Annual Report 2009

=== SAMPO LIFE



SE Sampo Life Insurance Baltic
2009 Annual Report

SE SAMPO LIFE INSURANCE BALTIC

Business name:

Commercial registry code:

Address:

Telephone:
Fax:
E-mail:

Website:

Beginning of financial year:

End of financial year:

CEO:

Auditor:

2009 ANNUAL REPORT

SE SAMPO LIFE INSURANCE BALTIC (since 02.01.2007)

10561490

Viru véljak 2, 10111 Tallinn

631 2300
6812399
info@sampolife.ee

www.sampolife.ee

01.01.2009

31.12.2009

Imre Madison

Ernst & Young Baltic AS


http://www.sampolife.ee/

SE Sampo Life Insurance Baltic
2009 Annual Report

Table of contents of 2009 ANNUAL REPORT

I. MANAGEMENT REPORT FOR 2009 6
1.  OWNERSHIP AND CORPORATE GOVERNANC E ...coeeerreerrerrererressessessesseessessessessessessesssessossossessessessssssonsonsonses 6
2. MANAGEMENT ..uvveteetiereeresresseesseessesssesssesssessssssssssssssesssesssesssessssssesssssssessssssssssssssssssesssssssesssessssssesssesssesssenss 6
3. BUSINESS RESULTS . .cesterverrerrerressessesseessersessessessessessssssessessossessessessssssessossessessessessesssssssssessossossessessessssssons 6
4., PERSONNEL OF THE COMPANY ...oveevirrirrerreereereersessersessessessessssssessessossessessessssssossossossessessssssossessessessessassessssnns 9
5. ACTIVITIES IN THE BALTICS .. uttotieterierteereeseesseesseesseesseessesssesssesssesssessssssesssesssessssssssssssssssssssssssssesssssssenses 10
6. OUTLOOK FOR 2010 a..uveveriereeeerererrerresressesseessessessessessessessssssossossessessesssssssssonsessossessessessssssessossessessessessssssons 10
7. SIGNIFICANT POST-BALANCE SHEET EVENTS . .ccuvertervererrerressessessessesssessessossessessessessessees 1
II. ANNUAL ACCOUNTS 12
1.  MANAGEMENT BOARD DECLARATION .uvteuieeevererrerressessessesssossessessessessessessssssossonsossessessessssssossossonsesseseses 12
2. BALANCE SHEET AS AT S1.12.2009...cuuuotieiirierierieressresseesseessesssesssesssssssssssessesssesssesssssssessssssssssesssssssesssses 13
3. COMPREHENSIVE INCOME STATEMENT 2009 .....covevverrirrereereererersessessessessesssessessessessessessessssssessessessessene 14
4., CASH-FLOW STATEMENT 2009 ..uvovivrerirriereeeererrerressessessessesssessossessessessessesssessossessessessessssssons 15
5. STATEMENT OF CHANGES IN OWNER’S EQUITY 2009 .....ccuioiriereerereerenrereeenseessessessesessessesessessesessessesassens 16
III. NOTES ON THE ACCOUNTS 17
1. ACCOUNTING POLICIES..coutteterreerressseesvesseesseessesssessssssssssssssssssssssssssessssssssssssssesssesssssssssssssssossssssssssssssossssssssnss 17
2. RISK MANAGEMENT DISCLOSURE...cucovteierieeererresressessessesssessessessessessesssssssssessessessessessessssssesossessessessssnses 30
3. NOTES FOR BALANCE SHEET, INCOME STATEMENT AND CASH-FLOW STATEMENT......cocerervereerernene 44
IV. AUDITOR’S REPORT 56
V. PROFIT ALLOCATION PROPOSAL 57

VI. SIGNATURES OF THE MANAGEMENT BOARD AND THE SUPERVISORY BOARD FOR
THE ANNUAL REPORT 2009 58

VIIL.SALES REVENUE ACCORDING TO EMTAK 2008 59



SE Sampo Life Insurance Baltic
2009 Annual Report

Detailed table of content

I. MANAGEMENT REPORT FOR 2009 6
1.  OWNERSHIP AND CORPORATE GOVERNANCE.....cccceerertererrererressesseresseseesessessesessessesessessessssessessssessessssassessases 6
2. MANAGEMENT .cciirinirriniiisesesesissasisistsssesesssssssssststsesesssssssststssstsssssssssssststsessssssssssssssssessssssssssssssssesessssssssssssess 6
3. BUSINESS RESULTS cuuereeteeteresrerteressessesessessessesessessesassessesassessessssessessssessessssessesssssssessssessessssessessssessessaseses 6

