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Introduction 
This report has been prepared in accordance with Commission Delegated Regulation (EU) 
2015/35 and EIOPA Guidelines for Reporting and Publication. 

The report describes the activities carried out in SEB Life and Pension Holding AB (“the 
Company”) and its subsidiaries that carry out insurance activities. The term “Insurance Group” is 
used for this group (unless otherwise stated).  

There are some differences between the group concept of the solvency reporting and the group 
concept of the financial reporting according to the Annual Accounts Act's Group Concept. 

Gamla Livförsäkringsaktiebolaget SEB Trygg Liv (publ) (“Gamla Liv”) that is a subsidiary of SEB 
Life and Pension Holding AB operates in accordance with mutual principles. Gamla Liv does not 
pay dividends and the Company has no determinative influence on the design of Gamla Liv’s 
financial and operational business. Gamla Liv is therefore not consolidated in the SEB Life and 
Pension Holding Group or in the SEB Group in the financial statements.  

The solvency reporting includes Gamla Liv and its subsidiaries with the deduction and 
aggregation method in the calculation of the Group-based Capital requirement and Own Funds. 
Other subsidiaries are included in the Group with the full consolidation method. The analysis of 
the Insurance Group’s risk profile and solvency position is performed excluding Gamla Liv. Gamla 
Liv’s Own Funds and Solvency Capital Requirement under Solvency II rules are significant in 
relation to the Group’s Own Funds and Capital Requirements. Gamla Liv is included only as 
shares in subsidiaries in the Insurance Group’s solvency balance sheet. 

In accordance with transitional rules, older solvency rules of the Insurance Business Act 
(Solvency I) are applied to the occupational pension activities in Sweden for the two Swedish 
subsidiaries. The transitional rules are expected to be in place until and including 2022. 

The Board of Directors of the Company has adopted this report on May 28, 2019. The Board has 
participated in the preparation of the report. 
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Summary 
This report contains information about the Insurance Group’s Business and Performance, its 
Corporate Governance, Risk Profile, Own Funds and Solvency Capital Requirements for the 
reporting period 1 January to 31 December 2018. The report on Solvency and financial 
condition is also prepared separately for each subsidiary of the Insurance Group. 

Business and performance 

The Insurance Group carries out life insurance and unit-linked insurance business mainly in the 
Nordic and the Baltic countries.  

On January 1, 2018 the new IFRS 15 regulations came into force which resulted in a reduction 
of deferred acquisition costs (DAC) by SEK 2 billion in the financial reporting. However, the 
solvency reporting only includes DAC for the occupational pension and the negative effect on the 
Own Funds of the Insurance Group was SEK 1.4 billion. 

In February 2018 it was decided to simplify the legal structure of the companies in Estonia, 
Latvia and Lithuania which is expected to take place in 2019. 

On June 7, 2018, all shares in the Danish subsidiaries SEB Pensionsforsikring A/S (“SEB Pension 
Denmark”) and SEB Administration A/S were sold. The buyer was Danica Pension 
Livsforsikringsaktieselskab which is a subsidiary of Danske Bank. The transaction resulted in a 
divestment gain in the Insurance Group amounting to SEK 3,548 million. 

The Irish subsidiary announced in September 2018 that it will no longer write new insurance 
outside the Nordic and Baltics. However, the company will continue to provide full service to 
existing policyholders in the other markets. 

Total assets under management including Gamla Liv were SEK 466 (613) billion at 31 
December 2018 and the gross premium income amounted to SEK 29 (36) billion in 2018.  

Operating profit for the Insurance Group according to the financial reporting was SEK 5,408 
(2,421) million. The increase is due to the profit from the divestment of the Danish subsidiaries. 
Adjusted for the divestment gain, profit decreased by SEK 561million which is mainly explained 
by a reduced contribution from the divested companies (SEK -541 million). 

System of governance 

In the Company's capacity as an insurance holding company, the Board has adopted an 
instruction on the Insurance Group's system of governance. Through the instruction, the 
Company controls the elements that the system of governance should contain in the subsidiaries 
within the Insurance Group. 

At the group level, there are three key functions: the Compliance function, the Internal Audit 
function and the Risk Management function. At the group level, the key functions primarily have 
a coordinating and supportive role regarding the key functions in the respective subsidiaries 
within the Insurance Group. 
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Risk profile 

The Insurance Group’s business activities give rise to market-, counterparty-, underwriting- and 
operational risks. The two greatest risks expressed as Solvency Capital Requirement are life 
underwriting risk and market risk. During the autumn, a so-called Own Risk and Solvency 
Assessment (“ORSA”) was carried out showing that there is a good balance between business 
strategy, risk profile and solvency position. 

No material changes in Insurance Group’s Risk profile have been made during the reporting 
period. 

Valuation for solvency purposes 

The consolidated balance sheet has been prepared in accordance with IASB International 
Financial Reporting Standards (IFRS) of the European Commission. In the solvency balance 
sheet, assets and liabilities have been revalued in cases where Solvency II prescribes other 
valuation rules than IFRS.  

The Insurance group's solvency balance sheet has been affected by the divestment of SEB 
Pension Denmark. The value of investment assets decreased significantly, as well as technical 
provisions compared to 2017. 

No material changes in assumptions in the calculation of assets, technical provisions and other 
liabilities of the Insurance Group have been made during the reporting period. 

Capital Management 

The Insurance Group’s total Own Funds including Gamla Liv amounted to SEK 42,013 (50,805) 
million at the end of the reporting period.  

The Solvency Capital Requirement (SCR) amounted to SEK 36,224 (43,234) million, giving a 
quota of 1.16 (1.18). The Insurance Group’s Solvency Capital Requirement decreased by SEK 
7,010 million or 16 percent during the reporting period. The decrease in SCR is attributable to 
decreased solvency capital requirements for the equity risk and that SEB Pension Denmark was 
sold during the year. 

Significant changes after the reporting period 

The responsible person for the Compliance function at group level has been replaced. 
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A Business and performance 

A.1 Business 

Overview according to the financial statements, SEK million 

 2018 2017 

Assets under Management (AuM), the Holding Group 291,439 435,771 

Assets under Management (AuM) Gamla Liv 174,961 177,212 

Premiums gross, the Holding Group 1) 29,287 36,328 

Operating profit, the Holding Group 2) 5,408 2,421 

1) In 2018, SEB Pension Denmark is included only during the first quarter in the Insurance Group’s QRT reporting 
2) In 2018, SEB Pension Denmark is included until the divestment 

SEB Life and Pension Holding AB (“the Company”) with registration number 556201-7904 is a 
Swedish insurance holding company with the task of streamlining capital supply and co-
ordinating life insurance operations within the SEB Group. The Company’s business mainly 
consists of the management of shares in subsidiaries. The Company is registered in Sweden and 
based in Stockholm. The Company’s address is 106 40 Stockholm. 

The Company is a wholly owned subsidiary of Skandinaviska Enskilda Banken AB (publ) (“SEB”), 
company number 502032-9081, Stockholm.  

The Company has subsidiaries that operate life insurance and unit-linked insurance operations in 
Estonia, Ireland, Latvia, Lithuania and Sweden (Appendix 1, Form S.32.01). Together with the 
subsidiaries, the Company constitutes the SEB Life and Pension Holding Group and is 
consolidated in SEB’s consolidated accounts. 

The Company’s internal organisation is established in an instruction adopted by the Board. In 
addition to the Board and the Managing Director, the Company’s organisation consists of a 
management team.  

Supervisory Authority and external auditors 

The Insurance Group’s Supervisory Authority is Finansinspektionen, Box 7821, 103 97 
Stockholm, e-mail: finansinspektionen@fi.se. Telephone +46 (0)8 408 980 00 

The subsidiaries are supervised by the local supervisory authority of the respective country. 

The Company’s external auditors are PricewaterhouseCoopers AB (“PwC”), 113 97 Stockholm. 
The auditor appointed is Eva Fällén. 

Description of the subsidiaries 

Gamla Livförsäkringsaktiebolaget SEB Trygg Liv (publ) (“Gamla Liv”) operates traditional life 
insurance business. Gamla Liv has been closed for new subscriptions since 1997 and operates in 
accordance with mutual principals and with policyholders, through the Trygg-Stiftelsen, as an 
indirect decision-making party on issues essential to the business. Given that Gamla Liv does not 
pay dividends and that the Company has no controlling influence on the design of Gamla Liv’s 
financial and operational activities, Gamla Liv is not consolidated in the Holding group or in the 
SEB Group in the financial statements. Solvency reporting includes Gamla Liv in the Insurance 
Group’s own funds and Solvency Capital Requirement under deduction and aggregation method.  
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SEB Pension and Försäkring AB (“Pension & Försäkring”) operates both unit-linked insurance and 
traditional life insurance business. Pension & Försäkring also operates insurance administration 
for Gamla Liv. Pension & Försäkring owns 25 percent of FörsäkringsGirot Sverige AB.  

SEB Life International Assurance Company DAC (“Life International”) operates unit-linked 
insurance and is a life insurance company regulated and licensed in Ireland. The subsidiary 
Eskimo (ABC) Holdings Limited (“Life Eskimo”) is dormant and runs no business. 

The three Baltic subsidiaries AS SEB Elu-ja Pensionikindlustus (“SEB Life, Estonia”), AAS SEB 
Dzīvības apdrošināšana (“SEB Life, Latvia”), and AB SEB gyvybės draudimas (“SEB Life, 
Lithuania”) operate unit-linked insurance as well as traditional life insurance which are profit 
sharing.  

The Company has a branch SEB Life and Pension Holding AB Riga Branch (“Riga Branch”) in 
Latvia tasked with co-ordinating activities in the Baltic countries. 

 

Intra-group transactions 

Pension & Försäkring and Gamla Liv have an agreement, which means that Pension & Försäkring 
is mandated to carry out Gamla Liv’s insurance administration. The compensation amounted to 
SEK 120 (120) million during the reporting period.  

For further information about outsourcing within the Insurance Group, refers to Chapter B.7.  

The Company’s  subordinated loan to SEB Pension Denmark was fully repaid by SEK 1,319 
million in connection with the divestment of the company in June 2018. The receivable amount 
was SEK 1,265 million at 31 December 2017. SEB Pension Denmark also paid a dividend of SEK 
1,901 (1,342) million. 

During the reporting period the subsidiaries Pension & Försäkring and Life International also paid 
dividend amounting to SEK 1,000 (1,000) and SEK 154 (264) million respectively to the 
Company. Furthermore, during the year Pension & Försäkring submitted a group contribution of 
SEK 236 (264) million to the Company. At the end of the year, the Company reported a 
corresponding receivable because the amount is settled the following year. 
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Business segments and geographical areas  

The Insurance Group provides savings and risk insurance for companies, individuals and 
institutions in the Nordic and Baltic countries. 

For the purposes of solvency, the Insurance Group’s insurance obligations are divided into the 
following business segments: 

• Insurance with profit participation 
• Unit-linked and index-linked insurance 
• Other life insurance 
• Health insurance  
• Medical expense insurance for non-life insurance  
• Income protection insurance for non-life insurance  

 

SEB Pension & Försäkring (Sweden)  
SEB Pension & Försäkring offers insurance solutions on the Swedish market within risk and unit-
linked insurance and traditional life insurance. The insurance offer includes capital insurance, 
custody insurance, private pension insurance, occupational pension insurance, health insurance, 
group life insurance and health insurance. With a new range of traditional life insurance in 
Sweden, a wide range of products is offered.  

