of the recoverable amount for goodwill, see note 1 Accounting

principles.
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NOTE 38 Intangible assets (continued)

Goodwill per unit as at 31 December 2016 DNB Group
Growth factor ~ Required rate of Recorded

(per cent)  return (per cent) (NOK million)

DNB Asset Management 25 13.7 1679
Personal customers 25 12.4 982
Small and medium sized enterprises 2.5 12.4 483
DNB Finans - car financing 25 12.4 791
Other 2.5 12.4 830
Total goodwill 4765
Goodwill per unit as at 31 December 2015 DNB Group
Growth factor  Required rate of Recorded

(per cent)  return (per cent) (NOK million)

DNB Asset Management 25 12.9 1705
Personal customers 25 11.8 982
Small and medium sized enterprises 25 11.8 483
DNB Finans - car financing 25 11.8 811
Other 25 11.8 853
Total goodwill 4834

DNB Asset Management

The unit includes asset management operations, mainly in Norway and Sweden. Total goodwill from units in the operational area is assessed
collectively, and the cash-generating unit represents the entire operational area. Operations are integrated, and synergies and rationalisation
effects have been realised throughout the organisation. The operational area is the lowest level at which cash flows can be identified. The most
critical assumptions for cash flows during the plan period are developments in the securities markets, net sales of mutual funds and margins.

Personal customers — parent bank

This unit encompasses banking operations (loans and deposits) for personal customers in the regional network in Norway, and recorded
goodwill mainly stems from the merger between DnB and Gjensidige NOR and the acquisition of Nordlandsbanken. In addition, some good-
will remains from previously acquired offices in Gjensidige NOR. Key assumptions for cash flows during the plan period are developments in
margins, volumes and impairment of loans.

Small and medium-sized enterprises — parent bank

This unit encompasses banking operations (loans and deposits) for corporate customers in the regional network in Norway, and recorded good-
will mainly stems from the merger between DnB and Gjensidige NOR. Key assumptions for cash flows during the plan period are developments
in margins, volumes and impairment of loans.

DNB Finans — car financing

The unit encompasses DNB's car financing operations in Norway and Sweden, and goodwill stems from DNB's acquisition of Skandiabanken’s
car financing operations with effect from 2008. Critical assumptions for cash flows during the plan period are car sales figures and DNB Finans'
ability to retain customer relations with important car dealers, along with long-term margin developments and the level of impairments of loans.

220



NOTE 39 Fixed assets

Directors' report and annual accounts
Annual accounts DNB Group

DNB Group
Real property Real property Machinery, Fixed assets Other
at historic at fair equipment operational fixed

Amounts in NOK million cost value and vehicles leases assets Total
Accumulated cost as at 31 December 2015 798 951 3683 8 648 174 14 255
Reclassified fixed assets 7 (7)
Additions 19 235 2333 27 2614
Revaluation 0 47 (0) 48
Fixed assets, reclassified as held for sale (419) (280) (100) (799)
Disposals (198) (303) (2 667) (27) (3 196)
Exchange rate movements (35) (25) (296) 7) (364)
Cost as at 31 December 2016 173 998 3302 8018 67 12 558
Total depreciation and impairment ast at 31 December 2015 (210) (157) (1996) (2928) (104) (5 395)
Fixed assets, reclassified as held for sale 113 209 62 384
Disposals 78 247 1584 20 1929
Depreciation " (20) (14) (347) (1 252) (13) (1 646)
Impairment (13) (13)
Exchange rate movements 12 13 103 5 132
Total depreciation and impairment as at 31 December 2016 (39) (171) (1.875) (2 493) (31) (4 609)
Carrying amount as at 31 December 2016 133 827 1427 5525 36 7 949
*)  Value of property classified at fair value according to the historic cost principle 168

1) Based on cost less any residual value, other assets are subject to straight-line depreciation over their expected useful life within the following limits:

Technical installations 10 years
Machinery 3-10 years
Fixtures and fittings 5-10 years
Computer equipment 3-5 years
Means of transport 5-7 years

The DNB Group has not placed any collateral for loans/funding of fixed assets, including property.
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NOTE 40 Assets and liabilities held for sale

On 25 August 2016 DNB and Nordea announced an agreement to combine their operations in Estonia, Latvia and Lithuania. The transaction is
conditional upon regulatory approvals, and is expected to close in the second quarter of 2017. Nordea and DNB will have equal voting rights in
the combined bank, while having different economic ownership levels that reflect the relative equity value of their contribution to the combined
bank at the time of closing.

Once the transaction has been completed DNB Bank ASA will no longer have full control of its subsidiaries, but will be involved in the financial
and operating policy decisions of the new company established together with Nordea. At end-December 2016 all assets and liabilities related to
DNB'’s Baltic operations were presented as held for sale, while there were no changes in the presentation in the income statement. The capital
adequacy reporting was not affected. No impairment loss has been recognised in the income statement following the reclassification. The
subsidiaries are part of DNB’s Large corporates and international customers segment. Following the completion of the transaction, DNB’s
ownership will be consolidated on one line in the financial statement according to the equity method.

The table below shows consolidated balance sheet amounts reclassified as assets and liabilities held for sale at end-December 2016.

DNB Baltics
Amounts in NOK million 31 Dec. 2016
Assets
Cash and deposits with central banks 3645
Diue from credit institutions 229
Loans to customers 45 007
Commercial paper and bonds at fair value 1713
Shareholdings 47
Financial derivatives 72
Investment properties 607
Intangible assets 78
Deferred tax assets 124
Fixed assets 406
Other assets 375
Total assets 52 303
Liabilities
Due to credit institutions 3834
Deposits from customers 36 464
Financial derivatives 402
Payable taxes 21
Other liabilities 439
Provisions 4
Total liabilities 41 165
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NOTE 41 Leasing

Financial leases (as lessor) DNB Group
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Gross investment in the lease

Due within 1 year 13 472 12 292

Due in 1-5 years 35624 32324

Due in more than 5 years 3335 3042
Total gross investment in the lease 52 431 47 659
Present value of minimum lease payments

Due within 1 year 12 930 11789

Due in 1-5 years 28 883 26 595

Due in more than 5 years 2226 2027
Total present value of lease payments 44 039 40 410
Unearned financial income 8 393 7249
Unguaranteed residual values accruing to the lessor 65 128
Accumulated loan-loss provisions 826 1742
Variable lease payments recognised as income during the period 117 119
Operational leases (as lessor) DNB Group
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Future minimum lease payments under non-cancellable leases

Due within 1 year 343 1073

Due in 1-5 years 1726 3740

Due in more than 5 years 35 1603
Total future minimum lease payments under non-cancellable leases 2103 6417
Operational leases (as lessee) DNB Group
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Minimum future lease payments under non-cancellable leases

Due within 1 year 89 36

Due in 1-5 years 436 644

Due in more than 5 years 5457 5743
Total minimum future lease payments under non-cancellable leases 5982 6423
Total minimum future sublease payments expected to be received under non-cancellable subl 234 146

DNB Group

Amounts in NOK million 2016 2015
Leases recognised as an expense during the period

Minimum lease payments 806 843

Variable lease payments
Total leases recognised as an expense during the period 806 843
Impairment of leases 0) 0)

Financial leases (as lessor)
The DNB Group's financial leasing operations apply to DNB Bank ASA and DNB’s operations in Baltics and Poland.

Operational leases (as lessor)
Mainly comprises operational leasing operations in DNB Bank ASA, in addition to leasing of investment properties in DNB Livsforsikring.

Operational leases (as lessee)
Mainly include premises leased by DNB Bank ASA.
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NOTE 42 Other assets

DNB Group
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Accrued expenses and prepaid revenues 1056 826
Amounts outstanding on documentary credits and other payment services 1809 1480
Unsettled contract notes 1219 1160
Past due, unpaid insurance premiums 235 324
Investment funds owned by non-controlling interests 27 009 17 403
Other amounts outstanding 5381 4 547
Total other assets 36 709 25739
Due to changes in principles, some comparative figures have been restated. See further details in note 1 Accounting principles.
NOTE 43 Deposits from customers for principal customer groups

DNB Group
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Private individuals 348 263 353 110
Transportation by sea and pipelines and vessel construction 51 347 65 040
Real estate 43 307 44 782
Manufacturing 68 738 57 701
Services 129 567 137 262
Trade 28 408 32743
Oil and gas 27 267 23777
Transportation and communication 52 650 51244
Building and construction 26 435 21023
Power and water supply 19 469 21787
Seafood 7 582 5301
Hotels and restaurants 3071 2395
Agriculture and forestry 2 465 4317
Central and local government 57 715 52 253
Finance 68 264 71215
Total deposits from customers, nominal amount 934 548 943 952
Adjustments 349 476
Deposits from customers 934 897 944 428

The breakdown into principal customer groups corresponds to the EU's standard industrial classification, NACE Rev.2.
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NOTE 44 Debt securities issued

Changes in debt securities issued DNB Group
Balance sheet Matured/ Exchange rate Other Balance sheet

31 Dec. Issued redeemed movements adjustments 31 Dec.

Amounts in NOK million 2016 2016 2016 2016 2016 2015
Commercial paper issued, nominal amount 153 415 8917 217 (8 920 456) (3 333) 159 988
Bond debt, nominal amount " 579 622 78 691 (80 330) (24 918) 606 179
Adjustments 32832 (5 930) 38 761
Total debt securities issued 765 869 8995 908 (9 000 786) (28 251) (5930) 804 928
Maturity of debt securities issued recorded at amortised cost as at 31 December 2016 "2 DNB Group