3.1 Life insurance industry in the Baltics in 2009 7
3.2, Contracts portfolio 7
3.3. Contractual payments received and assets under management 7
3.4. Claims incurred 8
3.5. Investments 8
3.6. Client bonuses. 8
3.7. Risk management 8
3.8. Owner equity and solvency margin 9
3.9. Operating expenses 9
3.10. Operating profit 9
3.11. Balance sheet 9
4. PERSONNEL OF THE COMPANY ....cuceieiteeetertereesesseassessesassessessssassesassessessesassessesassessesassessesessessessssessesassensasanes 9
5. ACTIVITIES IN THE BALTICS....cccieietirierentenieressesiesessesessessessssessessesessestesessessesessessessssessessssassessssessessssessesssses 10
5.1 Sales and development activities 10
5.2. Other activities 10
6. OUTLOOK FOR 2010 c.ccviviririririininiiiseserisiunisiiisesesesesssssssssssesessssasssssisesesessssssssssssssessssssssssssssssesessssssssssssssess 10
7. SIGNIFICANT POST-BALANCE SHEET EVENTS ..ccuccievteeetereeresteressessesessessesessessesessessessssessessesessessesassessesassens 1

II. ANNUAL ACCOUNTS 12
1. MANAGEMENT BOARD DECLARATION ...ccceveeuiereenrereeessesseressessssassessesessessessssessessssesssssssesssssssessessssessesassanes 12
2. BALANCE SHEET AS AT 31.12.2009.....cuirtiierietiierenteeeenteessessessssessessssessessessssessssessessssessessesessessessssessesassans 13
3. COMPREHENSIVE INCOME STATEMENT 2009 ...c.coeiuirinininireeririnnusssiesesessasusisssssesesessssssssssssssesesssssssssssss 14
4. CASH-FLOW STATEMENT 2009 ....ocotirieriererenrenreesrenseressessesessessessssessessssessesssssssessssassessssassessssans 15
5. STATEMENT OF CHANGES IN OWNER’S EQUITY 2009 .....ccinirieenrireerenrireeresseesressessssessessssessessesassessssassens 16

III. NOTES ON THE ACCOUNTS 17
I. ACCOUNTING POLICIES...cucctsreeterreersesseressessesessessesassessssassessesassessassssessessssessessssessessssessessssassessssesssssssessesassanes 17

LL Basis of preparation 17
1.2 Changes in accounting policies 17
1.2.1 Adopting new and/or changed IFRSs and IFRIC interpretations 17
1.2.2. Standards issued but not yet effective 18
1.2.3. Improvements to IFRSs 19
1.3. Foreign currency translation 20
14. Cash and its equivalents 20
L5. Financial assets 20
151 Financial assets measured at fair value through profit and loss 21
1.5.2. Investment income. 21
1.5.3. Receivables 21
L6. Property, plant and equipment. 22
L7. Intangible assets 22
L8 Recognition of insurance and investment contracts 23
1.8.1. Contract classification 23
1.8.2. Gross premiums 23
1.8.3. Fee income 24
1.84. Financial liabilities from insurance or investment contracts 24
1.8.5. Insurance technical provisions 24