Gamla Liv (Sweden) 
Gamla Liv operates traditional life insurance business and is closed for new subscription. The 
business essentially consists of two branches, defined-contribution traditional occupational 
pension insurance and individual traditional insurance. All policyholders are residents in Sweden. 

SEB Life International (Ireland)  
SEB Life International announced in September 2018 that it would concentrate on SEB's main 
markets and no longer write new insurance outside the Nordic region. The company will continue 
to accept Nordic customers who can reside in different EU markets but will no longer accept new 
insurance from non-Nordic customers. However, the company will continue to provide full 
service to existing policyholders in non-Nordic markets. The company conducts most of its 
operations in Ireland, but also has branches in Luxembourg and Finland. Previously, there was 
also a branch in the UK, but it was closed by the end of 2018. 

SEB Life International primarily offers life insurance products with a single premium whereby 
customers have the flexibility to manage their own investment portfolio of shares, funds and 
other financial instruments. From a Solvency II perspective, all products are classified as “Unit-
linked Insurance and Index Insurance”. 

SEB Life Estonia 
SEB Life Estonia offers insurance solutions on the Estonian market in risk insurance, unit-linked 
insurance and life insurance with guarantees. The customers are mainly private individuals. 
Offered products include products for loan protection, term life, pension’s products and 
annuities.  

SEB Life Latvia 
SEB Life Latvia offers insurance solutions on the Latvian market in risk insurance, life insurance 
with guarantees and unit-linked insurance. Offered products include guaranteed and fund-linked 
capital insurance, life and accident insurance for private and corporate customers and loan 
protection and annuity product for private customers.  Sales focus is on unit-linked insurance and 
risk insurance. 
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SEB Life Lithuania 
SEB Life Lithuania offers insurance solutions on the Lithuanian market in risk and unit-linked 
insurance as well as traditional life insurance.  Customers include private individuals, companies 
and organisations. The products include unit-linked insurance, annuity insurance, risk protection 
products, loan protection products and life insurance products.  Sales focus is on unit-linked 
insurance and risk insurance.  

Significant events during the reporting period 

At the beginning of the year, a decision was made to consolidate the life insurance operations in 
the three Baltic companies in the Latvian company with branches in Estonia and Lithuania. 
Through coordinated governance and operations, new services will be offered to customers in a 
more efficient manner. It was also decided to close-down the Company's branch in Riga. The 
change is expected to be completed during the second half of 2019. 

On June 7, the Danish subsidiaries, SEB Administration A/S and SEB Pensionsforsikring A/S, were 
sold to Danica Pension in Denmark. The sales price amounted to SEK 6,878 million. In connection 
with the sale, the Danish companies paid a dividend of SEK 2,116 million. Furthermore, a 
subordinated loan of SEK 1,319 million was repaid. The consolidated divestment gain amounted 
to SEK 3,548 million. 

 

A.2 Underwriting performance 
Table A.2.1. 

SEK million  31 Dec 2018 31 Dec 2017 Change % 

Income investments contracts  3,371 3,453 -2 

Income insurance contracts 966 1,600 -40 

Gains from the sale of subsidiaries 3,548 - - 

Other Income 115 172 -33 

Total income, gross 7,999 5,225 +53 

Distribution expenses including deferred acquisition costs -962 –964 -0 

Operating expenses  -1,629 –1,840 -11 

Operating profit  5,408 2,421 +123 

During 2018, SEB Pension Denmark is included until May 

In the Insurance group's financial reporting, the impairment of deferred acquisition costs in 
accordance with IFRS 15 has been reported directly over equity 2017.  

The Insurance group's operating profit according to financial reporting increased from the 
previous year as a result of a profit on the sale of the Danish subsidiaries. Adjusted for the 
divestment profit, profit decreased by SEK 561 million, which is mainly explained by a reduced 
contribution from the divested companies (SEK -541 million). 
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Tables A.2.2 and A.2.3 shows the Insurance Group’s premiums per country and per line of 
business. 

Table A.2.2 Premiums gross per country 

SEK million 2018 2017 

Sweden 21,353 19,953 

Denmark 4,085 12,211 

Italy  1,076 882 

Finland 913 1,375 

Lithuania 455 406 

Latvia 388 397 

France 350 384 

Estonia 253 224 

Other countries 415 496 

Total 29,287 36,328 

 

Table A.2.3 Premiums and expenses per business area 

2018 Life insurance Accident insurance  

SEK million Health 
insurance 

Insurance 
with bonus 

entitlement 

Unit-
linked 

insurance 

Other life 
insurance 

Health 
insurance 

Income 
protection 
insurance 

Total 

Premiums 443 4,741 23,524 272 270 36 29,287 

Expenses *) -230 -2 558 -27,725 -85 -258 -17 -30,871 

 

2017 Life insurance Accident insurance  

SEK million Health 
insurance 

Insurance 
with bonus 

entitlement 

Unit-
linked 

insurance 

Other life 
insurance 

Health 
insurance 

Income 
protection 
insurance 

Total 

Premiums 655 7,256 27,846 250 289 31 36,328 

Expenses *) -557 -5,948 -28,762 -250 -259 -12 -35,789 

 

*) Expenses include operating expenses and claims incurred  

The decrease in premiums and expenses compared with the previous year is due to that SEB 
Pension Denmark is included in the Insurance Group only during the first quarter 2018. 
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A.3 Investment performance 
The Insurance Group’s total assets under management (including unit-linked insurance capital) 
amounted to SEK 291 (436) billion as of 31 December 2018, a decrease of 33 percent 
compared with the same period last year. Adjusted for the divested operations in Denmark 
during the year (which included SEK 133 billion in 2017), the decrease was SEK 12 billion or 4 
percent. The downturn took place during the last quarter when the world's stock exchanges fell 
sharply. 

The Insurance Group’s total investment performance is shown per asset class in Table A.3.1. The 
largest negative return is attributable to fund units that are included in the unit-linked insurance 
portfolio, which is explained by the fact that the world's stock markets fell sharply in the last 
quarter. 

The Insurance Group has no gains or losses recognised directly against equity.   

The Company doesn’t invest directly in Investments in securitization. 

Table A.3.1 Investment performance 

 
A.4 Performance of other activities 
Other major income and expenses during the reporting period mainly relate to insurance 
administrative services between Pension & Försäkring and Gamla Liv. For the reporting period, 
the compensation was SEK 120 (120) million.  

All leases within the Insurance Group refer to operational leasing. All subsidiaries have leases for 
their offices in each country. In addition, there are lower value leases such as garage spaces, 
telephones, computers and other office equipment. 

Asset class, SEK million 2018 2017 

Equities -829 1,886 

Fund units -11,152  5,494 

Properties 380  131 

Corporate bonds -978 573 

Cash and deposits 231 -22 

Mortgage bonds 22 94 

Government bonds 6 39 

Structured securities 29 204 

Secured securities - 11 -6 

Derivatives -1,664 6,741 

Total - 13,966 15,134 
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A.5 Any other information 
During the year, a new portfolio system "Simcorp Dimension" was implemented within Gamla 
Liv. Other subsidiaries within Insurance group implemented the same system during 2017. This 
new system contributes to a more efficient Solvency II reporting process. 
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B System of governance 

 B.1 General Information on the system of governance 

The Company’s administrative and management structures 

The Company’s highest decision-making body is the shareholders’ meeting with a number of 
formal tasks, as regulated in law and articles of association, such as the election of the auditor. 

The Company’s management bodies consist of its board of directors and Managing Director. The 
Board has decided on the Company’s organisation by an Instruction regarding the Company’s 
organization and activities.  

The Board is responsible for the Company’s organisation and the management of the Company’s 
affairs. The Board consists of three members. The Board has appointed a Managing Director to 
handle the daily running of the Company. In order to clarify the Managing Director’s duties in 
relation to the Board, the Board has adopted an Instruction regarding the Managing Director 
which indicates the duties of the Managing Director. 

In the Company’s capacity as an insurance holding company, the Board has adopted an 
instruction on the Insurance Group’s system of governance. Through this instruction, the 
Company manages the elements of the system of governance that should be present at all 
subsidiaries within the Insurance Group. The Company’s Board has furthermore adopted 
instructions on, for example, key functions, risk and internal control which are to be implemented 
throughout the Insurance Group through decisions in the administrative, management or 
supervisory bodies of each Insurance company. 

The Company monitors the business of the Insurance Group through ongoing reporting from the 
subsidiaries to the Board and the Managing Director. 

Key functions 

The Company has three key functions: the Compliance function, the Internal Audit function and 
the Risk Management function (within the Company called the Risk function). The activities of 
the key functions are governed by specific instructions adopted by the Board. Through the Board 
instructions, the Board has provided the key functions with the necessary powers and 
operational independence to fulfil their commitments.  

The Company’s Compliance function primarily has a co-ordinating and supporting role regarding 
the compliance functions that exist in the respective subsidiaries of the Insurance Group. The 
Company’s Compliance function also monitors the development of various external regulations. 
The Compliance function reports to the Board and the Managing Director.  

The Company’s Internal Audit function primarily has a co-ordinating and supporting role 
regarding the internal audit functions that exist in the respective subsidiaries of the Insurance 
Group. The function shall also assist the Company’s Board with investigations deemed to require 
internal audit expertise. The scope of such investigations is determined by the function taking 
into account available resources and the impact on audit activities in other areas. The internal 
audit function reports to the Board. 

The Company’s Risk function primarily has a co-ordinating and supporting role regarding the risk 
functions that exist in each of the subsidiaries of the Insurance Group. The function is 
furthermore responsible for developing a group-wide risk management structure and monitoring 
its implementation within the Insurance Group. The Risk function reports to the Board. 
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Material changes in the system of governance  

During the reporting period, the person responsible for the Risk function has been replaced due 
to new employment. The chair of the board of the Company has also been replaced because the 
former chair left the SEB Group. 

Company principles and practice regarding remuneration 

The Company’s board of directors has adopted an instruction regarding remuneration that 
applies to all employees. The Instruction shall be implemented within the entire Insurance Group 
through decisions in the respective insurance company’s administrative, management or 
supervisory body. The Instruction aims to attract and retain talents and strengthen a culture that 
rewards results and behaviours’ that ensure sound risk management and sustainable long-term 
value creation in line with the interests of customers and shareholders. The basis for the 
remuneration structure rests on three main components: fixed remuneration, profit share 
programme and pension and other benefits. The executive management and certain other senior 
executives and key personnel may also be covered by the SEB Group’s long-term share-based 
programmes. The goal is for the Company’s staff to have an appropriate balance between fixed 
and variable remuneration. 

Within the SEB Group, Group-wide equity-based programmes are used. The programmes are 
described in SEB’s Annual Report, note 8 d. The Annual Report is available on the web: 
https://sebgroup.com/investor-relations/reports-and-presentations/financial-
reports/2018/annual-report-2018 

Employees within the SEB Group do not receive additional remuneration for their board 
assignments. In 2018, the board member of the Company who is not employed within the SEB 
Group was granted a fee for his assignment as a member. Board members who are employees of 
the SEB Group and persons responsible for kay functions can, as key persons, be offered 
premium-based supplementary pensions and, like other employees within the Group, may also 
have the option of going into early retirement from the age of 62 according to the applicable 
collective agreements in the financial industry. 

