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I. Management report of 2006

AS Sampo Elukindlustus (hereinafter: 
the Company) belongs to the Finnish 
fi nancial group Sampo plc. Sampo Life 
Insurance Company Ltd. is the sole holder 
of the Company’s shares. The Company’s 
memorandum of association was signed 
on 7 April 1999 and active marketing of life 
insurance products commenced in Estonia 
in January 2000. The year 2006 was the 
Company’s seventh year of active operation 
in the Estonian life insurance market. 
Core activities of AS Sampo Elukindlustus 
include the conclusion and administration 
of unit-linked life insurance contracts and 
contracts with life insurance coverage as 
well as the administration of insurance 
contracts with guaranteed interest 
(Estonian Classifi cation of Economic 
Activities (EMTAK) code 66011 – Life 
Insurance).

1. Management of the Company
The management structure of AS Sampo Elukindlustus 
remained unchanged in 2006.

Management Board of the Company had two members 
at the end of 2006. Chairman of the Management Board 
and the CEO was Imre Madison. The other member 
of the Management Board was Erkki Sadam, the 
Company’s lawyer.

Supervisory Board of the Company had four members 
at the end of 2006. The acting Chairman of the 
Supervisory Board was Minna Kohmo, the Senior 
Vice President of Sampo Life. Other members of 
the Supervisory Board were: Risto Honkanen, the 
Senior Vice President of Sampo Life; Timo Pursiala, 
the Business Controller of Sampo Life; and Margus 
Žuravljov, the Management Board’s member of 
AS Sampo Pank. 

2. Financial results of the Company
Calculation principles of 2006 fi nancial results of 
AS Sampo Elukindlustus were based on international 
fi nancial reporting standards adopted by the European 
Union.

In 2006, Sampo Elukindlustus focused on the 
conclusion of new unit-linked life insurance 
contracts and contracts with life insurance coverage 
(loan insurance and term and whole life insurance 
contracts). In addition, the Company concluded also 
endowment insurance contracts with guaranteed 
interest (insurance for children and saving insurance) 
until 30 April 2006. 
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In the end of 2006, Sampo Elukindlustus serviced 18 245 
life insurance contracts of 14 984 clients, whereas 
17 311 thereof were main insurance contracts. Most of 
the Company’s clients are private individuals; the share 
of business clients is still very small (~1%). There is an 
increasing trend in the number of private individuals 
who for tax purposes perform their investment activities 
through a special-purposed legal entity.

In 2006, the Company concluded 3 874 new life 
insurance contracts. Concurrently, 1 091 life insurance 
contracts achieved their maturity or were cancelled. 
Unit-linked life insurance contracts formed the 
majority (62%) of new contracts concluded in 2006. The 
share of new term and whole life insurance contracts 
(36%) increased considerably in comparison with 
previous years.

Unit-linked life insurance contracts accounted for 
the biggest share (32%) of the Company’s insurance 
portfolio in the end of 2006; they were followed by the 
endowment insurance for children with 21% and term 
and whole life insurance with 16%.

Premiums collected by the Company in 2006 totaled to 
335.4 mio Estonian kroons. Premiums from unit-linked 
life insurance contracts accounted for the biggest share 
(88.6%) thereof. Premiums from the supplementary 
funded pension accounted for 12.3% of total premiums 
collected in 2006. Premiums from life insurance 
contracts concluded in 2006 totaled to 253.8 mio kroons, 
whereas premiums from life insurance contracts 
concluded prior to 2006 totaled to 81.4 mio kroons. Thus 
the premiums from new business accounted for 75.7% of 
total premiums collected in 2006.

AS Sampo Elukindlustus was for the seventh year in 
row the fastest growing life insurance company in the 
Estonian market – the Company’s insurance premiums 
grew by 105% in comparison with 2005. Estonian 
life insurance market as a whole grew by 22% in 
comparison with 2005.

Based on the volume of insurance premiums, the 

market share of Sampo Elukindlustus was 21.7% at the 
end of 2006; thus the Company held the third position 
in the Estonian life insurance market. The Company 
increased its market share by 8.8% in comparison with 
2005, thereby maintaining its position. The Company’s 
core business – i.e. unit-linked life insurance – 
accounted for 32.6% of the market in 2006, the annual 
growth being 13.6%. Due to its volume of unit-linked 
insurance business, the Company held the second 
position in the respective segment of life insurance 
market. 

In 2006, the Company paid out indemnities in the total 
amount of 44.1 mio kroons, which was 27.8 mio kroons 
more than in 2005. The ratio of indemnities paid out 
in 2006 to premiums collected in 2006 was 13.2%. 
The biggest share of indemnities comprised of partial 
payments made under unit-linked life insurance 
contracts due to clients’ wish to take out their 
investment profi ts or to replace their investments. 
Largest payments were made in May 2006 when a few 
major clients wished to protect their investment profi ts 
against the overall decline in the securities market and 
made partial payments out of unit-linked life insurance 
contracts. The Company paid out 0.87 mio kroons in 
2006 in order to indemnify for insured events which 
occurred due to death or accident. 

Net income from investment activities (net of 
investment expenses) totaled to 3.74 mio kroons, 
which was 56% or 4.86 mio kroons less than in 2005. 
This decrease in net income from investment activities 
was caused by the signifi cant growth of debt securities’ 
interest rates in 2006, which led to the decline in the 
price of securities. Substantial corrections were made 
in share prices both in March 2006 and in May/June 
2006, and thus the Company suffered from investment 
loss. 

In the end of 2006, the Company’s investment portfolio – 
i.e. invested assets – comprised of owner’s equity 
(11.5%) and insurance payables (88.5%). The rate of 
return of the Company’s invested assets was 4.2%. 
Due to the economic profi t in 2005, contracts with 



AS Sampo Elukindlustus
Annual Report 2006

6

guaranteed interest received 0.5% of the average reserve 
of these contracts as an additional bonus – in total of 
0.56 mio kroons. The respective amount is included 
in insurance payables of 2006 balance sheet. The 
guaranteed interest rate of Sampo Elukindlustus is 3.5%.

The Company’s investment portfolio (except 
investments related to unit-linked life insurance 
contracts) comprised mostly of bonds, debenture funds, 
commercial papers and money-market instruments –
their share in the total volume of invested assets 
amounted to 84.3%. Investments into shares and 
other funds amounted to 15.7% of the total volume of 
invested assets.

Assets related to the fi nancial intermediation sector 
accounted for 47.5% of investments. Treasury bills 
accounted for 30% of invested assets. At the end of 
2006, the volume of invested assets totaled to 147.3 mio 
kroons, the annual increase being 9%. When investing 
assets covering commitments as well as owner’s 
equity, the Company kept following strategies adopted 
for these portfolios, in order to ensure the best ratio of 
the accepted risk and expected yield. 

As to the management of investments, the Company 
continued its cooperation with Sampo Baltic Asset 
Management AS, part of the Sampo Group. 

AS Sampo Elukindlustus follows the risk management 
principles of the Sampo Group in managing its 
operational risks. The principal goal of Sampo’s risk 
management is to ensure that risks have been correctly 
identifi ed, the measuring of risks is independent, and 
that there is enough capital to cover the accepted 
risks. The biggest risk factors at Sampo Elukindlustus 
are market risk and interest rate risk of investment 
portfolios as well as insurance risk of clients. The 
Company’s Management Board is responsible for 
managing operational risks at Sampo Elukindlustus. 
In addition, the Company’s risk and investment 
management is supervised by the IRMC (Investment 
and Risk Management Committee).

Owner’s equity of AS Sampo Elukindlustus was 27.36 
mio kroons as of 31.12.2006.

The Company’s own funds amounted to 17.5 mio 
kroons in the end of 2006; the required solvency margin 
was 8.7 mio kroons and unencumbered owner’s equity 
totaled to 8.8 mio kroons. 

Operational expenditure of AS Sampo Elukindlustus 
(claims handling costs, acquisition costs, 
administrative expenses and other expenses) increased 
by 28.4% in comparison with 2005. The main reason 
for higher operational expenditure was the increase 
in acquisition costs. This was related to the growth 
in sales volumes and the aim was to ensure the 
implementation of the Company’s strategic plans.

Acquisition costs accounted for 56% of the Company’s 
operational expenditure in 2006. Acquisition costs of 
the Company increased by 32% in comparison with 
2005. Salaries formed the biggest item of expenditure 
in 2006.

In 2006, the business net loss of AS Sampo 
Elukindlustus totaled to 3.8 mio kroons. Main reasons 
for the loss were the modest level of investment net 
income, the growth in acquisition costs (in order to 
ensure the increase in premium volume), as well 
as high volume of partial payments from insurance 
contracts.

Return on equity (ROE, i.e. the ratio of annual business 
result to annual average owner’s equity) of AS Sampo 
Elukindlustus was –13.1% in 2006. The Company’s 
return on assets (ROA, i.e. the ratio of annual business 
result to annual average assets in the balance sheet 
total) was – 0.8%.

The Company’s balance sheet total was 654.3 mio 
kroons in the end of 2006, the annual increase being 
327.9 mio kroons (100.5%). This increase was mainly 
based on the increase in the liabilities resulting from 
unit-linked life insurance contracts (these liabilities 
increased by 163% in 2006). Liabilities from insurance 
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contracts amounted to 620.8 mio kroons in the end 
of 2006; the provision for unit-linked life insurance 
contracts formed 495.2 mio kroons thereof.

3. Personnel of the Company
As at 31 December 2006, there were 38 employees 
working at AS Sampo Elukindlustus, whereas one of 
them had signed a fi xed-term employment contract, 
two had signed a part-time employment contract 
and two were employed on the basis of a member of 
Management Board contract. 17 employees were active 
in the sales. In addition, 4 employees were on maternity 
leave in the end of 2006.

In 2006, there were no major changes in the 
organization of work of the Company’s units. The 
Company fostered its insurance unit by employing an 
additional actuary and a new employee for technical 
development of products. The Company employed 
a new chief accountant in the second half of 2006, 
in order to make preparations necessary for the 
successful merger of Baltic life insurance companies 
of Sampo Life. Life insurance consultants were sent to 
local representative offi ces in Pärnu and Jõhvi. 
A sales manager for business clients was employed in 
the second half on 2006 in order to ensure the future 
increase in sales volume also in this sector.

Salaries of the accounting period amounted to 8.6 mio 
kroons. The work of the Supervisory Board was not 
remunerated separately. Members of the Management 
Board remunerations for carrying out their tasks 
totaled to 1.3 mio kroons in 2006.

4. Sales and development activities
In 2006, the most successful sales channel for the 
Company was AS Sampo Pank, based on sales results 
and profi tability. The sale of Company’s products via 
the bank’s sales network amounted to 74% of all new 
business and to 86% of premiums received on the basis 
of contracts concluded in 2006. The Company’s own 
personnel sold 900 new life insurance contracts. The 
Company concluded 180 new life insurance contracts 
via the sales network of AS If Eesti Kindlustus. 

Sampo Pank’s sales channel focused mainly on the 
conclusion of unit-linked life insurance contracts 
with regular payments; however, there was an 
increasing trend in the sale of unit-linked life insurance 
contracts with a single huge payment via the bank’s 
sales channel. Same priorities were set also for the 
Company’s own sales team. Main channel for the 
conclusion of contracts with life insurance cover was 
Sampo Pank. Most of these contracts were concluded 
by clients who had taken a loan from the bank, in order 
to insure the loan against death. 

In 2006, Sampo Elukindlustus drafted „5 principles 
of excellent customer service” and the following of 
these principles led to an approval in September 2006 
by a survey company Dive that performs independent 
surveys on customer service. Based on the Dive’s 
survey, Sampo Elukindlustus and If Eesti Kindlustus 
were nominated as leading providers of customer 
service among Estonian insurance companies. 

In 2006, Sampo Elukindlustus developed a package 
for raising funds for retirement (Sinu Tuleviku Fond 
– Your Future Fund) within the framework of unit-
linked life insurance product. As to the provision of 
investment solutions, the Company wishes to respond 
better to the needs of its clients with this package. 
The Company has formerly developed also a saving 
package for children (Lapse Tuleviku Fond – Child’s 
Future Fund), a package called Kuldsed Käed (Golden 
Hands) for increasing the loyalty of its business clients’ 
key employees, and a package of Personal Investment 
Insurance for clients who invest large amounts at a 
time.

In order to fi nd potential clients, the Company started 
to cooperate with AS If Eesti Kindustus in 2006, 
where the clients of If Eesti Kindlustus were invited to 
attend investment consultation at the offi ce of Sampo 
Elukindlustus. In addition, Sampo Elukindlustus and 
If Eesti Kindlustus share customer service premises 
in Pärnu and Jõhvi, where the Company’s life 
insurance consultants commenced their activities in 
the second half of 2006. The Company plans to open 
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similar representative offi ces together with If Eesti 
Kindlustus also in other Estonian towns, if possible.

5. Other activities
At the beginning of 2006, AS Sampo Elukindlustus 
together with its parent company commenced with 
active preparations in order to switch over to the new 
insurance basic software LIPE in 2007, replacing 
totally the present basic software BANKSYST. Due to 
this planned transition, several units of the Company 
were engaged in the development of LIPE and this 
engagement will continue until the transition. The 
transition to LIPE will be accompanied by a signifi cant 
increase in the Company’s operational expenditure, 
caused by license fees as well as by adjustment and 
testing costs of LIPE’s basic version. LIPE will be 
implemented step-by-step both in Finland and in 
Baltic countries. Common basic software enables 
the effective conclusion of new contracts, product 
development, administration of contracts and clients, 
collection of premiums, saving of information, etc. 