SE Sampo Life Insurance Baltic
2009 Annual Report

1.8.6. Liability adequacy test 25
1.8.7. Paid insurance claims and expenses related to pay-outs 25
19. Reinsurance contacts 26
L10. Financial liabilities other than liabilities from insurance contracts 26
L1 Other income 26
L2 Expenses 26
Li3. Operating lease 27
L14. Legal reserve 27
L15. Income taxes 27
LI6. Accounting policies requiring management judgement and key sources of estimation uncertainties in annual
report 28
RISK MANAGEMENT DISCLOSURE...ccciiiineresesimissisisisisesesessasisisssssesesessssssssisssesessssssssssssssesessssssssssssssesesess 30
21 Overview of main risks and risk management in Sampo Life 30
211 Risk management overview 30
2.1.2. Company’s risk profile 30
2.1.3. Risk governance 31
2.2 Capital management 32
2.2.1. Capital content and capital management 32
2.2.2. Capital requirements set by law 32
2.2.3. Fulfilling capital requirements 32
23. Market risk 33
2.3.1. Market risk management and control 33
2.3.2. Interest rate risks and equity risks 33
2.3.3. Currency risk 35
2.3.4. Liquidity risk 36
24. Risk Concentrations for Investment Operations 37
2.5. Credit risk 37
2.6. Insurance risk (underwriting risk) 38
2.7. Operational risk 41
2.7.1. Overview of operational risks 41
2.7.2. Operational risks governance 41
2.7.3. Identification and management of operational risks 42
2.7.4. Internal audit 42
28. Risk management outlook 43
2.8.1. Planned developments in risk management 43
2.8.2. Preparations for Solvency II 43
NOTES FOR BALANCE SHEET, INCOME STATEMENT AND CASH-FLOW STATEMENT.....cccceveeuerervernenes 44
3.1 Cash and cash equivalents 44
3.2, Financial assets designated as being at fair value through profit and loss 44
3.2.1. Investments other than unit-linked investments 44
3.2.2, Unit-linked Investments 44
3.2.3. Financial assets designated as being at fair value through profit and loss 45
3.24. Determination of fair value and fair value hierarchy 46
3.3. Financial assets designated as being at amortised cost 46
3.3.1. Receivables related to insurance activities and other 46
3.3.2. Accrued income and prepaid expenses 46
34. Property, plant and equipment. 47
3.5. Intangible assets 47
3.6. Insurance payables 47
3.7. Accrued expenses and deferred income 47
3.8. Financial liabilities from insurance contracts 48
3.8.1. Total financial liabilities from insurance contracts 48
3.8.2. Financial liabilities from unit-linked life insurance contracts 48
3.8.3. Financial liabilities from with-profit insurance contracts 48
3.9. Technical provisions from insurance contracts and relevant reinsurance assets 49
3.9.1. Total technical provisions from insurance contracts and relevant reinsurance assets........esesesesesenns 49
3.9.2. Life insurance provision 49
3.9.3. Outstanding claims provision 49
3.10. Changes in assumptions related to insurance technical provisions and financial iabiliti€S...........eeevvvevvvrunenens 49
3.11. Liability adequacy test 50
3.12. Owner’s equity. 51
3.13. Gross premiums 51
3.14. Net income from reinsurance 51
3.15. Investment income 51




SE Sampo Life Insurance Baltic
2009 Annual Report

3.16. Fair value gains and losses 51

3.17. Gains and losses realised 52

3.18. Fee income 52

3.19. Other income 52

3.20. Net insurance claims and the change of technical provisions 52

3.21. Change in value of unit-linked financial liabilities and assets 53

3.22. Expenses 53

3.23. Income tax expenses 53

3.24. Operating lease 54

3.25. Transactions with associated parties 54
3.25.1. Transactions with members of the Management Board and Supervisory Board members..........ccceverevereee 54

3.25.2. Other transactions with associated parties 54

3.25.3.  Implicit assets 55

IV. AUDITOR’S REPORT 56
V. PROFIT ALLOCATION PROPOSAL 57

VI. SIGNATURES OF THE MANAGEMENT BOARD AND THE SUPERVISORY BOARD FOR

THE ANNUAL REPORT 2009

VIL.SALES REVENUE ACCORDING TO EMTAK 2008

58

59




SE Sampo Life Insurance Baltic
2009 Annual Report

L. Management report for 2009

1. Ownership and corporate governance

SE Sampo Life Insurance Baltic (hereinafter referred to as the Company or Sampo Life) is a fully owned
subsidiary of Mandatum Life Insurance Company Ltd (hereinafter referred to as the parent company or
Mandatum Life). Sampo ple, a Finnish financial group is the sole holder of Mandatum Life shares.

Sampo Life was registered on 02.01.2007 in Tallinn, the Republic of Estonia. The Company is domiciled within
Estonia with its headquarter in Tallinn and branches in Latvia and Lithuania. The year 2009 was the third year
of active operations as a single pan-Baltic company under the name of SE Sampo Life Insurance Baltic and the
eleventh year for Sampo Life of active operations in the Baltic countries.

