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SEB Life and Pension Baltic SE
Annual Report of the Council and the Board
2020

General Company Information

Name                                              SEB Life and Pension Baltic SE
Legal form                                     European Company (SE)
Address                                          9 Antonijas Street, Riga LV-1010, Latvia
Registration number                    40003012938
Licenses                                          Life insurance, license issued 28.10.1998 (re-registered 22.05.2002. and 26.09.2005)
                                                         Accident insurance, license issued 28.10.1998 (re-registered 22.05.2002 and 26.09.2005)

SEB Life and Pension Baltic SE (the Company) is a European company registered in Latvia and operating in Estonia, Latvia 
and Lithuania. The Company’s headquarters are in located in Latvia, 9 Antonijas Street, Riga LV-1010, with branches in 
Estonia (located at Tornimäe 2, Tallinn 15010, Estonia) and in Lithuania (located at J. Balčikonio str. 7, Vilnius, Republic of 
Lithuania).

Main field of activity of the Company is life insurance, including personal and group risk insurance and long term savings. 
100% of Company's shares are owned by SEB Life and Pension Holding AB, which is a part of SEB Group.

Business Model and Strategy

SEB Life and Pension Baltic SE was registered on December 18, 2019, after finalizing legal merger of three Baltic life 
insurance companies - SEB Dzīvības apdrošināšana in Latvia, SEB Elu-ja Pensionikindlustus Eestis in Estonia and SEB 
gyvybės draudimas in Lithuania. The new SE company continues providing services to customers of all three companies 
and the main goal of the merger was to further improve operational efficiency of the Company and to continue customer 
offering and service improvements.

Long-term vision of the Company is to continue to hold strong position in Baltic life insurance market by providing the 
best insurance and saving solutions and world class service to customers in close cooperation with SEB bank. The Baltic 
team of dedicated professionals strive to ensure sustainable business growth, operational efficiency and high customer 
satisfaction. 

In upcoming years The Company is planning to focus on increasing size of its term life and loan protection insurance 
customer portfolios, both in private and legal entities’ customer segments, to strengthen existing customer loyalty and to 
invest into new simple and remote insurance and saving solutions.
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Business Result

Market
Baltic market share of the Company at the end of the reporting year was 20 % in terms of the amount of written premiums, 
which was 2% less compared to 2019, but growing by 2% in risk and 0.5% oin Unit-Linked products market share. Market 
share developments by country: inrease in Estonian market (+1.2% reached 24.96%) and reduction in  Lithuanian market (-
0.5%, droping to 16.89%) and in Latvia (-5.8%, droping to 23.3% of the market).

Total amount of written premiums in 2020 was 103 million EUR, which is 4% less than in 2019.

Total amount of customer savings reached 640 million EUR, growing by 5% during the reporting year in comparison with 
2019. Unit-linked assets grew by 7% reaching 409.3 million EUR, while the portfolio of guaranteed-interest contracts that 
are no longer offered to customers continued to decrease.

Customer Activity
In 2020 The Company issued 58 thousand new insurance agreements (+30% vs. 2019), new risk agreements increased by 
58% while agreements with savings decreased by 40%. Risk premiums in new agreements increased by 8% while saving 
premiums decreased by 18%, pension annuity product premiums decreased by 36%. We see growing customer interest in 
personal insurance solutions and we plan to continue promoting awareness of the financial protection need and continue 
to develop fair, simple and transparent insurance solutions for private customer segment.

30 thousand new employees in 2020 were insured in corporate agreements, and the total amount of written premiums in 
these agreements reached 2.6 million EUR. We forecast that the interest of employers to protect their employees with extra 
insurance and contribute to their insurance savings will continue to grow in Baltic market, therefore we are constantly 
striving to improve our corporate customer offering and services.

The total insurance portfolio, which includes all committed insurance liabilities, has increased by 7% and reached 640 
million EUR at the end of 2020.

Financial Result
The Company finished year 2020 with operating profit of 3.1 Million EUR, which was 4.2 Million EUR less than compared 
to previous year. Profit sources by countries were following: 1.1 Million EUR of the profit came from Estonia, 5.3 Million 
EUR from Lithuania and loss of 3.3 Million EUR from Latvia.

Drop in income compared last year from Traditional portfolios in Latvia and Estonia due to investment losses from the 
financial markets turbulence in Q1. Income from the risk product continues to grow.

Expenses were close to targeted and main spending areas were investment in operational transformation of the Company.
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Impact of COVID-19

With the recent and rapid development of the Coronavirus disease (COVID-19) pandemic the world economy entered a 
period of unprecedented health care crisis that has caused considerable global disruption in business activities and 
everyday life.  

In the Baltic countries as well as in many other countries starting March 2020 different restrictions to limit the COVID-19 
spread came into effect leading to a considerable economic slowdown. The objective of these public policy measures was 
and is to contain the spread of COVID-19 outbreak and have resulted in operational disruptions.

In parallel, governments, including the Republic of Latvia, introduced various financial support schemes in response to the 
economic impacts of the COVID-19 coronavirus pandemic. The Company has not applied for such government assistance.

The financial effect of the current crisis on the global economy and overall business activities cannot be estimated with 
reasonable certainty though, due to the pace at which the outbreak expands and the high level of uncertainties arising from 
the inability to reliably predict the outcome. Management’s current expectations and estimates could differ from actual 
results.

Management has considered the unique circumstances and the risk exposures of the Company and has concluded that the 
main impact in the Company’s profitability position has arisen from major volatility in financial markets during start of 
2020, however until the end of 2020 market and the Company managed to rebound and finish the year with profit.. COVID-
19 did have an impact on the business operations, because retail branches of SEB network were temporarily closed, which 
required switching to remote selling of services. In addition, majority of back office employees were requested to work 
remotely from home. These changes did not have material impact on Company’s financial results.

The Company’s management believes that it is taking all the necessary measures to maintain the viability of the Company 
and the development of its business in the current business and economic environment. 
Company follows Solvency II regulatory requirements to secure Company’s capital provides sufficient base to cover 
Company’s exposure to risks. During 2020 the Company was in compliance with Solvency 2 capital requirements. 
 
From the analysis performed no additional liquidity needs/impact on financial covenants have been identified. 
 
Management will continue to monitor the situation closely and assess needed measures in case COVID-19 related 
disruption affects company on a larger scale.

Approved electronically by:

               Chairman of the Board                                                                                       Chief Financial Officer
                   /Arnolds Čulkstēns /                                                                                            / Rokas Gylys / 

30 April 2021

THIS DOCUMENT IS SIGNED ELECTRONICALLY WITH A SAFE ELECTRONIC SIGNATURE AND CONTAINS A TIME 
STAMP

6



SEB Life and Pension Baltic SE
ANNUAL REPORT FOR 2020

STATEMENT OF RESPONSIBILITY OF THE MANAGEMENT

The management of SEB Life and Pension Baltic SE confirms that the financial statements for 2020 are prepared in
accordance with International Financial Reporting Standards as adopted by the European Union, based on relevant
accounting methods that have been applied in a consistent manner, and give a true and fair view of the financial
position of the Company as at the end of the reporting year, as well as the results of its operations and cash flows for
the year ended.

Management judgements and assumptions in preparing the financial statements were prudent and reasonable. The
management of SEB Life and Pension Baltic SE is responsible for maintaining accounting records in accordance with the
statutory requirements, for safeguarding of the Company’s assets and immediate prevention of any fraud and other
illegal activity.

Financial statements have been approved and authorised for issue by the Board of Directors of the Company and
signed on behalf by:

Approved electronically by:

          Chairman of the Board                                                                                       Chief Financial Officer
            /Arnolds Čulkstēns /                                                                                            / Rokas Gylys / 

30 April 2021

THIS DOCUMENT IS SIGNED ELECTRONICALLY WITH A SAFE ELECTRONIC SIGNATURE AND CONTAINS A 
TIME STAMP
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STATEMENT OF FINANCIAL POSITION
(EUR)

ASSETS Note 31.12.2020 31.12.2019
Cash and cash equivalents 5 38,238,664 25,542,575
Financial Investments at fair value through profit or loss: 6

Equity securities 511,161,451 455,733,659
Debt securities 154,802,314 188,986,317
Derivatives 2,221,547 -

Receivables including insurance receivables 7 2,858,803 2,335,786
Intangible assets 8 130,888 250,520
Equipment                                                    9 297,625 160,958
Right-of-use assets 10 1,496,158 1,058,163
Reinsurance contracts 11 255,494 271,682
Deferred income tax 12 41,973 31,155
Total assets 711,504,917 674,370,815

EQUITY
Capital and reserves attributable to the Company's equity 
Ordinary shares 13 11,582,784 11,582,784
Reserve capital and other reserves 4,444,432 4,483,447
Retained earnings 48,882,807 45,571,765
Total equity 64,910,023 61,637,996

LIABILITIES
Trade and other payables and deferred income 14 6,374,562 6,151,501
Insurance contracts 15 128,450,780 122,679,545
Investment contracts 17 511,769,472 483,901,739
Current tax liabilities 80 34
Total liabilities 646,594,894 612,732,819

Total equity and liabilities 711,504,917 674,370,815

Approved electronically by:

Chairman of the Board
/ Arnolds Čulkstēns /

30 April 2021

The notes on pages 12 to 50 are an integral part of these financial statements.

Chief Financial Officer
 / Rokas Gylys /

THIS DOCUMENT IS SIGNED ELECTRONICALLY WITH A SAFE ELECTRONIC SIGNATURE AND 
CONTAINS A TIME STAMP
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STATEMENT OF COMPREHENSIVE INCOME
(EUR)

Note 2020 2019

Insurance contracts premium revenue 19 30,461,139 31,467,019
Insurance premium ceded to reinsurers 19 (1,837,201) (1,710,538)
Net insurance premium revenue 28,623,938 29,756,481

Benefits and claims paid 23 (12,348,742) (11,839,550)
Reinsurers' share in claims paid 23 281,547 312,969
Change in insurance contracts liabilities 23 (5,651,023) (11,154,194)
Net insurance benefit and claim expenses (17,718,218) (22,680,775)

Interest and dividend income 21 1,848,637 2,492,979
Net fair value gains (losses) on financial assets 22 7,004,770 16,550,712
Net fair value gains (losses) on investment contract liabilities 22 (4,734,944) (9,119,621)
Net foreign exchange gains (losses) 20,844 (17,982)
Net investment income (expense) 4,139,307 9,906,088

Fee income 20 6,101,333 6,728,299
Reinsurance commissions and profit shares 20 337,240 377,221
Other income 20 1,698,390 1,999,217
Total other income 8,136,963 9,104,737

Commission expenses 24 (4,256,937) (3,867,544)
Expenses for marketing and administration 24 (15,372,147) (14,387,138)
Investment management expenses 24 (454,503) (496,022)
Total operating expenses (20,083,587) (18,750,704)

Profit / (loss) before tax 3,098,403 7,335,827
Income tax expense 28 10,818 8,777
Profit / (loss) for the year 3,109,221 7,344,604
Total Comprehensive income / (loss) for the year 3,109,221 7,344,604

Approved electronically by:

Chairman of the Board
/ Arnolds Čulkstēns /

30 April 2021

The notes on pages 12 to 50 are an integral part of these financial statements.