Another very important challenge for the Company 
was the preparation for establishing the European 
company though merging Baltic life insurance 
companies of Sampo Life. Preparation included 
both legal (applying for licenses together with the 
law offi ce Tark & Co in all three Baltic countries) 
and substantial (consolidation and harmonization 
of activities and processes in Estonia, Latvia and 
Lithuania) processes. Head offi ce of the European 
company will be in Estonia and Sampo Elukindlustus 
has therefore a major role to play in the preparation 
process. Attention was mainly focused on the 
development of common accounting rules and the 
negotiation of common technical procedures. Sampo 
Elukindlustus has gathered more experiences and 
skills in the implementation of IFRS, which turned 
out to be very useful in advising Sampo Life’s Latvian 
and Lithuanian colleagues in the ways how to take 
necessary steps in the implementation of IFRS. Both 
the Estonian leading consultant Rita Ilisson and the 
audit company Ernst & Young were involved in this 

preparation process.

The Company continued the development of Internet 
solutions for its clients’ life insurance contracts. The 
second phase of testing is in process and clients will 
have the possibility to see online the content of their 
contracts for the fi rst time in 2007. Until now, clients 
were only able to print out reports on the status of 
their contracts. 

As before, the external auditor of the Company was 
Ernst & Young Baltic AS. 

In 2006, the Company’s internal audits were carried 
out by AS PricewaterhouseCoopers as well as by Ellen 
Kass, who holds an auditor’s license and works in the 
internal audit department of the Sampo Pank.

The reinsurer of Sampo Elukindlustus is Sampo 
Life Insurance Company Ltd., who cooperates with 
Hannover Rueckversicherung AG.

6. Outlook for 2007
The most important projects of Sampo Elukindlustus 
in the fi rst half of 2006 are related to the 
accomplishment of the European company. The 
Company’s business name is changed to SE Sampo 
Life Insurance Baltic when the European company is 
established. The Company’s commercial register code 
remains unchanged. Home country of the Company 
will be Estonia and its head offi ce will be situated in 
Tallinn. The Company will do business in Latvia and 
Lithuania through its branches.

The Company’s Management Board will include four 
members – in addition to present members also 
Kristine Lomanovska and Rytis Ambrazevicius, heads 
of Latvian and Lithuanian branches. Minna Kohmo 
will continue her duties as the Chairman of the 
Supervisory Board, and Risto Honkanen and Sanna 
Rajaniemi will stay as members of the Supervisory 
Board.
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In 2007, fi rst common activities will be focused 
primarily on drafting the consolidated quarterly reports 
of Estonia, Latvia and Lithuania. A very important 
step in this process will be the adoption of a common 
accounting software Axapta in all three Baltic countries 
(Sampo Elukindlustus has been using Axapta since the 
beginning of 2006). This is preceded by the technical 
implementation of the software both in Latvia and 
Lithuania. Internal rules and regulations of common 
accounting will be concurrently implemented in all 
three countries. 

Sampo Life’s common investment management 
portfolio will be established in the fi rst quarter of 2007 
in cooperation with Sampo Baltic Asset Management 
AS. Sampo Life will have only two investment portfolios 
in the Baltic countries instead of former six portfolios. 
Investment portfolios will be merged due to the 
establishment of the European company. 

Preparation process for the transition to the new 
insurance basic software LIPE by the end of 2007 will 
be continued. The Company’s branches in Latvia and 
Lithuania will adopt LIPE in 2008 and 2009, respectively. 

The business focus will be as before on the sale of unit-
linked life insurance contracts with big installments in 
order to maintain the market position. The Company 
will continue its cooperation with the sales channels 
of AS Sampo Pank in this area. The Company wishes 

Imre Madison 
Chairman of the Management Board

In Tallinn, 13 April 2007

to ensure the satisfaction of its clients with the 
management of investments through unit-linked life 
insurance contracts, and will pay signifi cantly more 
attention to the regular disclosure of investment data 
needed by its clients and to maintaining actively its 
customer relationships. 

As to the conclusion of life insurance contracts with 
regular payments, the Company is implementing a 
simplifi ed sales procedure that should ensure an 
increase in the number of life insurance contracts 
concluded by tellers of Sampo Pank without causing a 
decline in the sales quality.

The Company will also continue to develop its 
own sales team. Cooperation projects that were 
initiated already in 2006 with If Eesti Kindlustus 
will be continued, i.e. referral of potential clients 
and establishment of new life insurance consultant 
positions in Estonian county centers.

Implementation of the forecast for 2007 economic 
results of Sampo Elukindlustus will be a challenge, as 
it will depend on the management of the Company’s 
investments and risks, the control of operational 
expenditure, as well as on the achievement of sales 
and marketing objectives. The biggest effect on the 
Company’s fi nancial results could continuously arise 
from the investments yield, which depends on the 
behavior of securities markets. 
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II. Annual accounts

1. Management Board declaration
The Management Board hereby declares its liability 
for the correctness of the AS Sampo Elukindlustus 
Annual accounts of 2006 on pages 10-48 and confi rms 
that, to the best of its knowledge:

Annual accounts have been compiled in accordance 
with international fi nancial reporting standards, 
adopted by the European Union;

Annual accounts correctly and justly refl ect the 
fi nancial state, economic results and cash fl ows of 
AS Sampo Elukindlustus;

All known facts that have occurred up to the date 
of Annual accounts, i.e. 23.03.2007, have been duly 
taken into account and presented therein;

AS Sampo Elukindlustus is a continuously operating 
business entity.

•

•

•

•

Imre Madison
Chairman of the Management Board

Erkki Sadam
Member of the Management Board

Kristine Lomanovska
Member of the Management Board

Rytis Ambrazevicius
Member of the Management Board
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2. Balance sheet / in Estonian kroons

ASSETS 31.12.2006 31.12.2005* Notes
Cash and its equivalents 4 718 696 1 693 958

Reinsurance receivables 836 623 106 087 III.4

Financial assets at fair value through profi t and loss 637 901 160 322 810 553 III.5

Financial assets at amortized cost 480 975 189 872 III.6

Accrued income and prepaid expenses 407 051 322 705 III.7

Tangible assets 109 517 330 536 III.8

Intangible assets 9 851 490 987 988 III.9

TOTAL ASSETS 654 305 512 326 441 699 

LIABILITIES AND OWNER’S EQUITY
Insurance payables 1 069 271 1 133 503 III.10

Accrued expenses and deferred income 5 100 420 2 634 409 III.11

Financial liabilities from insurance contracts 539 766 008 225 213 540 III.12

Liabilities arising from insurance provisions 81 011 496 66 298 624 III.13

Total liabilities 626 947 195 295 280 076

Share capital 20 000 000 20 000 000

Share premium 10 000 000 10 000 000

Legal reserve 365 017 365 017

Retained profi ts -3 006 700 796 606

Total owner’s equity 27 358 317 31 161 623 III.14

TOTAL LIABILITIES AND OWNER’S EQUITY 654 305 512 326 441 699

 * Data of 2005 has been adjusted; additional information is presented in the note III.1.2.

Notes on the accounts presented on pp 15 – 48 form an integral part of the Annual accounts.
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3. Income statement / in Estonian kroons

2006 2005* Notes
Gross premiums 29 868 304 28 666 260 III.15

Reinsurers’ share in gross premiums -1 793 570 -1 619 499  III.16

Net premiums 28 074 734 27 046 761

Fee income 7 010 907 4 496 153 III.12, III.17

Investment income 3 843 800 3 129 553 III.18

Fair value gains and losses 1 143 436 2 752 937 III.19

Realized gains 154 369 3 496 015 III.20

Other income 2 816 519 1 261 768

Other revenue 14 969 031 15 136 426

Paid insurance claims net of reinsurance and claims handling 
costs related to payments

-5 214 823 -2 878 482

Increase of technical provisions net of reinsurance -14 652 630 -16 810 409

Net insurance claims -19 867 453 -19 688 891 III.21

Change in value of unit-linked life insurance contracts 2 411 400 -414 479 III.22

Change in value of fi nancial liabilities from insurance contracts 
with guaranteed interest

-1 775 838 -1 721 120 III.12

Acquisition costs -14 760 294 -11 168 618

Administrative expenses -10 247 022 -8 534 930

Investment expenses -1 404 416 -699 251

Other expenses -1 203 448 -753 173

Expenses -27 615 180 -21 155 972 III.23

Loss for the accounting year -3 803 306 -797 275

 

* Data of 2005 has been adjusted; additional information is presented in the note III.1.2.

Notes on the accounts presented on pp 15 – 48 form an integral part of the Annual accounts.
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4. Cash-fl ow statement / in Estonian kroons

2006 2005* Notes
Cash fl ow from business activities

Premiums received 26 830 119 26 267 439

Infl ows of fi nancial liabilities 308 517 173 137 439 827

Paid claims and claims handling costs related to payments -5 527 227 -3 005 815

Outfl ows of fi nancial liabilities -38 767 013 -13 407 201

Payments of reinsurance -581 838 -773 223

Expenses -21 794 376 -18 983 660

Other revenue and other expenses 100 779 -224 050

Total 268 777 617 127 313 317

Cash fl ow from investment activities

Purchase of shares and investment fund units -725 007 674 -262 053 300

Proceeds from sale of shares and investment fund units 475 428 600 149 204 033

Purchase of bonds and other fi xed rate securities -72 243 096 -56 664 850

Proceeds from sale of bonds and other fi xed rate securities 58 528 196 32 358 081

Investments in term deposits -4 466 957 -3 994 000

Proceeds on term deposits 8 460 957 9 465 000

Purchase of tangible and intangible assets -9 643 641 -1 032 018 III.8, III.9

Received interest 4 232 743 3 099 674

Received dividends 362 409 277 205

Investment expenses -1 404 416 -699 251 III.23

Total -265 752 879 -130 039 426

TOTAL CASH FLOW 3 024 738 -2 726 109

* Data of 2005 has been adjusted.

Notes on the accounts presented on pp 15 – 48 form an integral part of the Annual accounts.
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5. Statement of changes in owner’s equity / in Estonian kroons

Share 
capital

Share 
premium

Legal 
reserve

Retained 
profi ts

Total 
owner’s 

equity
As at 31.12.2004 20 000 000 10 000 000 80 071 1 878 827 31 958 898

Transfer to legal reserve 0 0 284 946 -284 946 0

Loss for 2005 0 0 0 -797 275 -797 275

As at 31.12.2005 20 000 000 10 000 000 365 017 796 606 31 161 623

Loss for the accounting period 0 0 0 -3 803 306 -3 803 306

As at 31.12.2006 20 000 000 10 000 000 365 017 -3 006 700 27 358 317

* Data of 2005 has been adjusted; additional information is presented in the note III.1.2.

Notes on the accounts presented on pp 15 – 48 form an integral part of the Annual accounts.



AS Sampo Elukindlustus
Annual Report 2006

15

III. Notes on the accounts

1. Accounting policies
1.1. Basis of preparation 
2006 Annual accounts of AS Sampo Elukindlustus 
have been prepared in accordance with International 
Financial Reporting Standards (IFRS). International 
Financial Reporting Standards are standards and 
interpretations issued by the International Accounting 
Standards Board that have been adopted by the 
European Union. 

Annual accounts have been drawn up by using 
the principle of acquisition cost, except for certain 
fi nancial assets that are refl ected in their fair value 
with changes through the profi t and loss. 

Preparation of fi nancial reports in conformity with 
international fi nancial reporting standards requires 
the adoption of decisions based on estimates and 
assumptions. The adopted decisions and estimates 
affect the Company’s assets, liabilities, income and 
expenses presented as at balance day. Although 
the estimates and decisions are based on the best 
knowledge of the management, the subsequent 
actual result may be different.

Annual accounts are presented in Estonian kroons, 
rounded off to full kroons, unless stated otherwise.

Pursuant to the Commercial Code of the Republic of 
Estonia, annual report including also annual accounts 
prepared by the Management Board and approved 
by the Supervisory Board is approved by the General 
Meeting of Shareholders. Shareholders are entitled 
to refrain from approving the annual report prepared 
and approved by the Management Board and to 
request the preparation of a new report.

New IFRS standards adopted during the fi nancial year 

The Company has adopted, were appropriate, the 

standards listed below that became effective during 
the fi nancial year. Reference data has been adjusted, 
if necessary, to ensure their conformity with the 
presentation of statements of this year. These 
standards are as follows:

IAS 19 Employee Benefi ts – Actuarial Gains 
and Losses, Group Plans and Disclosures 
(amendments);

IFRIC 4 Determining whether an Arrangement 
contains a Lease;

IFRS 6 Exploration for and Evaluation of Mineral 
Resources;

IFRIC 5 Rights to Interests Arising from 
Decommissioning, Restoration and Environmental 
Funds;

IFRS 4 Insurance Contracts – Financial Guarantee 
Contracts (amendments);

IAS 39 Financial Instruments: Recognition and 
Measurement (amendments);

IAS 1 Presentation of Financial Statements 
(amendments).

The adoption of new and amended standards does not 
affect the Company’s owner’s equity as at 31.12.2006.