Sampo Life’s corporate governance is primarily determined on the basis of the Estonian Insurance Law Act.
More detailed provisions regarding the corporate governance can be found in its Articles of Association.

Sampo Life acts fully in compliance with all licenses which have been issued and is the subject of financial
supervision as conducted by Estonian Financial Supervisory Authority.

Sampo Life focuses on its business with unit-linked insurance and term life and accident and sickness-related
complementary insurance. Other core activities include the administration of insurance contracts with
guaranteed interest.

More information about Sampo Life and its business activities in Baltic countries can also be found on the
following web sites: www.sampolife.ee, www.sampolife.lv, and www.sampolife.lt. Information about Mandatum
Life and Sampo plc can be found from the www.mandatumlife.fi and www.sampo.com web sites.

2. Management

The Company’s Management Board had eight members at the end of 2009. The acting Chairman of the
Management Board and the CEO is Imre Madison. Other members of the Management Board are Erkki Sadam,
responsible for the Company’s legal and procurement matters; Paul Lukka, responsible for investment
management; Uldis Mucinieks, responsible for sales management and Latvian Branch Manager; Ilona Stare,
responsible for policy administration and IT management; Rytis Ambrazevicius, responsible for marketing and
client service matters and Lithuanian Branch Manager; Rasa Kasperaviciute, responsible for risk management
and product development matters; and Timo Pursiala, responsible for financial and business control matters.

The Company’s Supervisory Board had three members at the end of 2009. The acting Chairman of the
Supervisory Board is Timo Laitinen, the Senior Vice President of Mandatum Life. Other members of the
Supervisory Board were Risto Honkanen, the Senior Vice President of Mandatum Life, and Petri Vieraankivi,
the Vice President of Mandatum Life.

Sampo Life’s Chief Actuary is Airi Viiart.

3. Business results

Sampo Life’s financial statements have been prepared in accordance with the International Financial Reporting
Standards (IFRS). Consolidated financial results are presented in Estonian kroons.

In 2009, Sampo Life refocused its business strategy and shifted in new sales from regular saving policies to lump
sum investment policies. The business focus was mainly on the increase of unit-linked insurance assets under
management. Term life and accident and sickness-related complementary insurances were supported to
strengthen the financial situation. New contracts for guaranteed interest insurance were not sold in 2009 but the
investment result for the technical provisions of guaranteed interest insurance contracts which are still in force
had a significant impact on Sampo Life’s profitability situation.
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3.1. Life insurance industry in the Baltics in 2009

In the Baltic life insurance market, the total of contractual payments received amounted to 4,177,642 thousand
Estonian kroons in 2009 (against a figure of 4,521,867 thousand Estonian kroons in 2008). This represents an 8%
drop on the figures for 2008. The biggest total contractual payments drop (of 11%) contained unit-linked
insurance, while products other than unit-linked insurance dropped in the Baltics by 4% when compared to the
figures for 2008.

In the Baltic unit-linked insurance market, the total of contractual payments received amounted to 2,300,050
thousand Estonian kroons in 2009 (2,566,042 thousand in 2008). The unit-linked insurance share of the Baltic life
insurance market’s total contractual payments represented 55% (57%).

The biggest life insurance market in the Baltics is in Lithuania where contractual payments received totalled
2,190,524 thousand Estonian kroons (down 9% against 2008’s figure of 2,425,223 thousand), followed by the
Estonian life insurance market with 1,157,848 thousand Estonian kroons (down 9% against the figure of 1,267,375
thousand for 2008), and then by the Latvian life insurance market with 829,270 thousand Estonian kroons
(representing no change against the figures for 2008).

The biggest unit-linked insurance market in the Baltics is in Lithuania where contractual payments received
totalled 1,502,074 thousand Estonian kroons (down 10% against 2008’s figure of 1,658,540 thousand), followed by
the Estonian unit-linked insurance market with 500,691 thousand Estonian kroons (down 13% against 2008’s
figure of 578,924 thousand), and by the Latvian unit-linked insurance market with 297,285 thousand Estonian
kroons (down 11% against 2008'’s figure of 344,225).

