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The number of customers has increased an average of 

14,000 per year over the past fi ve years and the num-

ber of customers rose by 16,000 in 2012. The percent-

age of retail mortgage customers who have Läns-

försäkringar as their primarily bank is 82%.
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Loans have increased an average of 17% per year 

over the past fi ve years and net interest income 

has risen an average of 31% per year over the 

same period.
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Länsförsäkringar has Sweden’s most satisfi ed retail 

mortgage customers for the eighth consecutive year, 

according to the Swedish Quality Index.

Customer-owned regional 
insurance companies with 
local presence 
Länsförsäkringar comprises 23 local and customer-owned regional 

insurance companies and the jointly owned Länsförsäkringar AB. Cus-

tomers are provided with a complete offering of banking, insurance and 

real-estate brokerage services through the regional insurance companies.  

The basis is local presence – experience has proven that local decision-

making combined with joint administration and product development 

create added value for customers. Long-term respect for the security of 

customers is also fundamental. There are no external shareholders and 

customers’ needs and requirements thus comprise Länsförsäkringar’s 

primarily task. The Länsförsäkringar Alliance has almost 3.5 million 

customers and approximately 5,800 employees. 

 

The mortgage institution 
with Sweden’s most satisfi ed 
customers
Länsförsäkringar Hypotek is one of Sweden’s major mortgage institutions 

with mortgage volumes of SEK 101 billion and 177,000 customers. The 

strategy is to offer attractive mortgages primarily to the Länsförsäkringar 

Alliance’s retail and home-insurance customers. Lending is conducted 

solely in Sweden and in SEK and has very high credit quality. Loan origina-

tion is primarily targeted towards retail mortgages for private individuals. 

Customer contact takes place at the branches of the regional insurance 

companies and via mobile services, the Internet and telephone. The real 

estate brokerage Länsförsäkringar Fastighetsförmedling also mediates 

customer contacts at its branches. Länsförsäkringar has Sweden’s most 

satisfi ed retail mortgage customers for the eighth consecutive year, 

according to the Swedish Quality Index. Success is based on Läns-

försäkringar’s strong brand, local presence and the regional insurance 

companies being customer-owned.

This is Länsförsäkringar Hypotek
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THE YEAR 
IN BRIEF

KEY FIGURES

2012 2011 2010 2009 2008

Return on equity, % 5.2 3.6 3.5 4.1 4.1

Return on total capital, % 0.26 0.17 0.15 0.19 0.23

Investment margin, % 0.65 0.45 0.40 0.38 0.65

Cost/income ratio before loan losses 0.22 0.30 0.31 0.33 0.34

Cost/income ratio after loan losses 0.23 0.28 0.30 0.29 0.34

Capital adequacy ratio according to Basel II, % 24.2 22.8 22.3 24.2 27.6

Capital adequacy ratio according to transition rules, % 10.1 10.5 10.4  10.7 10.5

Tier 1 ratio and Core Tier 1 ratio according to Basel II, % 22.3 20.6 19.7 20.3 21.6

Tier 1 ratio and Core Tier 1 ratio according to 

transition rules, % 9.4 9.4 9.2  9.0 8.2

Percentage of impaired loans, net, % 0.00 0.00 0.01 0.00 0.11

Reserve ratio in relation to loans, % 0.04 0.04 0.05  0.05 0.07

Loan losses in relation to loans, % 0.00 0.00 0.00  –0.01 0.00
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Increase in net interest income and 
strengthened operating profi t

 Operating profi t rose 69% to SEK 319 M (189) and return on equity strengthened 

to 5.2% (3.6).

 Net interest income increased 57% to SEK 796 M (506).

 Loan losses amounted to SEK 2 M (–4), corresponding to unchanged loan losses 

of 0.00%.

 Lending rose 14% to SEK 101 billion (89).

 The Core Tier 1 ratio and Tier 1 ratio amounted to 22.3% (20.6) and the capital 

 adequacy ratio to 24.2% (22.8).