New IFRS standards and interpretations

New or amended standards and interpretations, 
adopted by the European Union by the balance day of 
this report but entering into force after the balance 
day, have no effect on the accounting policies applied 
by the Company. These standards are as follows:

IFRS 7 Financial Instruments: Disclosures;

IAS 1 Presentation of Financial Statements 
(amendments);

IFRS 8 Operating Segments;

•

•

•

•

•

•

•

•

•

•
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IFRIC 7 Applying the Restatement Approach under 
IAS 29 Financial Reporting in Hyperinfl ationary 
Economies;

IFRIC 8 Scope of IFRS 2;

IFRIC 9 Reassessment of Embedded Derivatives;

IFRIC 10 Interim Financial Reporting and 
Impairment;

IFRIC 11 IFRS 2 – Group and Treasury Share 
Transactions;

IFRIC 12 Service Concession Arrangements.

•

•

•

•

•

•

in Estonian kroons 2005 2005*
Effect of 
changes 

Adjusted items in Income statement

Gross premiums 163 576 093 28 666 260 -134 909 833

Fee income 0 4 496 153 4 496 153

Total fair value gains and losses, incl. 22 095 227 2 752 937 -19 342 290

shares, investment fund units, bonds and other

fi xed rate securities 2 752 937 2 752 937 0

investments of unit-linked life insurance 

contracts 19 342 290 0 -19 342 290

Paid insurance claims net of reinsurance and claims 
handling expenses related to payments

-16 285 683 -2 878 482 13 407 201

Total increase of technical provisions net of reinsurance, incl. -155 294 777 -16 810 409 138 484 368

increase of insurance provisions -28 448 869 -16 834 909 11 613 960

increase of provisions from unit-linked life 

insurance contracts -126 870 408 0 126 870 408

reinsurers’ share in insurance provisions 24 500 24 500 0

Total change in value of liabilities from unit linked 
insurance contracts, incl.

0 -414 479 -414 479

change in value of investments of unit-linked 

life insurance contracts 0 19 342 290 19 342 290

change of value of fi nancial liabilities from unit-

linked life insurance contracts 0 -19 756 769 -19 756 769

Change in value of fi nancial liabilities from insurance contracts 
with guaranteed interest

0 -1 721 120 -1 721 120

Net loss for 2005 -797 275 -797 275 0

Adjusted items in Balance sheet 31.12.2005 31.12.2005*

Financial liabilities from insurance contracts 0 225 213 540 225 213 540

Technical provisions 291 512 164 66 298 624 -225 213 540

The Company makes arrangements for the effect that 
new and amended standards and implementations 
potentially have on fi nancial statements.

1.2. Changes in accounting policies and 
presentation 
In comparison with the previous published annual 
accounts, the Company has made changes to both its 
accounting policies and presentation. Changes are 
within the policies acceptable under IFRS 4, but these 
changes do not affect the Company’s profi t of 2005 or 
its owner’s equity as at 31.12.2005.

The effect of changes is presented in the table below.
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IFRS 4 requirements allow in some cases discretion 
in unbundling the deposit component. To ensure as 
uniform presentation as possible (both in the market 
as a whole and within the Company’s portfolio of 
similar contracts), we have used an approach generally 
accepted by the supervisors and market players. After 
the revision of classifi cation, all contracts sold by 
the Company are still being classifi ed as insurance 
contracts, though stated bonuses and the saving part 
of fl exible contracts have been unbundled as deposit 
components. 

As a result, this part of unit-linked life insurance 
contracts, the fi nancial risk whereof is borne by 
policyholders, is classifi ed as a deposit component 
of saving insurance contracts since 2006. Stated 
excess profi t of all insurance contracts is reclassifi ed 
from technical provisions to fi nancial liabilities and 
recognized under the balance sheet item „Financial 
liabilities from insurance contracts”. Due to this, 
the 2005 balance sheet item „Liabilities arising from 
insurance provisions” has been decreased by 225.2 
mio kroons and the item „Financial liabilities from 
insurance contracts” increased by the same amount.

Unbundling caused also changes in the accounting of 
income. The part of premiums paid for the insurance 
risk of unbundled insurance contracts is recognized 
in the income statement as gross premiums. The part 
of premiums that is related to the deposit component 
of unbundled insurance contracts is recognized as 
fi nancial liabilities and not as income (except fees 
from the sale and administration of contracts). In 
2006, all premiums collected were recognized as gross 
premiums and thus the 2005 income statement has 
been adjusted as follows: gross premiums have been 
decreased by 134.9 mio kroons (fi nancial liabilities 
were increased by the same amount; see the note 
12). Fee income (4.5 mio kroons) has been presented 
separately, though in 2005 income statement it was 
recognized under the change in technical provisions.

Presentation of paid claims was changed as a result 

of unbundling the deposit component. Payments 
from insurance contracts that are recognized in the 
balance sheet as fi nancial liabilities are a decrease of 
liabilities and not an expense. Due to this, the amount 
of paid insurance claims in 2005 income statement was 
decreased by 13.4 mio kroons and recognized in the 
balance sheet as a decrease of fi nancial liabilities (see 
the note 12).

The change in the value of unit-linked life insurance 
contracts refl ects both the increase of fi nancial 
liabilities from life insurance contracts and the change 
in the value of respective investments (see the note 22). 

In 2006, the presentation of balance sheet has been 
changed as follows. Investments and unit-linked 
life insurance investments have been recognized as 
fi nancial assets at fair value through profi t and loss. 
Receivables from direct insurance activities and other 
receivables have been recognized as fi nancial assets at 
amortized cost.

1.3. Presentation of transactions in foreign 
currency 
The accounting currency of the Company is Estonian 
kroon. All other currencies are deemed as foreign 
currency.

Transactions in foreign currency are recognized at 
offi cial exchange rates of the Bank of Estonia at the 
date of transaction. Monetary assets and liabilities 
fi xed in foreign currency are re-evaluated into Estonian 
kroons on the balance day on the basis of offi cial 
exchange rate of the Bank of Estonia valid on the 
balance day.

Income and expenses arising from re-evaluation are 
recognized in the income statement of the accounting 
period.

1.4. Cash and its equivalents 
Cash and its equivalents include bank accounts, 
demand deposits, short-term deposits (with maturity 
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up to 3 months) and money market fund shares that 
have no material market value change risk. The 
Company has no cash in hand. 
Cash-fl ow statement is prepared on the basis of direct 
method. 

1.5. Financial assets
Financial assets include cash, short-term fi nancial 
investments, receivables from clients and other short- 
and long-term receivables.

Financial assets of the Company are divided into the 
following categories:

Financial assets measured at fair value through 
profi t and loss,
Loans and receivables,
Investments held until redemption,
Financial assets to be sold. 

In the accounting period the Company had no fi nancial 
assets held until redemption or to be sold. 

Reinsurance receivables are recognized in the balance 
sheet and their calculation principles are described 
separately, although they are considered to be 
fi nancial assets (see point 1.6).

Sale and purchase of fi nancial assets is recognized on 
the value date of respective transactions. 

Financial assets are recognized at their acquisition 
cost, which is the fair value of payment made for 
the assets. Initial acquisition cost includes all direct 
transaction costs related to the acquisition of assets, 
except expenses related to the acquisition of fi nancial 
assets measured at fair through profi t and loss.

Recognition of fi nancial assets in the balance sheet will 
come to an end if the Company loses its contractual 
rights to cash fl ows arising from fi nancial assets or if 
it transfers these cash fl ows and most of the risks and 
benefi ts related to fi nancial assets to a third party. 

•

•
•
•

There is no major difference between the book value 
and the fair value of fi nancial assets (except for 
receivables from insurance contracts). 

1.5.1. Financial assets measured at fair value 
through profi t and loss 
Financial assets measured at fair value through profi t 
and loss include fi nancial investments and investments 
related to unit-linked life insurance contracts.

In order to classify fi nancial assets as fi nancial assets 
measured at fair value through profi t and loss they 
must fulfi ll the following criteria:

They must have been acquired for trading;

The Company has classifi ed them as such in order 
to ensure the adequacy of fi nancial data.

Financial assets not acquired for trading may be 
classifi ed as such if:

This allows to eliminate inconsistencies in the 
recognition of income and expenses that arise from 
the measurement of assets and related liabilities, 
i.e. if this decreases the so-called accounting 
discrepancies; or 

The portfolio of fi nancial assets is managed as a 
whole and the results are measured at fair value 
in accordance with recorded risk management 
or investment strategies and the respective 
information is also submitted to the senior 
management.

If an owner’s equity instrument has no active stock 
market price and its fair value can not be measured 
with certain credibility, the fair value can not be used.

Financial assets recognized at fair value are re-
evaluated on each balance day based on their current 
fair value, whereas not deducting potential transaction 
costs arising out of the sale of assets.

Fair value of fi nancial assets is based on prices quoted 

•

•

•

•
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on active market. In case of securities listed in stock 
exchange, the Company uses closing prices of balance 
day and offi cial exchange rates of the Bank of Estonia; 
however, in case of securities that are not listed, the 
Company uses all information available to it in respect 
of the value of investment. 

Profi t and loss arising from changes in fair value is 
recognized in the income statement under the item 
“Fair value gains and losses”. Profi t and loss from 
the sale of investments is recognized in the income 
statement under the item “Realized gains”. Income 
from interests and dividends arising from respective 
securities is recognized in the income statement under 
the item “Investment income”. 

1.5.2. Receivables 
Receivables are fi nancial assets with fi xed or 
determinable payments that are not derivative 
instruments and that are not listed in active market 
nor acquired by the Company for trading. After 
initial recognition, receivables are recognized at 
their adjusted acquisition cost by using the method 
of internal interest rate. Short-term receivables are 
recognized in the balance sheet at their nominal value 
that is usually equal to the adjusted acquisition cost of 
the receivable.

A receivable is recognized as unlikely recoverable if the 
Company has got objective proof about the occurrence 
of loss.

Receivables include also receivables from 
direct insurance activities, i.e. receivables from 
policyholders. Receivables are presented in their 
net amount, i.e. deducting unlikely recoverable and 
irrecoverable amounts. Receivables not recovered 
have been assessed separately, i.e. the probability 
of collection is assessed for each receivable. 
Receivables considered unlikely recoverable have 
been deducted from the balance sheet and the income 
of the accounting period has been decreased by the 
respective amount. 

1.6. Reinsurance receivables
Reinsurance receivables include reinsurer’s share 
in the outstanding claims provision, still unsettled 
reinsurer’s share in commission fees, paid claims and 
direct claims handling costs. Reinsurance receivables 
are essentially fi nancial assets, but they are recognized 
in the balance sheet layout separately from other 
fi nancial assets.

1.7. Tangible assets
Tangible assets are registered in the accounting 
documents at their acquisitions cost, which consists 
of purchase price and expenses directly related to 
the purchase. Tangible assets are presented after 
their initial recognition at the acquisition cost less 
accumulated depreciation as well as loss arising from 
the decrease in value. The absorbed depreciation is 
recognized as expenditure of the accounting period in 
the income statement under items “Acquisition costs” 
and “Administrative expenses”.

Management decides on each balance day whether 
there are any sings indicating to the decrease in value. 
In case of doubts that the value of an asset may drop 
below its book value, a test of recoverable amount is 
performed. Recoverable amount of an asset in equal 
to the higher of two fi gures: fair value of an asset (less 
selling expenses) or service cost calculated on the 
basis of discounted cash fl ow. If the test reveals that 
the recoverable amount of an asset is lower that its 
book value, the value of the asset is written down to its 
recoverable amount. This is recognized as expense of 
the accounting period.

If the test of recoverable amount performed on 
assets that were written down earlier reveals that the 
recoverable amount is higher that the residual book 
value, the former write-down is cancelled and the book 
value of the asset is increased. 

Tangible assets are generally assets with a service 
life of at least a year and with an acquisition cost of 
over 15 646 kroons (EUR 1000). Assets with lower 
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acquisition cost or shorter service life are written 
off when taken into use and they are accounted off-
balance sheet. Tangible assets are depreciated on the 
basis of straight-line method over 2-5 years depending 
on their service life. 

Recognition of a tangible asset is ended when the asset 
is sold or if the Company expects no fi scal advantages 
any more from the use or sale of the asset. Profi t and 
loss arising from the termination of recognition is 
recognized in the income statement of the period when 
the recognition was ended. 

1.8. Intangible assets
Intangible assets are registered in the accounting 
documents at their acquisition cost, which consists of 
purchase price and expenses directly related to the 
purchase. Any further recognition depends on whether 
the asset’s lifetime is fi xed or not. Intangible assets 
with fi xed lifetime are recognized at their acquisition 
cost less accumulated depreciation and accumulated 
loss from the decrease in value. Absorbed depreciation 
is recognized as expense of the accounting period in 
the income statement under items “Acquisition costs” 
and “Administrative expenses”.

Where there is a doubt that the value of an intangible 
asset may have decreased, a test of recoverable 
amount is performed according to the same criteria as 
in case of tangible assets. 

Intangible assets include acquired licenses and 
software (at the cost of over 15 646 kroons or 
EUR 1000). Intangible assets are depreciated on the 
basis of straight-line method over three to ten years.

Intangible assets with unfi xed useful lifetime are 
not depreciated; nevertheless, a test of recoverable 
amount must be performed on each balance day 
in order to check their value. The Company had no 
intangible assets with unfi xed useful lifetime in the 
accounting period and in the reference period.

Development costs include expenses made in 

the course of implementing research results for 
developing new specifi c products and services. If 
the Company has got an implementation plan for 
the project and if it is possible to evaluate the future 
income from intangible assets, development costs are 
capitalized. 