The company’s Managing Director is employed by the subsidiary Pension & Försäkring, which 
pays the Managing Director’s salary. The Company bears a share of the costs incurred. See the 
Annual Report for Pension & Försäkring, note 49, for more details. The annual report is available 
on the web: https://sebgroup.com/sv/om-seb/vilka-vi-ar/organisation/vara-
divisioner/livforsakringsverksamheten/arsredovisningar-och-rapporter-om-solvens-och-
finansiell-stallning  

B.2 Fit and proper requirements 

Special requirements for competence, knowledge and expertise 

The Company’s Board has adopted an Instruction regarding the fit and proper assessment. The 
instruction contains requirements for both fitness and probity and sets out the Company’s 
process for the fit and proper assessment. The Instruction is to be implemented throughout the 
Insurance Group by decisions made by the management, supervisory or supervisory bodies of 
each subsidiary. 

According to the instruction, everyone in the Company must have appropriate qualifications, 
experience and knowledge based on their duties. In terms of Board members and the Managing 
Director, it also states that they should have appropriate qualifications, experience and 
knowledge from the insurance sector, other financial sectors or other industries. In addition, the 
Managing Director must have relevant accounting knowledge and relevant leadership skills. 

https://sebgroup.com/investor-relations/reports-and-presentations/financial-reports/2018/annual-report-2018
https://sebgroup.com/investor-relations/reports-and-presentations/financial-reports/2018/annual-report-2018
https://sebgroup.com/sv/om-seb/vilka-vi-ar/organisation/vara-divisioner/livforsakringsverksamheten/arsredovisningar-och-rapporter-om-solvens-och-finansiell-stallning
https://sebgroup.com/sv/om-seb/vilka-vi-ar/organisation/vara-divisioner/livforsakringsverksamheten/arsredovisningar-och-rapporter-om-solvens-och-finansiell-stallning
https://sebgroup.com/sv/om-seb/vilka-vi-ar/organisation/vara-divisioner/livforsakringsverksamheten/arsredovisningar-och-rapporter-om-solvens-och-finansiell-stallning
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In terms of probity, it follows from the instruction that everyone in the Company should have a 
good reputation. When assessing whether a person meets the requirements for a good 
reputation, consideration should be given to the person’s integrity and financial circumstances 
based on relevant information about the person’s personality, personal conduct and reputation, 
as well as possible criminal, financial and supervisory aspects. The assessment also takes into 
account potential conflicts of interest and the role of the person within the Company. 

The process of a fit and proper assessment for persons in key positions 

Prior to an employment with the Company, the Company applies a SEB group-wide regulatory 
framework for screening. The basic screening, which applies to everyone, includes identity 
checks, checks on grade sheets and certificate of education, references, credit information, 
extracts from the register on criminal acts and random drug tests. An extended screening, which 
applies to Managing Directors and other persons in key positions means that the background of 
the person is checked for a number of years in the past and checks are made of court disputes 
and the person’s media exposure.  

An employee’s qualifications and reputation will then be assessed by the immediate manager at 
annual employee interviews. 

B.3 Risk management system including the own risk and 
solvency assessment 
 The Insurance Group’s business activities give rise to underwriting risk, financial risks, 
operational risks and business risks. Image B.3.1 shows the components that form the risk 
management system of the Group and each subsidiary. 

Image B.3.1 Risk management system 

 

 

 

Governance model for Risk Management  

The Company’s Board and CEO annually establish the guidelines that apply to risk management, 
risk reporting, internal control and follow-up within the Insurance Group. This is done by adopting 
an instruction regarding risk, an instruction regarding capital and own risk and solvency 
assessment as well as an instruction on internal control. These instructions are then adopted by 
the Board of each subsidiary with some local adjustment. 

In addition, each subsidiary has more specific instructions and guidelines which define the risk 
management for each risk category in more detail. Examples of this are investment guidelines 
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that govern the management of financial risks and insurance guidelines that govern the 
management of underwriting risks. 

The Company’s risk function primarily has a co-ordinating and supporting role regarding the risk 
functions that exist in each of the subsidiaries of the Insurance Group. The function is further 
responsible for following up and monitoring the implementation of the group-wide risk 
management structure and reporting any material deviations to the Company’s Board.  

In addition, monitoring of the Insurance Group’s internal control and compliance is done through 
the work performed by the Company’s independent control functions Compliance and Internal 
Audit.  

Risk tolerance and solvency need 

The Company’s Board annually establishes the Insurance Group’s tolerance of risk by adopting a 
so-called “Risk tolerance statement”. 

The overall tolerance of risk is defined by a solvency tolerance level which is set to avoid a 
situation where the ratio of Own Funds to its statutory Solvency Capital Requirement is at a level 
that adversely affects the Insurance Group’s ability to achieve its business goals in the short and 
long term. In addition to a minimum tolerance level for the solvency ratio, the Board has also 
defined an internal target for the solvency ratio aimed at ensuring that there is enough time to 
implement appropriate measures in an orderly manner if a negative scenario develops which has 
not been anticipated in the business plan nor taken into account in the financial plan. 

Within each subsidiary there are also defined risk measures per risk category, which are 
monitored continuously in order to ensure that the business is conducted within the framework 
of established risk tolerance. Examples are the maximum accepted loss on stress testing of 
current assets and liabilities (market risk), difference in modified duration between assets and 
liabilities (market risk), technical risk result in relation to premiums (underwriting risk), and 
operational losses (operational risk). 

The derivation of the tolerance level and the desired solvency level is an activity that is part of 
the ORSA process which takes the following perspectives into account:  

• The insurance group’s risk profile and sensitivity to changes in the world at large 
• The effectiveness of available measures that can be used to strengthen the solvency position 
• Long-term financial stability 
• Potential deficiencies in the models used for forward-looking assessments and data quality 

regarding inputs used in these models  

Furthermore, the tolerance of risk per risk category is defined in qualitative terms and, at 
subsidiary level, through quantitative limits. 

The Company’s risk function continuously monitors that business is conducted within defined 
levels of tolerance risk and it reports any deviations to the Board and the CEO. 

Risk management principles  

The following risk management principles are common to the subsidiaries within the Insurance 
Group. 

Underwriting risks are managed through risk assessments, underwriting limits and by using 
prudent assumptions in premiums and in calculating technical provisions as well as through 
reinsurance.  
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The management of the financial risks is determined by investment guidelines in each subsidiary, 
which are adopted by the Board. Investment guidelines indicate the companies’ financial risk 
profile, strategic asset allocation, risk budgets and financial risk management organisation. 
Furthermore, the financial risks are monitored through simulations of historical financial crises 
and analyses of historical portfolio variances. A considerable part of the Insurance Group’s 
business is unit-linked insurance where the companies do not carry a direct financial risk because 
the policyholder is responsible for the investment risk. However, revenues from unit-linked 
insurance mainly consist of fees based on the value of fund units and are therefore affected by 
the value development of the funds. 

Operational risks are managed primarily through a clearly distributed responsibility for 
processes, internal controls and well-functioning system support. There are also procedures for 
crisis management, business continuity planning, incident reporting and quality routines for the 
introduction of new products and processes. Furthermore, the subsidiaries carry out ongoing 
exercises aimed at identifying significant operational risks in different parts of the business. In 
cases where risk management is not considered sufficient, necessary improvement measures 
are identified. 

Business risks, including strategic risks, are handled in the context of business planning and in the 
ongoing follow-up of operations. Business planning is based on, among other things, competitor 
and world surveillance, analyses of developments in the insurance market and analysis of 
proposed changes in legislation and regulations and how these can affect the business model. 

Further information about the Insurance Group’s risk management, risk exposure and sensitivity 
to risks are set out in section C. Risk profile. 

Reporting of risk 

The aggregate risk position of the Insurance Group is reported by the risk function to the 
Company’s Managing Director and Board at all board meetings. The risk report contains an 
overall analysis against the established risk tolerance, as well as sections per risk category 
describing risk exposure more in detail. 

In addition, the risk function is responsible for escalation and reporting to the Company’s CEO 
and Board if business is conducted outside the defined risk tolerance. 

Own Risk and Solvency Assessment (ORSA) 

Within the framework of the ORSA process, the business plan is analysed from a risk and 
solvency perspective. The overall objective is to evaluate whether identified risks and capital 
requirements are acceptable and manageable or whether the strategy should be reviewed to 
balance the risk profile in relation to the ability to manage risks and the financial position of the 
Insurance Group.  

The ORSA process is carried out annually, but if there are significant changes in the Insurance 
Group’s risk profile, the Company will evaluate whether there is a need to initiate a non-regular 
ORSA. Examples of events that could potentially involve a significant change in the risk profile 
are major adjustments to the business model or strategy such as launch of new products, 
material changes in the current investment strategy, dividend policy or similar. 

The instruction regarding capital and the own risk and solvency assessment, adopted by the 
Board, stipulates that the Insurance Group’s capitalisation should be risk-based and forward-
looking. The ORSA process is designed to fulfil this purpose and is structured around the 
following activities: 

1) Establish the business strategy and identify significant risks 
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2) Evaluation of the suitability of the standard formula 

3) Prognosis of the financial position based on the business plan 

4) Define stress scenarios 

5) Prognosis of the financial position based on stress scenarios  

6) Analyse the result of stress scenarios  

7) Evaluation of solvency requirement 

8) Review and approval of the ORSA report  

9) Communicate ORSA results to interested parties 

B.4 Internal control system 
 

Description of internal control system  

All subsidiaries in the Insurance Group have implemented customised internal control systems in 
order to achieve business efficiency, to ensure reliability in internal and external reporting and to 
support compliance with external regulations and internal guidelines. 

The internal control system of each subsidiary is structured around the following five 
components, which are further explained below: Control Environment, Risk Assessment, Control 
Activities, Information and Communication as well as Monitoring. 

Control Environment 
The control environment is defined by the corporate culture of the Insurance Group and each 
subsidiary and the overall attitude communicated by senior executives regarding the internal 
control system and its importance. 

Examples of important components that contribute to a good control environment are clear 
division of responsibilities and continuous skill development for employees. 

Risk Assessment 
Each subsidiary continuously conducts various risk assessment activities in order to identify risks 
that need to be managed within the internal control framework. Examples of risk assessment 
activities are regular review of significant processes, the New Product Approval Process and 
analysis and follow-up of operational incidents.  

Control Activities 
Each subsidiary has defined control activities in order to create a structure that effectively 
addresses identified risks. The control structure includes both manual and automated controls 
and is documented in control catalogues per unit or in some similar way. 

Information and communication 
The Information and Communication component supports the other components within the 
framework and includes, for example: 

• Compulsory education about internal instructions  
• Discussions at group and unit levels about the respective control directories  
• Various workshops on operational risks/internal controls facilitated by the risk function  
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All subsidiaries also have procedures for escalation such as whistle blower functionality. 

Monitoring of control effectiveness within each subsidiary 
In order to ensure that the internal control system is effective over time, each subsidiary has 
implemented suitable monitoring activities linked to defined control responsibilities. 

• Regular follow-up of key risk indicators such as outstanding reconciliation differences, etc. 
• Self-assessment of control effectiveness initiated by the risk function  
• Random sampling performed by compliance 
• Random sampling performed by internal audit  
• Random sampling performed by external audit  

The result of the monitoring activities, i.e. if the internal control system is effective or if 
improvements are necessary, will be presented to management and the Board as part of the 
regular risk reporting as well as in the form of compliance and audit reports. 