 The number of customers rose 10% to 177,000 (161,000).
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STATEMENT BY 
THE PRESIDENT

Sweden’s most satisfi ed 

retail mortgage customers 

Länsförsäkringar Hypotek reported stable 
growth in retail mortgage lending during 
the year. The number of customers rose 
16,000 to 177,000 and thus we continued to 
build for the future. We have an attractive, 
reasonably priced mortgage offering which 
is an entry product to a broader relationship 
with the bank. We have Sweden’s most 
 satisfi ed retail mortgage customers for the 
eighth consecutive year, indicating that our 
mortgage offering is very attractive in a 
highly competitive market. The survey 
revealed that the areas of value-for-money, 
product quality and service and sound 
advice from bank advisors received the 
highest ratings from customers. We have 
committed and knowledgeable employees 
and I am very proud of the outstanding 
 rating customers have given us concerning 
retail mortgages.

Primarily homes for private individuals 

Our retail mortgage lending operations have 
had a low risk profi le and very high credit 
quality since they were started in 2001. All 
loans are granted in Sweden and in SEK. 

Loans are primarily granted for private 
in dividuals’ homes with low average com-
mitments that are well distributed through-
out Sweden. The credit regulations for the 
operations, which are decided by the Board, 
apply to the entire credit process. The cus-
tomer-owned, independent regional insur-
ance companies possess customer and mar-
ket knowledge that provides high credit 
quality, along with the credit  regulations. 
Repayments, particularly for mortgages 
with higher loan-to-value ratios, is some-
thing that we recommend to our customers 
and is also a good savings alternative. 

Sweden stands strong 

At the end of the year, we could see clear 
signs that Sweden had also been affected by 
the economic downturn in Europe and other 
parts of the world. As a whole, Swedish 
growth was relatively stable in 2012 and 
Sweden’s government fi nances are in an 
excellent condition. 

The trend in housing prices in Sweden 
remained stable during the year and was 
attributable to several fundamental factors. 
One of the main reasons for the stable trend 
in housing prices is that there is a structural 

shortage of housing in Sweden that will 
take a very long time to reduce. Construc-
tion also declined with the downturn in the 
Swedish economy. Swedish households 
have healthy fi nances and the average dis-
posable income has risen in recent years. 

Highly successful funding 

The covered bonds, which hold the credit 
rating of AAA/stable from Standard & 
Poor’s and Aaa/stable from Moody’s, are 
the largest source of fi nancing in the Bank 
Group. Funding was well-functioning 
 during the year and we carried out many 
successful issuances and market activities 
that strengthened our brand in the capital 
market. 

Concern in Europe and new regulations 

The year in the capital market was charac-
terised by the widespread uncertainty con-
cerning the fi nancial problems of several 
European countries and how they were to 
be handled. European cooperation has, to 
date, managed to solve the acute fi nancial 
problems, and liquidity was added to the 
capital market in order for it to continue 
to function. 

Stable growth in 
mortgage volumes
Our retail mortgage lending operations have had a low risk profi le and 

very high credit quality since they were started in 2001. All loans are 

granted in Sweden and primarily for private individuals’ homes. During 

the year, Länsförsäkringar Hypotek reported stable growth and 

 Länsförsäkringar has Sweden’s most satisfi ed retail mortgage customers. 
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More and more regulations are being 
implemented, many of which are much-
needed and will also infl uence the content 
of the product offering. What we can now 
see is that the stricter capital requirements 
imposed on banks will probably lead to 
greater differentiation of loan pricing. 

A successful year 

Overall, 2012 was another highly success-
ful year for us with satisfi ed customers and 
stable growth. I look forward to continuing 
to build for the future with a sustained 
attractive mortgage offering and higher level 
of service to new and existing customers 
throughout Sweden. 

Stockholm, February 2013

ANDERS BORGCRANTZ
President
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STRATEGY 
AND POSITION

A successful strategy
Länsförsäkringar Hypotek is one of the larger mortgage institutions in 

 Sweden with profi table growth and Sweden’s most satisfi ed retail customers. 

Objectives

The aim is to continue to generate profi t-
able growth, have the most satisfi ed cus-
tomers and increase the share of retail mort-
gage customers who have both banking and 
insurance with Länsförsäkringar.