The Company had no development costs in the 
accounting period.

1.9. Financial liabilities
Financial liabilities include accounts payable to 
suppliers, accrued expenses and other short- and 
long-term liabilities. Financial liabilities are registered 
in accounting documents at their acquisition cost, 
which is the fair value of payment received for a 
fi nancial liability. Financial liabilities are further 
recognized at amortized cost, using an effective 
interest rate. 

Short-term fi nancial liabilities are recognized in the 
balance sheet because an amount to be paid as the 
amortized cost of short-term fi nancial liabilities is 
usually equal to their nominal value. 

Recognition of a fi nancial liability is ended if it has 
been performed, cancelled or lapsed.

There is no major difference between the book value 
and the fair value of fi nancial liabilities (except for 
liabilities from insurance contracts). 

1.10. Recognition of insurance contracts and 
investment contracts 
1.10.1. Classifi cation
Insurance contracts are recognized in accordance 
with IFRS 4. Pursuant to this standard, insurance 
contracts must be classifi ed for fi nancial reporting 
as insurance contracts or investment contracts. They 
are both types of life insurance in the meaning of the 
Insurance Activities Act, corresponding to Article 13 
thereof. Pursuant to the standard, only contracts where 
a signifi cant insurance risk has been accepted must be 
classifi ed as insurance contracts. Investment contracts 
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are contracts where no signifi cant insurance risk has 
been accepted. Once a contract has been classifi ed 
as an insurance contract, it shall remain as such until 
the expiry. Other contracts shall be tested on a regular 
basis. 

Discretionary participation feature (DPF) is the 
policyholder’s contractual right to receive additional 
benefi ts as a supplement to guaranteed benefi ts. 
Additional benefi ts are the bonus (additional interest) 
paid into the policyholder’s reserve or together with 
the insurance indemnity paid out upon death. Estonian 
legislation does not provide the specifi c share of 
profi t to be divided. In accordance with the Company’s 
business plan for distribution of profi ts, the calculation 
of a profi t sharing rate for a specifi c contract group is 
based on previous year’s fi nancial results as a whole, 
investment result, the profi tability of the contract 
group throughout the duration of contracts, incl. 
profi tability of previous and future periods, amount of 
guaranteed interest, overall investment environment, 
profi tability of life insurance companies and other 
similar fi nancial products, solvency and other relevant 
data. Profi t sharing of a specifi c contract is found as 
an amount on the basis of the profi t sharing rate and 
an average reserve calculated based on end results of 
fi nancial year’s calendar months.

The goal of the Sampo Group is to make sure that the 
yield of contracts with profi t sharing, before fees and 
taxes, would be at least on the level of the Finnish 
government’s long-term bond. Yield takes into account 
both guaranteed and additional interest (bonuses). 
The amount of distributed profi ts is decided by the 
Company’s General Meeting of Shareholders after the 
approval of fi nancial year.

Liabilities from insurance contracts and selective 
profi t-sharing contracts may be recognized in the 1st 
stage pursuant to previous local practice.

Sampo has classifi ed all contracts sold as insurance 
contracts, since they sustain or may sustain a 
signifi cant risk in case the policyholder exercises his/

her right to change the contract in order to increase 
the insurance risk. 

1.10.2. Assessment of insurance contracts 
Previous accounting principles are applied to all 
insurance contracts and profi t-sharing investment 
contracts, but not to the deposit component separated 
from the main contract. 

Since 2006, the Company has separated and 
individually measured stated bonuses and deposit 
components of all fl exible contracts. This includes the 
part of unit-linked life insurance contracts and saving 
insurance contracts related to their surrender value, 
i.e. the part related to investment reserve and saving 
reserve pursuant to general terms and conditions of 
insurance contracts. In order to ensure the uniform 
accounting of similar contracts, insurance and deposit 
components are separated and always separately 
accounted for (i.e. deposit component is recognized 
as fi nancial instrument), without determining the 
materiality threshold of the insurance component for 
each specifi c contract. 

The Company does not separate the deposit 
component of traditional profi t-sharing contracts 
(endowment insurance, insurance for children), as the 
standard allows them to be accounted for as before.

1.10.3. Liabilities from insurance contracts 
and relevant reinsurance assets 
Liabilities from insurance contracts include life 
insurance provision, provision for future bonuses and 
outstanding claims provision. The separated deposit 
component is recognized as a fi nancial liability.

Life insurance provision includes in the balance sheet 
those liabilities to policyholders that are classifi ed 
as insurance contracts under IFRS 4 and related to 
the insurance component in case of unbundling the 
deposit component of a contract, including the risk 
premium’s provision for unearned premiums. Life 
insurance provision is calculated separately for each 
contract in force, subject to the technical business 
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plan of the respective life insurance class, approved 
by the Financial Supervision Authority. A number of 
assumptions are used when assessing the liabilities, 
such as assumptions for mortality, investment yield 
and future administrative expenses. The same interest 
rate (3.5%) that is used for the calculation of premiums 
and guaranteed surrender values for policyholders is 
also used for discounting. This rate of 3.5% is also the 
maximum allowed annual guaranteed interest rate used 
in the calculation of life insurance provision pursuant 
to the Regulation No 3 of the Minister of Finance of 
7 January 2005. Provision for unearned premiums is 
calculated under pro rata temporis method. It does 
not include the saving reserve of saving insurance 
any more, as this reserve is transferred to fi nancial 
liabilities. There is no reinsurance part in the life 
insurance provision, since the purchase of reinsurance 
cover is based on a current calendar month and it is 
also risk-based, taking into account the current age of 
insured persons.

Provision for future bonuses includes addition 
profi ts that may be stated in future for the benefi t of 
policyholders or contractual benefi ciaries in addition to 
the guaranteed profi t.

Outstanding claims provision includes the amount that 
has been allocated for covering eventual or estimated 
payments of sums insured and indemnities (incl. claims 
handling costs), arising from insured events that have 
occurred prior to the balance day. Outstanding claims 
provision includes also the provision for occurred but 
not yet reported claims, assessed on the basis of earlier 
statistics. The separated deposit component in not 
included in the outstanding claims provision as before, 
but is recognized as a fi nancial liability. Reinsurers’ 
share in estimated losses is recognized as reinsurance 
assets. 

Financial liabilities include the following:

All bonuses stated for contracts. Formerly a part 
of bonuses was recognized under the provision for 
bonuses and another part under the life insurance 

•

provision.

Financial liabilities from unit-linked life insurance 
contracts where risk is borne by policyholders and 
the amount of which is directly related to the change 
in underlying assets’ profi tability and value pursuant 
to the contract. Formerly this was recognized under 
the technical provision for unit-linked life insurance 
contracts (an investment reserve for a client).

Financial liabilities from other insurance contracts 
in force, including the saving reserve shown to 
the client that is calculated for each contract in 
accordance with the technical business plan and 
price list. Formerly this was recognized under the 
life insurance provision.

Financial liabilities covering pending payments. 
Formerly such amounts were recognized under the 
outstanding claims provision.

Former reference data has been reassessed in 
accordance with the change in defi nitions (see the note 
1.2).

1.10.4. Liability adequacy test 
Provisions calculated in accordance with the business 
plan are based on fi xed and rather conservative 
assumptions about future deaths, investment yield, 
expenses and cancellations. A liability adequacy test 
is performed once a year in order to test whether the 
provisions calculated pursuant to the business plan 
are adequate also in the light of current assumptions. 
Liabilities calculated in the test are the discounted 
value of payments to be made under the contract 
in future (insurance indemnities, expenses), less 
the discounted value of insurance premiums to be 
collected from policyholders in future. 

If provisions are deemed to be adequate, they are not 
changed.
If provisions are not adequate, liabilities have been 
assessed on the basis of new assumptions, without 
accounting for an extra risk that the assumptions may 
differ from reality. The change is thus asymmetrical. 

•

•

•
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So-called better assessments cause no change in the 
income statement, worse assessments though do.

1.11. Legal reserve
Pursuant to the Commercial Code, the Company 
allocates each year at least 5% of its net profi t into the 
legal reserve until the reserve amounts to at least 10% 
of share capital. The legal reserve is not paid out as 
dividends, however, it can be used to cover losses and 
increase the share capital.

1.12. Income
1.12.1. Gross premiums 
Gross premiums include the part of received or 
outstanding insurance premiums or premium 
installments related to insurance contracts or to the 
insurance component thereof (in case of unbundling 
the deposit component), where the due date is in the 
accounting period. Insurance premiums are recognized 
as prepayments when they are received after the 
balance day. Due date shall mean the latest date under 
the insurance contract. Installments of contracts 
with fl exible payment schedule are recognized when 
received.

In case of insurance contracts with unbundled deposit 
component (incl. unit-linked life insurance contracts), 
only premiums received and outstanding for covering 
the insurance risk are recognized as gross premiums.

Some clients wish to transfer amounts from one 
insurance contract into another insurance contract. 
There is no real outfl ow or infl ow of money and the 
income statement will recognize the expense as paid 
claim and income as gross premium. This is the reason 
why the premiums received recognized in the cash 
fl ow statement and gross premiums recognized in the 
income statement are not comparable. The difference 
is also caused by the due date of recognition. The same 
applies to paid claims.

In the note on the annual accounts, insurance 
premiums have been divided into two: regular 
premiums and single premiums. All premiums from 

fl exible contracts are recognized as regular premiums 
because clients are entitled to pay unlimited additional 
premiums.

Insurance premiums have further been divided on the 
basis of profi t sharing. Profi t-sharing products are 
the following: endowment insurance, insurance for 
children and saving insurance. Other products do not 
share profi t, e.g. term and whole life insurance, loan 
insurance, investment insurance and supplementary 
accident insurance. 

1.12.2. Fee income
Fee income includes acquisition costs and 
administrative expenses that have been discounted 
from the unbundled deposit component of insurance 
contracts (incl. unit-linked life insurance) in 
accordance with price lists. Fee income is recognized 
when earned based on the date of transaction.

1.12.3. Investment income
Interest income is recognized when earned based 
on the effective interest rate. Dividend income is 
recognized when received.

1.12.4. Other income 
Other income includes commission fees for the 
intermediation of insurance contracts of other 
insurers, commission fees for the intermediation of 
investment funds, and also unrealized profi t from the 
re-evaluation of foreign currency on the basis of the 
offi cial exchange rate of the Bank of Estonia valid on 
the balance day, as well as other income. 

1.13. Paid insurance claims and claims 
handling costs 
Paid insurance claims include the part of indemnities 
paid for insured events (death, disability caused by 
accident and benefi ts for the temporary incapacity 
for work caused by accident) during the accounting 
period that is related to insurance contracts or to 
the insurance component (in case of insurance 
contracts where the deposit component is unbundled), 
compensations for contract expiry, surrender amounts 
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in case of cancellation and claims handling costs. 

Claims handling costs include direct and estimated 
administrative expenses that are related to paid claims 
and fi nancial liabilities, fees of loss adjusters and 
contract administrators together with taxes related 
thereto, as well as expert fees.

1.14. Expenses
Operating expenses are broken down to acquisition 
costs, administrative expenses, investments expenses, 
expenses related to payments and other expenses. 
The general principle of distributing expenses among 
entries of the income statement is as follows: those 
costs which can be precisely identifi ed (personnel 
expenditure, transportation costs, communication 
costs, commission fees to intermediaries, etc.) are 
directly shown under the respective item. Where 
expenses can not be precisely identifi ed (offi ce 
expenses, expenses on premises, etc.), the pro rata 
distribution method is used.

Acquisition costs are related to the sale of insurance 
contracts. Acquisition costs include direct costs, e.g. 
commission fees to intermediaries, costs arising from 
the paperwork in respect of insurance documents 
or from the inclusion of contracts to the portfolio, as 
well as expenses of employees directly involved in 
the conclusion of contracts, and indirect costs such 
as advertising costs and administrative expenses for 
issuing policies.

Administrative expenses are related to premium 
collection, portfolio administration, handling of 
bonuses and benefi ts. Administrative expenses include 
expenses related to insurance activities that are not 
included in acquisition costs, claims handling costs, 
investment expenses or other expenses.

Other expenses are made in the interests of the 
Company as a whole, e.g. fees of auditors and tax 
consultants, supervision costs and payments to 
professional associations. Other expenses also include 
unrealized loss from the re-evaluation of foreign 

currency on the basis of the offi cial exchange rate of 
the Bank of Estonia valid on the balance day.

Expenses related to payments – see point 1.13.

Investment expenses include expense related to 
the administration and management of investment 
portfolio, transaction costs arising from the acquisition 
of fi nancial assets as well as other investment 
expenses.

1.15. Calculation of lease
Financial leasing includes lease transactions where 
all risks and benefi ts associated with the ownership of 
property are transferred to the lessee. All other lease 
transactions are recognized as operational leasing. 

Property acquired at terms and conditions of fi nancial 
leasing is reported in the balance sheet of the lessee 
at fair value or at present value of minimum lease 
payments (in case the latter is lower). Depreciation 
period of property acquired at terms and conditions of 
fi nancial leasing is either the property’s useful life or 
the lease period, depending on which one is shorter.

Property sold at terms and conditions of fi nancial 
leasing is reported in the balance sheet of the lessor 
as a claim in the amount of net investment made into 
the fi nancial lease. Lease payments are divided into 
fi nancial expenses/income and payment of lease/lease 
claim in such a manner that the interest would be the 
same at any given time.