Chief Financial Officer
 / Rokas Gylys /

THIS DOCUMENT IS SIGNED ELECTRONICALLY WITH A SAFE ELECTRONIC SIGNATURE AND 
CONTAINS A TIME STAMP
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STATEMENT OF CHANGES IN EQUITY
(EUR)

At 1 January 2020 11,582,784 4,483,447 13,121 45,558,644 61,637,996
Profit for the year and total 
comprehensive income - - - 3,109,221 3,109,221
Reserves for share options - - 162,806 - 162,806
Realisation of reserves for share 
options - - (13,121) 13,121 -
Write-off of reserves for 
intangible asset (39,015) 39,015

At 31 December 2020 11,582,784 4,444,432 162,806 48,720,001 64,910,023

At 31 December 2018 11,583,361 4,312,633 150,753 58,232,602 74,279,349
Effect of applying IFRS 16 - - - 922 922
At 1 January 2019 11,583,361 4,312,633 150,753 58,233,524 74,280,271
Profit for the year and total 
comprehensive income - - - 7,344,604 7,344,604
Reorganisation reserves (577) 577 -
Reserves for share options - - 13,121 - 13,121
Realisation of reserves for share 
options - - (150,753) 150,753 -
Increase of other reserves - 170,237 - (170,237) -
Dividends paid during the year (20,000,000) (20,000,000)
At 31 December 2019 11,582,784 4,483,447 13,121 45,558,644 61,637,996

Approved electronically by:

30 April 2021

Share capital

Reserve capital 
and other 

reserves
Retained 
earnings TOTAL

Reserve capital 
and other 

reservesShare capital
Retained 
earnings TOTAL

Share option 
reserves

Share option 
reserves

THIS DOCUMENT IS SIGNED ELECTRONICALLY WITH A SAFE ELECTRONIC SIGNATURE AND 
CONTAINS A TIME STAMP

The notes on pages 12 to 50 are an integral part of these financial statements. 

     Chairman of the Board                                                                       Chief Financial Officer
 /Arnolds Čulkstēns /                                                                               / Rokas Gylys / 
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STATEMENT OF CASH FLOWS
(EUR)

Cash flows from operating activities Note 2020 2019
Insurance and investment premiums received 102,205,052 106,995,749
Insurance and investment benefits and claims paid (66,530,781) (73,592,273)
Payments made for ceded reinsurance (1,044,873) (713,916)
Payments made to co-insurers (71,643) (65,821)
Operating expenses paid (21,426,188) (20,001,583)
Other income 1,796,792 1,604,349
Interest paid - (253)
Acquisition of investments (114,207,531) (143,051,661)
Proceeds from sale of investments 108,921,772 144,951,980
Payout of deposit - 2,611,793
Interest received 2,861,301 3,695,825
Dividends received 387,583 730,605
Net cash generated from\(used in) operating activities 12,891,484 23,164,794

Cash flows from investing activities
Purchases of equipment 9 (194,021) (102,337)
Net cash used in investing activities (194,021) (102,337)

Cash flows from financing activities
Dividends paid - (20,000,000)
Net cash used in financing activities - (20,000,000)

Net (decrease)\increase in cash and cash equivalents 12,697,463 3,062,457
Cash and cash equivalents at the beginning of the year 25,542,575 22,480,537
Exchange(loss)\ gains on cash and cash equivalents (1,374) (419)
Cash and cash equivalents at the end of the year 5 38,238,664 25,542,575

Approved electronically by:

                    Chairman of the Board                                                                       Chief Financial Officer
                      /Arnolds Čulkstēns /                                                                               / Rokas Gylys / 

30 April 2021

The notes on pages 12 to 50 are an integral part of these financial statements. 

THIS DOCUMENT IS SIGNED ELECTRONICALLY WITH A SAFE ELECTRONIC SIGNATURE AND 
CONTAINS A TIME STAMP
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NOTES

1. General information
SEB Life and Pension Baltic SE has been registered in Riga on 28 October 1997 as the public joint stock company. The
Company was reorganized into a closed joint stock company on 22 September 2004. On 18 December 2019 SEB Group’s life
insurance companies in the Baltic States (SEB Elu-ja Pensionikindlustus in Estonia, SEB Dzīvības apdrošināšana in Latvia
and SEB Gyvybės draudimas in Lithuania) merged in one single company called SEB Life and Pension Baltic SE (SE -
Societas Europaea, European Company) (hereinafter - The Company) with headquarters in Latvia and with branches in
Estonia and Lithuania. During the merger all share capital of Lithuanian and Estonian companies was invested in SEB Life
and Pension Baltic SE. The Company offers insurance (life and accident) and investment contracts that transfer insurance
risk or financial risk, or both to individual persons and legal entities in Estonia, Latvia and Lithuania. 

Name of the Company:                                  SEB Life and Pension Baltic Societas Europaea
Legal address:                                                  9 Antonijas street, Riga, LV-1010
Telephone, fax:                                                67079800, 67079808
Tax reg. number:                                             LV 40003012938

2. Summary of significant accounting policies
The principal accounting policies applied in the preparation of these financial statements are set out below. These policies
have been consistently applied to all the years presented, unless otherwise stated.

These financial statements are for the period 01.01.2020 - 31.12.2020.

These financial statements covers single entity  SEB Life and Pension Baltic (including branches in Lithuania and Estonia).

Company, as the whole market, was impacted by the spread of COVID-19 virus (Coronavirus). The impact does not
threaten Company’s possibility to continue as a going concern. 

These financial statements have been approved by the Management Board on 22 April 2021. Owners of the Company have
the right to amend the financial statements before issue.

2.1 Basis of presentation
These financial statements have been prepared in accordance with International Financial Reporting Standards as adopted
in European Union.
The financial statements have been prepared under the historical cost convention, as modified by the revaluation of
financial assets and liabilities (including derivative instruments) at fair value through profit or loss as described in
accounting policies presented below.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It
also requires management to exercise its judgment in the process of applying the Company’s accounting policies. The areas
involving a higher degree of judgment or complexity, or areas where assumptions and estimates are significant to the
financial statements are disclosed in Note 3.

All amounts in the financial statements including notes disclosures are stated in Euro (EUR) rounded to full Euro, unless
stated otherwise.
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SEB Group’s life insurance companies in the Baltic States merged into one single company during 2019. All three legal
entities were 100% owned by the same shareholder – SEB Life and Pension Holding AB, therefore the merger met the
definition of business combination under common control. According to SEB Groups practice pooling of interest using
retrospective predecessor accounting method was used for preparation of financial statements. Financial statement reflect
all three entities' full-year results, even though the business combination occurred on 18 December 2019. The corresponding
amounts for the previous year reflect the combined results of all entities. This reflects the view that merger transaction
involved entities controlled by one controlling party. For comparability purposes Company aligned representation of data
in financial statement. 

The accounting policies used in the preparation of the financial statements for the year ended 31 December 2020 are
consistent with those used in the annual financial statements for the year ended 31 December 2020. 

(a) The following new and amended IFRS and interpretations became effective from 1 January 2020

Management has assessed that these new and amended IFRS and interpretations does not impact preparation of financial
statements of Company:
- Conceptual Framework in IFRS standards
- Interest Rate Benchmark Reform - IFRS 9, IAS 39 and IFRS 7 (Amendments)
- IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors:
Definition of ‘material’ (Amendments)

(b) Standards issued but not yet effective and not early adopted:

IFRS 17: Insurance Contracts
The standard is effective for annual periods beginning on or after 1 January 2023 with earlier application permitted if both
IFRS 15 Revenue from Contracts with Customers and IFRS 9 Financial Instruments have also been applied. IFRS 17
Insurance Contracts establishes principles for the recognition, measurement, presentation and disclosure of insurance
contracts issued. It also requires similar principles to be applied to reinsurance contracts held and investment contracts
with discretionary participation features issued. The objective is to ensure that entities provide relevant information in a
way that faithfully represents those contracts. This information gives a basis for users of financial statements to assess the
effect that contracts within the scope of IFRS 17 have on the financial position, financial performance and cash flows of an
entity. The standard has not been yet endorsed by the EU.
The management has assessed that new standard will have effect on Company's financial statements and accounting
practice . SEB Life insurance group is working on a cross-boarder solution including software and amendments to
accounting policy that will assist company to implement the changes.  

Management has assessed that these not yet effective and not early adopted amended IFRS and interpretations should not
have material impact on preparation of financial statements of Company:
- Interest Rate Benchmark Reform Phase 2 - IFRS 9, IAS 39 and IFRS 7 (Amendments)
- IFRS 3: Business Combinations, (Amendments);

The Company has elected not to adopt these standards, revisions and interpretations in advance of their effective dates.
The Company anticipates that, except as described above, the adoption of all other standards, revisions and interpretations
will have no material impact on the financial statements of the Company in the period of initial application.
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2.2   Foreign currency translation

Functional and presentation curency
Items included in the financial statements of the Company are measured using the currency of the primary economic
environment in which the Company operates (‘the functional currency’). The financial statements are presented in euro
(EUR), which is the Company’s functional and presentation currency.

Transactions and balances
Any gain or loss resulting from a change in rates of exchange subsequent to the date of the transaction is included in the
statement of comprehensive income as profit or loss from transactions with financial instruments.

The principal rates of exchange (foreign currency quoted per unit of EUR) set forth by the European Central Bank and used
in the preparation of the Company’s financial statements for 2020 were as follows:

2.3   Equipment

All other equipment of the Company with acquisition price above 1000 EUR are non-current assets that are used in
business activities of the Company with the useful life of over one year. An item of equipment is initially recognized at its
cost which consists of the purchase price and other expenditures directly related to the acquisition that are necessary for
bringing the asset to its operating condition and location. An item of equipment is subsequently measured at its cost less
any accumulated depreciation and impairment losses if any.

Subsequent expenditure relating to non-current assets is added to the carrying amount of the asset when it is probable that
future economic benefits will flow to the Company. All other subsequent expenditure made to restore the future economic
benefits that an enterprise can expect from the originally assessed standard of performance of the equipment item, is
recognized as an expense in the statement of comprehensive income in the period in which it is incurred.

The difference between the cost of the asset and its residual value is depreciated over the useful economic life of the asset.
Non-current assets are depreciated on a straight-line basis, using the following annual depreciation rates:

Office furniture:                         20% per year
Computers and equipment:      33.33% per year
Transport vehicles:                     20% per year

14
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At each reporting date, the validity of depreciation rates, depreciation method and residual value is assessed.

If an item of equipment consists of identifiable components with different useful lives, these components are recorded as
separate equipment items and separate depreciation rates are set for them in accordance with their estimated useful lives.