A strong position

Länsförsäkringar Hypotek is one of the 
larger mortgage institutions in Sweden and 
has Sweden’s most satisfi ed retail mortgage 
customers, according to the Swedish Qual-
ity Index. In 2012, the market position was 
strengthened and mortgage volumes grew 
14% to SEK 101 billion. The number of 
customers amounted to 177,000, up 10% or 
16,000 during the year. The vast majority of 
Länsförsäkringars mortgage customers have 
chosen Länsförsäkringar as their primary 
bank. According to the Swedish Quality 
Index, Länsförsäkringar also has Sweden’s 
most satisfi ed retail bank customers.

Business and mission

The business concept of the retail mort-
gages operations is primarily to offer mort-
gages to the Länsförsäkringar Alliance’s 
customers. Länsförsäkringar Hypotek’s 
mission is to fi nance banking and retail 
mortgage operations, and to develop prod-
ucts and concepts as well as to support 
the regional insurance companies in their 
mortgage sales and service to customers.

Strategy and distribution network

The strategy is to offer mortgages primarily 
to the Länsförsäkringar Alliance’s 2.9 mil-
lion retail customers and 1.8 million home-
insurance customers. The mortgage offer-
ing is an entry product and a strongly inte-
grated component of the bank offering. The 
local regional insurance companies are 
responsible for and provide these mort-
gages. Customer contact takes place during 
personal meetings at 130 of the 23 regional 
insurance companies’ branches and via 
mobile services, the Internet and telephone. 
The real estate brokerage Länsförsäkringar 
Fastighetsförmedling also mediates customer 
contacts at its 150 branches. 

With the entire banking and insurance 
offering, customers receive a secure, per-
sonal and attractive commitment with Läns-
försäkringar. Success is based on Läns-
försäkringar’s strong brand, local presence 
and the regional insurance companies being 
customer-owned.

A strong brand

Länsförsäkringar has the highest reputa-
tion among banking and insurance compa-
nies, according to Nordic Brand’s brand 
ranking and the Reputability Barometer for 
2012. Länsförsäkringar’s reputation is the 
highest in the retail market according to 
these surveys. 

Operating profi t and return on equity

Customer satisfaction, 

retail mortgages
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Operating profi t has risen an average of 47% 

per year over the past fi ve years, and the 

increase for 2012 was 69%. The return in equity 

amounted to 5.2% in 2012.

Länsförsäkringar received the highest marks of 

all Swedish mortgage providers in the Swedish 

Quality Index’s 2012 customer satisfaction survey. 

Länsförsäkringar received a high ranking for all 

of the categories measured and the largest differ-

ence compared with other mortgage providers 

was noted in loyalty.
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OFFERING

Retail mortgages and customer trend
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Retail mortgages have risen an average of 17% 

per year over the past fi ve years and the number 

of customers has increased an average of 11% 

per year over the past fi ve years.

Reasonably priced 
and attractive mortgages
The offering comprises mortgages for private individuals’ homes. Läns-

försäkringar has existed for more than 200 years in Sweden and Läns-

försäkringar Bank began its own retail mortgage lending operations in 

Länsförsäkringar Hypotek in 2001.

Mortgages

The offering primarily comprises mort-
gages for private individuals’ homes. 
Mortgages up to 75% of the market value 
on the granting date are deposited with 
Länsförsäkringar Hypotek and other mort-
gages are offered by Länsförsäkringar 
Bank. Loans to the public rose 14% to 
SEK 101 billion during the year.

Local customer-owned

The mortgage operations, which are con-
ducted only in Sweden, have a local pres-
ence with customer-owned regional insur-
ance companies that manage all contact 
with customers. The insurance customers 
of the Länsförsäkringar Alliance own the 
regional insurance companies, meaning 
that the bank is operated based on the prin-
ciples of customer ownership. The 
regional insurance companies’ involve-
ment, networks and local decision-making 
provides Länsförsäkringar with a broad 
and local presence. 

Strong customer relationships are based 
on personal service and high quality ser-
vice from mortgage advisors. According 
to the Swedish Quality Index, Läns-
försäkringar has the most satisfi ed retail 

mortgage customers among mortgage pro-
viders for the eigth consecutive year. The 
survey shows that Länsförsäkringar is the 
mortgage provider that customers con-
sider most reasonably priced and that best 
meets customer expectations in terms of 
quality, information and advice. Läns-
försäkringar received a higher rating than 
its competitors in the survey criteria of 
loyalty, image and the quality of products 
and services. For the eighth time in nine 
years, Länsförsäkringar Bank also has 
Sweden’s most satisfi ed retail bank cus-
tomers and the vast majority of the retail 
mortgage customers have chosen Läns-
försäkringar as their primary bank.