Payments under operational lease are recognized 
linearly during the lease period as income by the lessor 
and as expenditure by the lessee.

1.16. Corporate income tax 
Pursuant to the valid Estonian legislation, corporate 
profi t is not subject to taxation, which is the reason 
why there are no deferred income tax claims and 
obligations. Instead of profi ts, Estonia applies income 
tax to dividends paid out of retained profi ts. As of 
1 January 2007, the income tax rate is 22/78 of net 
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dividends (23/77 until 31 December 2006). Corporate 
income tax on dividends is recognized as corporate 
income tax expense in the income statement of the 
period when dividends were declared, irrespective of 
the period for which the dividends were declared or the 
moment when the dividends are paid.

The Company’s retained loss amounted to 3 006.7 
thousand kroons as at 31.12.2006 (retained profi t 796.6 
thousand kroons as at 31.12.2005). 

2. Management’s assessments
2.1. Classifi cation of contracts
Pursuant to IFRS 4, AS Sampo Elukindlustus has 
issued insurance contracts, since these contracts 
sustain or may sustain signifi cant risk in case a 
policyholder exercises his/her right to change the 
contract in order to increase the insurance risk.

Since 2006, the Company has separated and 
individually measured deposit components of all 
fl exible contracts. This includes the part of unit-linked 
life insurance contracts and saving insurance contracts 
related to their surrender value, i.e. the part related 
to investment reserve and saving reserve pursuant to 
general terms and conditions of insurance contracts.

In order to ensure the uniform accounting of similar 
contracts, deposit component is always separated and 
recognized as a fi nancial asset, without determining 
the materiality threshold of the insurance component 
for each specifi c contract. Past data on deposit 
component has sometimes been restored using the 
assessment, in case there has been no exact source 
data saved. Assessment error is insignifi cant.

2.2. Liability adequacy test 
a) Setting of assumptions and changes in assumptions

Principal assumptions are as follows:

Mortality 

The mortality table of 2005 compiled by the Statistical 

•

Offi ce has been used as the basis, corrected pursuant 
to experiences and statistical methods of the Company 
and Sampo Group. Mortality rates have decreased in 
all age groups when compared with 2004 data used in 
the test of 2005. Decreasing effect of risk assessment 
on basic mortality has not been changed; the rate 
is estimated to be 50% of basic mortality in the fi rst 
insured year and it will decrease linearly to 25% by the 
sixth insured year.

Premature cancellation of contracts

This is based on the Company’s own statistics, 
adjusted by expected future trends and taking into 
account the activities and strategy of the Company. 
This is determined separately for each product 
group and is dependent on insured year. Due to 
additional information, assumptions have been 
changed compared to the previous year. As to the 
saving insurance, expected cancellation rate has 
been increased from insured year to insured year. In 
other product classes the cancellation rate has mostly 
been decreased. Cancellation rates fall into the range 
1.2-14.0% in a year, depending on the product group 
and insured year. Cancellation rate shows how many 
contracts of those in force at the beginning of insured 
year will be cancelled by the end of the next insured 
year. Cancellation rate is higher during fi rst insured 
years and in case of term and whole life insurance 
contracts.

Investment yield

This is based on management’s visions of average 
risk-free yield curve, which has been demonstrated by 
countries similar to Estonia within the euro zone. As 
at 31.12 2006, the expected annual yield was assessed 
to be 3–4.25%, depending on the maturity date (2.4–
3.77% on 31.12.2005).

Expense level and infl ation

Actual expenses per contract have been later adjusted 
in the light of continuing growth of the Company. 

•

•

•
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Expenses have been divided into two: fi xed expenses 
that depend on the contract group and insured year but 
not on the size of a contract, and expenses that depend 
on the size of a contract. Infl ation of expenses is 
based on the data of Statistical Offi ce, which has been 
projected into the future. Infl ation has been applied 
only to fi xed expenses. Based on 2006 actual data and 
product-based expenses, the expense assumptions 
of individual products and insured years have been 
adjusted in comparison with assumptions used in the 
previous year’s test, decreasing expenses of term 
and whole life products and increasing expenses of 
saving insurance and insurance for children. Infl ation 
assumptions have been adjusted upwards.

b)  Results of liability adequancy test

Test shows whether liabilities calculated on the 
basis of future cash fl ows are bigger than liabilities 
calculated on the basis of present methodology. 
Liabilities calculated in the test are the discounted 
value of future payments to be made under insurance 
contract (insurance indemnities, expenses), less the 
discounted value of future insurance premiums to 
be received from insured persons. The test does not 

take into account insignifi cant future changes in the 
contract nor contract groups which provision in the 
portfolio is insignifi cant. 

Test is not applied on unit-linked life insurance 
contracts, since their fi nancial liability has already 
been recognized at fair value. If fees for these 
contracts turn out to be insuffi cient in future, the 
fl exible nature of contracts enables to adjust the 
price.

Based on the liability adequacy test, the Company’s 
liabilities from insurance contracts are suffi cient. 
Liabilities based on the test turned out to be 26% 
smaller than current liabilities of contracts involved 
in the test.

c) Sensitivity analysis

The biggest effect on test results stems from 
assumptions on investment yield, and thereafter on 
expected expenses, cancellation of contracts and 
mortality. 
Liabilities based on the test compared to current 
liabilities when assumptions are changed:

Change of assumption Liabilities based on the test compared 
to current liabilities 

Reduction of interest rate used for discounting by 
1% for all maturity dates 

Liabilities based on the test would by 9% smaller than 
current liabilities 

Increase of infl ation by 3% for all future years Liabilities based on the test would by 25% smaller than 
current liabilities 

Increase of fi xed expenses 1.5 times Liabilities based on the test would by 24% smaller than 
current liabilities

Increase of basic mortality 1.5 times Liabilities based on the test would by 22% smaller than 
current liabilities

Risk assessment has no effect on basic mortality Liabilities based on the test would by 23% smaller than 
current liabilities

This is true only if the assumption stated is changed, not other assumptions. It is not very likely in practice, since the 
change of one assumption usually triggers the change in other factors. A linear change is also very unlikely.
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3. Risk management 
3.1. Summary of risk management 
Risk is an important part of activities and business 
of Sampo Elukindlustus. Sampo Group is aimed at 
clearly defi ned strategies and answers in the process 
of risk management. The main purpose of the risk 
management process in to ensure that risks have 
been correctly identifi ed, the measurement of risks 
is independent and the capital is suffi cient to cover 
accepted risks. 

Direct liability for the risk management at Sampo 
Elukindlustus lies within the Management 
Board. Management Board shall immediately 
notify the Supervisory Board of all possible risks 
and dangers and present an action plan for the 
management of these risks and dangers. The 
Company’s Management Board, together with the 
head of fi nancial unit and business manager/chief 
actuary, analyses regularly (at least once a month) 
both risks associated with invested assets (based 
on investment reports of Sampo Baltic Asset 
Management who administers the invested assets) 
as well as the Company’s fi nancial risks. In addition 
to monthly check-outs, risks were more thoroughly 
assessed on a quarterly basis via Investment and 
Risk Management Committee (IRMC). Risks have 
respective measuring tools and indicators for the 
detection and measuring of risks as well as observing 
the effi ciency of their management. 

The main risk of life insurance is related to invested 
assets. The return on assets should in a long run 
cover at least the guaranteed interest, bonuses 
determined in fair manner as well as price of 
owner’s equity put into the Company. Additionally, a 
signifi cant part of income/expenditure arises from 
the realization of insurance and expenditure risk. 
The result of insurance risk is the expected share of 
losses in insurance premiums less actual losses. This 
is managed inter alia through active risk assessment 
and spreading. The result of expenditure risk is the 
difference between estimated and actual expenses of 

policyholders. This risk is managed through constant 
monitoring of costs, increase of effi ciency and 
observing the cost structure of insurance contracts.

In 2007, the Company will separate the monitoring 
of investment risks (through IRMC in future) 
and operational risks (future Operational Risk 
Management Committee i.e. ORMC). A position of 
Investment Manager will be established in the future 
European company and the area of responsibility 
of Risk Manager will be determined separately. 
Members of the Management Board and the Financial 
Director will participate actively in the work of both 
IRMC and ORMC. ORMC will follow the 2007 Action 
Plan for Managing Operational Risks adopted by the 
Management Board.

3.2. Financial risks 
3.2.1. Principles and organization of fi nancial 
risks management
Due to its activities, the Company is open to a 
number of risks through its fi nancial assets and 
liabilities, reinsurance assets and liabilities arising 
from insurance activities. The Company pays special 
attention to observing the adequacy of fi nancial 
assets, in order to ensure the performance of 
obligations arising from insurance and investment 
contracts.

The Company implements active Asset Liability 
Management through monthly mapping of respective 
fi nancial indicators, analysis and forecast thereof. 
Respective monthly reports are submitted to the 
members of the Supervisory Board and controllers in 
charge. The Company’s fi nancial assets and liabilities 
have been divided into groups based on duration, in 
order to enable more effi cient handling.
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Left until maturity
Up to 1 

year
1–2 

years
2–3 

years
3–5 

years

5 years 
and 

more Total
Assets 64 81 21 58 430 654

Liabilities and owner’s equity, incl. 37 77 12 52 476 654

Financial liabilities from insurance contracts (from 

bonuses; from unit-linked life insurance where the 

risk is on policyholders; from the deposit component of 

endowment insurance with guaranteed interest – saving 

insurance) 28 74 9 44 383 538

Provisions from insurance contracts 3 3 3 8 64 81

Difference between assets and liabilities 27 4 9 6 -46 0

At the end of 2006, liabilities with maturity over 5 
years amounted to 73% of the Company’s liabilities, 
and long-term investments over 5 years amounted 
to 65% of the Company’s invested assets. The reason 
for non-conformity between the duration of assets 
and liabilities lies in the insuffi cient yield of long-term 
securities in the securities market. The Company also 
invests actively into securities with maturity up to 5 
years in order to ensure the best net income from 
investments. Assets and liabilities of unit-linked life 
insurance contracts are covered 100% because the 
investment risk lies wholly on the clients – through the 
choice of investment funds.

In 2006, members of the Baltic Investment and Risk 
Management Committee (IRMC) included besides 
the chairmen of management boards of Baltic life 
insurance companies also controllers from the parent 
company and employees from the Sampo Baltic Asset 
Management AS (in charge of the administration of 
investments). The Committee gathered 6 times in 2006 
and its principal goal was to assess the measures 
implemented in Baltic companies of Sampo Life for 
risk management and mitigation. Also, IRMC set 
forth the necessary activities for future periods. This 
Committee has administrative and control competence 

over the following issues:

Receipt of surveys on the behavior of fi nancial 
markets and forecasts related thereto;

Monitoring investment strategies of fi nancial assets 
(investment principles and limitations);

Adjusting and setting of investment goals;

Analysis of investment results and handing out of 
instructions for the coming period;

Analysis of fi nancial risk reports (conformity of 
assets and liabilities, liquidity and foreign-exchange 
positions). 

In case of bond investments, the Company invests into 
securities having as high a rating as possible, i.e. at 
least with A-level rating, in order to maintain the credit 
risk arising from bonds as low as possible.

•

•

•

•

•

The table below shows the division of the Company’s assets and liabilities in millions of kroons, based on the 
aforementioned classifi cation as at 31.12.2006.
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3.2.2. Main fi nancial risks and principles of 
supervising and managing thereof
The Company has defi ned interest rate risk as the 
most important fi nancial risk. Special attention is 
paid also to credit risk, liquidity risk, price risk of 
share instruments and currency risk.

a) Interest rate risk

Interest rate risk arises from two sources — from 
obligations taken in respect of clients and from 
investment of fi nancial assets.

Commitments made by the Company are expressed 
in endowment products with guaranteed interest and 

to a lesser extent also in the clients’ expectations 
regarding the additional interest. The Company’s 
products with guaranteed interest have been for sale 
since the establishment of the Company in 1999. 
Until now the Company has not found it necessary to 
change the guaranteed interest offered because the 
yield of fi nancial asset investments has substantially 
exceeded the amount of guaranteed interest (this 
has been 3.5%). However, the Company has spread 
the share of products with guaranteed interest in the 
overall portfolio through its directed sales activities. 
The Company concludes no new insurance contracts 
with guaranteed interest since 1 May 2006, but 
focuses only on the sale of unit-linked life insurance 
contracts. 

The table below shows the division of bond investments based on the Moody’s ratings where the investment amount 
is stated in millions of kroons as at 31.12.2006 (does not include investments of unit-linked life insurance contracts).

Moody’s rating of 
investments Aaaa Aa1 Aa2 A1 A2 A3 Baa3 Ba1

No 
rating Total

Investments (mio kroons) 15 6 5 13 19 23 5 4 12 102

Share 15% 6% 5% 13% 19% 23% 5% 4% 12% 100%

No of contracts in 
force in the portfolio 

at the year-end 

% of all contracts 
in force in the portfolio 

at the year-end
Type of life insurance contracts 2004 2005 2006 2004 2005 2006
Life insurance contracts with guaranteed interest 9015 8970 8615 67% 58% 47%

Unit-linked life insurance contracts 2090 3539 5786 15% 23% 32%

Loan insurance and term and whole life contracts 1260 1852 2910 9% 12% 16%

Supplementary accident insurance contracts 1164 1023 934 9% 7% 5%

Total life insurance contracts 13 529 15 384 18 245 100% 100% 100%

Premiums of valid fl exible products with guaranteed 
interest (saving insurance) are not limited. Premiums 
of traditional products with guaranteed interests 
are mostly fi xed, except predetermined dynamics or 
added dynamics accepted by the insurer as contract 
amendment (increase not more than 10% of previous 
annual premium).