Where an asset's carrying amount is greater than its estimated recoverable amount (higher of an asset's fair value less cost
to sell and its value in use), it is written down immediately to its recoverable amount.

Gains or losses on disposals are determined by comparing carrying amount with proceeds and are charged to the statement
of comprehensive income during the period in which they are incurred.

2.4 Intangible assets

Software, which is independent from hardware, is classified as an intangible asset. An intangible asset is initially
recognized at cost, comprising of its purchase price and any directly attributable expenditure. After initial recognition, an
intangible asset is carried at its cost less accumulated amortization and impairment losses. Intangible assets are amortized
using the straight-line method. Amortization rate depends on the useful life of asset. The amortization rates applied for
intangible assets currently in use at the Company is 33.33%.

Costs that are directly associated with the production of identifiable and unique software products controlled by the
Company, and that will probably generate economic benefits exceeding costs beyond one year, are recognized as intangible
assets. Direct costs include the software development team's employee costs and an appropriate portion of relevant
overheads. All other costs associated with developing or maintaining computer software programmes are directly
expensed to the statement of comprehensive income as part of administration expenses.

Computer software development costs recognized as assets are amortized using the straight-line method over their useful
lives, not exceeding a period of five or eight years.

15
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2.5 Deferred acquisition costs (DAC) 

Deferred acquisition costs are classified as intangible assets (Note 8).

Only upfront commissions paid to brokers are deferred and expensed over the term of the policies. All other commission
payments that are not upfront are recognized as expenses when incurred. 

Company defers acquisition costs for some investment contracts. This product is in runoff. Those acquisition costs consist
of the costs incurred in concluding, renewing and administering insurance contracts. These costs include commissions
payable to intermediaries for the sale of insurance contracts. Deferred acquisition costs include the amount of commissions
payable on insurance contracts, which the Company has recognized in prior reporting periods and which will be
recognized as an expense in future periods during the term of the contract. Commissions relating solely to the conclusion of
an insurance contract and not to its subsequent administration are recognized as an expense immediately. Deferred
acquisition costs are amortized at each reporting date.

2.6   Financial assets

Financial assets are recognised on the Statement of Financial Position when the Company becomes a party to the
contractual provisions of the instrument and are measured at fair value on initial recognition. Transaction costs are
included in the fair value on initial recognition except for financial assets at fair value through profit or loss where
transaction costs are expensed in profit or loss. Financial assets are derecognised when the rights to receive cash flows have
expired, or the Company has transferred substantially all risks and rewards and upon substantial modification. 

The Company classifies and subsequently measures its financial assets in the following categories: financial instruments at
fair value through profit or loss and amortised cost. Financial assets are recognised on the Statement of Financial Position
on the trade date.

Debt Instruments
The classification is based on a combination of assessing the business model for managing the financial assets and whether
the contractual cash flow characteristics consist of solely payments of principal and interest (‘SPPI’). The business model
assessment is performed for homogenous portfolios identified based on how the business is managed. The assessment is
based on reasonable scenarios taking into consideration how the portfolio is evaluated and reported to management: the
risks affecting the performance of the portfolio and how these risks are managed; and the frequency, value and timing of
sales including the reasons for the sales. Debt securities can be designated to financial instruments at fair value through
profit or loss in order to eliminate or significantly reduce an accounting mismatch.
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Equity Instruments
Equity instruments are by default classified as financial assets at fair value through profit or loss. An irrevocable election
can be made on initial recognition to classify equity instruments (not held for trading) at fair value through other
comprehensive income.

Derivatives
A derivative is a financial instrument or other contract with all three of the following characteristics:
- its value changes in response to the change in a specified interest rate, financial instrument price,
commodity price, foreign exchange rate, index of prices or rates, credit rating or credit index, or
other variable, provided that, in the case of a non-financial variable, it is not specific to a party to
the contract (i.e., the 'underlying').
- it requires no initial net investment or an initial net investment that is smaller than would be required
for other types of contracts expected to have a similar response to changes in market factors.
- it is settled at a future date.

In 2020 the Company for the first time entered into interest rate swaps transactions with Skandinaviska Enskilda Banken
AB. Derivatives are classified as financial assets at fair value through profit or loss when their fair value is positive and as
liabilities when their fair value is negative. Interest rate swaps are cleared though central clearing counterparty with profits
and losses settled daily. The notional amount and fair value of such derivatives are disclosed separately in Note 6. 

Amortised cost
Financial instruments are classified in this category if both of the following criteria are met: a) the business model objective
is to hold assets to collect contractual cash flows; and b) the contractual cash flow characteristics consist of solely payments
of principal and interest. The gross carrying amount of these assets is measured using the effective interest method and
adjusted for expected credit losses. However, financial assets that meet the amortised cost measurement criteria, may be
designated on initial recognition by the Company to fair value through profit or loss measurement option, provided that
particular qualifying criteria are met.

On initial recognition, financial liabilities are classified into one of the following categories: financial liabilities measured at
amortised cost; financial liabilities measured at fair value through profit or loss. Financial liability is classified as measured
at fair value through profit or loss if it meets the definition of held for trading and/or it is designated upon initial
recognition to fair value through profit or loss measurement option.

2.7   Impairment of assets

The management of the Company has performed analyses of assets to evaluate applicability of expected credit losses (ECL)
according to IFRS 9, and has developed a methodology for calculation and recognition of ECL. The Company has applied
a Simplified approach, that provides for recognition of ECL during a full course of a deal - lifetime ECL at each reporting
date starting from initial recognition of the deal. There is no need to follow up credit risk of the deal. ECL are calculated as
a percentage from trade receivables that are accounted in amortized cost. The amount of ECL is not material as total
amount of trade receivables is low.

2.8     Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the Statement of Financial Position only when there
is a legally enforceable right to offset the recognized amounts and there is an intention to settle on a net basis, or to realize
the asset and settle the liability simultaneously.

2.9    Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks and bank overnights.
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2.10    Insurance and Investment contracts classification and accounting policies

The Company issues contracts that transfer insurance risk or financial risk or both. In accordance with International
Financial Reporting Standard (IFRS) 4, contracts entered into with customers that transfer insurance risk have been
classified as insurance contracts. In accordance with International Financial Reporting Standard (IFRS) 9, contracts entered
into with customers that transfer financial risk have been classified as investment contracts. 

Insurance contracts are those contracts that transfer significant insurance risk. Such contracts may also transfer financial
risk. As a general guideline, the Company defines as significant insurance risk the possibility of having to pay benefits on
the occurrence of an insured event that are at least 10% more than the benefits payable if the insured event did not occur.
Investment contracts are those contracts that transfer no significant insurance risk.

For contracts where unbundling of insurance risk and financial risk can be done Company uses such unbundling. Then
contract is treated as two separate contracts, insurance risk part as insurance contract and financial risk part as investment
contract.

Some company's investment contracts have discretionary profit participation feature but company estimates the size of the
feature in contracts as insignificant. So all investment contracts are classified as without discretionary participation feature.

(a)Insurance contracts

PREMIUM RECOGNITION: for Latvian and Lithuanian business premiums (in the amount of yearly insurance premium)
are recognized as income at the starting date or insurance year change date of the contract (not when paid). Premiums are
shown before deduction of commission. For Estonian business premiums are recognized as income when they are due and
their payment is likely.
CLAIMS\BENEFITS: Claims and benefits are recorded as an expense when they are incurred directly or via changes in
subsequent unpaid claims liabilities for not settled claims.

RECOGNITION OF  LIABILITIES: 
Unearned premium provision
The portion of premium received for short term contracts and contracts where premium reflects only the risk of period the
premium is for (so called stepped premium risk contracts) that relates to unexpired risks at the reporting date is reported as
the unearned premium liability for other than life risks or life insurance technical provisions for life insurance risks. These
liabilities expire proportionally over the period of insurance coverage of respective premium.
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Life insurance technical provision
Life insurance technical provision covers liability for contractual benefits that are expected to be incurred in the future and
is recorded at the same time when the premiums are recognised. They are calculated for contracts which have savings part
or which premiums are reflecting also risks of the future periods not only premium period (so called long term fixed
premium risk contracts). For Latvian and Lithuanian business it's calculated on policy level and for Estonian business it's
calculated on portfolio level for such contracts based on discounted best estimate future cash flows and claims handling
and administration expenses.  Future cash flows are discounted with risk free rates.

Life insurance provisions also include additional profit allocated for policy holders in previous financial years and
estimated additional bonus (can be negative) for the reporting year for eligible contracts in given category.

 Liability adequacy test
At each reporting date, liability adequacy tests (see Note 3.2) for insurance contracts are performed to ensure the adequacy
of the contract liabilities net of related DAC assets. Short boundary and level premium insurance contracts are tested based
on loss ratio experience. For other insurance contracts current best estimates of future contractual cash flows and claims
handling and administration expenses are used. Future cash flows are discounted with risk free rates. Any deficiency is
immediately charged to the statement of comprehensive income initially by writing off DAC and by subsequently
establishing a provision for losses arising from liability adequacy tests.

Outstanding claims provision
RBNS (Reported But Not Settled) claims provision is made for claims arisen from insured events or maturities or cancellation
of insurance contracts that are incurred and reported to the Company up to reporting date, but not yet settled by the
Company. Estimate of RBNS is assessed on an individual case by case bases taking into account prognosed amount of
claim (including additional bonus component) and prognosed direct and indirect claims adjustment expenses (if any).
IBNR (Incurred But Not Reported) claims provision is made for risk insurance claims that have happened, but are not yet
reported to the Company. IBNR is calculated using statistical estimate based on prior experience relating to a time
difference between the date of reporting the claims and the date of incurring the claims.

The Company does not discount its liabilities for unpaid claims.

INCOME RECOGNITION: Income from insurance contracts arise from simultaneous recognition of insurance
premium/risk fees of unbundled insurance risk of investment contracts and change in liability from insurance contracts at
reporting date.
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(b) Investment contracts

Company have issued two type of investment contracts - where policyholder bears investment risk and where company
bears investment risk. Investment contracts doesn't carry significant insurance risk or insurance risk part is unbundled and
recognized as insurance contract.

RECOGNITION OF  LIABILITIES: 
Financial liability
Investment contracts liabilities are classified as fair value through profit and loss. Financial liability of investment contracts 
where policyholder bears investment risk is the value of underlying assets and valuation model is "mark to market". 
Valuation model for financial liability of investment contracts where company bears investment risk is "mark to model". 
This valuation is based on discounting of contracts best estimate future cash flows with risk free rates. Cash flows 
considered are contractual cash flows to/from clients, estimated administrative and claims handling expenses of contracts. 
Company uses methodology where cash flows are discounted by company’s estimate of risk free interest rates.

INCOME RECOGNITION: Income from Investment contracts arise from fee income (administration fees, asset
management fee, surrender charges) that are recognized when investment management service is transferred to
policyholder.