Monitoring of control effectiveness from the perspective of the Group 
 
The Company’s key functions (Risk Function, the Compliance Function and Internal Audit) all 
take note of the reporting from the key function of each subsidiary including results from 
monitoring the effectiveness of internal control systems. This information is then consolidated in 
reports on the Insurance Group which are presented to the Company’s management and Board. 

The Compliance Function 
 
The Company and its subsidiaries have a separate compliance function (the Compliance 
Function) whose role and responsibility are stated in special instructions adopted by the Board in 
each company.  

The Compliance Function’s responsibility covers mainly the following regulatory areas: 

• Business regulation and Permit issues  
• Consumer Protection 
• Market Conduct 
• Prevention of money laundering and terrorist financing 

The main tasks of the Compliance Function are:  

• Managing compliance risks 
• Monitoring 
• Investigate incidents 
• Provide advice on compliance issues and application of rules 
• Develop internal rules on compliance 
• Educate and inform 
• Relationship with authorities 

The Compliance Function is independent in relation to the Company’s business and reports to the 
Managing Director and the Board. The Compliance Function shall be provided with full access to 
materials, staff and property relevant to the performance of the function’s duties and all 
employees are required to co-operate fully with the Compliance Function. Any limitation of this 
right shall be reported to the Board and the Managing Director. 

The Compliance Function annually establishes a written compliance plan to be approved by the 
Board. The plan describes activities for the coming year.  In addition, the Compliance Function 
must provide a written report annually summarising the compliance work carried out during the 
past year and the outcome of the work.  
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The Compliance Function attends board meetings and management team meetings when dealing 
with compliance issues.  

The Compliance Function co-ordinates its activities with the internal audit function and risk 
management function to ensure an appropriate distribution of activities and minimise 
duplication. 

The subsidiaries in the Baltics have outsourced the Compliance Function to SEB and this is 
performed by SEB’s Compliance Function in each country. 

B.5 Internal audit function 
The Company’s Internal audit function is provided by Pension & Försäkring. The Internal audit 
function is independent in relation to the business activities. The function maintains its 
independence and its objectivity from the business it reviews by not participating in the 
Company’s operational activities and by adhering to the Board’s instruction on the function and 
The Institute of Internal Auditor’s Standard according to the International Professional Practices 
Framework. The Internal Audit Function further decides independently of its audit activities. 

B.6 Actuarial function 
The Company has no actuarial function. Actuarial competence and coordination are, however, 
provided by Pension & Försäkring. Within the Insurance Group there are instead actuarial 
functions within each subsidiary. 

B.7 Outsourcing 
The Board has adopted an instruction on outsourcing which will be implemented by the 
subsidiaries in the Insurance Group. The instruction specifies the conditions under which such 
arrangements may be made and how the process of outsourcing the business is to be carried out. 
The instruction states that critical or important operational functions should not be outsourced if 
it leads to: 

• a significant deterioration of the quality of the system of governance, 
• a significant increase in the operational risk, 
• a deterioration of the supervisory authorities’ ability to exercise supervision, or 
• inability to maintain the ability to provide customers with satisfactory and continuous service. 

The instruction further specifies what is to be governed by the agreement to be concluded 
between the client and the service provider. In summary, the requirements mean that the roles 
and responsibilities of the client or service provider are specified, that the client should be 
entitled to information about the performance of the services, that the service provider must co-
operate with the supervisory authority and allow the supervisory authority access to the 
supplier’s premises, that the service provider must protect confidential information that the 
service provider must establish, implement and maintain a catastrophe  plan that the service 
provider must undertake to comply with applicable laws and regulations as well as instructions 
from the client and that the service provider’s staff shall meet the client’s eligibility 
requirements. 

Material group-internal outsourcing  

The subsidiaries within the Insurance Group mainly have the following material internal 
outsourcing. In all cases, the supplier is SEB or another company within the SEB Group. 

Table B.7.1 
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Description Country 

Asset Management and Administration Sweden 

Services to prevent money laundering and terrorist financing Sweden and Latvia 

IT services mainly include application management services, network and internet 
services, workplace-related services, support services, management and 
operation of development and testing environments, system development 
services 

Sweden, Latvia and Lithuania 

Risk control services Sweden 

 

Gamla Liv has also outsourced its insurance administration to Pension & Försäkring.  

For more detailed information about outsourcing within the various insurance companies, refer 
to the solvency and financial condition report of each subsidiary. 

B.8 Any other information  
The Insurance group has no other material information to provide regarding the system of 
governance. 
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C Risk profile 
  

The Insurance Group’s business give rise to underwriting risks (life risk and health risk),market 
risks, counterparty risks (credit risks), liquidity risks, operational risks and business risks. The 
two greatest risks expressed as Solvency Capital Requirement are market risk and life 
underwriting risk, which is shown by the diagram below (in SEK million). 

Figure C.1 Capital requirement per risk module, 31 December 2018  

 

C.1 Underwriting risk 
The Insurance Group is exposed to underwriting risks through its subsidiaries.  

Underwriting risk is the risk of loss or adverse changes in the value in technical provisions due to 
incorrect assumptions regarding mortality risk, longevity risk, health/disability risk, lapse risk, 
expense risk and catastrophe risk. 

Underwriting risks are managed by underwriting guidelines in terms of risk assessment, through 
reinsurance, appropriate product design and pricing and by diversification of underwriting risks 
through a spread over a large number of insurance contracts. In addition, the outcome of 
underwriting risks is continuously monitored. Each subsidiary has defined risk tolerance levels 
for these risks and the limits established are monitored by each subsidiary. 

The Insurance Group calculates the exposure of underwriting risks according to the Solvency 
Capital Requirement of the standard formula under Solvency II.  

Mortality risk  
Mortality risk is the risk of loss or adverse changes in the value of technical provisions due to the 
fact that the actual mortality of the life assureds, are higher than the subsidiaries have assumed 
in their pricing or in their assumptions in determining the technical provisions.  
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The exposure of each subsidiary to mortality risk is limited by applying underwriting guidelines 
to ensure that the products are priced in correspondence with the life assured’s health status 
and further by limiting the insurance amounts through reinsurance. 

Longevity risk 
Longevity is the risk of loss or adverse changes in the value of technical provisions due to the 
fact that the life assureds live longer than the subsidiaries each have assumed in their pricing or 
in their assumptions in determining the technical provisions.  

The exposure of each subsidiary to longevity risk is limited by using careful assumptions for 
remaining life. Assumptions on future mortality include trends with a gradually longer life 
expectancy and are based on both internal and external data.  

Health/disability risk  
Health/disability risk of loss or adverse changes in the value of technical provisions due to the 
fact that the actual rate of disability of the insured is higher than the subsidiaries each have 
assumed in their pricing or in their assumptions in determining the technical provisions.  

The exposure of each subsidiary to the risk of illness is limited by applying underwriting 
guidelines to ensure that the products are priced in correspondence with the insured’s health 
status and further by limiting the insurance amounts through reinsurance.  

Lapse and expense risk  
Lapse risk is the risk of loss or adverse changes in the value of technical provisions due to the 
fact that policyholders cease to pay premiums, surrender, transfer or change the insurance 
contract in a way that the subsidiaries have not predicted in their pricing or in their assumptions 
when determining the technical provisions.  

Expense cost risk is the risk of loss or adverse changes in the value of technical provisions due to 
the fact that the actual operating costs are higher than the subsidiaries each have assumed in 
their pricing or in their assumptions in determining the technical provisions. 

Lapse or expense risk risks are managed through appropriate product design and pricing and by 
a regular follow-up of outcomes against assumptions. In practise: 

• The insurance premium shall be set to cover future expected costs and expenses of the 
insurance contract.  

• A product profitability analysis, including sensitivity analysis, shall be performed and 
compiled on a regular basis.  

• Previously paid commission shall, as far as possible, be recovered in the event of premium 
lapses or similar.  

• Regular follow-up of expense levels, and initiation of activities to further improve efficiency 
in the Company’s operations. 

 

Concentration of risk 
The Insurance Group has only limited exposure to concentration of risk in terms of underwriting 
risk. 

Reinsurance  
Reinsurance is used at each subsidiary in order to limit exposure to mortality risk and 
health/disability risk. The reinsurance arrangements may differ between the subsidiaries but 
usually include protection through retention limits for individual risks and for cumulative claims 
(catastrophe claims). 
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The reinsurers are carefully selected and take into account the credit rating, competence, 
experience, solvency and service level of the counterparty. 

The reinsurance programmes are evaluated continuously, inter alia in order to evaluate their 
effectiveness, and the actuarial function of each subsidiary submits an opinion on the 
appropriateness of reinsurance programmes to the Board at least once a year. 

 

 

C.2 Market risk 
  

The Insurance Group is exposed to market risks through the investments linked to traditional life 
assurance and risk insurance operations at each subsidiary, as well as through investments of 
own equity. 

In order to maintain a good balance between risk and return, each subsidiary has defined risk 
tolerance levels as well as strategic asset allocation per investment portfolio. Fixed limits are 
continuously monitored by the respective risk function, which also daily monitors how the 
market risk exposure has developed through, for example, Value-at-Risk calculations as well as 
historical scenario analyses. 

In terms of unit-linked insurance, the Insurance Group does not carry the direct market risk 
because the policyholder is responsible for the investment risk. However, the income from unit-
linked insurance to a large extent comes from fees for assets under management based on the 
value of fund units and is therefore affected by the fund’s value development. 

Risk exposure in terms of market risk 

The main market risks the Insurance Group is exposed to is equity risk, interest rate risk, 
property risk, spread risk and currency risk. 

Equity risk is the risk that the market value of equity investments will fall due to market and 
socioeconomic factors.  

The Insurance Group is exposed to interest rate risk through the risk that the market value of 
assets carrying interest will decrease as interest rates rise. Interest rate risk increases with the 
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maturity of the asset. Furthermore, there is a risk of interest rate exposure linked to the 
policyholders being entitled to guaranteed insurance sums and that technical provisions for life 
insurance are discounted at projected market rates. 

Property risk is the risk that the market value of the property portfolio will fall due to market and 
socioeconomic factors.  

Spread risk arises when investing in investments in instruments such as corporate bonds and 
mortgage bonds and symbolises the risk premium over the risk-free interest rate. 

Currency risk arises in the Insurance Group by the subsidiaries operating in local currency, which 
differ from the group’s currency. The subsidiaries investments may involve currency positions in 
relation to the currency of the Group. Furthermore, there is a currency risk exposure within the 
Company as the shares in subsidiaries are reported in Swedish kronor while the subsidiaries’ 
equity is in local currency. (However, this risk is mostly managed through currency hedging.) 

The Insurance Group calculates the exposure of market risks according to the Solvency Capital 
Requirements of the standard formula under Solvency II. 

 

 

Prudent person principle  

The Boards of each subsidiary have defined investment guidelines, or similar steering 
documents, in accordance with prudent person principle. The following general principles apply 
to all subsidiaries in the Insurance Group: 

• Investments should always be based on the policyholders’ best interests and any conflicts of 
interest associated with the investment should always be evaluated and managed, especially 
regarding investments in securitised instruments. 

• The portfolio’s security, availability, liquidity and profitability shall be continuously analysed, 
evaluated and managed, compared against commitments and other management 
requirements. 