Sampo Life’s market share (based on contractual payments received) in the Baltics as at 31.12.2009 reached
16.0% (10.6%) and held third position on the Baltic life insurance market.

Sampo Life’s unit-linked insurance market share (based on contractual payments received) in the Baltics as at
31.12.2009 reached 26.6% (17.9%) and held the leading position on the unit-linked insurance market in the Baltics.

SAMPO LIFE’S TOTAL MARKET SHARE

(BASED ON ALL PAYMENTS RECEIVED) AU AL A HORIFALCL
ESTONIA 15.3% 12.1% 24.3% 2
LATVIA 28.4% 14.6% 15.9% 3
LITHUANIA 10.9% 8.5% 11.6% 4
SAMPO LIFE’S TOTAL IN THE BALTICS 15.1% 10.6% 16.0% 3
SAMPO LIFE UNIT-LINKED MARKET SHARE

(BASED ON ALL PAYMENTS RECEIVED) Aty ALL 2002 S
ESTONIA 20.5% 20.4% 49.7% 1
LATVIA 39.5% 30.7% 40.7% 1
LITHUANIA 13.4% 11.8% 16.1% 4
SAMPO LIFE’S TOTAL IN THE BALTICS 19.3% 17.9% 26.6% 1

3.2. Contracts portfolio

As at 31.12.2009, Sampo Life serviced a total of 41,185 life insurance contracts (against a figure of 43,719 in 2008).

The biggest share of total insurance contracts in force consisted of unit-linked insurance contracts, representing
a share of 69%.

As at 31.12.2009, Sampo Life had 45,776 insured persons on its contracts portfolio (48,706 in 2008).

In 2009, Sampo Life concluded 2,859 new contracts (against 4,522 in 2008) and surrendered or matured 5,434
contracts (against 4,130). A lower number of new contracts were concluded due to the changed business focus
and the targeting of lump sum investment clients instead of the focus of prior years on the regular savings client
segment. The increased number of contracts being surrendered was due to the weak macro-economical situation
in the Baltics and the unemployment situation which rapidly increased.

3.3. Contractual payments received and assets under management

The contractual payments received by Sampo Life totalled 664,692 thousand Estonian kroons in 2009 (480,405
thousand in 2008). This represents a 38% increase on the figures for 2008.
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Contractual payments received from new business in 2009 (such as contractual payments received from new
contracts concluded in 2009 and additional lump sum payments received for unit-linked insurance contracts)
totalled 464,873 thousand Estonian kroons (201,000), and contractual payments received for old business totalled
199,819 thousand Estonian kroons (280,000).

As at 31.12.2009, Sampo Life’s clients assets under management (AUM) amounted to 1,859,245 thousand
Estonian kroons (1,208,612), which is 54% more than at the end of 2008. The biggest share in AUM clients had
unit-linked insurance contracts which form 89% (83%) of clients’ total AUM.

3.4. Claims incurred

For Sampo Life in 2009, the total claims incurred with other out-payments amounted to 240,345 thousand
Estonian kroons (521,721), which is 54% less than in 2008. The majority of out-payments from valid contracts
were made from unit-linked AUM. The surrender ratio (the share of total claims incurred from total contractual
payments received) in 2009 reached 36% (109%). As for the number of contracts, the most contracts surrendered
was in regular saving guaranteed interest insurance contracts and unit-linked insurance contracts.

3.5. Investments

Sampo Life’s investment objective is to produce the highest possible return at an acceptable level of risk.
Successful investments provide clients with good nominal returns and also improve the solvency margin, and
satisfy the parent company’s return expectations.

As for the management of investments, in 2009 the Company continued its partnership with Danske Capital AS.
Sampo Life manages its investment portfolios of technical provisions as a single pan-Baltic portfolio.

Net income from investment activities (net of investment expenses) in 2009 totalled 21,260 thousand Estonian
kroons (against -1,262 thousand for 2008). Investment income of the Company’s own capital portfolio totalled
3,892 thousand Estonian kroons in 2009 (-761).

At the end of 2009, the total size of investment portfolio (except investments related to unit-linked life insurance
contracts) reached 405,868 thousand ||| | GTGcGcGzNG ’s
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