2.11    Reinsurance contracts held
All Contracts entered by the Company with reinsurers, under which the Company receives compensation for losses on one
or more contracts issued by the Company (in case of claims incurred within the scope of agreement), meet the classification
requirements (see Note 2.10) for insurance contracts (reinsurance applies solely to insurance risk part and does have effect
on savings or financial liability part of the contracts)  and are classified as reinsurance contracts. 

The Company has reinsurance contracts with Munich RE, General Reinsurance AG and Swiss RE. During 2019 Company's
Lithuanian contracts had also catastrophe reinsurance with Lloyds Insurance Company.

In case when sums insured exceed maximum limits for Obligatory reinsurance Facultative reinsurance agreements are
concluded on individual contract bases. There is the additional facultative reinsurance agreement with General
Reinsurance AG for group insurance. 

The benefits to which the Company is entitled under its reinsurance contracts held are recognized as reinsurance assets.
These assets consist of short-term balances due from reinsurers. Amounts recoverable from or due to reinsurers are
measured consistently with the amounts associated with the reinsured insurance contracts and in accordance with the
terms of each reinsurance contract. Reinsurance liabilities are primarily premiums payable for reinsurance contracts and are
recognized as an expense through the life of contract. The business reinsured under Swiss Re treaty is eligible to profit
sharing.

The Company assesses its reinsurance assets for impairment on a quarterly basis. If there is objective evidence that the
reinsurance asset is impaired, the Company reduces the carrying amount of the reinsurance asset to its recoverable amount
and recognizes that impairment loss in the statement of comprehensive income.
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2.12    Receivables and payables related to insurance contracts and investment contracts

Receivables and payables are recognized when due, except for contracts with fixed payment schedule. Accounting
treatment for insurance contracts with fixed payment schedule is described in Note 3.3. These include amounts due to and
from agents, brokers and insurance contract holders. If there is objective evidence that the insurance receivable is impaired,
the Company reduces the carrying amount of the insurance receivable accordingly and recognizes that impairment loss in
the statement of comprehensive income. The Company gathers the objective evidence that an insurance receivable is
impaired using the same process adopted for loans and receivables.  

2.13    Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised in the
statement of comprehensive income over the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Company has an unconditional right to defer settlement of the
liability for at least 12 months after the reporting sheet date.

2.14    Tax 

Current income tax
Current income tax assets and liabilities for the current period are measured at the amount expected to be recovered from
or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted or
substantively enacted at the reporting date in the countries where the Company operates and generates taxable income.

Income tax is assessed for the period in accordance with Estonian, Latvian and Lithuanian tax legislation. The tax rate
stated by Latvian and Estonian tax legislation is 20% from distributed profit. While in Lithuania 15% tax is applied
annually to adjusted profit or loss result.

Payment of dividends in Latvia and Estonia would result in corporate income tax payment. Distributed profits are
generally subject to the 20% tax at 20/80 of the net amount of profit distribution both in Latvia and Estonia. For example, a
company that has profits of 100 EUR available for distribution can distribute dividends of 80 EUR, on which it must pay tax
of 20 EUR.

Management periodically evaluates positions taken in the tax returns with respect to situations in which applicable tax
regulations are subject to interpretation and establishes provisions, where appropriate.

Deferred tax
Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and liabilities
and their carrying amounts for financial reporting purposes at the reporting date. Deferred income tax is recognised only in
respect with income related to Lithuanian branch of the company.

2.15    Employee benefits and payables to employees

Savings plans
The Company has long term defined contribution savings scheme as part of employee retention program, which is made on
voluntary bases. The Company has no further payment obligations once the contributions have been paid. The
contributions are recognized as employee benefit expense when they are due. Prepaid contributions (if any) are recognized
as an asset to the extent that a cash refund or a reduction in the future payments is available.
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Skandinaviska Enskilda Banken AB (publ) operates share-based incentive programme based on it's shares, under which it
awards SEB equity instruments to its related company employees. Only key persons participate in those programmes.
Equity-settled share-based incentive programme (Share Deferral Program) entitle employees to receive SEB equity
instruments. Fair value of these rights is determined by using appropriate valuation models, taking into account the terms
and conditions of the award and the SEB estimate of the number of rights that will eventually vest, which is reassessed at
each reporting date.
The cost of equity-settled share-based incentive programmes is measured by reference to the fair value of equity
instruments on the date they are granted and recognised as an expense on a straight-line basis over the vesting period with
a corresponding increase in equity. The vesting period is the period that the employees have to remain in service in SEB in
order for their rights to vest. Until settlement, the fair value of the liability is remeasured, with changes in fair value
recognised in the income statement. 

The costs of Share Savings Programme incurred by the Company during the year 2020 were EUR 163 thousands (2019:
EUR 13 thousands) accounted in Expenses for marketing and administration in the income statement.

The above-described share-based payments are treated as equity-settled because the Group has no obligation to settle the
transactions related to the Share Savings Programme.

Payables to employees
Payables to employees include accrued liabilities with regard to: 
- salaries due (including social security costs)  at the reporting sheet date;
- holiday pay (including social security costs) liability calculated in accordance with employment contracts and the laws of
the Estonia, Latvia and Lithuania effective as at the reporting date.

2.16    Accruals

The Company has made necessary accruals for covering all major expenses that are incurred prior to reporting date but are
not settled. The major of them are:
- expenses to be paid to Financial services authority (based on 4-th quarter premiums received), 
- commission expenses due to brokers,
- certain payments for services received during the reporting year,
- accruals for unused annual leave that are calculated at the end of the reporting year,
- accruals for employee bonuses.

2.17    Revenue recognition

Revenue from insurance and investment contracts
Revenue from insurance and investment contracts is recognized based on type of the contract (see note 2.10).

Interest income
Interest income is recognised in the statement of comprehensive income for all interest bearing financial instruments, using
the effective interest rate method. The effective interest rate method is a method for calculating the adjusted cost of a
financial asset or a financial liability (or groups of financial assets or financial liabilities) and the allocation of interest
income and expenses over the relevant time period. The effective interest rate is a rate which exactly discounts future
expected cash flows to the carrying amount of a financial asset or a financial liability over the expected useful life of the
financial instrument. In order to calculate the effective interest rate, the Company assesses cash flows taking account of all
contractual terms, but not future discounts. All significant contractual service fees paid or received between the parties and
other supplementary payments or deductions are included in the calculation. 

Dividend income
Dividend income is recognized at the time when the right to receive the dividends arises and the collection of revenue is
probable.
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2.18    Operating lease

The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract conveys the
right to control the use of an identified asset for a period of time in exchange for consideration. 

The Company applies a single recognition and measurement approach for all leases. The Company recognizes lease
liabilities to make lease payments and right-of-use assets representing the right to use the underlying assets.

Right-of-use assets: The Company recognizes right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and
impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes the
amount of lease liabilities recognized, initial direct costs incurred, and lease payments made at or before the
commencement date less any lease incentives received. Right-of-use assets are depreciated on a straight-line basis over the
lease term.

Lease liabilities: At the commencement date of the lease, the Company recognizes lease liabilities measured at the present
value of lease payments to be made over the lease term. The lease payments include fixed payments (including in-
substance fixed payments) less any lease incentives receivable, variable lease payments that depend on an index or a rate,
and amounts expected to be paid under residual value guarantees. The lease payments also include the exercise price of a
purchase option reasonably certain to be exercised by the Company and payments of penalties for terminating the lease, if
the lease term reflects the Company exercising the option to terminate. Variable lease payments that do not depend on an
index or a rate are recognized as expenses (unless they are incurred to produce inventories) in the period in which the event 
or condition that triggers the payment occurs.   
In calculating the present value of lease payments, the Company uses its incremental borrowing rate at the lease
commencement date because the interest rate implicit in the lease is not readily determinable. After the commencement
date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments made.
In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a change in the lease term, a
change in the lease payments (e.g., changes to future payments resulting from a change in an index or rate used to
determine such lease payments) or a change in the assessment of an option to purchase the underlying asset.

The Company’s lease liabilities are included in Trade and other payables and deferred incomes  (see Note 14).
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3. Critical accounting estimates and judgements

The reported amounts of assets and liabilities in certain areas are affected by the internal methodologies, decisions and
estimates made by the Company. Estimates and judgments are continually evaluated and based on historical experience
and other factors, including expectations of future events that are believed to be reasonable under the circumstances. Major
of such areas are additional profit distribution, liability adequacy, deferred acquisition costs and impairment of insurance
debtors.

3.1    Additional profit distribution

Company's savings and investment products with guarantees under contract conditions are subject to receive (as a
supplement to guaranteed benefits) additional bonus. Rules are different by issuing countries and products.

Latvian bonus rules
The terms and conditions of contracts issued by the Company include the general condition ("based on company results")
of the amounts of additional benefits, but leaves the amount and exact timing of their payment to contract holders at the
discretion of the Company. 

The Company has set the internal methodology that comprises the rules that are used to estimate amount of yearly
additional bonus. Methodology is based on current market conditions and the Company's financial performance and ties
additional bonus to particular performance of investment assets covering guaranteed liabilities. According to methodology
the Company can split among contract holders up to 50% from amount that equals net realized investment income (on
assets backing liabilities for guaranteed interest contracts) minus guaranteed income (yielded during respective financial
year) on contracts. 

At the end of the financial year, the Company's Management Board (based on described methodology) decides on the
overall amount of additional bonus to contract holders for the current financial year. At the end of the financial year,
liabilities of additional bonus eligible contracts include the estimated amount of additional profit for the respective
financial year as separate provision. In the beginning of next financial year the exact split of additional bonus according to
product groups is made and additional bonus is allocated to contracts and liabilities are recalculated on the contract level.
Due to the low market interest rates and low future expected returns from bond investments company have not allocated
any bonuses for years 2019 and 2020.

Although allocated additional bonus is added to liabilities towards subsequent contract holders, such bonus according to
the Company's methodology is not interest bearing and does not participate in the additional bonus accounting for the
next years. The amount (rate) of additional profits allocated to a contract in previous insurance years does not result in a
legal or constructive liability for the Company nor creates an assumption for a policy holder in respect of the amount (rate)
of the additional profits payable in the next years. 

Estonian bonus rules
There are contracts with three bonus types. Pension pillar 2 annuities by law have to distribute at least 50% of product
profit every calendar year. Higher bonuses than 50% are discretionary. Other contracts can have either "claw back" or "non
clawback" bonuses. By terms and conditions the size and timing of both times are fully by discretion of the company and
depend from the investment return and future expected returns of underlying investment portfolios. Company has
possibility to take back (allocate negative) "claw back" bonuses in case of investment losses. Due to the low market interest
rates and low future expected returns from bond investments company have not allocated any bonuses for years 2019 and
2020.
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Lithuanian bonus rules
Pension pillar 2 annuities. It is written in the annuity's rules that company has to distribute at least 50% of product profit
every calendar year. Product profits consists of profit from higher mortality and profit from better investment result than
stated in the pricing assumptions. Higher bonuses than 50% are discretionary. Loss is carried forward.
Insurance contracts where company bears investment risk. It is written in the internal company's guidelines that company
has to distribute 70% of product profit every calendar year. Product profits consists of profit from lower mortality, profit
from better investment result and profit from lower administration expenses than stated in the pricing assumptions. Loss is
carried forward.