Foreign
Amounts in NOK million NOK currency Total
2017 79 640 79 640
2018 72785 72785
2019 52 609 52 609
2020 67 197 67 197
2021 80 126 80 126
2022 47 260 47 260
2023 and later 97 073 97 073
Total bond debt, recorded at amortised cost, nominal amount 496 691 496 691
Total debt securities issued recorded at amortised cost, nominal amount 496 691 496 691
Maturity of debt securities issued recorded at fair value as at 31 December 2016 n DNB Group
Foreign

Amounts in NOK million NOK currency Total
2017 63 153 352 153 415
Total commercial paper issued, nominal amount 63 153 352 153 415
2017 6 808 6808
2018 16 318 16 318
2019 17 758 17 758
2020 20 452 20 452
2021 15678 15678
2022 3947 3947
2023 and later 1970 1970
Total bond debt, nominal amount 82 932 82 932
Total debt securities issued recorded at fair value, nominal amount 82 995 153 352 236 347
Adjustments 2582 30 249 32832
Debt securities issued 85 577 680 292 765 869

1) Minus own bonds. Nominal amount of outstanding covered bonds in DNB Boligkreditt totalled NOK 415.8 billion as at 31 December 2016. The cover pool

market value represented NOK 599.6 billion.
2) Includes hedged items.
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NOTE 45 Subordinated loan capital and perpetual subordinated loan capital securities

Changes in subordinated loan capital and perpetual subordinated loan capital securities DNB Group
Matured/ Exchange rate Other
Balance sheet Issued redeemed movements adjustments  Balance sheet
Amounts in NOK million 31 Dec. 2016 2016 2016 2016 2016 31 Dec. 2015
Term subordinated loan capital, nominal amount 19 415 738 3) (1158) 19 838
Perpetual subordinated loan capital, nominal amount 5602 (100) 5702
Perpetual subordinated loan capital securities,
nominal amount 3732 (829) 4561
Adjustments 599 (254) 853
Total subordinated loan capital and perpetual
subordinated loan capital securities 29 347 738 (3) (2 087) (254) 30 953
DNB Group
Carrying
Carrying amount in Call amount
Year raised foreign currency Interest rate Maturity date in NOK
Term subordinated loan capital
2012 EUR 750 4.75 % p.a. 2022 2017 6812
2013 NOK 1250 3-month NIBOR + 1.70 % 2023 2018 1250
2013 EUR 750 3.00 % p.a. 2023 2018 6812
2015 SEK 1000 1.97 % p.a. 2025 2020 951
2015 SEK 3000 3-month STIBOR + 1.40 % 2025 2020 2852
2016 JPY 10 000 1.00 % p.a. 2026 2021 738
Total, nominal amount 19 415
Perpetual subordinated loan capital
1985 usb 215 3-month LIBOR + 0.25 % 1851
1986 usb 200 6-month LIBOR + 0.13 % 1722
1986 usb 150 6-month LIBOR + 0.15 % 1291
1999 JPY 10 000 4.51 % p.a. 2029 738
Total, nominal amount 5602
Perpetual subordinated loan capital securities
2007 GBP 350 6.01 % p.a. 2017 3732
Total, nominal amount 3732
NOTE 46 Other liabilities
DNB Group
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Short-term funding 1574 805
Short positions trading 516 5359
Accrued expenses and prepaid revenues 4113 4172
Documentary credits, cheques and other payment services 2831 1666
Unsettled contract notes 2943 3288
Accounts payable 1587 1527
General employee bonus 246 246
Non-controlling interests 27 009 17 403
Other liabilities 3749 3207
Total other liabilities " 44 568 37 675

1) Other liabilities are generally of a short-term nature.
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NOTE 47 Equity

Share capital

The share capital of DNB ASA at 31 December 2016 and 31 December 2015 was NOK 16 287 988 610 divided into 1 628 798 861 shares,

each with a nominal value of NOK 10.

DNB ASA has one class of shares, and all shares carry voting rights. Shareholders are entitled to receive the dividend proposed at any time and

have one voting right per share at the company’s general meeting.

The Board of Directors of DNB ASA has proposed that the general meeting to be held in April 2017 approve a dividend of NOK 5.70 per share

for 2016.

Own shares

The Annual General Meeting on 26 April 2016 authorised the Board of Directors of DNB ASA to acquire own shares for a total face value of
up to NOK 325 759 772, corresponding to 2 per cent of share capital. The shares shall be purchased in a regulated market. Each share may
be purchased at a price between NOK 10 and NOK 200 per share. The authorisation is valid for a period of 12 months from 26 April 2016.
Acquired shares shall be redeemed in accordance with regulations on the reduction of capital. An agreement has been signed with Norwegian
Government/Ministry of Trade, Industry and Fisheries for the redemption of a proportional share of government holdings to ensure that the

government's percentage ownership does not change as a result of the redemption of repurchased shares.

Additional Tier 1 capital
The Additional Tier 1 capital is issued by DNB Bank ASA.

Changes in additional Tier 1 capital DNB Group
Interest Interest Exchange rate

Balance sheet Issued paid accrued movements Balance sheet

Amounts in NOK million 31 Dec. 2016 2016 2016 2016 2016 31 Dec. 2015

Additional Tier 1 capital, nominal amount 15574 7520 8 053

Adjustments 379 (505) 595 (11) 299

Additional Tier 1 capital 15 952 7520 (505) 595 (11) 8 353

DNB Group

Carrying

Carrying amount in amount

Year raised foreign currency Interest rate in NOK

2015 NOK 2150 3-month NIBOR + 3.25 % 2150

2015 usD 750 5.75 % p.a. 5903

2016 NOK 1400 3-month NIBOR + 5.25 % 1400

2016 usb 750 6.50 % p.a. 6 120

Total, nominal amount 15574
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NOTE 48 Remunerations etc.

Pursuant to Section 6-16a of the Norwegian Public Limited Companies Act, the Board of Directors will
present the following statement on remunerations to the Annual General Meeting for voting:

"Information about DNB’s remuneration scheme

Pursuant to the regulations on remuneration schemes in financial institutions etc., issued by the Norwegian Ministry of Finance on 1 December
2010 and subsequent amendments, companies are required to publish information about the main principles for determining remunerations,
criteria for the stipulation of any variable remunerations and quantitative information on remuneration to senior executives. The information in
this note, including the Board of Directors' statement on the stipulation of salaries and other remunerations to senior executives below, repre-
sents such information, as stipulated in the remuneration regulations.

The group guidelines for remuneration in the DNB Group apply to the total remuneration to all permanent employees in the DNB Group and
have been approved by the Board of Directors. The guidelines comprise monetary remuneration (fixed salary, short and long-term incentives),
employee benefits (pensions, employer's liability insurance and other employee benefits) and employee development and career measures
(courses and development programmes, career programmes and other non-monetary remuneration).

According to the guidelines, total remuneration is to be based on a total evaluation of the performance of the Group, as well as the unit's and
each individual's contributions to value creation. Total remuneration should be structured to ensure that it does not expose the Group to
unwanted risk. The remuneration should be competitive, but also cost-effective for the Group.

Furthermore, monetary remuneration should consist of a fixed and a variable part where this is appropriate. Fixed salary should be a compen-
sation for the responsibilities and requirements assigned to each position, as well as its complexity, while variable remuneration should
encourage strong performance and desired conduct.

Variable remuneration

The group guidelines shall ensure that variable remuneration is granted in accordance with the provisions in the remuneration regulations and
the circular from Finanstilsynet on remuneration schemes in financial institutions, investment firms and management companies for mutual
funds, DNB has had separate group guidelines for variable remuneration since 2011, including special rules for variable remuneration to senior
executives, employees with responsibilities which are of great importance to the company's risk exposure (’risk takers”) and employees who are
responsible for independent control functions.

The purpose of variable remuneration is to reward conduct and develop a corporate culture which ensures long-term value generation.

Variable remuneration is based on an overall assessment of the results achieved within defined target areas for the Group, the unit and the
individual, as well as compliance with the Group's vision, values, code of ethics and leadership principles. The variable remuneration should be
performance-based without exposing the Group to unwanted risk. Furthermore, it should counteract excessive risk taking and promote sound
and effective risk management in DNB. Variable remuneration (bonus) for senior executives cannot exceed 50 per cent of fixed salary.

DNB’s variable remuneration scheme applies globally, though non-Norwegian branches and subsidiaries will also be required to comply with
local legislation, regulations and guidelines. There may be challenges of a legal nature in cases where the Norwegian regulations do not corre-
spond to local legislation and local rules concerning remunerations in financial institutions. In such cases, the Group will seek advice from the
relevant authorities and international experts to ensure that the Group's practices are in compliance with both Norwegian and local regulations.

The Board of Directors’ statement on the stipulation of salaries and other remunerations to senior executives

DNB's guidelines for determining remunerations to the group chief executive and other members of the group management team should, at all
times, support prevailing strategy and values, while contributing to the attainment of the Group’s targets. The remuneration should inspire con-
duct to build the desired corporate culture with respect to performance and profit orientation. No changes have been made in the principles for
the stipulation of variable remunerations compared with the statement for the previous year.

Decision-making process

The Board of Directors in DNB ASA has established a compensation committee consisting of four members: the chairman of the Board, the
vice-chairman, one board member and one board member elected by the employees.

