
The Role of the Loan Trustee in the 
Norwegian Bond Market



Agenda
 The Loan Trustee Concept

 Benefits from having a Loan Trustee

 Norsk Tillitsmann ASA 

 Crisis Management



Role of  the Loan Trustee 
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”Collectively holding the rights of 
all the bondholders in a bond issue”
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The Bond Loan Agreement prevents Bondholders 
from taking actions directly towards the Issuer   

x

Loan Trustee should be independent with no conflict of interest



Loan Trustee – Benefits to the Bondholders
 Monitoring of the terms and conditions of a bond issue to protect the interests of the 

Bondholders

 Legal action can be taken as a class action on behalf of all Bondholders 

 A fair and equal distribution of costs arising from legal action, enforced collection or 
restructuring

 Protection from proceedings towards the Issuer taken by other Bondholders with 
“manipulative interests”

 Loan Trustee will be able to hold security/collateral on behalf of all Bondholders



Loan Trustee – Benefits to the Issuer 
 Issuer can relate to one single legal entity as creditor - protected against individual 

Bondholders 

 Loan Trustee can agree to minor amendments and clarifications of the Bond Loan 
Agreement

 Issuer may discuss in confidence with the Loan Trustee the process of amending 
the Loan Agreement

 Issuer will be protected  from proceedings taken by  Bondholders with “special 
interests”

 Issuer can issue Bonds secured by collateral held by the Loan Trustee on behalf of 
all the Bondholders



The Loan Trustee is not a

 Rating Institute
– not assessing  the Issuer’s financial situation 
– not giving financial advice

 Paying Agent
– normally not into the cash flow between Issuer and BH

 Pressure Group 
– can only act upon Terms and Conditions in the Bond  Loan Agreement 



Authority
 The authority of the Loan Trustees and the BH Meeting is derived from the Bond 

Loan Agreement

 The Issuer, the Loan Trustee and BH holding > 10 % of the Bonds have the right to 
call for a BH Meeting

 The BH Meeting ≈ General Meeting in a plc, but most BH are represented through 
proxy (tied vote to LT) 

 The BH constitutes a community of creditors where the majority (2/3) in a BH Meeting 
can make resolutions binding and prevailing for all BH



Norsk Tillitsmann ASA 
 Established in 1993, based on the idea of an independent and qualified loan trustee 

function

 Loan Trustee of more than 95 % of the bond issues made under Norwegian law  

 Portfolio of more than 1900 loan trusteeships (500 issuers) representing a nominal 
value of more than NOK 750 billion  

 Owned mainly by the leading financial institutions in the Norwegian financial 
market



Stamdata -updated securities information



Every Day Life of the Loan Trustee
 Documentation

– LT holds standard boilerplate documentation 
– Verification  (resolutions, approvals, legal opinons)  
– Meaningful and workable terms and conditions

 Monitoring
– Payment of principal, interest and other forms of yield 
– Call and put options
– Negative Pledge / Covenants /Pledged Assets
– Changes, modifications or waivers

 Crisis management
– Declaration of default
– Enforcement
– Restructuring



Financial crisis – putting the  Loan Trustee at test

 HY Market NOK 100 Bill, 200 issuers, 300 issues
Project risk, market risk and financial risk

 > 30 % HY issues have been through restructuring, enforcement or bankruptcy 
proceedings 

 LT has conducted 250 BH Meetings in last 2 ½ year

 LT involved in several lawsuits on behalf of BH

 Loan Trustee’s right to take legal action on behalf of all BH  disputed and taken to 
Supreme Court 



• Bankruptcy proceedings
• Enforcement of security
• Forced sale of all assets
• Liquidation 

Debt Restructuring 

(Judicial 
Debt Restructuring)

Voluntary Private 
Debt Restructuring

Bond Loan in 
default  

Winding up Going concern

Financial Crisis 



Private Debt Restructuring 
 Based on a negotiated solution between the major stake-holders in the Issuer -(i.e. 

Banks, LT/BH and Issuer/Shareh)

 Lawyers and financial advisors for all stakeholders participate in the process (+ lead 
manager of new capital) 

 Authority and power of the LT/BH Meeting makes it possible to make resolutions 
binding and prevailing for all BH

 Restructuring give in general a far better recovery rate for  BH than liquidation 
(forced sales of all assets)  



Example of Restructuring (simplified) 

Secured Bank Loan

Senior Secured 
2nd prior 
Bond Loan

Share Capital

Secured Bank Loan

New Secured Bond Loan

Fresh 
capital

New Share Capital

Former Share Capital

Fresh 
capital
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Subordinated Bond 
Loan

Pre Restructuring Post Restructuring

Liquidation 
value

Finacing needed
(Cost overrun)



Summing up 

Bringing a Loan Trustee into a Bond Structure gives more
flexibility and a better protection of Bondholders rights
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