3.2    Liability adequacy test
Liabilities of insurance contracts are tested for adequacy pursuant to IFRS 4 (p15-16), based on discounting the future best
estimate cash flows of the contract portfolio. Company's policy is to perform Liability adequacy test on the total insurance
portfolio level. The result of Liability adequacy test for whole life business for the reporting period is positive. The result of
liability adequacy test is the best estimate of liabilities compared to mathematical reserves. The cash flows used in the test
are contractual cash flows and estimated administrative and claims handling expenses by years. Death rates and
policyholder's behavior are assessed on the basis of the existing contract portfolio history and statistics. Future expenses
are assessed, based on the current expense for administrating contract and expected inflation of expenses. Cash flows are
discounted by risk-free interest rate yield curve according to methodology where company’s estimate risk free interest
rates.

If the value of liabilities assessed by the given test is larger than the amount of liabilities calculated under the accounting
policies utilized, from which deferred acquisition costs have been deducted, then at first the deferred acquisition costs are
reduced, then (if necessary) the liabilities are increased and the related loss is recognized in the statement of comprehensive 
income for the reporting period.

As a result of the test carried out as at the end of 2020 and 2019, the liabilities of insurance contracts in Statement of
Financial Position were adequate.

The discount rate applied for calculating present value of estimated cash flows has the largest effect on the results of the
liability adequacy test. The effect of possible discount rate increase by 0.1% constitutes a decrease of 1,297,440 EUR in best
estimate (2019: 1,290,223 EUR). The effect of possible discount rate decrease by 0.1% constitutes an increase of 1,318,163
EUR in best estimate (2019: 1,311,212 EUR).

 
3.3    Impairment of insurance debtors

According to the product structure, insurance debtors are accounted only for contracts with fixed and guaranteed terms as
they involve fixed payment schedule. Thus, insurance debtors are accounted for following product lines:

- stand alone Long term insurance contracts with fixed and guaranteed terms;
- short term insurance products (accident insurance) that are sold as supplementary product to Long term insurance
contracts with fixed and guaranteed terms.
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Although risk covers of Long term insurance contracts without fixed terms and Long term investment contracts also have
fixed payment schedules, insurance debtors are accounted differently for these separated out parts of contracts as product
structure of such contracts implies that all charges (including charge for life insurance and accident premium cover) are
collected directly from accumulated savings at fixed periods of time. If saving amount is not sufficient, insurance cover for
such contract is stopped.

Premium income and underlying liability for contracts with fixed payment schedule are recognized as revenue at the
starting date or insurance year change date of the contract (not when paid, see note 2.10), thus, profit is increased by
premium for the insurance year and decreased by the increase in liabilities for that period. In cases when insurance period
(year) is longer than payment period, there is mismatch between premium income and collected premiums according to
fixed payment schedule. This mismatch represents the Insurance debtors value in Statement of Financial Position, which
reflects difference between premiums income recognized (premiums written) and paid by the clients. Thus, part of
insurance debtors value in the Statement of Financial Position represents amounts that are not yet due.

The Company monitors and accounts separately contracts, where there are real delays in paying according to payment
schedule. Impairment of such debtors is made via utilizing contractual rights of the Company to the one-sided breach of
the contract with fixed payment schedule in case of delaying payment for more than 6 months. In given case there is
following impact on Profit and Loss :

 (-) Premium income (amount= Total Premiums written - Total Premiums received)
 (-) Surrender value (amount= Liabilities at the end of last fully paid payment period - surrender charge)
 (+) Change in life insurance provisions (amount= Total amount of insurance liabilities)

26



SEB Life and Pension Baltic SE
ANNUAL REPORT FOR 2020

4. Management of insurance and financial risk / Management of capital adequacy / Fair value hierarchy

In its activities the Company faces different kind of risks, such as insurance risk, credit risk, market risk (incl. interest rate
risk), liquidity risk and other risks (indirect impact of market risk on fees in unit-linked portfolios). Of them, the most
significant risks are market risk and insurance risk. The Company takes market, credit and liquidity risks when investing
assets covering insurance contracts and investment contracts with guaranteed interest rate. In addition the Company's
capital should be managed in accordance to mentioned risks, subsequent law requirements and development plans of the
Company.

4.1    Insurance risk

The Company concludes contracts which transfer the insurance risk from the policy holder to the Company. The risk under
single insurance contract is the possibility that an event set out in the contract will take place (the insured event) and
uncertainty about the amount payable as a result of it. By the very nature of insurance contract, this risk is random and
therefore unpredictable.

For portfolio of insurance contracts where income (premium rates) and provisions (liabilities) are calculated on the basis of
the theory of probability, the insurance risk lies in the matter that the actual payments of claims and benefits prove to be
larger than the recognized (calculated) insurance liabilities. Such a situation may appear if the frequency of the insured
events or the amount of individual events exceed the expectations and assumptions of the Company. The occurrence of
insurance events is incidental and therefore the amount of claims and benefits differs by years from the assumptions
created by using statistical techniques.

According to the Probability theory and experience of the Company the larger the portfolio of insurance contracts with
similar risk, the smaller the estimated difference of the actual result from the statistical estimates. In addition to this, a
larger variety of risks leads to a smaller probability of the occurrence of the same type of events and hence also to a smaller
risk of the whole portfolio.

Insurance risk mitigation practices applied
The Company offers the life insurance products which cover the risk of death. The Company has also entered into
agreements that have riders, which offer option to choose annuity payout schemes (at terms and conditions present at the
exercising time) involving the risk of survival. Besides the main insurance, additional health insurance and accident
insurance may be entered into. Additional health insurance covers (critical illness, permanent or temporary disability) are
covering the risk of unexpected illness. Accidental insurance is covering the risks of death, disability, accident (trauma) and
temporary incapacity for work in case of accident. Customers may choose a suitable amount of sum insured, insurance
premium and payment frequency in accordance with the product terms.

In case of insurance contracts where death and/or health insurance is the insured risk, the major factors influencing the risk
frequency and severity are preexisting individual health conditions, epidemics (AIDS, SARS, Coronavirus, human form of
avian flu, etc.), the changes in the life style and eating habits of the insured person, also the level of smoking and alcohol
consumption and the valuation of physical activity and movement. The risk is also influenced by changes in level of
education, health and social security. For accident insurance contracts risk arises from factors that increase possibility of
accident in comparison with anticipated level at the conclusion of contract. The main factors are changes in lifestyle of the
insured person including changes in sport and leisure activities, change of profession, occupation and industry as well as
overall changes in surrounding environment (weather, technology development, etc.). For contracts where survival is the
insured risk (annuities), the most significant factor is continued improvement in medical science and social conditions that
would increase longevity.
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Certain clauses in terms and conditions of insurance contracts such as exclusion of certain type of risks (e.g. suicide),
obligation of the insured person to report on significant changes in lifestyle as well as certain possibilities of one-sided
breach of contract due to excessive risks incurred during certain period of time (in case of accident insurance) are designed
to directly mitigate insurance risk.
 
Nevertheless, the major tools utilized by the Company for controlling and managing insurance risks are risk management
(underwriting) procedures and reinsurance.

Each of insurance contracts prior to issuing undergoes risk underwriting based on which the Company decides whether to
conclude particular contract or not or which changes (type of insurance cover, sum insured, size of premium, term) should
be made to contract conditions (in respect to ones in insurance application) to mitigate and precisely price risks to be
insured. Risk underwriting procedures are set of internal rules developed based on reinsurer’s recommendations (online
GenRe reference system CLUE), best practice, data research, specifics of local market and the Company's business
characteristics. These rules are applied by the Company in dealing with all major aspects of insurance risks. 

Underwriting procedures depending on type of the contract involve: 

- constraints on maximal concentration of risk
- constraints on maximal and minimal age of insured
- limits on maximal sum insured based on income, occupation and lifestyle of insured
- professional analysis of medical history and current health conditions (reported by insured) in relation to insurance risk of
the Company;
- obligatory medical examinations of person to be insured if sum insured exceeds certain limit based on age and type of
insurance product;
- additional Covid-19 related declaration is used for certain individual  insurance contracts.

To control excessive personal insurance (life and non-life) risk Company uses reinsurance services of external reinsurance
companies.
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Amount of insurance risk and its concentration

Company have had steady gowth in insurance risk volumes over the last years.

During 2020 there was an faster increase in medium insurance sums insured - between 10 000 and 50 0000. 
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Sources of uncertainty in the estimation of future benefit payments and premium receipts
Uncertainty concerning the future contractual cash flows arises from unpredictable changes in the general death rate for life
insurance contracts and behavioral pattern of policy holders for both life insurance and other insurance supplementary
contracts.

In calculating the death rates, disability rates and critical illness rates the Company uses different the death rate tables
depending on issuing country, which are based on country statistics and developed and recommended by reinsurers.
Subsequent death tables based on historical performance have proven to adequately reflect the risks relating to the
operating environment and customer base of the Company. Companies actuaries are continously monitoring used used
rates against experience.

Similarly, in case of accident insurance, where pricing is based on companies own statistics actual claims are constantly
compared with the Company's insurance portfolio performance over previous periods. 

Major mitigating term for some risks is Company's right to change pricing and insurance conditions or cancel risk cover
yearly.  

4.2.    Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument or insurance contract held will
fluctuate because of changes in market prices. Market risk comprises three types of risk: foreign exchange rates (currency
risk), market interest rates (interest rate risk) and market prices (price risk).

The Company's Investment Guidelines define the principles for managing market risk in the investment portfolios and sets
investment restrictions, which are followed up on a continuous basis. The Company has set up ALM (Asset-Liability
Management) Committee for advising Management Board on Investment Guidelines and monitoring the performance of
investment portfolios. 

4.2.1    Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument or insurance contract or
reinsurance contract will fluctuate because of changes in market interest rates. Floating rate instruments expose the
Company to cash flow interest risk, whereas fixed interest rate instruments expose the Company to fair value interest risk.

Interest rate risk is one of the most important market risk for the Company and it is managed by the Company's Investment
Guidelines. Investment Guidelines includes strategic asset allocation, which defines the appropriate mix of fixed rate
instruments to cover liabilities to policyholders. Investment Guidelines also set limits how much investment portfolio
modified duration (modified duration measures the price sensitivity to changes in interest rates) could deviate for the
modified duration of the liabilities to policyholders.