The Compensation Committee prepares matters for the Board of Directors and has the following main responsibilities:

= Annually evaluate and present its recommendations regarding the total remuneration awarded to the group chief executive

. Annually prepare recommended targets for the group chief executive

L] Based on suggestions from the group chief executive, decide the remuneration and other key benefits awarded to the group executive vice
president, Group Audit and the group executive vice president, Group Risk Management

= Actin an advisory capacity to the group chief executive regarding remunerations and other key benefits for members of the group
management team and, when applicable, for others who report to the group chief executive

= Consider other matters as decided by the Board of Directors and/or the Compensation Committee
. Evaluate other personnel-related issues which can be assumed to entail great risk to the Group's reputation
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NOTE 48 Remunerations etc. (continued)

A. Guidelines for the coming accounting year

Remuneration to the group chief executive

The total remuneration to the group chief executive consists of fixed salary (main element), benefits in kind, variable remuneration, and pension
and insurance schemes. The total remuneration is determined based on a total evaluation, and the variable part of the remuneration is primarily
based on the Group’s financial targets for return on equity, the common equity Tier 1 capital ratio and cost/income ratio.

In addition to the financial targets, the Group’s customer satisfaction, corporate reputation scores and developments in key performance
indicators relating to the Group’s corporate culture will be taken into consideration. In addition, the total evaluation will reflect compliance with
the Group's vision, values, code of ethics and leadership principles.

The fixed salary is subject to an annual evaluation and is determined based on salary levels in the labour market in general and in the financial
industry in particular, and on remuneration levels for comparable positions.

Variable salary to the group chief executive is determined based on an overall assessment of the results achieved within defined target areas.
Variable salary cannot exceed 50 per cent of fixed salary. The group chief executive is not awarded performance-based payments other than
the stated variable remuneration.

In addition to variable remuneration, the group chief executive can be granted benefits in kind such as company car, newspapers/periodicals
and telephone/ other communication. Benefits in kind should be relevant to the group chief executive's function or in line with market practice,
and should not be significant relative to the group chief executive’s fixed salary.

The group chief executive is a member of the defined-contribution pension scheme pursuant to the Norwegian Defined-contribution Pension Act
in line with all other employees in Norway.

Up until 31 December 2016, the group chief executive had an agreement whereby his retirement age was 60 years with a pension representing
70 per cent of fixed salary. According to the agreement, if employment was terminated prior to the age of 60, he would still be entitled to a
pension from the age of 60 with the deduction of 1/14 of the pension amount for each full year remaining to his 60th birthday. As of 1 January
2017, this agreement has been replaced by a defined-contribution direct pension agreement based on the same conditions and principles as
those used in connection with the conversion of the Group’s defined-benefit occupational pension scheme in 2016 pursuant to the Norwegian
Occupational Pension Act. According to the new agreement, the entittements of the group chief executive, calculated on the conversion date,
are estimated to correspond to the technical insurance value of the former defined-benefit agreement. Based on the calculation assumptions,
the new agreement will have the same value as the former defined-benefit agreement would have had at retirement age. Future pension
entitlements will comprise annual contributions and the return on the rights earned. After the age of 60, no further contributions will be earned
under this agreement. The group chief executive’s pension scheme is thus based entirely on defined-contribution principles, and the company
carries no risk for the return achieved on the contributions.

According to the agreement, the group chief executive is entitled to a termination payment for two years if employment is terminated prior to the
age of 60. If, during this period, the group chief executive receives income from other employment, the termination payment will be reduced by
an amount corresponding to the salary received from this employment. Benefits in kind will be maintained for a period of three months.

Remuneration to other senior executives
The group chief executive determines the remunerations to senior executives in agreement with the chairman of the Board of Directors. The
Board of Directors will honour existing binding agreements.

The total remuneration to senior executives consists of fixed salary (main element), benefits in kind, variable salary, and pension and insurance
schemes. The total remuneration is determined based on the need to offer competitive terms in the various business areas. The remunerations
should promote the Group's competitiveness in the relevant labour market, as well as the Group's profitability, including the desired trend in
income and costs. The total remuneration should take DNB's reputation into consideration and ensure that DNB attracts and retains senior
executives with the desired skills and experience.

The fixed salary is subject to an annual evaluation and is determined based on salary levels in the labour market in general and in the financial
industry in particular.

Benefits in kind may be offered to senior executives to the extent the benefits have a relevant connection to the employee's function in the
Group or are in line with market practice. The benefits should not be significant relative to the employee's fixed salary.

Target structure 2017

The Compensation Committee approves principal criteria, principles and limits for variable remuneration. The Compensation Committee has
decided that the Group’s return on equity, the common equity Tier 1 capital ratio and cost/income ratio should constitute the financial target
figures for 2017. In addition to the financial targets, the Group’s customer satisfaction and corporate reputation scores are taken into
consideration, as well as developments in key performance indicators relating to the Group’s corporate culture and innovation.

The Group’s financial target figures have been broken down into relevant targets for the various business areas and staff and support units in
order to offer optimal support for the implementation of new capital adequacy and liquidity regulations.

The above targets will be key elements when calculating and paying out the variable remuneration for 2017. All financial targets have been
defined and communicated to the relevant business areas and staff and support units as part of the work with and follow-up of the targets for
2017.
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NOTE 48 Remunerations etc. (continued)

Determination of variable remuneration for 2017
The variable remuneration for 2017 will be determined by means of an overall assessment of performance, based on a combination of quanti-
tative attainment of pre-set performance targets and qualitative assessments of how the targets were achieved.

The Board of Directors will determine a maximum limit for total bonuses for the Group, excluding DNB Markets and DNB Eiendom, based on
the attainment of group targets over the last two years, combined with a general assessment of other important parameters and the Group’s
financial capacity. The total limit will be allocated to the organisation based on the individual units’ target attainment and contributions to the
Group’s performance. With respect to DNB Markets, a special limit will be determined for variable remuneration based on the risk-adjusted
profits achieved by the unit and an overall assessment, which is in line with market practice for this type of operations. Correspondingly, the
remuneration model in DNB Eiendom is consistent with market practice, with a high share of variable remuneration based on individual
performance.

Special rules for senior executives, identified risk takers and employees responsible for independent control functions

DNB has prepared and implemented special rules for identified risk takers, employees responsible for independent control functions and senior
executives, hereinafter called risk takers. The special rules supplement the general group guidelines for remuneration and have been formulated
in compliance with the remuneration regulations and the related circular from Finanstilsynet.

In accordance with prevailing requirements, DNB has surveyed the entire organisation to identify risk takers based on the criteria resulting from
the circular and the EU regulation.

For risk takers, the following main principles apply to variable remuneration:
= The remuneration is earned over a period of two years.
= Variable remuneration cannot exceed the agreed fixed remuneration.

Deferred and conditional payment of minimum 50 per cent of the earned variable remuneration in the form of DNB shares. The remuneration
paid in the form of shares will be divided into three, subject to minimum holding periods (deferred and conditional), with one-third each year over
a period of three years. The deferred and conditional payments will be in compliance with the stipulations in the remuneration regulations.

Pensions etc.

Pension schemes and any agreements on termination payments etc. should be considered relative to other remuneration and should ensure
competitive terms. The various components in pension schemes and severance pay, either alone or together, must not be such that they could
pose a threat to DNB’s reputation.

Senior executives are members of the defined-contribution pension scheme pursuant to the Norwegian Defined-contribution Pension Act, in line
with all other employees in Norway. Up to 31 December 2016, most senior executives in the Group had agreements entitling them to a defined-
benefit pension at the age of 65, subject to certain adaptations, which at all times have been in accordance with government guidelines for
remunerations to senior executives. Pension entitlements were not to exceed 70 per cent of fixed salary and should constitute maximum 12
times the National Insurance basic amount. However, the DNB Group has honoured existing agreements. As of 1 January 2017, these agree-
ments have been replaced by defined-contribution direct pension agreements based on the same calculation assumptions and principles as
those used in connection with the conversion of the Group’s defined-benefit occupational pension scheme in 2016 pursuant to the Norwegian
Occupational Pension Act.

The pension entitlements of the senior executives, calculated on the conversion date, are estimated to correspond to the technical value of the
former defined-benefit scheme. Future pension entittements will from now on comprise annual contributions and the return on the rights earned.
The annual contributions are calculated individually to ensure that, based on the calculation assumptions, the new scheme will have the same
value as the former defined-benefit agreement would have had at retirement age.

As a main rule, no termination payment agreements will be signed. However, the Group will honour existing agreements.

When entering into new agreements, the guidelines generally apply and comprise all senior executives.

See table of remunerations for senior executives below.

B. Binding guidelines for shares, subscription rights, options etc. for the coming accounting year

An amount corresponding to 50 per cent of the earned variable remuneration of the group chief executive, senior executives and risk takers is

invested in shares in DNB ASA. The minimum holding periods are one year for one-third of the shares, two years for one-third of the shares and
three years for the final one-third of the shares.

No additional shares, subscription rights, options or other forms of remuneration only linked to shares or only to developments in the share
price of the company or other companies within the Group, will be awarded to the group chief executive or senior executives. The group chief
executive and senior executives are, however, given the opportunity to participate in a share subscription scheme on the same terms as other
employees in the DNB Group.

C. Statement on the senior executive salary policy in the previous account year
The group guidelines determined in 2011, including changes effective as from 2015, have been followed.
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NOTE 48 Remunerations etc. (continued)

D. Statement on the effects for the company and the shareholders of remuneration agreements awarding shares,
subscription rights, options etc.