• There must always exist a good picture of the purpose of the investment as well as 
understanding and knowledge about the investment’s characteristics risk and return profile 
in isolation and how the portfolio as a whole is influenced by investment). 
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• Ensuring that all investments can be managed, valued and followed up in relevant systems 
and that sufficient expertise and experience exists to manage and administer the investment. 

• Ensuring that the return on investment and risk, including solvency requirements, can be 
calculated and reported correctly. 

• When using derivatives, it must be ensured that the exposure of the derivative reflects the 
underlying asset and that the expected risk transfer is achieved and that new risks arising 
from the use of derivatives are analysed and handled. 

 

Material risk concentrations relating to market risk 

For maximum exposures to specific geographic markets, instrument types and individual 
counterparties, these are regulated and limited within the framework of the investment 
guidelines of each subsidiary 

The Insurance Group’s traditional portfolios are highly diversified. The greatest concentrations, 
apart from shares in well-diversified funds, are bonds with high creditworthiness. 

The operational organisation regarding investments is partly co-ordinated with a joint 
Investment Manager and there is co-operation between the subsidiaries in the preparation of 
investment plans etc. However, the management and Board of each subsidiary own the final 
approval of the strategic asset allocation, risk tolerance and specific investments in each 
portfolio. 

Risk reduction in terms of market risk 

The steering and risk reduction regarding market risk is determined by the investment guidelines 
adopted by the Board of respective subsidiary.  

Equity risk is primarily managed through diversification across several markets and sectors 
which helps reduce the risk of individual factors impact on the equity portfolio of each subsidiary 
and the aggregated exposure for the Insurance Group. 

As the Insurance Group’s portfolios consist largely of interest-bearing assets and the technical 
provisions are largely discounted at market rates, the analysis of the interest rate sensitivity of 
the assets and liabilities is central to the asset management of respective subsidiary. Examples 
of measures to balance these risks are interest rate immunisation programmes where 
derivatives are used to limit unwanted outcomes due to changes in market interest rates.  

Property risk is managed through a highly diversified portfolio with a breakdown between 
different markets and because investments are made both in property-related securities and in 
directly owned properties. 

The Insurance Group’s exposure to spread risk is continuously monitored through defined limit 
structures and stress tests. Currency risk is managed through currency hedging using 
derivatives.  

C.3 Credit risk 
Credit risk is the risk that a counterparty cannot fulfil its commitments. The risk can be split into 
issuer risk, which is defined as the risk that borrowers on the bond market cannot fulfil their 
obligations, counterparty risk and settlement risk.  

Issue risk is defined as the risk that borrowers in the bond market cannot fulfil their obligations. 
The company's issue risk is governed by a rating-based limit model. 
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Counterparty risk in derivative contracts is the risk that a counterparty does not live up to its 
contractual obligations since the Company has a claim on the counterparty and the claim 
corresponds to a positive market value to the Company's advantage. Counterparty risk is limited 
by netting agreements where all positive and negative market values during a contract can be 
offset at counterparty level, and through standard agreements for managing collateral from 
counterparties for unrealized gains from the derivative market. Counterparty risk also arises 
through the reinsurance programs that are subscribed, and is limited by careful selection of 
counterparties, taking into account credit ratings, competence, experience, solvency and service 
level. 

Settlement risk refers to the risk that a counterparty does not fulfil its obligation in connection 
with a transaction being matured, and that the price of the security has changed when the 
transaction must be changed with a new counterparty at a new price. This risk is a result of the 
fact that delivery and payment of securities are not always synchronized. The settlement risk is 
limited by, as far as possible, settling according to the Delivery Versus Payment (DVP) principle. 

C.4 Liquidity risk 
Liquidity risk refers to the risk that the Insurance Group or any of its subsidiaries may find it 
difficult to fulfil its short-term financial obligations due to a lack of liquid assets. 

Liquidity risk is managed through ongoing monitoring of future payments and through limits 
designed to maintain sufficient liquidity in the investment portfolios of each subsidiary. 

In order to assess the assets’ market liquidity, each asset class is classified based on market 
turnover, etc. The result is then compared with expected outflow of debt. In addition, 
hypothetical stress tests are performed with assumptions regarding unexpected outflow of debt 
and reduced asset disposal rates. Based on this, a liquidity quota can be prepared which is 
analysed in order to assess short-term payment ability. 

The outcome of these liquidity analyses shows that the short-term payment ability is good. 

C.5 Operational risk 
The Insurance Group’s operational risks are primarily managed through a clearly distributed 
responsibility within each subsidiary for processes and internal controls as well as well-
functioning system support (for more information, see section B.4 Internal Control System).  

In addition, each subsidiary of the Insurance Group has implemented the following 
tools/processes for managing operational risks:   

SEB Operational Risk Self-Assessment  
In order to identify operational risks where the risk management needs to be strengthened, 
regular evaluations and assessments are conducted at the process level. 

Identification of operational risks associated with business planning  
As part of the business planning process, operational risks that potentially compromise the 
ability to achieve strategic and financial goals are identified and analysed. 

Registration and follow-up of operational incidents  
All operational incidents are recorded in a central incident management system and analysed to 
understand the root cause and whether there is a need to strengthen the internal control 
structure or initiate other activities to reduce the risk of similar incidents occurring again.  



 

26 

 

 

 

Solvency and financial condition report 2018 

New Product Approval Process (NPAP)  
The purpose of NPAP is to ensure that the business does not start activities that contain risks 
that cannot be managed and controlled in a professional and sustainable manner.  

Business Continuity Planning  
Each subsidiary has plans and procedures to ensure preparedness associated with critical 
processes and systems in the event of large-scale interference. The purpose of these continuity 
plans is to restore operations as quickly and smoothly as possible.  

The plans are tested and updated annually.  

Crisis management  
Each subsidiary has appointed a crisis management with the task of, in the event of a crisis, 
quickly determine the scope, assessing the effects, identifying, prioritising and co-ordinating the 
actions that should be initiated.  

Information Security 
There are appointed security officers within the Insurance Group with the task of monitoring the 
management of information security as well as raising awareness of the risks and how they are 
to be addressed. This role also participates in NPAP which evaluates all new initiatives. 

Examples of routines implemented to handle information security risks are regular review of 
system permissions as well as selected log files. 

Cyber Security 
The Insurance Group bases its work on cyber security in the following framework: “NIST Cyber 
security framework” and “ISF Cyber resilience framework”. The goal is efficiently to 
prevent/handle negative outcomes in the event of cyber-attacks. 

Compliance and legal risks  
The Compliance Function is responsible for informing and educating the business in terms of 
regulatory requirements and monitoring their handling (see section B.4). 

In terms of the management of the Insurance Group’s legal risks, these are co-ordinated and 
supervised by the Legal Department.  

Follow-up and analysis of outstanding audit observations  
The Insurance Group has a process for the continuous monitoring and analysis of outstanding 
audit observations to mitigate the risks identified by internal and/or external auditors. 

 

C.6 Other material risks 
In addition to the risks described in previous sections, the Insurance Group is exposed to 
business risks. Common to all identified business risks is that they may potentially adversely 
affect sales volumes or product margins. 

Business risks are handled in the context of business planning and in the ongoing follow-up of the 
business.  

Business planning is based on, among other things, competitor and world surveillance, analyses 
of developments in the insurance market and analysis of proposed changes in legislation and 
regulations and how these can affect the business. Alongside business planning, a forward 
assessment of the insurance group’s risks and solvency situation is carried out as described 
above under the heading “Own Risk and Solvency Assessment” in Section B.3. 
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C.7 Any other information 
The Insurance Group’s business is highly diversified and there is only limited concentration of 
risk. The concentration of risk that should be highlighted is that most of the Insurance Group’s IT 
administration is outsourced to SEB AB, potentially causing all subsidiaries to suffer from central 
IT incidents and malfunctions. 
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D Valuation for Solvency purposes 
 

The Group’s balance sheet has been prepared in accordance IASBs IFRS (International Financial 
Reporting Standards) by European Commission. Assets and liabilities have been revalued in the 
solvency balance sheet where Solvency II prescribes valuation rules other than IFRS and these 
are described in the following sections. 

Gamla Liv is not consolidated in the solvency balance sheet. Gamla Liv is only included as shares 
in subsidiaries. 

There have been no material changes in assumptions in the calculation of assets, technical 
provisions and other liabilities of the Insurance Group during the reporting period. 

D.1 Assets 
The valuation principles and the differences between the valuation in IFRS and Solvency II are 
described below for each significant item in the solvency balance sheet. The Insurance Group’s 
complete solvency balance sheet will be found in Appendix 1 (S.02.01.02). 

Goodwill 
Goodwill is valued according to the financial statements at acquisition value adjusted for 
accumulated impairment losses. According to Solvency II, goodwill is valued at zero and no value 
is reported in the solvency balance sheet. 

Deferred acquisition cost 
For occupational pension in Pension & Försäkring, valued under Solvency I, deferred acquisition 
cost (DAC) is reported under “Other” on the asset side and valued at the same value as in the 
financial statement. For other business DAC is valued at zero in the solvency balance sheet. 

Intangible assets 
Intangible assets are reported at amortised cost less accumulated amortisation and impairment 
losses according to the financial statements. Under Solvency II, intangible assets from subsidiary 
acquisitions are valued at zero.  

Assets held for unit-linked and deposit insurance contracts 
Assets held for unit-linked and deposit insurance agreements together constitute the securities 
portfolio that covers the policyholders’ unit-linked and custody agreements. Assets include 
financial instruments, liquid assets and other financial assets and the valuation follows the same 
principles as described below. 

Investment assets 

Financial instruments 
Financial instruments include listed and unlisted equities, fund units, interest-bearing securities 
and derivatives. 

Assets are mostly market-listed assets, meaning that they are traded on an active market. An 
active market is a market with publicly available prices that represent actual market 
transactions. The assets traded on an active market are shares, fund units, bonds, derivatives 
and currencies. 
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For assets where there is no active market, different valuation techniques are used to estimate a 
fair value at the point of valuation that is deemed to correspond to the price at which a 
transaction between competent, independent parties can be implemented. Assets not traded on 
an active market are Private Equity and hedge funds and certain short-term interest rate 
instruments. 

Fund units are valued at the net asset value, which is the rate at which transactions are made 
when trading units in the funds. Holdings in funds are reported to the Company’s share of the 
valuation made by the fund manager of the fund’s total holdings and is usually updated when 
new valuation has been obtained. Hedge funds are usually valued monthly or quarterly. Private 
Equity funds are valued quarterly. Other funds are valued daily. 

Interest-bearing instruments traded on an active market are valued at fair value at the latest 
quoted buy rate or, if no such price, at the latest quoted transaction rate. Interest-bearing 
instruments that are not traded on an active market and where quoted prices are missing are 
valued after a present value calculation taking into consideration the market interest rates of 
comparable securities on the closing date. 

Derivatives are valued at fair value. Derivatives with positive fair values are reported as 
investments while derivatives with negative fair values are reported as liabilities. Where there 
are listed courses, these are used. For non-listed derivatives, valuation is made through accepted 
theoretical models based on information about underlying instruments. 

Investment Properties 
Properties held for the purpose of generating rental income and/or value growth is reported as 
investment properties and is valued at fair value. Different forecasts on discounted cash-flow 
based on reliable estimates of future cash-flow are used for the valuation. 