The sensitivity analysis assumes a parallel rise and fall of 20 basis points in the interest rate curve for all currencies. If the
interest rate curve were 20 basis points higher, the Company's profit would be EUR 658 thousand higher (2019: profit
would be higher by 742 thousand EUR) and if the interest curve were 20 basis points lower, the Company profit would be
EUR 658 thousand lower (2019: profit is lower by 742 thousand EUR).
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4.2.2    Price risk

Price risk is the risk that the fair value or future cash flows of financial instruments (accordingly insurance contract assets
and/ or liabilities) will fluctuate because of changes in market prices (other than those arising from interest rate or foreign
exchange rate risk), whether those changes are caused by factors specific to the individual financial instrument or contract,
or by factors affecting all similar contracts or financial instruments traded in the market.

The Company’s price risk exposure relates to investments into equities whose values will fluctuate as a result of changes in
market prices. The decline in share and property prices has a negative impact on the fair value of the company's investment
portfolio. The Company's Investment Guidelines define the amount of allowed investments into equities and real estate and 
also define the diversification principles to reduce the exposure to single country, sector or company. Investment portfolio
is well diversified and invested into several issuers to avoid concentration risks.

A twenty percent (20%) decrease in the price of equity instruments reduces the fair value of the portfolio and reduces the
profit for the period by EUR 2 840 thousand (2019: EUR 2 875 thousand).

Sensitivity analysis reflects changes in price risk symmetrically.

4.2.3    Currency risk

Currency risk is the risk that the fair value of future cash flows (accordingly insurance contract assets and/ or liabilities) will
fluctuate because of changes in foreign exchange rates. 

The Company's liabilities to policyholders are mainly in Euros and the currency risk arises if the Company's financial assets
are not denominated in the same currency as its liabilities to policyholders. The Company's currency risk is managed
according to the principles and restrictions stated in the Investment Guidelines. According to the Investment Guidelines the
Company must make sure that total net open currency exposure would not exceed 20% of the total market value of
investment portfolio.

The Company is exposed to currency risk arising from various currency exposures in traditional and own portfolios. If the
spot exchange rate strengthens by 10 percent in all foreign currencies, profit will increase by 845 thousand euros (2019:
profit will increase by 614 thousand euros). In sensitivity analysis, changes in currency risk are symmetrically reflected.

Currency analysis (in euro) of financial assets is disclosed in the manner as it is reviewed by the management (excluding
Unit linked contracts):
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4.3    Credit risk

Credit risk is the risk that one party to a financial instrument or reinsurance contract will cause a financial loss for the other
party by failing to discharge an obligation.

The Company considers the following credit risks of importance: credit institutions, reinsurers and issuers of the bonds.

Risks from credit institutions: in the opinion of the management of the Company exposure to credit risk from bank accounts
and term deposits with other credit institutions has low credit risk. The Company uses mainly only the major banks in
Baltics, which are the subsidiaries of leading Nordic banks (Skandinaviska Enskilda Banken AB with the group rating of A+
and Swedbank AB with the group rating of AA- according to S&P ratings). Credit risk from interest rate swaps is very low
as the counterparty to the trades is highly rated Skandinaviska Enskilda Banken AB and interest rate swaps are cleared
though central clearing counterparty with profits and losses settled daily.

Risks from issuers of the bonds: Credit risk from investments is managed by the Investment Guidelines of the Company,
which defines the rating requirements for the investmet portfolios. Credit risk from investment portfolios is assumed to be
low as the aforementioned constraints imply conservative investment approach. Credit risk in bonds and bond investment
fund is recognized automatically through the changes in market value. Impairment is not applicable for these investments.

Portfolio of bonds and bond investment funds according to S&P rating:

Total amount of bonds and bond investment funds consists of Debt securities (Note 6) and part of listed Equity securities (Note 6) that
have bond investmetnt type. 

The management estimates that the expected credit losses on cash and bank accounts, term deposits, receivables from
reinsurance contracts and accrued income were insignificant as at 31 December 2020 and 31 December 2019. The assessment
takes into account the parties' strong credit rating, financial position, short-term economic outlook and amount.

32



SEB Life and Pension Baltic SE
ANNUAL REPORT FOR 2020

4.4    Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with financial
liabilities that are settled by delivering cash or another financial asset.

The liquidity risk is managed by investing majority of assets in investment portfolios into liquid finacial instruments.
According to the management of the Company the liquidity risk is considered low because most of the financial
instruments in the investment portfolio could be sold within the next 3 business days. As of 31.12.2020 the Company has
only 828 thousand euros of financial instruments (1 056 thousand euros as of 31.12.2019), which could not be sold within 3
business days (512 thousand euros of financial instruments (513 thousand euros as of 31.12.2019), which could be sold
within one quarter and 316 thousand euros of financial instruments (543 thousand euros as of 31.12.2019), which are illiquid
and it takes more than a quarter to sell these financial instruments).  

Cash flows of liabilities for investment contracts are shown bellow:

4.5    Management of capital adequacy

The main goals for the Company's capital management is to secure that the Company follows regulatory requirements, to
provide sufficient base to cover the Company's exposure to risks and to enable intended future growth of the Company.

Regulatory capital requirements (Solvency II regulatory regime) in force from 1 January 2016 unifies single EU insurance
market and enhance consumer protection. The requirements have risk based supervisory and regulatory capital assessment
regime. The eligible own funds are assessed using fair value principles applied to assets and liabilities. Technical provisions
are intended to represent the current amount the Company would have to pay for an immediate transfer of its obligations
to a third party. The regulatory solvency capital requirement (SCR) is calculated using the pre-determined shocks applied
for the material risks relevant to the Company. The SCR is the capital required to ensure that the company will be able to
meet its obligations over the next 12 months with a probability of at least 99.5%.

During 2020 and 2019, the Company was in compliance with the regulatory Solvency 2 capital requirements.

During 2020 the Company, as the whole market, was impacted by the spread of COVID-19 virus (Coronavirus). According
to the analysis performed during Own Risk and Solvency Assessment the Company is able to withstand major shocks from
volatility in financial markets and fluctuations of underwritting result without breaching the regulatory capital
requiremnents.
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4.6    Fair value hierarchy

IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques are
observable or unobservable. Observable inputs reflect market data obtained from independent sources; unobservable
inputs reflect the SEB Group’s market assumptions. Almost all instruments are valued by quoted prices in Level 1. The
reclasification of 2019 data is made for Unit Linked investments movig from Level 2 to Level 1, because of the fact that they
meet definition of quated prices. These inputs have created the following fair value hierarchy:

-         Level 1 – Quoted prices (unadjusted) in active markets for identical assets or liabilities. This level includes listed
equity shares and debt instruments on exchanges and exchanged traded derivatives like futures;

-         Level 2 – Inputs other than quoted prices included within Level 1 that are observable for the asset or liability either
directly (that is , as price) or indirectly (that is, derived from prices). This level includes the majority of the OTC derivative
contracts and debt instruments. The sources of input parameters like market yield curve or counterparty credit risk are
Bloomberg and Reuters. When there is limited liquidity or small number of deals within the market for specific period of
time or specific financial instrument, then such instruments are classified within Level 2 and valued at the last known price,
to reflect as pricise as possible the market value of such instrument. Financial liabilities at fair value through profit or loss
(unit links) are also included into Level 2, as value of these is directly derived from value of linked assets, which are traded
on active market and valued  based on quoted market prices (included into Level 1);

-         Level 3 – inputs for the asset or liability that are not based on observable market data (unobservable inputs). This
level includes equity investments and debt instruments with significant unobservable components. Liabilities at fair value
through profit or loss are calculated based on discounted cashflow model. This model captures market interest rates
derived from EIOPA yield curve interest rates as well as assumptions for investment contracts cashflows. Assumptions are
based on historical data from the Company for previous years. The main assumption for the model is discount rate used
and the sensitivity of changes in discounted rate is described in Note 4.2.

This hierarchy requires the use of observable market data when available. The Company considers relevant and observable
market prices in its valuations where possible. 
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5. Cash and cash equivalents
31.12.2020 31.12.2019

Demand deposits at credit institutions 38,238,664 25,542,575

The carrying amounts disclosed above reasonably approximate fair value at the reporting date.

6. Financial assets
Financial assets at fair value through profit or loss 31.12.2020 31.12.2019
Equity securities:
- Listed 509,629,312 454,580,511
- Unlisted 1,532,139 1,153,148
Debt securities 154,802,314 188,986,317
Derivatives
- Interest rate swaps 2,221,547 -
Total financial assets at fair value through profit or loss 668,185,312 644,719,976

Financial assets at fair value through profit or loss in currencies: 31.12.2020 31.12.2019
Equity securities:
      EUR 507,773,023 451,795,019
      USD 3,184,446 3,590,120
      Other 203,982 348,520

Total equity securities 511,161,451 455,733,659
Debt securities:
      EUR 154,802,314 188,986,317
Derivatives:
      EUR 2,221,547 -
Total financial assets at fair value through profit or loss 668,185,312 644,719,976

Derivatives at 31.12.2020
Carrying value 

assets
Carrying value 

liabilities
Notional 

ammount
- Interest rate swaps 2,247,341 (25,794) 28,700,000
Total financial assets  fair value 2,221,547

All debt securities in this category are fixed rate instruments, which mainly are listed government bonds.

Equity and debt securities classified at fair value through profit or loss are designated as at fair value through profit or
loss at initial recognition.

At the end of the financial year largest part of cash 36,478,444 EUR (2019: 23,837,629 EUR) was kept in SEB Group banks.
Standard & Poor’s credit rating for SEB Group is A+ (2019: A+). 

Derivatives includes cash collateral. Mandatory cash colateral is tied to interest rate SWAP term that is over 10 year. 
981,633 EUR of cash collateral is excess bufer that can be taken out at any time.
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7. Receivables including insurance receivables
31.12.2020 31.12.2019

- Receivables from policyholders 647,543 498,986
- Debtors from reinsurance operations 478,002 494,595
- Prepaid expenses 172,952 237,452
- Receivables from intermediaries 44,538 40,546
- Financial sub lease of property 9,240 27,716
- Other debtors 1,506,528 1,036,491
Total loans and receivables including insurance receivables 2,858,803 2,335,786

Performance of receivables including insurance receivables:

Fully performing Past due Impaired Total
- Receivables from policyholders 438,385 233,014 (23,856) 647,543
- Debtors from reinsurance operations 478,002 - - 478,002
- Prepaid expenses 172,952 - - 172,952
- Receivables from intermediaries 44,538 - - 44,538
- Financial sub lease of property 9,240 - - 9,240
- Other debtors 1,706,414 - (199,886) 1,506,528

Total 2,849,531 233,014 (223,742) 2,858,803

Fully performing Past due Impaired Total
- Receivables from policyholders 353,072 177,048 (31,134) 498,986

- Debtors from reinsurance operations 494,595 - - 494,595
- Prepaid expenses 237,452 - - 237,452
- Receivables from intermediaries 40,546 - - 40,546
- Financial sub lease of property 27,716 - - 27,716
- Other debtors 1,237,455 - (200,964) 1,036,491

Total 2,390,836 177,048 (232,098) 2,335,786

Past due performance: 31.12.2020 31.12.2019
Less than 3 months 220,388 142,683
More than 3 months 12,626 34,365
Total 233,014 177,048

31.12.2020

31.12.2019

If receivables from policyholders are paid in accordance to insurance policy rules and terms amounts of receivables are 
recognized like fully performing. Payments are regularly monitored and delayed amounts are reported separately as 
past due.