An amount corresponding to 50 per cent of the gross variable remuneration earned by the group chief executive and senior executives in 2016

is invested in shares in DNB ASA. The Board of Directors believes that the awarding of shares to senior-executives, in view of the total number

of shares in the company, will have no negative consequences for the company or the shareholders."

Terms for the chairman of the Board of Directors

Anne Carine Tanum received a remuneration of NOK 548 000 in 2016 as chairman of the Board of Directors of DNB ASA, compared with
NOK 526 000 in 2015. In addition, she received NOK 437 000 as chairman of the Board of Directors of DNB Bank ASA, compared with
NOK 420 000 in 2015.

Terms for the group chief executive

Rune Bjerke received an ordinary salary of NOK 5 794 000 in 2016, compared with NOK 5 628 000 in 2015. The Board of Directors of DNB
ASA stipulated the group chief executive's bonus payment for 2016 at NOK 2 010 000, compared with NOK 2 332 000 in 2015. The bonus for
2016 will be paid in 2017. Benefits in kind were estimated at NOK 322 000, compared with NOK 349 000 in 2015.

Costs in connection with the group chief executive’s pension scheme of NOK 3 871 000 were recorded for the 2016 accounting year, compared
with NOK 4 586 000 in 2015. Costs are divided between DNB ASA and DNB Bank ASA. The costs recorded in the 2016 accounts consist of two
elements: pension entittements earned during the year (NOK 4 989 000) and a deduction for the effect of the conversion of the pension scheme
for salaries in excess of 12G (NOK 1 118 000).
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NOTE 48 Remunerations etc. (continued)

The table has been constructed to show rights earned during the period.

Remunerations etc. in 2016 DNB Group
Benefits
Fixed annual in kind Total Accrued
salary Remunera- Paid Bonus and other ~ remunera- Loans as pension
as at 31 Dec. tion earned salaries earned benefits  tion earned at 31 Dec. expenses
Amounts in NOK 1 000 2016"  in2016?  in2016% in2016* in 2016 in 2016 2016 % in 2016 ®
Board of Directors of DNB ASA
Anne Carine Tanum (chairman) n 985 2 987
Tore Olaf Rimmereid (vice-chairman) ”® 605 6 611 19
Jarle Bergo 8 710 6 77
Carl A. Lavvik 721 319 728 20 30 1096 545 171
Vigdis Mathisen 756 319 754 20 48 1141 2098 154
Jaan Ivar Semlitsch 427 427 53
Berit Svendsen " ® 473 473 13 905
Group management
Rune Bjerke, CEO 5556 5794 2010 322 8126 8 845 4989
Bjorn Erik Neess, CFO
(until 1 March 2017) 3880 4071 1520 234 5825 956 5224
Kjerstin Braathen, CFO
(from 1 March 2017) 3010 3150 1150 234 4534 40 619
Trond Bentestuen, group EVP 3560 3204 1290 268 4763 6 301 706
Ottar Ertzeid, group EVP 8820 9205 3800 235 13 240 23 623
Benedicte S. Fasmer, group EVP
(from 26 September 2016) 2950 2383 870 205 3459 7 476 113
Liv Fiksdahl, group EVP 3050 3196 1110 243 4549 1236 1014
Rune Garborg, group EVP
(from 26 September 2016) 2950 2423 1420 229 4072 6 634 321
Solveig Hellebust, group EVP 2450 2571 930 232 3733 3 379
Thomas Midteide, group EVP 2500 2098 930 259 3287 4482 256
Kari Olrud Moen, group EVP 2810 2945 1020 232 4197 18 1320
Tom Rathke, group EVP 3400 3733 1020 276 5030 6 221 2613
Bengt Olav Lund, EVP ¥ 2610 1982 1260 204 3445 7115 113
Harald Serck-Hanssen, group EVP 4090 4279 1400 252 5931 5372 1004
Terje Turnes, group EVP 3930 4119 580 235 4935 575
Loans to other employees 19 575 838

1) Fixed annual salary at year-end for employees who were members of the Board of Directors or the group management team during the year.
2) Includes remuneration received from all companies within the DNB Group for service on Boards of Directors and committees. Board remuneration from

DNB ASA was NOK 3 082 000 in 2016. Some persons are members of more than one body.
3) Includes salary payments for the entire year and holiday pay on bonuses. Some employees were members of the Board of Directors or the group management

team for only parts of the year.

4) Bonus earned excluding holiday pay.

5) Loans to shareholder-elected representatives are extended on ordinary customer terms. Loans to DNB employees are extended on special terms, which are

close to ordinary customer terms.

6) Pension rights earned during the year (SCC). The calculation of pension entitlements is based on the same economic and actuarial assumptions as those used

in note 25 Pensions. Pension rights earned during the year exclude the effect of the pension scheme conversion, see table below.
7) Also a member of the Compensation Committee.
8) Also a member of the Audit Committee and the Risk Management Committee.

9) Acting head of Wealth Management since May 2016. Fixed salary includes acting pay.
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The table has been constructed to show rights earned during the period.

Remunerations etc. in 2015 DNB Group
Benefits
Fixed annual in kind Total
salary Remunera- Paid Bonus and other remunera- Loans as Accrued

as at 31 Dec. tion earned salaries earned benefits  tion earned at 31 Dec. pension
Amounts in NOK 1 000 2015 " in20152 in2015% in2015% in 2015 in 2015 2015%  expenses ®
Board of Directors of DNB ASA
Anne Carine Tanum (chairman) n 946 12 958
Tore Olaf Rimmereid (vice-chairman) ”® 591 1 592
Jarle Bergo ¥ 614 5 619
Sverre Finstad 659 614 669 22 60 1365 549 57
Carl A. Lovvik 707 321 715 22 18 1076 583 88
Vigdis Mathisen 719 614 721 22 27 1384 3763 82
Jaan Ivar Semlitsch @ 412 412 2317
Berit Svendsen ¥ 453 1 454 14 878
Group management
Rune Bjerke, CEO 5420 5628 2332 349 8 309 9549 4586
Bjorn Erik Naess, CFO 3795 3956 1642 208 5806 376 4927
Trond Bentestuen, group EVP 2970 3076 1322 224 4622 6 532 675
Kjerstin Braathen, group EVP 2895 3010 1272 205 4 486 35 553
Ottar Ertzeid, group EVP 8620 8972 4012 205 13 189 37 489
Liv Fiksdahl, group EVP 2970 3082 1322 207 4611 1450 846
Solveig Hellebust, group EVP 2 385 2478 1052 200 3731 11 290
Kari Olrud Moen, group EVP 2750 2861 1172 201 4235 18 1309
Tom Rathke, group EVP 3325 3610 1502 251 5364 6 349 2162
Harald Serck-Hanssen, group EVP 4020 4188 1712 245 6 144 5478 959
Thomas Midteide, group EVP 1900 1973 832 210 3015 5776 188
Terje Turnes, group EVP (from 7 February 2015) 3850 3725 742 201 4 667 63 474
Trygve Young, group EVP (until 7 February 2015) 9 902 1996 2898 1
Control Committee
Frode Hassel (chairman) 438 438
Karl Olav Hovden (vice-chairman) © 364 307 671
Ida Helliesen 292 292
Ida Espolin Johnson 292 292 161
Ole Trasti 292 292 3631
Supervisory Board 5813 703 6011 338 276 7328 37 843 414
Loans to other employees 18 830 323

1) Fixed annual salary at year-end for employees who were members of the Board of Directors or the group management team during the year.
2) Includes remuneration received from all companies within the DNB Group for service on Boards of Directors and committees. Board remuneration from

DNB ASA was NOK 3 211 000 in 2015. Some persons are members of more than one body.
3) Includes salary payments for the entire year and holiday pay on bonuses. Some employees were members of the Board of Directors or the group management

team for only parts of the year.
4) Bonus earned excluding holiday pay.

5) Loans to shareholder-elected representatives are extended on ordinary customer terms. Loans to DNB employees are extended on special terms, which are

close to ordinary customer terms.

6) Accrued pension expenses include pension rights earned during the year (SCC). The calculation of pension entitlements is based on the same economic and

actuarial assumptions as those used in note 25

Pensions.

7) Also a member of the Compensation Committee.

8) Also a member of the Audit and Risk Management Committee.
9) Benefits in kind and other benefits include pension payments.
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NOTE 48 Remunerations etc. (continued)

Other information on pension agreements
With effect from 1 January 2017, all group executive vice presidents are members of the defined-contribution pension scheme in line with all
other employees in Norway.

With effect from 1 January 2017, the following pension terms and conditions apply:

The pension schemes of all senior executives were changed as of 1 January 2017, as described below. From this date, the agreements
were replaced by contribution-based direct pension agreements based on the same calculation assumptions and principles as those used in
connection with the conversion of the Group’s defined-benefit occupational pension scheme in 2016 pursuant to the Norwegian Occupational
Pension Act. Changes in the pension agreements do not entail any changes in previously agreed age limits.

The following pension terms applied up until 31 December 2016:

Rune Bjerke has a pension agreement entitling him to a pension representing 70 per cent of pensionable income from the age of 60. Bjgrn Erik
Naess, Liv Fiksdahl, Kari Olrud Moen and Tom Rathke are entitled to a pension representing 70 per cent of pensionable income from the age

of 62. Terje Turnes is entitled to a pension representing 70 per cent of pensionable income from the age of 67. Trond Bentestuen, Kjerstin
Braathen and Harald Serck-Hanssen are entitled to a pension representing 70 per cent of pensionable income from the age of 65. Ottar

Ertzeid has a pension agreement entitling him to pension representing 70 per cent of pensionable income from the age of 62, or 65 at the latest.
Thomas Midteide and Solveig Hellebust are entitled to a pension representing 70 per cent of fixed salary from the age of 65, with no curtailment
from the age of 65 through 67. Their pensionable income is limited to 12 times the National Insurance basic amount. Benedicte Fasmer and
Rune Garborg became members of the group management team as of 26 September 2016. Their pensionable income is limited to 12 times the
National Insurance basic amount. They have no agreement on a deviating retirement age.