As to unit-linked life insurance, the Company has 
acquired fi nancial assets strictly matching liabilities 
accepted in contracts. Thus, there is no signifi cant 
interest rate, price, currency or credit risk in case of 
these contracts. To a certain extent, one must take into 
account interest rate risk for unit-linked insurance 
contracts arising from the decrease of markets and 
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interest levels, in the result of which the market value 
of assets of these contracts decreases and which 
affects also the fund intermediation fees paid by fund 
managers to the Company as well as fees depending 
on policyholders’ reserve. Additionally, this may 
increase the surrender of contracts by policyholders, 
i.e. the outgoing cash fl ow of the Company.

The Company’s asset investments are highly exposed 
to the interest rate risk because the investment 
portfolio of the Company includes mostly interest 
instruments. In case of fi nancial asset investments, 
the interest rate risk is primarily expressed in the 
probability that the prices of fi xed rate securities 
included in the investment portfolio will decrease 
concurrently with the increase of general interest 
level.

b) Credit risk

Credit risk means the probability that a counter-party 
is unable to perform its obligations in paying certain 
amounts in due time and in the full extent. Main areas 
exposed to the credit risk are:

Receivables from policyholders; 

Reinsurance receivables;

Receivables from intermediaries; 

Derivatives.

The Company uses reinsurance in order to manage 
and mitigate its own insurance risk. However, this 
does not diminish the Company’s obligations towards 
policyholders in the event of loss – if the reinsurer is 
not willing, for whatever reason, to pay its share of 
indemnity, the Company will maintain its obligation to 

•

•

•

•

pay the whole indemnity to the policyholder.

The Company’s fi nancial asset investments are 
also exposed to the credit risk, which in this case is 
expressed in the possibility that the issuer of securities 
ascertaining the debt obligation does not perform its 
obligations in due time, to the full extent or at all.

The Company deals mainly with policyholders who 
are in debt, In order to lower the credit risk. The 
Company’s client and contract administration unit 
carries out consistent analysis of outstanding amounts 
and policyholders in debt, corresponds with these 
policyholders actively and on regular basis, as well 
as agrees on further actions, primarily on payment 
schedules.

c) Currency risk

All sold contracts are based on Estonian kroon and 
thus there is no currency risk in the Company’s 
liabilities. The Company’s fi nancial assets though 
include investments into securities, the base currency 
of which is neither Estonian kroon nor euro nor any 
other currency directly linked to euro.

Maximum allowed open currency position into other 
currencies (except Estonian kroon or euro) is 20% of 
the value of invested assets. 

The Company monitors the currency positions of 
investments on a monthly basis. A more thorough 
analysis is carried out at least once in a quarter within 
the framework of IRMC. 

The table below shows currency positions of 
investments (except investments of unit-linked life 
insurance contracts) in millions as at 31.12 2006.

Estonian 
kroon (EEK)

Euro 
(EUR)

Latvian 
 lat (LVL)

Lithuanian 
lit (LTL)

TOTAL

Shares and holdings 8.3 32.4 0 0 40.7

Bonds and other fi xed rate securities 15.2 82.8 1.3 2.7 102.0

Total 23.5 115.2 1.3 2.7 142.7
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d) Liquidity risk

As liquidity risk, the Company has defi ned for itself 
the possibility that the Company will not have enough 
available resources for both the performance of its 
obligations in due time as well as for extraordinary 
circumstances that can take place in the result of 
coincidence of a number of events. 

Main sources of the liquidity risk are:

Claims related to catastrophes;

Higher degree of contract cancellation or partial 
payments than forecasted;

Deterioration of public reputation;

General economic decline;

Claims from suppliers.

Principles of managing the Company’s liquidity are 
described in detail in the investment administration 
contract concluded with Sampo Baltic Asset 
Management AS who is responsible for making 
investments based on the agreed investment strategy. 
The best management of liquidity is ensured via 
actions and limitations set out in this contract.

Risk monitoring
The Company’s liquidity is consistently analyzed on 
a monthly basis and a respective report is drafted. 
Regular monitoring of liquidity ensures the existence 
of suffi cient statistical data in order to forecast trends 
and the Company’s needs in an environment of 
constant change and development.

Risk mitigation
Investment portfolio of Sampo Elukindlustus is very 
liquid: there are no instruments with locked maturity 
dates (hedge fund shares, private equity), real estate 
and speculative derivative positions. Portfolio includes 
mostly listed high liquidity bonds, shares and funds, 
the sale of which could be complicated only in case of 
global, systematic and wide-spread fi nancial crisis.
All assets could be liquidated within 4 banking days in 

•

•

•

•

•

normal circumstances. 

The requirement to perform obligations arising from 
life insurance contracts stems from general terms and 
conditions of insurance contracts pursuant to which 
payments must be made within 5 to 30 days, depending 
on the type of payment.

Amounts payable to reinsurers and sums receivable 
from reinsurers are usually set off once in a quarter. As 
to the loss payable, where reinsurer’s share exceeds 
500 000 EEK, the settlement with reinsurer is made 
within 5 days of the submission of respective notice.

The Company has adopted internal procedures for 
better management of liquidity in order to ensure 
effi cient notifi cation of the fi nance unit about higher 
than forecasted payments as well as about large 
amounts receivable by the Company in future. 

3.3. Insurance risk
Risk of each single insurance contract is a possibility 
that an insured event will eventually occur or that an 
insured event will occur unexpectedly, i.e. the time 
of occurrence is unknown. In case of supplementary 
insurance, we generally do not know the level of 
collateral damage. An insurance contract is essentially 
characterized by randomness and unpredictability. 
Insured events are: death, survival past the determined 
date, or death, disability or temporary incapacity for 
work arising from an accident.

Pricing of the portfolio of insurance contracts and 
determination of obligations related thereto is based on 
probability theory. The main risk arising from insurance 
contracts lies in the fact that actual payments exceed 
recognized/existing insurance obligations. This might 
happen due to the fact that losses are more frequent 
and higher than initially forecasted. Insured events 
are random and their number varies from year to 
year compared to assessments made on the basis of 
statistical methods.

The higher the portfolio of similar contracts, the lower 
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the relative difference from expected outcome. A more 
spread-out portfolio is less likely to be affected by 
changes in one sub-group of portfolio. For minimizing 
the deviation from expected outcome, the Company 
directs the activities through its instructions in order to 
spread out the risks to accepted levels and to maintain 
a suffi cient population in each category. 
Management of insurance risk is hindered e.g. by bad 
risk-spreading based on risk type and level.

3.3.1. Frequency and amount of losses
In case of contracts with death as the insured risk, 
the frequency of losses may mostly be increased by 
epidemics (such as AIDS or SARS) or wide-spread 
changes in lifestyle such as eating, smoking and 
(sports) hobbies that could lead to earlier or more 
losses than expected. In case of contracts with 
survival as the insured risk, the most signifi cant 
factor lies in the continuous development of medical 
science and improvement of social conditions, which 
in turn increase life expectancy. Statistics of Sampo 
Elukindlustus has not demonstrated that either of 
these has occurred.

The Company collects a premium for mortality 
risk of fl exible contracts on monthly basis. This 
enables to change the premium if needed (based on 
experience) and thus lower the exposure to mortality 
risk. Decrease of risk exposure is limited by delay 
time needed for the implementation of changes and 
restrictions of market or supervision in respect of 
changes. In case of traditional products, the payment 

is fi xed and can not be changed in the light of new 
assessments.
The Company manages these risks through risk 
assessment process and reinsurance program.

The level of policyholder’s premium depends on the 
state of health of the insured person as well as on 
the family’s medical background. The Company does 
not insure risks that have been deemed as exceeding 
medical standard risk by more than 4 times.

The reinsurance partner of AS Sampo Elukindlustus 
is Sampo Life Insurance Company Ltd. Pursuant to 
reinsurance contract the rules of risk assessment of 
Hannover Rueckversicherung AG are used in the risk 
assessment since 2005. 

The following is reinsured: death risk of main 
insurance contracts and death and disability risk 
of supplementary accident insurance. Insurance 
for children and daily allowances of supplementary 
accident insurance are not reinsured. Pursuant to 
the contract, risks are automatically reinsured up 
to 2 300 000 kroons. Larger contracts need to be 
separately confi rmed with the reinsurer. Retention of 
AS Sampo Elukindlustus per one risk is up to 300 000 
kroons, depending on the risk. The Company does not 
reinsure survival risk. 

The table below shows risk amounts (sum insured less 
reserve for future benefi ts) in millions of kroons as at 
31.12.2006, in order to characterize the risk.

Risk amounts Gross amount Reinsured Net amount
Death risk 1054 544 510

Accident risk 24 13 11

Accident disability 120 62 58

Accident daily allowance (120 days) 8 0 8

The Company has not reinsured annuity payments. As at 31.12.2006, Sampo Elukindlustus had one insurance 
contract for children which period of fi xed-period annuity payments had commenced. The Company does not 
guarantee pension payments (their amounts) prior to the arrival of payment date. Arrangement on pension 
payments agreed upon with a policyholder is based on the price list valid at the time when payments start.



AS Sampo Elukindlustus
Annual Report 2006

33

The table below shows the concentration of insurance risk by groups of risk amount. Risk amounts are showed in 
thousands of kroons as at 31.12.2006.

Risk amount group 
in thousands 
of kroons

Total risk 
amounts before 

reinsurance % Reinsured
After 

reinsurance %
Less than 200 582 48% 287 295 50%

200–400 383 32% 192 191 33%

400–800 187 16% 99 88 15%

800–1000 18 2% 13 6 1%

1000 or higher 36 3% 29 7 1%

Total 1 206 100% 619 587 100%

Insurance risk of insurance contracts is affected by 
the right of policyholders to cancel the contract, to 
waive the payment of future premiums or to change 
the selected dynamics of premium payments. Thus 
the insurance risk also depends on the behavior of 
policyholders. Provided they act rationally, general 
insurance risk can become worse. E.g., it is likely 
that insured persons whose health has signifi cantly 
deteriorated meanwhile will be less inclined to cancel 
contracts with death benefi t or decrease the benefi t 
as opposed to those who are still in good health. This 
leads to the increase of expected mortality as the 
number of insured persons in the portfolio decreases 
on the account of voluntary cancellations.

Sampo Elukindlustus has taken these assumptions on 
behavior of policyholders into account when assessing 
the obligations.

3.3.2. Sources of uncertainty in the 
assessment of future payments and 
premiums due 
Uncertainty in assessing future benefi ts and 
premiums due arises from the failure to predict 
long-term mortality level and variety in policyholders’ 
behavior (see also point 2.2 Liabilities adequacy 
test, a) Setting of assumptions and changes in 
assumptions).

The Company uses basic mortality tables based 
on insurance type. The Company monitors actual 
mortality of previous periods but its own experience 
can not be considered as suffi ciently trustworthy 
since the portfolio is in a fast growth phase and the 
Company’s contract portfolio is only 6 years old. 

In order to forecast cancellation rates, the Company 
has used its own historic data that has been adjusted, 
if adequate, by its best estimates of possible changes.

Actual losses compared with earlier forecast:

In thousand kroons
2006 

actual
2006 

forecas Difference
Benefi ts from insured events (death, disability, daily allowances) 873 1439 566

Reinsurer’s share in paid benefi ts 312 558 246

Payments upon contract cancellation 3453 3183 -270

Surrender 39 714 29 351 -10 364
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3.4. Management of business risks
Business risks are possible losses that may arise in the 
result of insuffi cient or non-satisfactory performance 
of internal processes and systems. These risks may 
be caused by employees or incurred in the result of 
external effects. Business risks include legal risks as 
well as risks related to reputation. 

Possible business risks are divided into 8 types:

1. Company’s internal actions (unauthorized activities of 
employees, insider dealing, internal theft);

2. External actions affecting the company (theft from 
outside, hackers, monetary theft);

3. Shortcomings in the organization of employees’ work, 
risks related to work environment and work culture;

4. Non-satisfactory results in servicing clients, non-
conformity of product conditions with customer 
expectations;

5. Loss of fi xed assets;

6. Defective operation of business systems;

7. Non-satisfactory implementation of sales and 
marketing plans, insuffi cient management of business 
processes;

8. Changes resulting from external environment –
 changes in legislation, actions of competitors.

Business risks may present themselves as direct 
monetary losses, decreasing income and increasing 
expenditure. Indirect effect stems from possible 
deterioration of company’s image and reputation, use of 
incorrect information, acceptance of unreasonable risks 
and company’s general fi nancial results and market 
position. 

Management of business risks of Sampo Elukindlustus 
is aimed at making the Company’s internal processes 

and actions more effective and lowering risks relating 
to the decrease of income. Management of Company’s 
business risks is in the direct responsibility of the 
Management Board. The Board constantly assesses 
the possibilities that these risks will occur as well 
as possible effects on the company, analyzing and 
monitoring regularly the indicators and trends of 
business risks.

The Management Board together with managers of 
units is liable for timely detection of business risks, 
implementation of best possible action plan and 
drawing of suffi cient conclusions in order to avoid or 
lower the probability of risk repeating or to minimize 
their effect on the company in future. The Management 
Board shall notify the Company’s Supervisory Board 
and business controller of the parent company of 
all occurred risks (regardless of their type, but only 
when the possible loss exceeds 1000 euro). In 2006, 
the Company had no such loss which direct or indirect 
effect would have exceeded the threshold of 1000 euro.