None of receivables are secured by collateral.
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8. Intangible assets

At 1 January 2019

Deferred 
acquisition costs

Capitalised 
software 

development

Software TOTAL

Cost 7,002,371 254,008 - 7,256,379
Accumulated amortisation (6,685,673) (179,278) - (6,864,951)
Net book amount 316,698 74,730 - 391,428
Year ended 31 December 2019
Opening net book amount 316,698 74,730 - 391,428
Additions 27,048 - - 27,048
Amortisation charge (123,735) (44,221) - (167,956)
Closing net book amount 220,011 30,509 - 250,520
At 31 December 2019

Cost 7,029,419 254,008 - 7,283,427
Accumulated amortisation (6,809,408) (223,499) - (7,032,907)
Net book amount 220,011 30,509 - 250,520

At 1 January 2020
Cost 7,029,419 254,008 - 7,283,427
Accumulated amortisation (6,809,408) (223,499) - (7,032,907)
Net book amount 220,011 30,509 - 250,520
Year ended 31 December 2020
Opening net book amount 220,011 30,509 - 250,520
Additions 13,405 - 41,181 54,586
Amortisation charge (130,903) (30,509) (12,806) (174,218)
Closing net book amount 102,513 - 28,375 130,888
At 31 December 2020
Cost 7,042,824 254,008 41,181 7,338,013
Accumulated amortisation (6,940,311) (254,008) (12,806) (7,207,125)
Closing net book amount 102,513 - 28,375 130,888
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9. Equipment
Furniture, 

fittings and 
equipment

At 1 January 2019
Cost 388,924
Accumulated depreciation (240,363)
Net book amount 148,561
Changes during 2019
Opening net book amount 148,561
Acquisition current year 102,336
Revaluation (39,940)
Acquisition costs write-off (59,444)
Accumulated depreciation write-off 59,444
Disposals (Note 24) (474)
Depreciation charge (Note 24) (49,525)
Closing net book amount 160,958
At 31 December 2019
Cost 391,403
Accumulated depreciation (230,445)
Net book amount 160,958
Changes during 2020
Opening net book amount 160,958
Acquisition current year 194,021
Revaluation 1,210
Acquisition costs write-off (73,636)
Accumulated depreciation write-off 73,636
Disposals (Note 24) (972)
Depreciation charge (Note 24) (57,592)
Closing net book amount 297,625
At 31 December 2020
Cost 512,026
Accumulated depreciation (214,401)
Net book amount 297,625

Depreciation expense of 57 592 EUR (2019: 49 525 EUR) has been charged in administrative expenses (Note 24).
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10. Leases

Right-of-use assets recognised and the movements during period:

Properties
As at 1 January 2019 1,371,168
Year ended 31 December 2019
Depreciation (313,005)
Net book amount 1,058,163

As at 1 January 2020
Right-of-use assets recognised 1,371,168
Accumulated depreciation (313,005)
Net book amount 1,058,163
Year ended 31 December 2020
Opening net book amount 1,058,163
New lease agreements 746,640
Depreciation (289,634)
Right-of-use assets written off (177,358)
Accumulated depreciation written off 158,347
Closing net book amount 1,496,158
At 31 December 2020
Right-of-use assets recognised 1,940,450
Accumulated depreciation (444,292)
Closing net book amount 1,496,158

Movements of lease liabilities (included under Trade and other payables and deferred income)

Properties
As at 1 January 2019 1,416,435
Year ended 31 December 2019
Accretion of interest 40,958
Payments (353,670)
Net book amount 1,103,723

Year ended 31 December 2020
Opening net book amount 1,103,723
New lease agreements 746,640
Termination of lease agreement (19,011)
Accretion of interest 37,504
Payments (330,120)
Closing net book amount 1,538,736

Amounts recognised in profit or loss:
2020 2019

Depreciation expense of right-of-use asset 289,634 313,005
Interest expense on lease liabilities 37,504 40,958
Total amount recognised in profit or loss 327,138 353,963

The Company has rent contracts for office premised classified as operational lease. Premises rent contracts generally 
have lease terms between 3 and 10 years.
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11. Reinsurance contracts
31.12.2020 31.12.2019

Reinsurers' share of insurance liabilities 255,494 271,682
Total assets arising from reinsurance contracts 255,494 271,682

12. Deferred income tax

Deferred tax asset:
31.12.2020 31.12.2019

- assets that will be recovered in more than 12 months 41,973 31,155
- assets that will be recovered within 12 months - -
Total 41,973 31,155

Net changes of deferred tax:
2020 2019

At the beginning of year 31,155 27,537
Recognized in the income statement (Note 28) 10,818 3,618
At end of year 41,973 31,155

The reinsurers' share of insurance liabilities includes obligatory and facultative reinsurance in accordance with contracts
with Swiss-Re, Munich Re and Gen Re.

Amounts due to reinsurers in 2020 in respect of premiums to be paid by the Company on the contracts that are reinsured
are included in Trade and other payables and deferred income (Note 14). Amounts receivables from reinsurers in 2020 in
respect of commissions and claims to be paid to the Company on the contracts that are reinsured are included in
Receivables including insurance receivables (Note 7).

All reinsurance assets are current assets.

Deferred tax asset is recognised only in Lithuanian branch of company, while because of Latvian and Estonian income
tax law specifics deferred tax assets or liabilities does not arise.

Deferred tax asset is calculated at current Lithuanian corporate income tax rate of 15 % that is applied to temporary
differences between the carrying amounts of assets and liabilities for financial reporting purposes compared carrying
amounts of assets and liabilities for tax purposes.
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13. Share capital
Number of 

shares 
Value of shares

At 31 December 2019 8,273,417 11,582,784
At 31 December 2020 8,273,417 11,582,784

14. Trade and other payables and deferred income
2020 2019

Trade payables and accrued expenses 1,504,421 2,018,043
Accruals for liabilities to employees (Note 18) 1,642,196 1,583,977
Social security and other tax payables (Note 29) 399,804 333,430
Policyholders 328,184 362,670
Accruals for intermediaries (Note 18) 234,607 121,615
Creditors from reinsurance operations 726,346 628,027
Deferred income 267 15
Lease liability (Note 10) 1,538,737 1,103,723
Total 6,374,562 6,151,501

All trade and other payables are current liabilities.

The total authorised number of ordinary shares is 8,273,417 (2019: 8,273,417), with a par value of 1.40 EUR per share
(2019: 1.40 EUR per share). All issued shares are fully paid.

Since 22 January 2010 the sole owner of 100% shares of SEB Life and Pension Baltic SE is SEB Life and Pension Holding
AB, Sweden. The ultimate parent of company is Skandinaviska Enskilda Banken
AB, registered in Sweden, which is  owner of 100% shares of SEB Life and Pension Holding

There are no legislative restrictions on using reserve capital and other reserve in amount of 4,444,432 EUR (2019:
4,444,432 EUR). They are distributable to shareholders.

On 18 December 2019 SEB Group’s life insurance companies in the Baltic States (SEB Elu-ja Pensionikindlustus in
Estonia, SEB Dzīvības apdrošināšana in Latvia and SEB Gyvybės draudimas in Lithuania) merged in one single company
called SEB Life and Pension Baltic SE (SE - Societas Europaea, European Company) with headquarters in Latvia and
with branches in Estonia and Lithuania. During the merger all share capital of Lithuanian and Estonian companies was
invested in SEB Life and Pension Baltic SE.
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15. Insurance liabilities and reinsurance assets

Gross 31.12.2020 31.12.2019
Insurance contracts with life insurance risk:
- Outstanding claim reserve -  reported but not settled 1,576,307 1,321,095
- Outstanding claim reserve -  incurred but not reported 317,328 387,510
- Unearned premium reserve 120,960 107,063
- Mathematical reserve and bonus provision 124,073,029 118,718,551
Insurance contracts with other insurance risks:
- Outstanding claim reserve -  reported but not settled 723,207 577,797
- Outstanding claim reserve -  incurred but not reported 619,408 654,528
- Unearned premium reserve 749,093 685,169
- Mathematical reserve and bonus provision 271,448 227,832
Total insurance liabilities, gross 128,450,780 122,679,545

Recoverable from reinsurers 31.12.2020 31.12.2019
Insurance contracts with life insurance risk:
- Outstanding claim reserve -  reported but not settled 26,825 78,378
- Outstanding claim reserve -  incurred but not reported 1,336 1,710
- Unearned premium reserve 27,144 25,583
- Mathematical reserve 43,410 45,252
Insurance contracts with other insurance risks:
- Outstanding claim reserve -  reported but not settled 108,490 71,698
- Outstanding claim reserve -  incurred but not reported 15,758 15,338
- Unearned premium reserve 32,531 33,723
- Mathematical reserve and bonus provision - -
Total reinsurers' share of insurance liabilities 255,494 271,682

Net 31.12.2020 31.12.2019
Insurance contracts with life insurance risk:
- Outstanding claim reserve -  reported but not settled 1,549,482 1,242,717
- Outstanding claim reserve -  incurred but not reported 315,992 385,800
- Unearned premium reserve 93,816 81,480
- Mathematical reserve and bonus provision 124,029,619 118,673,299
Insurance contracts with other insurance risks:
- Outstanding claim reserve -  reported but not settled 614,717 506,099
- Outstanding claim reserve -  incurred but not reported 603,650 639,190
- Unearned premium reserve 716,562 651,446
- Mathematical reserve and bonus provision 271,448 227,832
Total insurance liabilities, net 128,195,286 122,407,863
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16.  Movements in insurance liabilities and reinsurance assets
(a)    Claims and loss adjustment expenses

2020
Gross Reinsurance Net

Notified claims 2,053,824 (150,077) 1,903,747
Incurred but not reported 1,042,037 (17,047) 1,024,990
Total at beginning of year 3,095,861 (167,124) 2,928,737
Cash paid for claims settled in year:
- Arising from current year claims (11,201,334) 220,965 (10,980,369)
-Arising from prior year claims (618,025) 60,491 (557,534)
Increase in liabilities:
- Arising from current year claims 12,459,366 (290,582) 12,168,783
-Arising from prior year claims (494,482) 23,841 (470,642)
Total at end of year 3,241,386 (152,409) 3,088,977

Notified claims 2,304,650 (135,315) 2,169,335
Incurred but not reported 936,736 (17,094) 919,642
Total at end of year 3,241,386 (152,409) 3,088,977

2019
Gross Reinsurance Net

Notified claims 1,953,430 (93,187) 1,860,243
Incurred but not reported 973,725 (19,316) 954,410
Total at beginning of year 2,927,155 (112,503) 2,814,652
Cash paid for claims settled in year:
- Arising from current year claims (10,736,280) 289,159 (10,447,121)
-Arising from prior year claims (761,287) 40,108 (721,179)
Increase in liabilities :
- Arising from current year claims 12,082,782 (388,562) 11,694,220
-Arising from prior year claims (416,508) 4,675 (411,834)
Total at end of year 3,095,862 (167,124) 2,928,738

Notified claims 2,053,824 (150,077) 1,903,747
Incurred but not reported 1,042,037 (17,047) 1,024,990
Total at end of year 3,095,861 (167,124) 2,928,737

(b)    Provisions for unearned premiums and unexpired risks for short term insurance contracts
The movements for the year are summarised below.