Bjorn Erik Naess’ pension agreement entitled him to a pension representing 70 per cent of pensionable income from the age of 62. When he
reached the agreed age, it was decided to extend his period of employment up until 1 March 2017. Consequently, no payments were made
under this agreement in 2016. In the same way as for other senior executives, his pension agreement was also converted with effect from

31 December 2016, with a capital value corresponding to the technical insurance reserves on the original retirement date. No additional rights
will be earned during the period up to his final retirement.

Specification of the accrued pension expenses

Accrued Effect of conversion Recorded
Amounts in NOK 1 000 pension expenses of pension scheme pension expenses
Rune Bjerke, CEO 4989 (1118) 3871
Other members of the group management team 14 880 (21778) (6 898)
Total group management team 19 869 (22 896) (3027)

Subscription rights programme for employees
There was no subscription rights programme for employees in the DNB Group at year-end 2016.

Remuneration to the statutory auditor DNB ASA DNB Group

Amounts in NOK 1 000, excluding VAT 2016 2015 2016 2015
Statutory audit " (558) (561) (31 136) (28 276)
Other certification services (1 806) (1414)
Tax-related advice ? (12 875) (6 159)
Other services (3933) (9 875)
Total remuneration to the statutory auditor (558) (561) (49 750) (45 724)

1) Includes fees for interim audit and auditing funds managed by DNB.
2) Mainly refers to services provided in connection with transfer pricing.
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NOTE 49 Information on related parties

The largest owner of the DNB Group is the Norwegian government, represented by the Ministry of Trade and Industry, which owns and controls
34 per cent of the shares in the parent company DNB ASA. See note 51 largest shareholders.

A large number of bank transactions are entered into with related parties as part of ordinary business transactions, comprising loans, deposits
and foreign exchange transactions. These transactions are based on market terms. The table below shows transactions with related parties,
including balance sheets at year-end and related expenses and income for the year. Related companies are associated companies plus

DNB Savings Bank Foundation. See note 37 for a specification of associated companies. Loans to board members and their spouses/ partners
and under-age children are extended on ordinary customer terms. Loans to group management, like loans to other group employees, are
extended on special terms, which are close to ordinary customer terms.

Transactions with related parties DNB Group
Group management and

Board of Directors Related companies
Amounts in NOK million 2016 2015 2016 2015
Loans as at 1 January 69 67 913 1294
New loans/repayments during the year 9) 3) (37) (381)
Changes in related parties 21 6 249
Loans as at 31 December 82 69 1125 913
Interest income 2 2 24 24
Deposits as at 1 January 245 105 1000 3307
Deposits/withdrawals during the year 37 142 (102) (2 508)
Changes in related parties 5 (2) 1 201
Deposits as at 31 December 287 245 899 1000
Interest expenses (1) (1) 9) (19)
Guarantees " - - 5951 11323

1) DNB Bank ASA carried loans in its balance sheets which according to a legal agreement have been transferred to Eksportfinans and are guaranteed by DNB
Bank ASA. According to the agreement, DNB still carries interest rate risk and credit risk associated with the transferred portfolio. These portfolios totalled NOK
2 212 at year-end 2015, at year-end 2016 the balance was zero. The loans where set off by deposits/payments from Eksportfinans. DNB Bank ASA had also
issued guarantees for other loans in Eksportfinans. The total guarantee commitment is included in the table above.

No impairments were made on loans to related parties in 2015 and 2016. Reference is made to note 48 for information on loans to group
management members and directors. Transactions with deputy members of the Board of Directors are not included in the table above. In
general, DNB employee loans should be paid by automatic debit in monthly instalments in arrears. Employee loans are within the term limits
applying to general customer relationships. Security is furnished for employee loans in accordance with legal requirements.
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NOTE 50 Earnings per share

DNB Group

2016 2015

Profit for the year (NOK million) "2 18 656 24 388
Profit attributable to shareholders (NOK million) 18 656 24 388
Profit attributable to shareholders excluding operations held for sale (NOK million) 18 652 24 439
Profit from operations and non-current assets held for sale, after taxes 4 (51)
Average number of shares (in 1 000)? 1627 735 1627 744
Average number of shares, fully diluted (in 1 000) 3 1627 735 1627 744
Earnings/diluted earnings per share (NOK) 11.46 14.98
Earnings/dilutet earnings per share excluding operations held for sale (NOK) 11.46 15.01
Earnings/diluted earnings per share, operations held for sale (NOK) 0.00 (0.03)

1)  Portion attributable to shareholders.
2) Changes in accounting figures for 2015 are not reflected in the calculation of earnings per share for 2015.
3) Holdings of own shares are not included in calculations of the number of shares.

The main purpose of the financial ratio earnings per share is to show the return for the Group’s ordinary shareholders. Accumulated interest for
the period, which will be paid to those investing in the additional Tier 1 capital instruments, has therefore been deducted from Profit for the

period in the calculation of the period’s earnings per share.

NOTE 51 Largest shareholders

Shares Ownership in
Shareholder structure in DNB ASA as at 31 December 2016 in 1 000 per cent
Norwegian Government/Ministry of Trade, Industry and Fisheries 553 792 34.00
DNB Savings Bank Foundation 146 541 9.00
Folketrygdfondet 100 470 6.17
Fidelity International Limited (FIL) 43129 2.65
BlackRock 37 303 2.29
Schroder Investment 27 111 1.66
T. Rowe Price Group 26 898 1.65
The Vanguard Group 24 377 1.50
MFS Investment Management 24 310 1.49
Newton Investment Management / BNY Mellon 23 630 1.45
State Street Global Advisors 23 043 1.41
Deutsche Asset Management 21701 1.33
AXA / AllianceBernstein 17 435 1.07
BNP Paribas Investment / Alfred Berg 15823 0.97
KLP Asset Management 15745 0.97
Storebrand Asset Management 15615 0.96
Danske Capital 15 371 0.94
DNB Asset Management 15 347 0.94
SAFE Investment Company 13 506 0.83
Columbia Threadneedle Investments 12 813 0.79
Total largest shareholders 1173 959 72.08
Other shareholders 454 840 27.92
Total 1628 799 100.00

The owners of shares in nominee accounts are determined on the basis of third-party analyses.
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NOTE 52 Off-balance sheet transactions and contingencies

Off-balance sheet transactions and additional information

DNB Group
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Performance guarantees 30 824 33 665
Payment guarantees 34 411 37 544
Loan guarantees 17 898 16 629
Guarantees for taxes etc. 6 557 7271
Other guarantee commitments 2713 3258
Total guarantee commitments 92 403 98 366
Support agreements 6 106 11 827
Total guarantee commitments etc. i 98 509 110 194
Unutilised credit lines and loan offers 606 055 598 132
Documentary credit commitments 3948 4790
Other commitments 1397 51
Total commitments 611 399 602 973
Total guarantee and off-balance commitments 709 908 713 167
Pledged securities
*)  Of which counter-guaranteed by financial institutions 326 311

DNB Bank ASA is a member and shareholder of the settlement system Continuous Linked Settlement (CLS). As a shareholder, DNB Bank ASA
has an obligation to contribute to cover any deficit in CLS Bank's central settlement account for member banks, even if the default is caused by
another member bank. Initially, such deficit will be sought covered by other member banks based on transactions the respective banks have
had with the member bank which has caused the deficit in CLS Bank. Should there remain an uncovered deficit in CLS Bank, this will be
covered pro rata by the member banks in CLS, according to Article 9 "Loss Allocations" of CLS Bank's International Rules. According to the
agreements between CLS and the member banks, the pro rata payment obligations related to such coverage of any remaining deficit are limited
to USD 30 million per member bank. At the end of 2016, DNB had not recorded any obligations in relation to CLS.

DNB Boligkreditt AS
At end-December 2016, DNB Boligkreditt had issued covered bonds with a nominal value of NOK 416 billion. In the event of bankruptcy, the
bondholders have preferential rights to the company's cover pool.

Covered bonds DNB Boligkreditt
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Total listed covered bonds 355 932 386 944
Total private placements under the bond programme 59 859 59 419
Adjustment

Accrued interest 3581 4602
Unrealised gains/losses 19 701 22780
Total debt securities issued 439 072 473 745
Cover pool DNB Boligkreditt
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Pool of eligible loans 599 579 561 517
Market value of derivatives 38 527 74 932
Supplementary assets

Total collateralised assets 638 106 636 449
Over-collateralisation (per cent) 145.4 134.2
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NOTE 52 Off-balance sheet transactions and contingencies (continued)

Contingencies
Due to its extensive operations in Norway and abroad, the DNB Group will regularly be party to a number of legal actions. None of the current
disputes are expected to have any material impact on the Group's financial position.

The DNB Group is subject to a number of complaints and disputes relating to structured products and other investment products.