Receivables under reinsurance contracts 

See section D.2. for differences in valuation between financial reporting and solvency II.  
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Table D.1.1 shows the various asset classes and differences in the solvency and financial statements 
of the Insurance Group. 

Per 31 December, 2018, SEK million Solvency Financial 
reporting 

Difference 

Goodwill 0 321 -321 

Deferred acquisition costs “DAC” *) 0 1,836 -1,836 

Intangible assets 0 143 -143 

Deferred tax receivables 3 0 +3 

Tangible fixed assets held for own use 6 6 0 

Investment assets (other than assets held for index and unit-
linked contracts) **) 26,944 26,965 -21 

Assets held for index-regulated agreements and unit-linked 
insurance contracts 269,962 269,962 0 

Loans and mortgage loans 6 6 0 

Receivables under reinsurance contracts  128 151 -23 

Insurance claims and receivables from intermediaries 205 210 -5 

Reinsurance receivables 15 15 0 

Receivables (accounts receivable, non-insurance) 16 16 0 

Cash and cash equivalents 6,543 6,543 0 

Other 1,084 418 +666 

Total assets  304,912 306,592 –1,680 

*) For occupational pension, valued according to Solvency I for the Swedish companies, DAC is reported at SEK 666 
million under Other. DAC related to other businesses at SEK 1,170 million is valued at zero in the solvency balance sheet. 

**) The difference in investment assets in solvency and financial reporting is due to differences in the classification of 
derivatives between assets and liabilities. This is not difference in valuation. 

Table D.1.2 shows the change in the various assets classes according to Solvency during the reporting 
period. 

Per 31 December, SEK million 2018 2017 Change 

Intangible assets 0 56 -56 

Deferred tax receivables 3 10 -7 

Tangible fixed assets held for own use 6 6 0 

Investment assets (other than assets held for index and 
unit-linked contracts) **) 

26,944 130,967 -104,023 

Assets held for index-regulated agreements and unit-linked 
insurance contracts 

269,962 347,365 -77,405 

Loans and mortgage loans 6 3,486 -3,480 

Receivables under reinsurance contracts  128 528 -400 

Insurance claims and receivables from intermediaries 205 231 -26 

Reinsurance receivables 15 15 0 

Receivables (accounts receivable, non-insurance) 16 163 -147 

Cash and cash equivalents 6,543 7,273 -730 

Other 1,084 2,393 -1,309 

Total assets  304,912 492,494 -187,582 

The major changes are essentially an effect of the divestment of SEB Pension Denmark in 2018. 
Intangible assets have been written down to zero according to Solvency in 2018.  
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D.2 Technical provisions 
 

In this section, the valuation of technical provisions (TP) is defined for solvency purposes and 
how this differs from the financial reporting.  

Table D.2.1 shows technical provisions within the Insurance Group broken down by lines of 
business (material class), including how these are allocated to different types of provisions: TP 
as a whole best estimate and risk margin. 

Table D.2.1 Technical provisions 
 

Per 31 December 2018, 
SEK million 

TP calculated as 
a whole 

Best 
estimate 

Risk margin TP 

Index-/unit-linked  158,547 107,273 1,037 266,857 

With profit participation 11,394 8,573 58 20,026 

Other life 3 -200 47 -150 

Health similar to life 1,104 39 39 1,182 

Health similar to non-life 0 249 23 272 

Total 171,049 115,934 1,204 288,187 

 

Per 31 December 2017, 
SEK million 

TP calculated as 
a whole 

Best 
estimate 

Risk margin TP 

Index-/unit-linked  203,794 138,195 1,082 343,071 

With profit participation 10,272 70,142 231 80,645 

Other life 23 1,529 107 1,659 

Health similar to life 1,158 4,034 185 5,377 

Health similar to non-life 0 272 23 295 

Total 215,247 214,172 1,628 431,047 

 

For occupational pension, Pension & Försäkring has chosen to use transitional rules, which means 
that older rules in accordance with the Insurance Business Act (Solvency I) are used in the 
valuation of the technical provisions. In SEB Life Lithuania the asset values of the policyholders’ 
fund units within unit-linked is reported as TP as a whole. 

The best estimate corresponds to the probability weighted average of future cash-flows, taking 
account of the time value of money. All valuation of best estimate is based on mark to model 
techniques as there are no clear market values.  

For the major part of with profit participation business in Pension & Försäkring and SEB Life 
Estonia, the estimated time value of financial options and guarantees (TVFOG) is added by using 
stochastic valuation. For that purpose, an Economic Scenario Generator has been used. 

When calculating the risk margin, subsidiaries in the Insurance Group have used a simplified 
method in accordance with the Solvency II regulatory framework. As the main method, the 
Solvency Capital Requirement is calculated approximately for each future year by multiplying 
the initial Solvency Capital Requirement with the ratio between the best estimate for the coming 
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years and the initial best estimate while other methods have been used for some line of 
businesses where different types of risk factors have been used to calculate the Solvency 
Capital Requirement for coming years. When calculating the Solvency Capital Requirement for 
risk margin purposes, the market risk and counterparty risk (except for reinsurance) have been 
excluded, except for Life International, which has also included the market risk with the 
exception of interest rate risk.  

The most important assumptions that influence the valuation of technical provisions are discount 
rates, lapse rates, cancellations, mortality rates, expense assumptions and management actions 
related to the pay-out of future discretionary bonuses. 

Uncertainties in the valuation  

The uncertainty in the valuation of the technical provisions is related to the extent to which 
future cash-flows can be estimated and whether the data used in the calculation cannot be 
considered complete, accurate and appropriate. Due to the uncertainty about future events, the 
modelling of future cash-flows will necessarily be incomplete, leading to a certain degree of 
error and ambiguity in the valuation.  

The valuation of best estimate is based on different cash-flow models with a large number of 
different assumptions about parameters, which generally is derived from historical data. These 
assumptions contain uncertainties that may have a non-significant deviation from future 
outcomes.  

In particular there is uncertainty in: 

• Policyholders’ behaviour regarding the exercise of contractual rights to change the 
agreement  

• Assumptions of cost  
• Changes in demographic, legal, medical, technical, social and economic development  
• Times, frequency and extent of injury events, including uncertainty in injury inflation  

The level of sufficient level of detail should also be continuously assessed. 

The difference between valuation methods for financial reporting and Solvency  

Tables D.2.2 shows the differences between the valuation of technical provisions for solvency 
purposes and those used in the financial statements for each business area excluding Gamla Liv. 

Table D.2.2. Technical provisions 
 

Per 31 December 2018 
SEK million 

TP  
Solvency  

TP  
      Financial 

reporting  

Difference  

Index-/unit-linked  266,857 270,546 - 3,689 

With profit participation and other life 19,875 20,023 - 147 

Health similar to life 1,182 1,209 - 27 

Health similar to non-life 272 315 - 43 

Total  288,187 292,093 - 3,906 

The difference is primarily attributable to future profits being recognised in the Solvency 
Valuation, thereby reducing the technical provisions as compared to those in the financial 
reporting. This is in turn an effect of the present value of future expected expenses being lower 
than the corresponding present value of future expected fees. 
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Other differences relate to the risk margin being added to Solvency valuation. 

The Insurance Group does not use the following adjustments or transitional rules: 

• Matching adjustment or volatility adjustment in accordance with Article 77b respective 77d 
of Solvency II Directive 2009/138 / EC. 

• Transitional rules for risk-free interest rates in accordance with Article 308c of Solvency II 
Directive 2009/138 / EC. 

• Transitional rules for technical provisions in accordance with Article 308d of Solvency II 
Directive 2009/138 / EC. 

 
Table D.2.3. Change of technical provisions Solvency during the reporting period 
 

Solvency TP  
SEK million 

2018  2017  Difference  

Index-/unit-linked  266,857 343,071 - 76,214 

With profit participation and other life 19,875 82,304 - 62,428 

Health similar to life 1,182 5,377 - 4,195 

Health similar to non-life 272 295 - 23 

Total  288,187 431,047 -142,861 

 

The decrease in technical provisions is mainly attributable to the divestment of SEB Pension 
Denmark but also within unit-linked and index-linked insurance as a result of negative changes in 
value of the underlying market assets. 

 

Valuation of reinsurance recoverables under reinsurance contracts 

Tables D.2.4. shows reinsurance recoverables (RR) separately for each line of business. 

SEK million RR  
Solvency  

RR 
 Financial 
reporting  

Difference  

Index-/unit-linked  -15.9 8.0 -23.9 

With profit participation and other life 7.4 2.0 5.4 

Health similar to life 138.9 140.1 -1.2 

Health similar to non-life -2.2 0.7 -3.0 

Total  128.1 150.9 -22.7 

 

The difference to the financial reporting primarily relates to the fact that future cash-flows are to 
a greater extent included in the Solvency Valuation. In addition, the premium of waiver 
component for unit-linked insurance in Pension & Försäkring in the financial reporting has been 
segmented to health insurance similar to life insurance in Solvency. 
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D.3 Other liabilities  
Other liabilities have been valued in accordance with IFRS and subsequently adjusted according 
to Solvency II requirements.  Below describes the valuation principles and the differences 
against the solvency valuation of the essential items. 

Provisions other than technical provisions 
Provisions other than technical provisions relate to deferred front-end fees in SEB Life 
International. The difference to the financial statement is that prepaid fees from customers are 
excluded in solvency reporting. 

Deferred tax liabilities 
Deferred tax liabilities refer to temporary differences between the reported values of assets 
and liabilities according to the financial reporting and the values used as tax base, with the 
addition of adjustment between IFRS and Solvency II. 

Table D.3.1. Deferred tax liabilities 

Per 31 Dec 2018, SEK million 
Financial 
reporting 

Revaluation 
Solvency 

Solvency 
Matures 

Tax effect of revaluations:     

Technical provisions, net 0 177 177 - 

Total deferred tax liabilities 0 177 177 - 

Derivatives  
Derivatives with negative market values are reported as a liability and valued at fair value 
according to the same principles as for derivatives with positive market values. 

Subordinated liabilities 
Subordinated liabilities are subordinated loan from SEB and valued at nominal value. 

Other liabilities 
Other liabilities include non-cash-settled securities transactions, accounts payables and other 
liabilities. At the first reporting date, the liabilities are valued at fair value including transaction 
costs. After the first reporting date, the liabilities are valued at accrued acquisition value 
including transaction costs using the effective interest rate method. Table D.3.2 shows the 
difference between financial reporting and Solvency for other liabilities for the Insurance Group. 

Table D.3.2 Other liabilities 

Per 31 December 2018, SEK million Solvency Financial 
reporting 

Difference 

Provisions other than technical provisions 195 962 –767 

Deferred tax liabilities 177 0 +177 

Derivatives 1,250 1,264 –14 

Financial liabilities other than liabilities to credit institutions 203 203 0 

Insurance liabilities and liabilities to intermediaries 254 254 0 

Reinsurance liabilities 10 10 0 

Liabilities (accounts payables, non-insurance) 107 107 0 

Subordinated liabilities 1,200 1,200 0 

Other liabilities not shown elsewhere 2,737 2,737 0 

Sum other liabilities  6,133 6,737 -604 
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The difference in derivatives in solvency and financial reporting is not due to differences in 
valuation differences but in the classification between assets and liabilities. 