2020
Unearned premium provision Gross Reinsurance Net
At beginning of year 792,233 (59,373) 732,860
Increase in the period 208,365 (8,402) 199,963
Utilised in the period (130,544) 8,037 (122,507)
At end of year 870,053 (59,737) 810,316

2019
Unearned premium provision Gross Reinsurance Net
At beginning of year 748,064 (75,218) 672,846
Increase in the period 152,701 (5,205) 147,496
Utilised in the period (108,532) 21,051 (87,481)
At end of year 792,233 (59,372) 732,861
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17. Investment  contract liabilities

(a) Investment contracts (excluding unit link)
2020 2019

At beginning of year 102,368,729 104,235,165
Payments 19,461,921 25,436,537
Out payments (21,426,471) (31,059,840)
Fees (1,476,680) (1,109,648)
Market value effects 3,502,018 4,866,515
At end of year 102,429,517 102,368,729

(b) Investment contracts (unit link)
2020 2019

At beginning of year 381,533,010 322,622,104
Payments 47,448,587 55,976,335
Out payments (33,844,671) (33,685,581)
Fees (10,463,824) (10,096,791)
Market value effects 24,666,853 46,716,943
At end of year 409,339,955 381,533,010

The liabilities originated from unit-linked contracts are measured in reference to their respective underlying assets of
these contracts. Changes in the credit risk of the underlying assets impact the measurement of the unit-linked liabilities.

The benefits offered under the Company's unit-linked investment contracts are based on the return of selected equities
and debt securities. This investment mix is unique; it cannot be associated to an individual benchmark index with a
sufficiently high correlation with the asset selection operated by the Company of its linked funds. 

The maturity value of these financial liabilities is determined by the fair value of the linked assets at maturity date. There
will be no difference between the carrying amount and the maturity amount at maturity date.
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18. Accruals for other liabilities and charges

Accruals for 
intermediaries 

Accruals for 
unused annual 

leave

Accruals for 
employees 

bonuses Total
At end of year 2018 119,500 315,201 1,007,189 1,441,889
Change 2,116 72,638 188,950 263,704
At end of year 2019 121,615 387,838 1,196,139 1,705,592
Change 112,992 134,699 (76,480) 171,211
At end of year 2020 234,607 522,537 1,119,659 1,876,803

19. Net insurance premium revenue 

Gross written premiums:
2020 2019

Insurance contracts with Life insurance risk 20,483,370 23,030,093
Insurance contracts with other insurance risk 9,970,491 8,433,920
Changes in past due debtor impairment (Note 7) 7,278 3,006
Premium revenue arising from insurance contracts issued 30,461,139 31,467,019

Reinsurer's share:
Life insurance risk reinsurance contracts (1,302,847) (1,193,058)
Other insurance risk reinsurance contracts (534,354) (517,480)
Premium revenue ceded to reinsurers on insurance contracts issued (1,837,201) (1,710,538)

20. Fees and commissions income

Fee income:
2020 2019

Policy administration and asset management services 6,101,333 6,728,299
Total fee income 6,101,333 6,728,299

Reinsurance commission income and profit shares:
2020 2019

Reinsurance commission 3,765 4,749
Reinsurance profit share commission 333,475 372,472
Total income from reinsurance activities 337,240 377,221

Other income:
2020 2019

Income from distribution of Pillar II and III funds and unemployment cover 1,653,841 1,863,858
Other commission and allocations income 44,549 135,359
Total other income 1,698,390 1,999,217

Policy administration and asset management fees includes investment contract management and performance fees as
well as retrocessions  received from investments.
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21. Interest and dividend income

Financial Investments at fair value through profit or loss:
2020 2019

-  Interest income 1,530,997 2,026,133
-  Dividend income 317,640 466,846
Total interest and dividend income 1,848,637 2,492,979

22. Net fair value gains (losses) on financial assets and investment contracts

Fair value gains on financial assets - at fair value through profit or loss:
2020 2019

- Equity securities 3,066,870 12,773,999
- Debt securities 3,614,303 3,776,713
- Derivatives 323,597 -
Total net fair value gains (losses) on financial assets 7,004,770 16,550,712

Fair value gains on investment contract liabilities:
2020 2019

(4,734,944) (9,119,621)
Total net fair value gains (losses) on investment contracts (4,734,944) (9,119,621)

23. Insurance benefits and claims
2020 2019

Gross benefits and claims paid:
Insurance contracts with Life insurance risk (10,331,981) (9,980,535)
Insurance contracts with other insurance risk (2,016,761) (1,859,015)
Total benefits and claims paid (12,348,742) (11,839,550)

Claims ceded to reinsurers:
Insurance contracts with Life insurance risk 182,013 284,626
Insurance contracts with other insurance risk 99,534 28,343
Total claims ceded to reinsurers 281,547 312,969

Change in contract liabilities:
Gross change in contract liabilities: (5,634,857) (11,237,421)
Change in contract liabilities ceded to reinsurers (16,166) 83,227
Total change in contract liabilities: (5,651,023) (11,154,194)
Net benefits and claims (17,718,218) (22,680,775)

- investment contracts
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24. Other operating expenses

2020 2019
Employee benefit expense (Note 26) 9,206,009 8,094,541
Commission expenses (Note 25) 4,256,937 3,867,544
IT costs 2,308,479 2,322,987
Office supplies and maintenance 717,812 431,737
Investment management expenses 454,503 496,022
Advertising 367,625 332,927
Mandatory payments (Note 27) 331,813 265,381
Depreciation expense of Right-of-use assets (Note 10) 289,634 313,005
Transportation costs 192,666 307,883
Depreciation, amortisation and impairment charges (Notes 8 and 9) 100,908 93,747
Audit costs 82,710 74,121
Training expenses 61,375 126,211
Legal services 1,878 60,317
Disposals of fixed assets (Note 9) 972 474
Other marketing and administrative expenses 1,710,266 1,963,807
Total expenses 20,083,587 18,750,704

25. Commission expenses 

Expenses for the acquisition of insurance and investment contracts
2020 2019

Change in Deferred acquisition costs (Note 8) 117,498 96,687
Commissions to brokers 4,139,439 3,770,857
Total expenses for the acquisition of insurance and investment contracts 4,256,937 3,867,544

26. Employee benefit expense
2020 2019

Wages and salaries 7,403,832 6,381,720
Contributions to defined contribution plan 335,513 149,379
Bonuss costs 674,056 873,046
Vacation costs 792,608 690,396
Total employee benefit expense 9,206,009 8,094,541

Costs incurred for the acquisition of insurance contracts expensed in the year represents amortisation of deferred 
acquisition costs.

Altogether there were 254 employees employed with the Company at the end of the financial year (2019: 264). Division 
of the employees by head office and branches on 31 December 2020 was as follows: Latvia 100 employees (2019: 94), 
Lithuanian branch 92 (2019: 105) and Estonia 62 (2019: 65).
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27. Mandatory payments

Breakdown of mandatory payments expenses to Financial Services Authority by country:
2020 2019

- Estonia 51,214 90,121
- Latvia 229,217 78,923
- Lithuania 51,382 96,337
Total expenses for mandatory payments 331,813 265,381

28. Income tax
2020 2019

Current year income tax - (5,159)
Changes in deferred tax assets and liabilities (10,818) (3,618)
Total (10,818) (8,777)

29. Tax and social insurance payables
31.12.2020 31.12.2019

Personal income tax 282,885 259,217
Social insurance related payments 98,708 62,448
Value added tax 18,211 11,765
Total tax liabilities 399,804 333,430

Tax liabilities represents liabilities of taxes in three countries where company operates: Estonia, Latvia and Lithuania.

Deferred tax asset is calculated at current Lithuanian corporate income tax rate of 15 % that is applied to temporary
differences between the carrying amounts of assets and liabilities for financial reporting purposes compered carrying
amounts of assets and liabilities for tax purposes (Note 12).

Income tax expense is recognised in Lithuania. According to Lithuanian corporate income tax law 15% tax is applied to
taxable income (adjusted from profit loss result for current year).
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30. Related-party transactions

Income from related party transactions:
(a) Fee income

2020 2019
Other group companies 680,907 1,993,241
Total 680,907 1,993,241

(b) Income from distribution of Pillar II and III funds and unemployment cover
2020 2019

Other group companies 1,134,185 1,410,724
Total 1,134,185 1,410,724

(c) Other income
2020 2019

Other group companies 24,169 83,118
Total 24,169 83,118

Expenses from related party transactions:
(a) Commissions to brokers

2020 2019
Other group companies 3,719,493 3,385,244
Total 3,719,493 3,385,244

(b) IT costs
2020 2019

Other group companies 1,309,746 1,442,239
Parent - SEB Life and Pension 96,341 182,675
Total  1,406,087 1,624,914

(c) Other costs
2020 2019

Other group companies 1,693,871 2,105,743
Parent - SEB Life and Pension 24,583 25,896
Ultimate parent - SEB 72,101 30,275
Total  1,790,555 2,161,914

All shares of SEB Life and Pension Baltic SE is owned by SEB Life and Pension Holding AB, Sweden. The ultimate parent
company is Skandinaviska Enskilda Banken AB (publ).
The Company mainly had transactions with Skandinaviska Enskilda Banken AB (publ) subsidiaries in countries where
SEB Life and Pension Baltic SE operates.
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Year-end balances with related parties
(a) Assets

31.12.2020 31.12.2019
Other group companies 36,561,334 23,729,232

 - from which deposits 36,287,375 23,414,289
Parent - SEB Life and Pension 9,223 11,936
Ultimate parent - SEB 2,094,444 423,441

 - from which deposits 191,228 423,441
Total 38,665,001 24,164,609

(b) Liabilities
31.12.2020 31.12.2019

Other group companies 1,833,574 1,272,598
Parent - SEB Life and Pension - 107,068
Ultimate parent - SEB 2,776 -
Total 1,836,350 1,379,666

31. Events after the reporting date
There are no subsequent events since the last date of the reporting year, which would have a significant effect on the
financial position of the Company as at 31 December 2020.

The Company’s management believes that COVID-19 will not have material impact on the business operations after the
reporting date.

The Board salaries amount is 494,529 EUR (2019: 201,732 EUR). Members of the Board and the Council have not received
additional remuneration for the work done in SEB Life and Pension Baltic SE Council and Board. There are no issued
loans to the members of the Board or the Council at the end of the reporting year (2019: nil). 
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