On 21 June 2016, the Norwegian Consumer Council instituted legal proceedings before the Oslo District Court against DNB Asset Management
AS, a wholly-owned subsidiary of DNB ASA offering asset management services. The Norwegian Consumer Council has instituted a group
action to pursue compensation of up to NOK 690 million on behalf of current and former investors in a fund managed by DNB Asset
Management AS, as well as two funds merged into that fund. The lawsuit alleges that the funds were charging high fees for active management,
but were actually tracking an index. On 6 January 2017, the Oslo District Court decided to allow the Norwegian Consumer Council to bring a
group action against DNB Asset Management AS. DNB Asset Management AS rejects the allegations, and no provisions have been made in
the accounts. The company also disputes that the terms and conditions for a group action have been met and has appealed the decision made
by the Oslo District Court to allow the matter to be brought as a group action.
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INCOME STATEMENT

DNB ASA
Amounts in NOK million Note 2016 2015
Total interest income 43 108
Total interest expenses (312) (246)
Net interest income (268) (138)
Commissions and fees payable etc. (7) (5)
Other income 2 11213 8 282
Net other operating income 11 205 8 276
Total income 10 937 8139
Salaries and other personnel expenses (4) (6)
Other expenses (461) (402)
Total operating expenses (465) (408)
Pre-tax operating profit 10 472 7731
Tax expense 4 0 (1.815)
Profit/comprehensive income for the year 10 472 5916
Earnings/diluted earnings per share (NOK) 6.43 3.63
Earnings per share excluding operations held for sale (NOK) 6.43 3.63
BALANCE SHEET

DNB ASA
Amounts in NOK million Note 31 Dec. 2016 31 Dec. 2015
Assets
Due from DNB Bank ASA 6 6 824 6 160
Investments in group companies 5 74 270 68 980
Receivables due from group companies 6 11013 8 369
Total assets 92 107 83 510
Liabilities and equity
Short-term amounts due to DNB Bank ASA 6 8 6
Due to other group companies 6 5290 1500
Other liabilities and provisions 2 9285 8 740
Long-term amounts due to DNB Bank ASA 6 16 342 13 269
Total liabilities 30925 23 516
Share capital 16 288 16 288
Share premium 22 556 22 556
Other equity 22 337 21149
Total equity 61181 59 994
Total liabilities and equity 92 107 83 510
STATEMENT OF CHANGES IN EQUITY

DNB ASA

Share Share Other Total

Amounts in NOK million capital premium equity equity
Balance sheet as at 31 December 2014 16 288 22 556 22 563 61408
Profit for the period 5916 5916
Dividends for 2015 (NOK 4.50 per share) (7 330) (7 330)
Balance sheet as at 31 December 2015 16 288 22 556 21149 59 994
Profit for the period 10 472 10 472
Dividends for 2016 (NOK 5.70 proposed per share) (9 284) (9 284)
Balance sheet as at 31 December 2016 16 288 22 556 22 337 61 181

Share premium and Other equity can be used in accordance with stipulations in the Public Limited Companies Act.

The share capital of DNB ASA is NOK 16 287 988 610 divided into 1 628 798 861 shares, each with a nominal value of NOK 10. See note 51 for the DNB Group,

which specifies the largest shareholders in DNB ASA.
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CASH FLOW STATEMENT

DNB ASA
Amounts in NOK million 2016 2015
Operating activities
Net interest payment to subsidiaries (267) (138)
Payments to operations (1 883) (13)
Taxes paid (1410) (2)
Net cash flow relating to operations (3 560) (153)
Investment activities
Net payments on long-term investments in shares (1.800)
Net cash flow relating to investment activities (1.800)
Funding activities
Group contributions from subsidiaries 7 069 6 250
Dividend payments (7 330) (6 189)
Net receipts on loans from credit institutions 815
Net receipts on loans from other companies 4484 1427
Net cash flow relating to funding activities 4224 2303
Net cash flow 664 350
Cash as at 1 January 6 160 5810
Net receipts/payments of cash 664 350
Cash as at 31 December 6 824 6 160

NOTE 1 Accounting principles

Basis for preparation

DNB ASA is the parent company in the DNB Group. DNB ASA has prepared its financial statement according to the Norwegian Ministry of
Finance's regulations on annual accounts, Section 1-6, on the use of IFRS, hereinafter called the Norwegian IFRS regulations, which implies
that recognition and measurements are in accordance with IFRS. The only exception is that the Norwegian IFRS regulations also give permis-
sion to recognise provisions for dividends and group contributions in subsidiaries as income and record the Board of Directors' proposed div-
idends and group contributions as liabilities on the balance sheet date. According to IFRS, dividends should be classified as equity until ap-
proved by the general meeting.

Ownership interests in group companies
Subsidiaries are defined as companies in which DNB ASA, directly or indirectly, has control. Control over an entity is evidenced by DNB ASA’s
ability to exercise its power in order to affect any variable return that the company is exposed to through its involvement in the entity.

Where voting rights are relevant, DNB ASA is deemed to have control where it holds, directly or indirectly, more than half of the voting rights
over an entity, unless DNB ASA through agreements does not have corresponding voting rights in relevant decision-making bodies. For more
information see note 5 Investments in subsidiaries as at 31 December 2016.

In the financial statement of DNB ASA, investments in subsidiaries are recognised at cost. At the end of each reporting period the company
assess whether any indication of impairment exists. If such indication exists, the investment is tested for impairment.

Transactions with group companies
Transactions with subsidiaries are conducted in accordance with general business conditions and principles.

Dividends and group contributions

Dividends and group contributions from group companies are recognised in DNB ASA in the same year as provisions are made in the relevant
companies. Group contributions received are classified as dividends when considered to represent return on invested capital. The Board of
Directors proposed dividends and group contributions are recognised as liabilities on the balance sheet date. Provision for dividends is
presented within Other liabilities and provisions in the balance sheet.

Taxes
Taxes for the year comprise payable taxes for the financial year and changes in the value of deferred taxes and deferred tax assets.

Deferred taxes are calculated on the basis of differences between the profits stated in the income statement and the profits computed for tax
purposes, which will be offset in the future. Evaluations are based on the balance sheet and tax position on the balance sheet date. Taxable
and tax-deductible timing differences will be netted against each other within the same time interval. Deferred tax assets can be recognised
as assets in the balance sheet when it is considered probable that the tax-deductible timing differences may be realised.
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NOTE 2 Dividends/group contributions from subsidiaries

Dividends/group contributions from subsidiaries DNB ASA
Amounts in NOK million 2016 2015
Group contributions/dividends received from:
DNB Bank ASA 9318 6 849
DNB Livsforsikring AS 1090 1095
DNB Forsikring AS 450 150
DNB Asset Management Holding AS 355 275
Correction regarding previous year (86)
Total group contributions from subsidiaries 11213 8 282
Allocations DNB ASA
Amounts in NOK million 2016 2015
Proposed dividends per share (NOK) 5.70 4.50
Share dividend 9284 7330
Transfers to other equity 1188 (1414)
Total allocations 10 472 5916

NOTE 3 Remunerations etc.

All employees in DNB ASA are also employed in one of the underlying companies within the Group. The holding company purchases services
from other units within the Group. The group chief executive and group executive vice presidents are employed in both DNB ASA and one of the
subsidiaries in the Group. Personnel expenses and other administrative expenses relating to these individuals are divided between the sub-
sidiaries and DNB ASA according to use.

See note 48 for the DNB Group for further details on remunerations etc. See also note 7 for DNB ASA, specifying shares in DNB ASA owned by
senior executives and members of governing bodies.

NOTE 4 Taxes

DNB ASA
Amounts in NOK million 2016 2015
Tax base
Pre-tax operating profit in DNB ASA 10 472 7731
Tax-exempt income, group contribution (10 473) (1 095)
Other tax-exempt income and non-deductible expenses 1 86
Tax base for the year 6722
Tax expense
Payable taxes (1815)
Tax expense (1815)

The effective tax rate in 2016 was zero per cent. The effective tax rate in 2015 was 23 per cent. The difference between the effective tax rate

and the nominal tax rate is due to the receipt of tax-exempt group contributions.
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NOTE 5 Investments in subsidiaries as at 31 December 2016V

DNB ASA
Ownership
Amounts in 1 000 Share Number Nominal share in Carrying
Values in NOK unless otherwise indicated capital of shares value per cent amount
DNB Bank 18 314 311 183 143 110 18 314 311 100 54 092 502
DNB Capital 2 100
DNB Invest Denmark DKK 12 765 228 12 765 228 468 DKK 12 765 228 100
DNB Bankas EUR 190 205 5710 134 EUR 190 205 100
DNB Banka EUR 191 178 191 178 337 EUR 191 178 100
DNB Pank EUR 9376 937 643 EUR 9376 100
DNB Bank Polska PLN 1257 200 1257 200 000 PLN 1257 200 100
Aksje- og Eiendomsinvest 100 100 000 100 100
Bryggetorget Holding 3250 2500 3250 100
DNB Asia ¥ SGD 20 000 20 000 000 SGD 20 000 100
DNB Asia ¥ usD 1500 000 150 000 000 usD 1500 000 100
DNB Boligkreditt 3857 000 38 570 000 3857 000 100
DNB Eiendom 10 003 100 033 10 003 100
DNB Eiendomsutvikling 91 000 91 000 000 91 000 100
DNB Luxembourg EUR 70 000 70 000 EUR 70 000 100
DNB Markets Inc. usD 1 1000 usD 1 100
DNB Meglerservice 1200 12 1200 100
DNB Neeringskreditt 550 000 550 000 550 000 100
DNB Naeringsmegling 1000 10 000 1000 100
DNB Sweden SEK 100 000 100 000 000 SEK 100 000 100
DNB (UK) Limited GBP 200 200 000 GBP 200 100
Godfjellet 8030 8030 8030 100
Godfjorden 1000 10 000 1000 100
DNB Asset Management Holding 274 842 220 050 274 842 100 2182107
DNB Asset Management 109 680 548 402 109 680 100
DNB Asset Management (Asia) HKD 25000 25 000 000 HKD 25000 100
DNB Asset Management SEK 3921 39 206 SEK 3921 100
DNB Asset Management EUR 425 5000 EUR 425 100
DNB Forsikring 265 000 265 000 265 000 100 462 790
DNB Livsforsikring 1750 337 64 827 288 1750 337 100 17 532795
DNB Naeringseiendom 1020 20 000 1020 100
DNB Eiendomsholding 56 433 1 56 433 100
Total investments in subsidiaries 74 270 194
1) Major subsidiaries and sub-subsidiaries in the DNB Group.
2) DNB Capital LLC, a limited liability company, has paid-in capital of USD 2.4 billion.
3) DNB Asia Ltd has part of its share capital denominated in SGD (due to local requirements) and a part of its share capital denominated in USD.
NOTE 6 Loans and deposits with other DNB Group companies
Transactions with other DNB Group companies DNB ASA
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Receiveables DNB Group companies
Deposits with DNB Bank ASA 6 824 6 160
Group contributions 11013 8 369
Liabilities DNB Group companies
Receivables due from DNB Bank ASA 16 350 13 275
Group contributions DNB Livsforsikring AS 5290 1500