Sampo Elukindlustus carries out yearly self-
assessments of the management of business risks in 
all principal areas of business activities by mapping 
the risks and drafting necessary action plans for the 
mitigation of risks. Self-assessment includes the 
comparison of critical business areas with internal risk 
indicators set up for the management of risks, both in 
respect of the past as well as for the forecast of future 
trends.

As a result of 2006 self-assessment, the Management 
Board identifi ed the following risk areas:

Possible events due to the implementation of the 
new insurance basic software LIPE;

Delays in the implementation of accounting software 
Axapta in Latvia and Lithuania, hindering the 
consolidation of results of the European company;

Over-dependence of new sales results of the 

•

•

•
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Company on the new sales channel of AS Sampo 
Pank;

Increasing pressure that favors the yearly 
progressive growth of salaries in the Company;

Pace and cost of substitutability of the Company’s 
key employees;

Overgrowth of the Company’s operational 
expenditure, hindering the achievement of the 
Company’s short-term fi nancial goals;

Possible changes in Estonian legislation or advisory 
guidelines of the Financial Supervision Authority;

Effects on the Company of possible changes in 
Estonian tax legislation (corporate income tax law, 
taxation of investment income).

The Company monitors various risk indicators, e.g. 
customer satisfaction in the scale of 10 in various 
questions, sales indicators in comparison with market 
growth trends, investment yield in comparison with 
index funds, results of employee satisfaction surveys, 
etc. The Company pays special attention to minimizing 
the possibility of triggering the chain reaction of risks, 
i.e. the avoidance of situation where the occurrence 
of a risk or the occurrence of loss is bound to trigger 
losses in another business area.

In 2006, 7 internal audits were performed at Sampo 
Elukindlustus. The Company’s internal auditors are 
AS PricewaterhouseCoopers and Ellen Kask, an 
employee of Sampo Bank’s internal audit department. 
2006 audited areas included claims handling process, 
reinsurance, calculation of commission fees, 
acquisition of the accounting software Axapta and 
its implementation in Estonia, prevention of money 
laundering, development of customer relations and 
insurance of loans. No signifi cant business risks were 
detected in the course of internal audits. Proposals 
were essentially made in respect of raising the 

•

•

•

•

•

effi ciency of internal process controls and partial 
updating of internal work rules. In the course of 
internal audits, signifi cant attention is always paid 
to making suggestions for the mitigation of possible 
business risks and implementation of necessary 
actions. 

AS Sampo Elukindlustus has ensured the management 
of its work processes and saving of knowledge, skills 
and experience of its employees by compiling and 
regularly updating guidelines for internal processes. 
This ensures the safeguarding of intellectual property 
in case an employee leaves the undertaking as well 
as smooth continuation of work processes. The most 
important internal guidelines include guidelines for 
the operation of insurance basic software, contract 
administration, risk assessment and claims handling, 
prevention of money laundering and terrorist 
fi nancing, technical guidelines, etc. 

The Company also considers as vital the management 
and control of risks relating to the protection of clients’ 
data, incl. the protection of sensitive information. 

Sampo Elukindlustus has developed separate plans 
for actions in a crisis situation in order to ensure the 
sustainability of its business activities. 

3.5. Preparation for changes in business 
environment
Intended changes in the regulations of capital 
adequacy will no doubt affect also the activities 
of Sampo Elukindlustus. This reform is known as 
Solvency II in insurance. 

Changes are aimed at increasing the dependency 
of required capital on the company’s risks, which 
in turn should lead to better risk management and 
measuring. Solvency II will not be implemented until 
2010 but the Company has already commenced with 
active preparation for the implementation of Solvency 
II principles.
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4. Reinsurance receivables

in Estonian kroons 31.12.2006 31.12.2005
Receivables due to reinsurers’ share in paid claims 43 755 56 594

Receivables due to reinsurers’ share in outstanding claims provision 84 742 24 500

Receivables due to reinsurers’ share in commission fees 708 126 24 993

Total 836 623 106 087

5. Financial assets measured at fair value through profi t and loss 
5.1. Investments

in Estonian kroons 31.12.2006 31.12.2005
Shares and investment fund units 40 799 759 39 492 935

Bonds and other fi xed rate securities, incl. 101 917 646 90 974 215

fl oating rate debt instruments 26 833 619 20 659 516

fi xed rate debt instruments (from 2.25% to 10.625%) 58 169 811 58 542 922

discount bonds 16 914 216 11 771 777

Term deposits 0 3 994 000

Investments covering unit-linked life insurance contracts 495 183 755 188 349 403

Total 637 901 160 322 810 553

Average effective interest rate of bonds is 3.7% per annum (4.36% in 2005).

Breakdown of bonds and other fi xed rate securities by issuers (excl. investments of unit-linked insurance contracts):

in Estonian kroons 31.12.2006 31.12.2005
Estonian government 1 047 655 0

Estonian fi nancial institutions 10 893 255 10 351 844

Estonian undertakings 9 779 787 8 597 833

Foreign governments 46 666 007 29 652 687

Foreign fi nancial institutions 14 583 304 13 918 239

Foreign undertakings 18 947 638 28 453 612

Total 101 917 646 90 974 215
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Breakdown of bonds and other fi xed rate securities by maturity date (excl. investments of unit-linked insurance 
contracts):

in Estonian kroons 31.12.2006 31.12.2005
Up to 1 year 33 481 487 28 229 217

1 to 2 years 10 212 237 6 266 637

2 to 3 years 13 239 427 3 928 599

3 to 5 years 17 441 480 15 334 740

5 to 10 years 20 437 084 26 707 674

10 years and more 7 105 931 10 507 348

Total 101 917 646 90 974 215

Fixed rate fi nancial assets at fair value through profi t and loss, which are exposed to possible interest rate risk of fair 
value: 

in Estonian kroons 31.12.2006 31.12.2005
Fixed rate bonds 58 169 811 58 542 922

Term deposits 0 3 994 000

Total 58 169 811 62 536 922

Floating rate fi nancial assets at fair value through profi t and loss, which are exposed to the interest rate change in 
the market and thus to the change in cash fl ows: 

in Estonian kroons 31.12.2006 31.12.2005
Floating rate bonds 26 833 619 20 659 516

Total 26 833 619 20 659 516

5.2. Investments covering unit-linked life insurance contracts

in Estonian kroons 31.12.2006 31.12.2005
Investment fund units 418 474 441 144 527 887

Term deposits 8 010 361 6 336 922

Shares tradable on Estonian securities markets 15 545 796 10 999 302

Shares tradable on securities markets of A-zone countries 40 613 539 25 785 299

Bonds 12 539 618 699 993

Total 495 183 755 188 349 403
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6. Financial assets measured at amortized cost 

in Estonian kroons 31.12.2006 31.12.2005
Receivables related to direct insurance activities 80 596 67 934

Other receivables 400 379 121 938

Total 480 975 189 872

7. Accrued income and prepaid expenses 

in Estonian kroons 31.12.2006 31.12.2005
Accrued income (bank interest) 105 59 981

Prepaid expenses 406 946 262 724

Total 407 051 322 705

8. Tangible assets

in Estonian kroons
Acquisition 

cost
Accumulated 
depreciation

Residual 
value

As at 31.12.2004 816 443 -646 246 170 197

Additions 316 459 0 316 459

Disposals -110 902 110 902 0

Depreciation of 2005 0 -156 120 -156 120

As at 31.12.2005 1 022 001 -691 465 330 536

Additions 130 634 0 130 634

Disposals -910 031 740 542 -169 489

Depreciation of accounting period 0 -182 164 -182 164

As at 31.12.2006 242 604 -133 087 109 517

Tangible assets include computers and offi ce equipment.

9. Intangible assets

in Estonian kroons Acquisition cost
Accumulated 
depreciation

Residual 
value

As at 31.12.2004 2 913 978 -2 351 709 562 269

Additions 826 460 0 826 460

Depreciation of 2005 0 -400 741 -400 741

As at 31.12.2005 3 740 438 -2 752 450 987 988

Additions 1 027 975 0 1 027 975

Prepayment 8 485 031 0 8 485 031

Disposals -123 632 123 632 0

Depreciation of accounting period 0 -649 504 -649 504

As at 31.12.2006 13 129 812 -3 278 322 9 851 490
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10. Insurance payables

in Estonian kroons 31.12.2006 31.12.2005
Total insurance payables related to direct insurance, incl. 596 063 717 617

payables to policyholders 425 689 479 508

payables to intermediaries 170 374 238 109

Payables related to reinsurance 473 208 415 886

Total 1 069 271 1 133 503

All liabilities are short-term (up to 12 months).

11. Accrued expenses and deferred income

in Estonian kroons 31.12.2006 31.12.2005
Employee related liabilities 749 145 1 042 205

Supplier related liabilities 2 431 095 616 526

Other accrued expenses and deferred income 126 203 34 544

Tax liabilities, incl. 1 793 977 941 134

ersonal income tax 458 070 328 058

social tax 547 842 394 941

unemployment insurance tax 11 866 13 037

funded pension 26 341 19 967

VAT 509 460 0

corporate income tax 240 398 185 131

Total 5 100 420 2 634 409

All fi nancial liabilities are short-term (up to 12 months).

12. Financial liabilities from insurance contracts
12.1. Total fi nancial liabilities from insurance contracts

in Estonian kroons 31.12.2006 31.12.2005
Financial liabilities from unit-linked insurance contracts 495 193 703 188 362 903

Financial liabilities from insurance contracts with guaranteed interest 44 572 305 36 850 637

Total 539 766 008 225 213 540
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12.2. Financial liabilities from unit-linked life insurance contracts

in Estonian kroons 2006 2005
As at 1 January 188 362 903 61 478 995

Premiums collected 295 467 180 122 590 517

Payments -35 842 401 -12 331 729

Fees deducted -5 803 059 -3 131 650

Change in fair value 53 009 080 19 756 770

As at 31 December 495 193 703 188 362 903

12.3. Financial liabilities from insurance contracts with guaranteed interest 

in Estonian kroons 2006 2005
As at 1 January 36 850 637 25 250 176

Premiums collected 10 078 290 12 319 316

Payments -2 924 612 -1 075 472

Fees deducted -1 207 848 -1 364 503

Change in fair value 1 775 838 1 721 120

As at 31 December 44 572 305 36 850 637

13. Technical provisions from insurance contracts and relevant reinsurance assets
13.1. Total technical provisions from insurance contracts and relevant reinsurance assets

in Estonian kroons 31.12.2006 31.12.2005
Life insurance provision 80 130 206 65 707 916

Outstanding claims provision 318 440 122 100

Provision for bonuses 562 850 468 608

Total technical provisions from insurance contracts 81 011 496 66 298 624

Reinsurers’ share in outstanding claims provision (i.e. receivables from 

reinsurance corresponding to liabilities on the asset side of the balance sheet) 84 742 24 500

Technical provisions from insurance contracts and relevant reinsurance share 80 926 754 66 274 124

13.2. Life insurance provision

in Estonian kroons 2006 2005
As at 1 January 65 707 916 49 363 515

Gross premiums 29 868 304 28 666 260

Payments -5 273 694 -2 853 019

Other change in value (incl. deducted fees and added interest) -10 172 320 -9 468 840

As at 31 December 80 130 206 65 707 916
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13.3. Provision for bonuses

in Estonian kroons 2006 2005
As at 1 January 468 608 0

Determination of bonuses for previous fi nancial year

from provision for bonuses -454 623 0

Increase of provision for future bonuses for the 

current fi nancial year 548 865 468 608

As at 31 December 562 850 468 608

* The provision for bonuses was recognized for the fi rst time in 2005. In 2005 the bonuses for 2004 were set at 737 
328 kroons.

13.4. Outstanding claims provision

in Estonian kroons 2006 2005
As at 1 January 122 100 100 200

Payments -5 273 694 -2 853 019

Other change in outstanding claims provision 5 470 034 2 874 919

As at 31 December 318 440 122 100

Reinsurers’ share in the outstanding claims provision:

in Estonian kroons 2006 2005
As at 1 January 24 500 0

Reinsurers’ share in claims paid -312 403 -127 333

Other change in reinsurers’ share in outstanding claims

provision 372 645 151 833

As at 31 December 84 742 24 500

14. Owner’s equity
Number of shares was 2000 as at 31.12.2006 (also 
2000 as at 31.12.2005). Nominal value of a share is 
10 000 kroons. Shares belong 100% to the Finnish 
undertaking Sampo Life Insurance Company. 
Minimum share capital of AS Sampo Elukindlustus 
is 20 mio kroons and maximum is 80 mio kroons. 
Payment for shares took place as monetary 
contribution. 
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15. Gross premiums

Breakdown of gross premiums by type
in Estonian kroons 2006 2005
Term and whole life insurance 4 840 978 3 197 091

Endowment insurance (incl. risk premiums from insurance contracts with unbundling of 

deposit component), incl.