The table below shows the change in other liabilities in the solvency balance sheet during the 
reporting period 

Table D.3.3 Change in other liabilities during reporting period 

Per 31 December, SEK million 2018 2017 Difference 

Provisions other than technical provisions 195 409 -214 

Deferred tax liabilities 177 919 -742 

Derivatives 1,250 27,850 -26,600 

Financial liabilities other than liabilities to credit institutions 203 478 -275 

Insurance liabilities and liabilities to intermediaries 254 302 -48 

Reinsurance liabilities 10 310 -300 

Liabilities (accounts payables, non-insurance) 107 8,551 -8,444 

Subordinated liabilities 1,200 2,575 -1,375 

Other liabilities not shown elsewhere 2,737 6,074 -3,336 

Sum all other liabilities  6,133 47,468 -41,334 

 

The change in derivatives is essentially an effect of the divestment of SEB Pension Denmark in 
2018. 

D.4 Alternative methods for valuation 
To used alternative valuation methods, see the description of the various asset classes in section 
D1. 

D.5 Any other information 
The insurance group has no other material information to provide regarding valuation for 
solvency purposes. 
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E Capital Management 

E.1 Own Funds 
  

Capital management 

The capital management is described and illustrated in section B.3 “Risk management system 
including own risk and solvency assessment (ORSA)”. The aim of ORSA is to analyse the 
Insurance Group’s business plan from a perspective of risk to ensure that all significant risks 
associated with the proposed strategy are identified and evaluated. The ORSA process is also 
the main tool for the Board and the management to determine if identified risks are acceptable 
and manageable in view of the Group’s capital strength and overall risk management capability, 
or whether measures are needed to balance the risk in relation to available capital resources.  

The outcome of the 2018 ORSA process shows that the Insurance Group is financially strong and 
well capitalised in relation to its risk exposure and capital requirements. This conclusion is based 
on the analysis of the Insurance Group’s risk profile and forward-looking financial forecasts for 
the Solvency Position of the Insurance Group in four different scenarios: 

• A baseline scenario with assumptions in line with the Insurance Group’s business plan 
• Three negative scenarios based on the risks identified in the Insurance Group’s business 

environment and potential downturns in the macroeconomic environment 

 

Own Funds components and levels (Tiers) 

Table E.1.1 shows the bridge from equity in the financial statement to available Own Funds in 
accordance with the solvency rules. 

SEK million 31 Dec 2018 31 Dec 2017 

Shareholders’ equity according to the Group’s financial reporting 7,735 9,999 

Intangible assets from acquisition of subsidiaries and goodwill are excluded -321 –471 

Deferred acquisition costs are excluded * -1,170 –1,963 

Technical provisions are valued lower +3,732 +6,487 

Other provisions are valued lower +767 +601 

Deferred tax liabilities are valued higher -177 -684 

Reinsurance recoverables are valued lower -23 –23 

Subordinated liabilities are included +1,200 +2,575 

Foreseeable dividend -1,500 –2,000 

Other adjustments +50 +34 

Own Funds according to the solvency rules, excluding Gamla Liv 10,293 14,555 

* Deferred acquisition costs related to the Occupational Pensions Directive are still included by SEK 666 million as at 31 
Dec 2018 and at SEK 1,995 million as at 31 Dec 2017. 

The main difference between equity in the financial statements and Own Funds in Solvency 
reporting is the effect of revaluation of technical provisions. Provisions are lower in Solvency 
reporting as they are reduced by expected future fees from existing customers. Other provisions 
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are valued lower as the part relating to prepaid fees (deferred front end fees) within SEB Life 
International is excluded from the solvency reporting. Because the technical provisions are 
valued lower, additional deferred tax liabilities are calculated.  

Other major differences are that deferred acquisition costs (except the part attributable to the 
Occupational Pensions Directive), intangible assets and goodwill from acquisition of subsidiaries 
are excluded while subordinated liabilities in the form of subordinated loans are included. Finally, 
Own Funds are reduced with foreseeable dividend of profits from the reporting period.  

Table E.1.2a shows the available Own Funds breakdown into tiers under the solvency rules. 

Tier, SEK million Own Funds item 31 Dec 2018 31 Jan 2017 

Basic own funds Tier 1, 
unrestricted  

Share capital 
120 120 

 Share premium reserve  24 24 

 Reconciliation reserve 4,396 11,836 

 Other items approved by 
supervisory authority as basic 
own funds not specified above   

4,553 - 

Total basic own funds Tier 1, 
unrestricted 

 
9,093 11,980 

Basic own funds Tier 1, 
restricted 

Subordinated liabilities 
- - 

Basic own funds Tier 2 Subordinated liabilities 1,200 2,575 

Basic own funds Tier 3  Deferred tax assets -   

Own funds excluding Gamla 
Liv 

Available own funds 
10,293 14,555 

Eligible own funds Gamla Liv Mainly bonus potential to 
policyholders 

31,721 36,250 

Total own funds including 
Gamla Liv 

Available own funds 
42,013 50,805 

 

The Insurance Group’s Own Funds consist of the share capital, share premium reserve, retained 
earnings (reconciliation reserve) tier 1, other items approved by supervisory authority as basic 
Own Funds not specified above and subordinated liabilities (subordinated loan) tier 2. In 2018, 
the subordinated loan from SEB was repaid by SEK 2,575 million, while a new subordinated loan 
was raised by SEK 1,200 million.  

A change in the composition of the Own Funds compared to 2017 is that the surplus within 
occupational pension is reported on the line "Other items approved by supervisory authority as 
basic Own Funds not specified above" according to transition rules for occupational pension. In 
2017, the surplus was included in the reconciliation reserve. 

The reconciliation reserve is directly available for loss coverage. 
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Table E.1.2b Specification of the reconciliation reserve’s composition  

SEK million 31 Dec 2018 31 Dec 2017 

Equity other than share capital and share premium reserve  7,618 9,882 

Foreseeable dividend -1,500 -2,000 

Difference in valuation of technical provisions 3,906 6,487 

Deduct surplus from occupational pension -4,553 - 

Reassessment of other items -1,076 -2,534 

Total 4,396 11,836 

 

Gamla Liv is owned at 99.6% but is operated under mutual principles where no profit 
distribution to shareholders is allowed but all surpluses are attributed to the policyholders. 
Gamla Liv is therefore not consolidated in the financial reporting. When the Solvency Capital 
Requirement for the Insurance Group is calculated, the authorities require the company to be 
included. Therefore, when the Own Funds is calculated to meet the requirement, Gamla Liv is 
included according to the deduction and aggregation (D&A) method (alternative consolidation 
method 2). The method means that an amount corresponding to Gamla Liv’s capital 
requirements is included in the Insurance Group’s Own Funds. If the Own Funds were below the 
requirement, the lower amount would be included. 

The Insurance Group’s total Own Funds at the end of the reporting period amounted to SEK 
10,293 (14,555) million. SEK 9,093 (11,980) million of Own Funds is Tier 1 capital unrestricted 
and SEK 1,200 (2,575) is Tier 2 capital.  

Table E.1.3 Change in Own Funds  
 

 

  
 

SEK million 
Excluding 

Gamla Liv 

Including  

Gamla Liv 

Own funds 31 December 2017 14,555 50,805 

Profit after tax according to the Group's financial reporting 5,348  

Impairment of deferred acquisition costs in solvency -1,399  

Change in valuation differences between solvency and financial reporting -1 750  

 part attributable to a divested company -1,191  

 part attributable to remaining companies * -559  

Ordinary share dividend paid to the shareholder -5,500  

Change in foreseeable dividend to the shareholder 500  

Repayment of subordinated loan to the shareholder, net -1,375  

Group contribution from the owner 113  

Other (mainly currency revaluation of equity in foreign subsidiaries) -199  

Change in the Own funds during the year excluding Gamla Liv -4,262 -4,262 

Change of SCR in Gamla Liv which is included in the Insurance group's Own 

funds during the year 
- -4,529 

Own funds 31 December 2018 10,293 42,013 

*other than impairment effect of deferred acquisition costs 
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During the year total Own Funds including Gamla Liv has decreased by SEK 8,792 million. The 
capital related to Gamla Liv decreased during the year by SEK 4,529 million due to decreased 
capital requirements for this company (lower equity risk due to falling equity markets). Own 
Funds excluding Gamla Liv has decreased by SEK 4,262 million during the year. The decrease is 
mainly due to the impairment of deferred acquisition costs (according to IFRS 15), other 
valuation differences between solvency and financial reporting have decreased and the 
subordinated loan has been repaid and a new loan has been raised at lower amount. As a result 
of the divestment gain from the sale of the Danish subsidiaries, the Company's dividend has 
increased by a corresponding amount to SEK 5,500 million in total which approximately 
corresponds to the profit for the year. 

Own Funds in relation to capital requirements 

The Solvency Capital Requirement excluding Gamla Liv amounted to SEK 4,503 (6,984) million 
at the end of the period, which means that the solvency ratio was 2.29 (2.08). At the same time, 
the capital requirement including Gamla Liv was SEK 36,224 (43,234) million which gives a 
ratio of 1.16 (1.18). The Solvency Capital Requirement is described in more detail in Section E2. 

E.2 Solvency Capital Requirement and Minimum Capital 
Requirement 

As of 31 December, 2018, the Solvency Capital Requirement of the Insurance Group excluding 
Gamla Liv amounted to SEK 4,503 (6,984) million and SEK 36,224 (43,234) million including 
Gamla Liv. 

Solvency Capital Requirement broken down by risk modules  

Table E.2.1 shows Solvency Capital Requirement broken down by risk module. 

SEK million 31 Dec 2018 31 Dec 2017 

Market risk  3,428 11,765 

Counterparty risk  471 897 

Underwriting risk for life insurance  2,055 3,804 

Underwriting risk for health insurance 153 465 

Underwriting risk for accident insurance  - - 

Diversification  -1,471 -3,253 

Intangible asset risk 0 11 

Primary Solvency Capital Requirement  4,635 13,689 

Operational risks  180 479 

Loss absorption capacity of technical provisions -886 -7,566 

Loss absorption capacity in deferred taxes -139 -288 

Capital requirements for business carried out in accordance with Article 4 of 
Directive 2003/41 / EC 

713 
670 

Solvency Capital Requirements  4,503 6,984 

Solvency Capital Requirements for Gamla Liv 31,721 36,250 

Solvency Capital Requirements including Gamla Liv 36,224 43,234 

 

Pension & Försäkring and Gamla Liv have chosen to apply transitional rules for its occupational 
pension business, which means that older provisions of the Insurance Business Act (Solvency 1) 
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are used in determining Solvency Capital Requirements. These are reported as “Capital 
requirements for business carried out in accordance with Article 4 of Directive 2003/41 / EC”  

The Insurance Group uses a combination of the consolidation method (Method 1 under Articles 
230-232 of the Solvency II Directive) and the aggregation and settlement method (Method 2 
under Article 233 of Solvency II Directive). The combination means that Gamla Liv is included 
with the combination and aggregation method in the calculation of the Group-based Solvency 
Capital Requirement and the Own Funds, while the consolidation method is used for the 
Insurance Group in general.  

The Solvency Capital Requirement for the Insurance Group calculated according to Method 1 
amounts to SEK 4,503 (6,984) million.  

Standard formula and the use of simplifications 

The calculation of the Solvency Capital Requirement for the Insurance Group uses the standard 
formula for all risk modules. Simplified calculations of the standard formula are used to a limited 
extent in the risk modules counterparty risk, life insurance risk and health insurance risk. 