All transactions with related parties are based on market terms.
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NOTE 7 Shares in DNB ASA held by the Board of Directors and senior executives

Number
Number of shares of shares
alloted in 2016 31 Dec. 2016

Board of Directors of DNB ASA

Anne Carine Tanum, chairman 400 000
Tore Olaf Rimmereid, vice-chairman 10 611
Jarle Bergo 225
Carl A. Lavvik 1191
Vigdis Mathisen 481
Jaan Ivar Semlitsch 12 300

Berit Svendsen

Senior executives

Rune Bjerke, CEO 6 265 52 964
Bjorn Erik Naess, CFO (to 1 March 2017) 4062 53 485
Kjerstin Braathen, CFO (from 1 March 2017) 3198 22 931
Trond Bentestuen, group EVP 3326 20 692
Ottar Ertzeid, group EVP 9597 220 140
Benedicte Schilbred Fasmer, group EVP 2000
Liv Fiksdahl, group EVP 3326 25 858
Rune Garborg, group EVP 10 931
Solveig Hellebust, group EVP 2688 17 560
Bengt Olav Lund, EVP " 9238
Thomas Midteide, group EVP 2197 7928
Kari Olrud Moen, group EVP 2942 23 440
Tom Rathke, group EVP 4014 35 366
Harald Serck-Hanssen, group EVP 4 583 31770
Terje Turnes, group EVP 1805 21375
Group Audit

Tor Steenfeldt-Foss, group EVP

1) Acting head of Wealth Management since May 2016.

The figures also include shares held by the immediate family and companies in which the shareholder has such influence as stated in
Section 7-26 of the Act relating to annual accounts, etc. The statutory auditor owns no shares in DNB ASA.

Oslo, 8 March 2017
The Board of Directors of DNB ASA

Anne Carine Tanum Tore Olaf Rimmereid
(chairman) (vice-chairman)
Jarle Bergo Carl A. Lavvik Vigdis Mathisen
Jaan Ivar Semlitsch Berit Svendsen

Rune Bjerke
(group chief executive)
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STATEMENT PURSUANT TO SECTION 5-5 OF THE SECURITIES TRADING ACT

w e hereby confirm that the annual accounts for the Group Thedirectors'reportgivesatrueand fairview of the developmentand
and the company for2016 to the best of our knowledge have performance of the business and the position of the Group and the
- Deen prepared in accordance with applicable accounting company, aswellasadescriptionof the principal risksand uncertainties
standardsandgiveatrueand fairview of theassets, liabilities, facing the Group.
financial position and profit or loss of the Group and the company
takenasawhole.

Oslo, 8 March 2017
The Board of Directors of DNB ASA

Anne CarineTanum Tore Olaf Rimmereid
(chairman) (vice-chairman)
Jarle Bergo Carl A. Lovvik Vigdis Mathisen
Jaan Ivar Semlitsch Berit Svendsen
Rune Bjerke Kjerstin R. Braathen
(group chief executive) (chief financial officer)
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INDEPENDENT AUDITOR’S REPORT

To the Annual Shareholders' Meeting of DNB ASA

Report on the audit of the financial statements

Opinion

We have audited the financial statements of DNB ASA comprising the financial statements of the Parent
Company and the Group. The financial statements of the Parent Company comprise the balance sheet as
at 31 December 2016, the income statement, cash flow statement and statement of changes in equity for
the year then ended and notes to the financial statements, including a summary of significant accounting
policies. The consolidated financial statements of the Group comprise the balance sheet as at 31
December 2016, the income statement, comprehensive income statement, cash flow statement and
statement of changes in equity for the year then ended and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion,

» the financial statements are prepared in accordance with the law and regulations;

» the financial statements present fairly, in all material respects, the financial position of the Parent
Company as at 31 December 2016, and of its financial performance and its cash flows for the
year then ended in accordance with the Norwegian Accounting Act and accounting standards and
practices generally accepted in Norway;

» the consolidated financial statements present fairly, in all material respects, the financial position
of the Group as at 31 December 2016 and of its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards as adopted by
the EU.

Basis for opinion

We conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the financial
statements section of our report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in Norway, and we have fulfilled our
ethical responsibilities as required by law and regulations. We have also complied with our other ethical
obligations in accordance with these requirements. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. For each matter below, our description of how our audit addressed the
matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the financial
statements section of our report, including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the risks of material misstatement
of the financial statements. The results of our audit procedures, including the procedures performed to
address the matters below, provide the basis for our audit opinion on the financial statements.

A member firm of Ernst & Young Global Limited
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Impairment of loans

Loans to customers represent 57 per cent of total assets for the Group. Impairment of loans are
calculated individually, for individually significant loans where objective evidence of impairment is
identified, or collectively for groups of loans which are not assessed individually, and for which objective
evidence of impairment is identified on a portfolio basis. The identification and calculation of impairment
are processes involving judgement about various assumptions and factors including the financial
condition of the counter party, expected future cash flows, observable market prices and expected net
selling prices. The use of different modelling techniques and assumptions could produce significantly
different estimates of impairment of loans. The oilfield services, offshore and oil & gas sectors have been
subject to increased uncertainty as a consequence of a low oil price and a general downturn in related
markets. Since the related impairments of loans are material, and subject to estimation uncertainty, we
have assessed impairment of loans as a key audit matter.

We have assessed the design and tested the operating effectiveness of internal controls over individual
and collective impairments of loans. For individually significant loans our procedures included assessing
the identification of loss events and testing of assumptions used in the models, including the forecasted
future cash flows and the estimated value of underlying collaterals. We also tested the mathematical
accuracy of the models. For impairment of loans calculated on a collective basis, we evaluated the key
input variables and assumptions to the models, and where relevant, compared data and assumptions to
external benchmarks. We also tested the mathematical accuracy of the models.

See note 5, 6, 7, 8, 9, 10 and 11 in the consolidated financial statements for further information.
Valuation of Financial Instruments

Unlisted or illiquid financial instruments measured at fair value are valued based on models that use
assumptions that are not observable in the market place. The valuation of these instruments therefore
have a higher risk of errors. Such instruments comprise assets of NOK 100,569 million and liabilities of
NOK 1,062 million measured at fair value in the consolidated balance sheet and classified as level 3
instruments within the fair value hierarchy. Due to the materiality of the unlisted or illiquid instruments, and
the increased risk of errors, we considered the valuation of these instruments a key audit matter.

We assessed the design and tested the operating effectiveness of internal controls over the valuation
process including management's determination and approval of assumptions and methodologies used in
model-based calculations as well as management's review of valuations provided by internal experts. We
also assessed pricing model methodologies against industry practice and valuation guidelines. We
performed independent valuations for selected instruments and used external source data where
available. We compared results of our valuations to the Group’s valuations.

Level 3 instruments which are presented at fair value on the balance sheet are disclosed in note 29 in the
consolidated financial statements.

Hedge accounting - Interest rate risk on long-term debt securities issued

Derivative instruments are used to manage exposure to interest rate risk related to long-term debt
securities issued in foreign currencies. Derivatives and borrowings designated at initial recognition as
hedging relationships, are accounted for as fair value hedges. The effectiveness of the hedging
relationships are assessed at the beginning and end of the relevant period. The application of hedge
accounting and ensuring hedge effectiveness can be judgmental and requires close monitoring from
management. Due to the materiality of the hedging relationships, we considered hedge accounting of
interest rate risk on long-term debt securities issued as a key audit matter.

We assessed the design and tested the operating effectiveness of internal controls over the designation
and ongoing management of hedge accounting relationships, including testing of hedge effectiveness.
We examined hedge documentation to assess whether the documentation complied with the
requirements of the accounting standards. We tested reconciliations between underlying source systems
and documents used to manage and document hedging relationships, including testing the mathematical
accuracy and calculation of hedge effectiveness.

See note 21 in the consolidated financial statements for further information.