22 729 219 23 643 639

endowment insurance with tax benefi t 11 432 042 11 998 104

Supplementary insurances 681 026 774 745

Risk premiums in unit-linked life insurance, incl. 1 617 081 1 050 785

unit-linked life insurance with tax benefi t 949 964 655 979

Total 29 868 304 28 666 260

Breakdown of gross premiums based on collection frequency
in Estonian kroons 2006 2005
Regular 29 802 049 28 476 123

Single 66 255 190 137

Total 29 868 304 28 666 260

Breakdown of insurance premiums based on profi t sharing
in Estonian kroons 2006 2005
Premiums from contracts with no profi t sharing 5 522 004 3 971 836

Premiums from contracts with profi t sharing 22 729 219 23 643 639

Premiums from unit-linked insurance contracts 1 617 081 1 050 785

Total 29 868 304 28 666 260

All life insurance contracts are single contracts concluded in Estonia. There are no group contracts.

16. Net income from reinsurance

in Estonian kroons 2006 2005
Ceded premiums -1 793 570 -1 619 499

Reinsurers’ share in claims paid 312 403 127 333

Reinsurance commissions and participation in profi ts 1 512 292 732 644

Total 31 125 -759 522
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17. Fee income by types

in Estonian kroons 2006 2005
Acquisition charges 2 204 610 1 619 161

Renewal fees 4 542 694 2 701 398

Lapse and cancellation fees 262 353 173 994

Single fees 1 250 1 600

Total 7 010 907 4 496 153

18. Investment income

in Estonian kroons 2006 2005
Term deposit interest income 14 717 239 757

Interest income of bonds and other fi xed rate securities 3 434 504 2 603 205

Dividends 362 409 277 205

Interest income on bank accounts 32 170 9 386

Total 3 843 800 3 129 553

19. Fair value gains and losses

in Estonian kroons 2006 2005
Shares and investment fund units 3 133 600 2 934 756

Bonds and other fi xed rate securities -1 990 164 -181 819

Total 1 143 436 2 752 937

20. Realized gains/losses

in Estonian kroons 2006 2005
Shares and investment fund units 244 303 3 154 300

Bonds and other fi xed rate securities -89 934 341 715

Total 154 369 3 496 015
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21. Net insurance claims

in Estonian kroons 2006 2005
Increase of life insurance provision 14 422 290 16 344 401

Increase of outstanding claims provision 196 340 21 900

Increase of provision for bonuses 94 242 468 608

Total increase of provisions from insurance contracts 14 712 872 16 834 909

Reinsurers’ share in outstanding claims provision -60 242 -24 500

Total increase of provisions from insurance contracts 

net of reinsurance 14 652 630 16 810 409

Indemnities and payments from contract expiry 2 827 845 1 192 126

Surrender 2 445 849 1 660 893

Claims handling costs related to payments 253 532 152 796

Total paid insurance claims and claims handling 

costs related to payments 5 527 226 3 005 815

Reinsurers’ share in paid claims -312 403 -127 333

Total paid insurance claims and claims handling

costs related to payments, net of reinsurance 5 214 823 2 878 482

Total net insurance claims 19 867 453 19 688 891

22. Change in value of unit-linked life insurance contracts

in Estonian kroons 2006 2005
Increase of fi nancial liabilities from unit-linked life insurance contracts -53 009 080 -19 756 769

Change in value of investments of unit-linked life insurance contracts 55 420 480 19 342 290

Total 2 411 400 -414 479
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23. Expenses

in Estonian kroons 2006 2005
Acquisition costs 14 760 294 11 168 618

Salaries 4 652 300 3 010 608

Social tax 1 555 657 1 104 923

Commission fees to intermediaries 2 061 010 1 445 574

Other operational expenditure 6 222 766 5 409 140

Depreciation and decrease in value of fi xed assets 268 561 198 373

Administrative expenses 10 247 022 8 534 930

Salaries 3 786 536 3 538 698

Social tax 1 239 353 1 291 771

Other operational expenditure 4 658 027 3 345 973

Depreciation and decrease in value of fi xed assets 563 107 358 488

Investments expenses 1 404 416 699 251

Fee for administration of investment portfolio (Sampo

Baltic Asset Management) 1 273 754 596 956

Other expenses 130 662 102 295

Other expenses 1 203 448 753 173

Maintenance costs of Financial Supervision Authority 238 960 203 907

Consultations and audit services 389 636 137 155

Membership fees of professional associations 121 061 69 032

Other expenses 453 791 343 079

Total expenses 27 615 180 21 155 972

Claims handling costs related to payments 253 532 152 796

Total expenses together with claims handling costs related to payments 27 868 713 21 308 768

24. Operational leasing
AS Sampo Elukindlustus rents cars for offi cial use 
from AS Sampo Pank. As at 31.12.2006, there were 
7 valid lease contracts, pursuant to which lease 
payments amounting to 513 134 kroons were made 
in the accounting period. In 2005, lease payments 
amounting to 409 062 kroons were made pursuant to 
7 lease contracts for the same period.

Lease contract for the offi ce premises of AS Sampo 
Elukindlustus in Tallinn (Narva mnt 11) has been 
concluded with AS Sampo Pank. Lease payments 
amounted to 719 402 kroons in 2006. In 2005, the 
amount of lease payments for the same period 

was 642 085 kroons. A new fi xed-term contract for 
leasing offi ce premises was concluded on 29.12.2006 
for 5 years in respect of offi ce premises at Jõe tn. 
3 in Tallinn. Premises were occupied in January 
2007. Offi ce premises in Tartu are leased from OÜ 
Vestentop. Lease payments amounted to 85 172 
kroons during the accounting period.

As at 31.12.2006, the Company’s future liabilities 
arising from operational lease contracts are as 
follows:

 • Up to 1 year  1 356 685 kroons
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25.2. Other transactions with associated parties 
ASSETS
in Estonian kroons 31.12.2006 31.12.2005
Cash and its equivalents

AS Sampo Pank (undertaking of consolidation group) 245 569 224 878

Sampo Bank plc. (undertaking of consolidation group) 4 797 7 427

Reinsurance receivables

Sampo Life Insurance Company Limited 836 623 106 087

Financial assets at fair value through profi t and loss

Investments

AS Sampo Pank (undertaking of consolidation group) 17 460 682 13 243 279

Sampo Fund Management Ltd. (undertaking of consolidation group) 31 520 184 15 529 220

Investments covering unit-linked insurance contracts

AS Sampo Pank (undertaking of consolidation group) 38 266 276 19 200 260

Sampo Fund Management Ltd. (undertaking of consolidation group) 131 284 734 57 188 921

Financial assets at amortized cost

Other receivables

AS Sampo Pank (undertaking of consolidation group) 159 854 0

AS If Eesti Kindlustus (undertaking of consolidation group) 4 024 0

Accrued income and prepaid expenses

AS Sampo Pank (undertaking of consolidation group) 43 613 17 267

AS If Eesti Kindlustus (undertaking of consolidation group) 54 867 42 741

LIABILITIES
in Estonian kroons 31.12.2006 31.12.2005
Insurance payables

AS Sampo Pank (undertaking of consolidation group) 170 374 238 109

Sampo Life Insurance Company Limited 473 208 415 886

Accrued expenses and deferred income

AS Sampo Pank (undertaking of consolidation group) 135 781 94 404

AS If Eesti Kindlustus (undertaking of consolidation group) 47 165 0

25. Transactions with associated parties
25.1. Transactions with members of 
Management Board, Supervisory Board and 
other management members 

Supervisory Board received no separate remuneration 
or severance pay. Members of the Management Board 
received in total 1.3 mio kroons in 2006 pursuant to 
service contracts. Members of the Management Board 
are entitled to severance pay. The maximum amount 
that the Company should pay in case they resign is 800 
thousand kroons.
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INCOME STATEMENT
in Estonian kroons 2006 2005
Ceded premiums

Sampo Life Insurance Company Limited 1 793 570 1 619 499

Investment income

AS Sampo Pank (undertaking of consolidation group) 6 762 976 4 192 063

Sampo Bank plc. (undertaking of consolidation group) 16 245 0

Sampo Fund Management Ltd. (undertaking of consolidation group) 14 677 325 7 944 790

Other income

AS Sampo Pank (undertaking of consolidation group) 1 069 905 232 922

AS If Eesti Kindlustus (undertaking of consolidation group) 8 700 18 021

Sampo Bank plc. (undertaking of consolidation group) 0 238 955

Sampo Life Insurance Company Limited 1 512 292 732 644

Reinsurers’ share in claims paid

Sampo Life Insurance Company Limited 372 645 151 833

Expenses

Commissions fees to intermediaries

AS Sampo Pank (undertaking of consolidation group) 2 022 334 1 261 025

AS If Eesti Kindlustus (undertaking of consolidation group) 15 501 17 972

Expenses of offi ce lease and administration

AS Sampo Pank (undertaking of consolidation group) 918 379 970 021

AS If Eesti Kindlustus (undertaking of consolidation group) 0 16 992

Transport expenses

AS Sampo Pank (undertaking of consolidation group) 505 384 409 924

AS If Eesti Kindlustus (undertaking of consolidation group) 65 491 57 000

Marketing expenses

AS Sampo Pank (undertaking of consolidation group) 30 243 3 459

Other expenses

AS Sampo Pank (undertaking of consolidation group) 243 787 1 281 312

Sampo Bank plc. (undertaking of consolidation group) 69 709 137 467

Sampo Life Insurance Company Limited 0 157 784

AS If Eesti Kindlustus (undertaking of consolidation group) 249 102 21 232

AB Sampo Lietuva Gyvybes Draudimas 57 050 0
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26. Implicit assets
Minor assets are reported as off-balance-sheet. 
These are items that have not been included in fi xed 
assets based on acquisition cost or some other 
criterion, and which have been included in acquisition 
costs, but which still participate in the business 
activities over long periods. Majority of minor assets 
is made up by computers, telecommunications 
equipment and fi ttings.

27. Events after the balance day 
On 2 January 2007 the fi rst European company in 
Estonia – SE Sampo Life Insurance Baltic (formerly 
AS Sampo Elukindlustus) – was entered into the 
commercial register of Tallinn. This company was 
established by merging AS Sampo Elukindlustus, 
AAS Sampo Dziviba (Latvia) and AB Sampo Gyvybes 
Draudimas (Lithuania). The new life insurance 
company is located in Estonia and its head offi ce 
stays in Tallinn. The Company underwrites business 
in Latvia and Lithuania through its branches. 

Establishment of European Company is aimed 
at ensuring a more effi cient operation of Sampo 
Life in Baltic countries by developing a common 
management process and harmonizing work 
processes. Instead of former three management 
boards and three supervisory boards, Sampo Life 
will manage its operations in Baltic countries 
through a single management board and a single 
supervisory board. The Company’s activities in Baltic 
countries will be supervised by the Estonian Financial 
Supervision Authority.

The Management Board of SE Sampo Life Insurance 
Baltic has four members as of 02.01.2007. 
Activities of the Management Board are directed 
by Imre Madison, the CEO and the Chairman of the 
Management Board. Members of the Management 
Board include: Erkki Sadam, the Company’s lawyer; 

Kristine Lomanovska, head of the Latvian branch, and 
Rytis Ambrazevicius, head of the Lithuanian branch. 
Responsible Actuary of the Company is Airi Viiart 
and duties of the Financial Director are performed by 
Timo Pursiala, the Business Controller of Sampo Life.

The Supervisory Board of SE Sampo Life Insurance 
Baltic has three members. Activities of the 
Supervisory Board are directed by Minna Kohmo, 
Senior Vice President of Sampo Life. Members of the 
Supervisory Board include: Risto Honkanen, Senior 
Vice President of Sampo Life, and Sanna Rajaniemi, 
First Vice President of Sampo Life.

The Company’s new address as of 22 January 2007 is: 
Jõe tn 3, 10151 Tallinn.

Sampo Bank (incl. AS Sampo Pank operating in 
Estonia) is a 100% subsidiary of Danske Bank as 
of 2 February 2007. Thus, Sampo Life and Sampo 
Bank have different owners as of this date and these 
companies do not belong into the same fi nancial 
group any more. Sampo Life and If are still 100% 
subsidiaries of Sampo plc. 

Danske Bank and Sampo Life have concluded 
cooperation contract providing the continuous close 
cooperation of Sampo Life and Sampo Bank in 
respect of the sale of life insurance.
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V. Proposal to Offset Loss

Retained loss of AS Sampo Elukindlustus:

Profi ts brought forward    796 606 kroons

Net loss for 2006 3 803 306 kroons

Total retained loss 3 006 700 kroons

Management Board hereby proposes to offset the net 
loss against future profi ts.

Imre Madison 
Chairman of the Management Board 

Erkki Sadam 
Member of the Management Board 

Kristine Lomanovska 
Member of the Management Board

Rytis Ambrazevicius 
Member of the Management Board
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The Management Board of AS Sampo Elukindlustus 
has prepared the Management Report and Annual 
Accounts for the year 2006. 

Annual Report compiled by the Management 
Board consists of the Management Report, Annual 
Accounts, Proposal to Offset Loss and Auditor’s 
Report. The Supervisory Board of AS Sampo 
Elukindlustus has reviewed the Annual Report and 
approved it for submission to the General Meeting of 
Shareholders.

VI. Signatures of Management Board and 
Supervisory Board for the Annual Report 2006 

Imre Madison 
Chairman of the Management Board

Erkki Sadam 
Member of the Management Board

Kristine Lomanovska 
Member of the Management Board

Rytis Ambrazevicius 
Member of the Management Board

Minna Kaarina Kohmo 
Chairman of the Supervisory Board

Risto Honkanen 
Member of the Supervisory Board

Sanna Rajaniemi 
Member of the Supervisory Board