Minimum Capital Requirements 

Minimum Capital Requirements are only calculated at the subsidiary level and not at the group 
level, but for information it may be mentioned that the Solvency Capital Requirement for the 
Insurance Group exceeds the sum of the Minimum Capital Requirements of the subsidiaries SEK 
2,833 (2,646) excluding Gamla Liv.  

Material changes in the Solvency Capital Requirement 

Table E.2.2 shows the change in the Solvency Capital Requirement over the reporting period. 

SEK million 31 Dec 
2018 

31 Dec 
2017 

Change Change 
% 

Solvency Capital Requirements  4,503 6,984 -2,481 -36 

Solvency Capital Requirements for Gamla Liv 31,721 36,250 -4,529 -12 

Solvency Capital Requirements including Gamla Liv 36,224 43,234 -7,010 -16 

 

The Insurance Group’s Solvency Capital Requirement excluding Gamla Liv has decreased by SEK 
2,481 million or 36 percent.  The decrease in the Solvency Capital Requirement has been 
affected by the divestment of SEB Pension Denmark during the year. At the end of 2017, the 
capital requirement for this company was SEK 1,780 million.  

The other decrease of SEK 701 million is mainly attributable to lower capital requirements for 
equity risk as a result of falling market values in equity-related assets. The Solvency Capital 
Requirement including Gamla Liv has decreased by SEK 7,010 million or 16 percent. The 
decrease for Gamla Liv is almost exclusively attributable to decreased Solvency Capital 
Requirements for market risk (mainly equity risks). 
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E.3 Use of the duration-based equity risk sub-module in the 
calculation of the Solvency Capital Requirement 

The Insurance Group does not apply duration-based equity risk when calculating the Solvency 
Capital Requirement. 

E.4 Differences between the standard formula and any 
internal model used 

The insurance group only uses the standard formula. 

E.5 Non-compliance with the Minimum Capital 
Requirement and non-compliance with the Solvency 
Capital Requirement 

The Insurance Group has met the capital requirements throughout the reporting period. 

E.6 Any other information 
The Insurance Group does not use any company specific parameters. 
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Appendix 1 Templates 
All amounts in SEK thousands. The forms that are applicable to the Insurance Group are reported below. 

S.02.01.02 
  Balance sheet 
  

 
      Solvency II value 

Assets   C0010 
Intangible assets R0030 6 
Deferred tax assets R0040 3 360 
Pension benefit surplus R0050 0 
Property, plant & equipment held for own use R0060 5 647 
Investments (other than assets held for index-linked and unit-linked 
contracts)  

R0070 26 944 408 

Property (other than for own use) R0080 0 
Holdings in related undertakings, including participations R0090 43 734 
Equities R0100 319 807 

Equities – listed R0110 0 
Equities – unlisted R0120 319 807 

Bonds R0130 12 713 010 
Government Bonds R0140 4 040 233 
Corporate Bonds R0150 7 734 354 
Structured notes R0160 938 423 
Collateralised securities R0170 0 
Collective Investments Undertakings R0180 11 879 285 
Derivatives R0190 1 962 882 
Deposits other than cash equivalents R0200 25 691 
Other investments R0210 0 

Assets held for index-linked and unit-linked contracts R0220 269 961 656 
Loans and mortgages R0230 5 655 

Loans on policies R0240 1 213 
Loans and mortgages to individuals R0250 0 
Other loans and mortgages R0260 4 442 

Reinsurance recoverables from: R0270 128 144 
Non-life and health similar to non-life R0280 -2 236 

Non-life excluding health R0290 0 
Health similar to non-life R0300 -2 236 

Life and health similar to life, excluding health and index-linked and 
unit-linked 

R0310 146 307 

Health similar to life R0320 138 873 
Life excluding health and index-linked and unit-linked R0330 7 434 

Life index-linked and unit-linked R0340 -15 928 
Deposits to cedants R0350 0 
Insurance and intermediaries receivables R0360 204 991 
Reinsurance receivables R0370 14 788 
Receivables (trade, not insurance) R0380 16 762 
Own shares (held directly) R0390 0 
Amounts due in respect of own fund items or initial fund called up but not 
yet paid in 

R0400 0 

Cash and cash equivalents R0410 6 542 837 
Any other assets, not elsewhere shown R0420 1 083 979 
Total assets R0500 304 912 234 
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S.02.01.02 Balance sheet, continue   Solvency II value 

Liabilities   C0010 

Technical provisions – non-life R0510 271 971 

Technical provisions – non-life (excluding health) R0520 0 
Technical provisions calculated as a whole R0530 0 
Best Estimate R0540 0 
Risk margin R0550 0 
Technical provisions - health (similar to non-life) R0560 271 971 
Technical provisions calculated as a whole R0570 0 
Best Estimate R0580 249 046 
Risk margin R0590 22 924 
Technical provisions - life (excluding index-linked and unit-linked) R0600 21 057 261 
Technical provisions - health (similar to life) R0610 1 181 868 
Technical provisions calculated as a whole R0620 1 104 111 
Best Estimate R0630 38 608 
Risk margin R0640 39 149 
Technical provisions – life (excluding health and index-linked and unit-
linked) 

R0650 19 875 393 

Technical provisions calculated as a whole R0660 11 397 315 
Best Estimate R0670 8 373 194 
Risk margin R0680 104 884 
Technical provisions – index-linked and unit-linked R0690 266 857 360 
Technical provisions calculated as a whole R0700 158 547 287 
Best Estimate R0710 107 273 468 
Risk margin R0720 1 036 605 
Contingent liabilities R0740 0 
Provisions other than technical provisions R0750 194 831 
Pension benefit obligations R0760 0 
Deposits from reinsurers R0770 0 
Deferred tax liabilities R0780 176 942 
Derivatives R0790 1 250 436 
Debts owed to credit institutions R0800 0 
Financial liabilities other than debts owed to credit institutions R0810 203 123 
Insurance & intermediaries payables R0820 253 848 
Reinsurance payables R0830 9 767 
Payables (trade, not insurance) R0840 106 517 
Subordinated liabilities R0850 1 200 000 
Subordinated liabilities not in Basic Own Funds R0860 0 
Subordinated liabilities in Basic Own Funds R0870 1 200 000 
Any other liabilities, not elsewhere shown R0880 2 737 340 
Total liabilities R0900 294 319 396 
Excess of assets over liabilities R1000 10 592 838 
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S.05.02.01 Premiums, claims and expenses by country, 
non-life obligations 

 

Home Country 
Country (by amount of gross premiums written) - non-

life obligations 

Total for top 5 countries and home 
country (by amount of gross premiums 

written) - non-life obligations 

  
C0010 C0020 C0030 C0040 C0070 

 
R0010   Estonia Latvia Lithuanian   

  
C0080 C0090 C0100 C0110 C0140 

Premiums written             
 Gross - Direct Business R0110 269 788 21 939 14 026 -12 305 741 
 Gross - Proportional reinsurance accepted  R0120 0 0 0 0 0 

 Gross - Non-proportional reinsurance accepted  R0130 0 0 0 0 0 

 Reinsurers' share R0140 0 729 477 0 1 207 
 Net R0200 269 788 21 210 13 548 -12 304 535 
Premiums earned             
 Gross - Direct Business R0210 290 577 21 939 14 650 -12 327 154 

 Gross - Proportional reinsurance accepted  R0220 0 0 0 0 0 

 Gross - Non-proportional reinsurance accepted  R0230 0 0 0 0 0 

 Reinsurers' share R0240 0 729 477 0 1 207 

 Net R0300 290 577 21 210 14 173 -12 325 948 
Claims incurred             
 Gross - Direct Business R0310 177 046 5 018 3 236 -28 185 271 

 Gross - Proportional reinsurance accepted  R0320 0 0 0 -229 -229 

 Gross - Non-proportional reinsurance accepted  R0330 0 0 0 0 0 

 Reinsurers' share R0340 0 765 0 0 765 

 Net R0400 177 046 4 253 3 236 -257 184 277 
Changes in other technical provisions 

 
          

 Gross - Direct Business R0410 0 177 -226 10 -38 

 Gross - Proportional reinsurance accepted R0420 0 0 0 0 0 

 Gross - Non- proportional reinsurance accepted R0430 0 0 0 0 0 

 Reinsurers’ share R0440 0 0 138 0 138 
 Net R0500 0 177 -364 10 -176 
Expenses incurred  R0550 81 019 7 371 1 723 193 90 306 
Other expenses R1200         0 

Total expenses R1300         90 306 
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S.05.02.01 Premiums, claims and expenses by country, life obligations 
 

   

    
Home 

Country 
Country (by amount of gross premiums written) - life obligations 

Total for top 5 
countries and home 
country (by amount 
of gross premiums 

written) - life 
obligations 

    C0150 C0160 C0170 C0180 C0190 C0200 C0210 

  R1400   Denmark Finland Italy Lithuania Latvia   
    C0220 C0230 C0230 C0230 C0230 C0230 C0280 

Premiums written                 

 Gross R1410 21 082 769 4 084 627 912 696 1 076 111 455 358 373 580 27 985 141 

 Reinsurers' share R1420 193 045 125 405 636 0 9 539 1 868 330 492 

 Net R1500 20 889 724 3 959 222 912 060 1 076 111 445 820 371 712 27 654 648 

Premiums earned                 

 Gross R1510 21 082 769 4 061 875 912 696 1 076 111 455 159 374 058 27 962 668 

 Reinsurers' share R1520 193 045 45 279 636 0 9 468 1 868 250 295 

 Net R1600 20 889 724 4 016 596 912 060 1 076 111 445 692 372 191 27 712 373 

Claims incurred                 

 Gross R1610 17 754 040 4 610 370 1 485 356 634 316 280 693 318 076 25 082 849 

 Reinsurers' share R1620 42 867 50 032 0 0 2 721 0 95 620 

 Net R1700 17 711 173 4 560 338 1 485 356 634 316 277 971 318 076 24 987 229 

Changes in other technical provisions                 

 Gross R1710 5 717 168 -3 853 683 -1 535 005 -764 374 105 706 1 158 -329 030 

 Reinsurers' share R1720 0 13 927 0 0 3 7 307 21 238 

 Net R1800 5 717 168 -3 867 611 -1 535 005 -764 374 105 703 -6 150 -350 268 

Expenses incurred  R1900 3 717 144 212 709 69 738 67 807 65 943 48 666 4 182 007 

Other expenses R2500             403 

Total expenses R2600             4 182 410 
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S.23.01.22 Reconciliation reserve   C0060 Tier 1 - unrestricted  

       
Excess of assets over liabilities R0700 10 592 838   

Own shares (held directly and indirectly) R0710 0   

Foreseeable dividends, distributions and charges R0720 1 500 000   

Other basic own fund items  R0730 4 697 139   

Adjustment for restricted own fund items in respect of matching adjustment portfolios and ring-fenced funds 
R0740 0   

Other non-available Own Funds R0750 0   

Reconciliation reserve R0760 4 395 699   

Expected profits       
Expected profits included in future premiums (EPIFP) - Life business R0770 539 370   

Expected profits included in future premiums (EPIFP) - Non- life business R0780 31 013   

Total Expected profits included in future premiums (EPIFP) R0790 570 383   
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S.32.01.22 List of undertaking’s 
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