Independent auditor’s report — DNB ASA

A member firm of Ernst & Young Global Lim
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Other information

Other information consists of the information included in the Company’s annual report other than the
financial statements and our auditor’s report thereon. The Board of Directors and Group Chief Executive
(management) is responsible for the other information. Our opinion on the financial statements does not
cover the other information, and we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information,
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of management for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the Norwegian Accounting Act and accounting standards and practices generally
accepted in Norway for the financial statements of the Parent Company and International Financial
Reporting Standards as adopted by the EU for the financial statements of the Group, and for such internal
control as management determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting, unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with law, regulations and generally accepted auditing principles in
Norway, including ISAs, we exercise professional judgment and maintain professional scepticism
throughout the audit. We also:

» identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

» obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

» evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Independent auditor’s report — DNB ASA

A member firm of Ernst & Young Global Limited
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» conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company to cease to continue
as a going concern.

» evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

» obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that
a matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on other legal and regulatory requirements

Opinion on the Board of Directors’ report and on the statements on corporate
governance and corporate social responsibility

Based on our audit of the financial statements as described above, it is our opinion that the information
presented in the Board of Directors’ report and in the statements on corporate governance and corporate
social responsibility concerning the financial statements, the going concern assumption and the proposal
for the allocation of the result is consistent with the financial statements and complies with the law and
regulations.

Independent auditor’s report — DNB ASA

A member firm of Ernst & Young Global Lim
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EY

Building a better
working world

Opinion on registration and documentation

Based on our audit of the financial statements as described above, and control procedures we have
considered necessary in accordance with the International Standard on Assurance Engagements (ISAE)
3000, «Assurance Engagements Other than Audits or Reviews of Historical Financial Information», it is
our opinion that management has fulfilled its duty to ensure that the Company's accounting information is
properly recorded and documented as required by law and bookkeeping standards and practices
accepted in Norway.

Oslo, 8 March 2017
ERNST & YOUNG AS

Anders Ggbel
State Authorised Public Accountant (Norway)

(This translation from Norwegian has been made for information purposes only.)

Independent auditor’s report — DNB ASA

A member firm of Ermst & Young Global Limited
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DNB Group

Amounts in NOK million 2016 2015 2014 2013 2012
Interest rate analysis
1. Combined weighted total average spread for lending and deposits (%) 2 1.32 1.33 1.31 1.31 1.18
2. Average spread for ordinary lending to customers (%) 2 2.04 217 2.33 234 1.97
3. Average spread for deposits from customers (%) "% 0.21 0.01 (0.25) (0.31) (0.14)
Rate of return/profitability
4. Net other operating income, per cent of total income 34.6 34.5 34.2 35.2 34.8
5.  Costlincome ratio (%) 40.9 36.9 41.9 45.7 49.1
6.  Return on equity (%) 10.1 14.5 13.8 13.1 11.7
7. RAROC (%) 111 11.2 12.3 12.8 11.5
8.  Average equity including allocated dividend (NOK million) 184 056 168 509 149 460 133 242 118 261
9. Return on average risk-weighted volume (%) 1.75 2.14 1.89 1.61 1.25
Financial strength at end of period
10. Common equity Tier 1 capital ratio, transitional rules (%) 16.0 14.4 12.7 11.8 10.7
11. Tier 1 capital ratio, transitional rules (%) 17.6 15.3 13.0 121 11.0
12. Capital ratio, transitional rules (%) 19.5 17.8 15.2 14.0 12.6
13. Common equity Tier 1 capital at end of period (NOK million) 168 214 162 906 142 108 128 072 115 627
14. Risk-weighted volume, transitional rules (NOK million) 1051498 1129 373 1120 659 1089 114 1075672
Loan portfolio and impairment
15. Individual impairment relative to average net loans

to customers, annualised " (0.34) (0.13) (0.14) (0.18) (0.22)
16. Impairment relative to average net loans to customers n (0.48) (0.15) (0.12) (0.17) (0.24)
17. Net non-performing and net doubtful loans and guarantees,

per cent of net loans 1.49 0.76 0.96 1.38 1.50
18. Net non-performing and net doubtful loans and guarantees at

end of period (NOK milion) " 25 654 13 982 17 261 20 749 19 740
Liquidity
19. Ratio of customer deposits to net loans to customers

at end of period (%) 62.0 61.2 65.4 64.7 62.5
Total assets owned or managed by DNB
20. Customer assets under management at end of period (NOK billion) 548 563 549 519 459
21. Total combined assets at end of period (NOK billion) 2931 2901 2936 2 656 2537
22. Average total assets (NOK billion) 2841 2946 2712 2543 2411
23. Customer savings at end of period (NOK billion) " 1519 1507 1490 1387 1270
Staff
24. Number of full-time positions at end of period 11 007 11 380 11 643 12 016 13 291
The DNB share
25. Number of shares at end of period (1 000) 1628 799 1628 799 1628 799 1628 799 1628 799
26. Average number of shares (1 000) 1628 799 1628 799 1628 799 1628 799 1628 799
27. Earnings per share (NOK) 11.46 14.98 12.67 10.75 8.48
28. Earnings per share excluding operations held for sale (NOK) 11.46 15.01 12.68 10.75 8.42
29. Dividend per share (NOK) ¥ 5.70 4.50 3.80 2.70 2.10
30. Total shareholder's return (%) 22.2 1.9 4.7 57.6 23.7
31. Dividend yield (%) 4.44 4.10 3.16 2.49 2.98
32. Equity per share including allocated dividend at

end of period (NOK) 116.94 111,57 97.45 87.15 78.11
33. Share price at end of period (NOK) 128.40 109.80 110.70 108.50 70.40
34. Price/earnings ratio 11.20 7.33 8.74 10.09 8.37
35. Price/book value 1.10 0.98 1.14 1.25 0.90
36. Market capitalisation (NOK billion) 209.1 178.8 180.3 176.7 114.7

1) Includes assets and liabilities in the Baltics, reclassified as held for sale in August 2016.

2) As from the first quarter of 2016, interest rate spreads are based on customer segments. Figures for previous periods have been restated accordingly.

3) Proposed dividend for 2016.

For definition of selected key figures, see next page.
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DEFINITIONS OF SELECTED KEY FIGURES

N o o -

20
21
23
25

27
28

30

32
34
35
36

Based on nominal values excluding impaired loans, measured against the 3-month money market rate.
Total operating expenses relative to total income.
Return on equity represents the shareholders’ share of profit for the period relative to average equity excluding additional Tier 1 capital.

RAROC (Risk-Adjusted Return On Capital) is defined as risk-adjusted profits (shareholders’ share) relative to average equity excluding additional Tier 1
capital. Risk-adjusted profits indicate the level of profits in a normalised situation. Among other things, recorded impairment losses on loans are replaced by
normalised losses.

Average equity is estimated on the basis of recorded equity including allocated dividend, but excluding additional Tier 1 capital. Thus this amount
corresponds to the shareholders’ share of equity.

The shareholders’ share of profit for the period relative to average risk-weighted volume.

Total assets under management for external clients in DNB Asset Management, DNB Livsforsikring and DNB Forsikring.
Total assets and customer assets under management.

Total deposits from customers, assets under management and equity-linked bonds.

The Annual General Meeting on 26 April 2016 authorised the Board of Directors of DNB ASA to acquire own shares for a total face value of up to

NOK 325 759 772, corresponding to 2 per cent of share capital. The shares shall be purchased in a regulated market. Each share may be purchased at

a price between NOK 10 and NOK 200. The authorisation is valid for a period of 12 months from 26 April 2016. Acquired shares shall be redeemed in ac-
cordance with regulations on the reduction of capital. An agreement has been signed with Norwegian Government/Ministry of Trade, Industry and Fisheries
for the redemption of a proportional share of government holdings to ensure that the government's percentage ownership does not change as a result of
the redemption of repurchased shares.

The shareholders’ share of profits relative to the average number of shares excluding any holdings of own shares.

The shareholders’ share of profits excluding profits from operations held for sale. Holdings of own shares are not included in calculations of the number of
shares.

Closing price at end of period less closing price at beginning of period, including dividends reinvested in DNB shares on the dividend payment date, relative
to closing price at beginning of period.

The shareholders’ share of equity, excluding additional Tier 1 capital, at end of period relative to the number of shares.
Closing price at end of period relative to annualised earnings per share.

Closing price at end of period relative to equity per share.

Number of shares multiplied by the closing share price at end of period.

Global systemically important bank and indicator values

DNB Bank ASA has been defined by the EBA (European Banking Authority) as a potential global systemically important bank, as its total on and off-balance sheet
exposures exceed EUR 200 billion. As a result, DNB Bank ASA delivers data to the EBA for the calculation of defined indicator values. See bis.org/bcbs/gsib/ for
more information. DNB’s indicator values as at 31 December 2016 will be available on dnb.no/investor-relations in April 2017.
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Annual general meeting
Distribution of dividends
First quarter

Second quarter

Third quarter
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as of 5 May
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Kjerstin Braathen

Chief financial officer

Tel.: (+47) 905 66 848
kjerstin.braathen@dnb.no

Rune Helland

Head of Investor Relations

Tel.: (+47) 2326 8400/ 97713 250
rune.helland @dnb.no

Amra Koluder

SVP Investor Relations

Tel.: (+47) 2326 84 08 / 97735378
amra.koluder@dnb.no
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CAUTIONARY STATEMENT
REGARDING FORWARD-
LOOKING STATEMENTS

This report contains statements
regarding the future prospects

of DNB, including estimates,
strategies and objectives. The
risks and uncertainties inherent
in all forward-looking statements
can lead to actual developments
and profits differing materially
from what has been expressed or
implied.

The Group's annual report has
been approved by the Board
of Directors in the original
Norwegian version. This is an
English translation.
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