Long-term approach

The mortgage institution has low risk 
 tolerance and a long-term approach to 
returns. All lending takes place based on 
low risk which leads to a high level of 
credit quality. Customer and market 
knowledge and presence in the local com-
munity, combined with the credit regula-
tions and the credit scoring system for 
loan origination, generate growth with 
high credit quality.

Availability and service

Personal meetings with customers are a 
high priority within Länsförsäkringar and 
create trusting and long-term relationships. 
Personal meetings with customers take 
place at the local branches, which combined 
with mobile services and the telephone and 
Internet bank allow for all mortgage matters 
to be dealt with effi ciently and smoothly.
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ECONOMIC  
 ENVIRONMENT 
AND MARKET

GDP growth Government debt CDS levels
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Trends in the Swedish economy during the year 

were relatively positive. 

Swedish government debt is low and amounted 

to 32% of GDP for 2012.

The fi nancial market has a positive view of Sweden, 

which is particularly evident in Swedish fi ve-year 

CDS levels.

Sweden stands strong
Leading global economies were in different economic phases in 2012. The 

trend in the Swedish economy was relatively positive but declined towards 

the end of the year, primarily due to the weaker European economic cli-

mate. The status of Sweden’s government fi nances remained excellent. 

International economic climate 

and capital markets 

At the start of the year, the ECB injected 
another large sum of liquidity into the Euro-
pean banking system by offering its second 
three-year Long Term Refi nancing Opera-
tions (LTRO), which had a hugely positive 
effect on risk willingness among investors. 
Global stock markets rose for much of the 

fi rst quarter of 2012 and issuance activities 
accelerated considerably in the Swedish 
and European capital markets. 

The European economy subsequently 
weakened and the status of government 
fi nances in mainly Spain and Italy declined, 
causing attention to once again be directed 
to the serious fi scal, monetary and political 
challenges faced by Europe. Spain eventu-

ally applied for bailout loans for its banking 
sector and discussions on such subjects as 
a European banking union intensifi ed. 

The increasingly gloomy economic cli-
mate and heightened uncertainty surround-
ing Spain’s ability to refi nance its govern-
ment debt resulted in the ECB lowering its 
key interest rate from 1% to 0.75% in the 
summer of 2012, and later launching Out-
right Monetary Transactions (OMT). Under 
the OMT plan, the ECB will make condi-
tional purchases of government bonds 
issued by European states with fi nancial 
problems, which mainly resulted in lower 
government bond rates in Spain and Italy. 

Norway

Germany

US Source: GFI Group
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Housing-price trend Housing construction Household savings
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Swedish housing prices displayed a stable 

trend in 2012. 

Sweden has a huge shortage of housing that 

will take many years to overcome, caused by 

low housing construction for nearly 20 years. 

Swedish household savings are high in relation 

to their disposable incomes.  

The Federal Reserve, Bank of England and 
Bank of Japan subsequently followed the 
ECB’s example by also launching new 
stimulus packages and unconventional 
monetary policies in the form of quantita-
tive easing to stimulate the economy. The 
Federal Reserve intends to retain a zero 
interest rate and continue its massive pur-
chases of mortgage-backed securities until 
there is a signifi cant improvement in the 
labour market. 

The latter part of the year was dominated 
by the intense focus on the US and the out-
come of the US presidential election. Atten-
tion was then directed to a solution to the 
fi scal cliff. A positive trend was that the US 
housing market showed clear indications of 
a start to recovery. China showed signs of 
avoiding a hard landing, while the eco-
nomic outlook weakened for the previously 
resistant Germany. Overall, many countries 
found themselves in different economic 
phases by year-end.

Sweden 

Trends in the Swedish economy during the 
year were relatively positive due to stable 
household consumption, continued low 
infl ation and rising income. The year began 
with a stable economic performance, 
although the strong SEK together with the 
increasingly weak European economic cli-
mate led to a decline in Swedish export and 

the Swedish economy was also impacted by 
the economic slowdown in Europe. Order 
bookings fell in the summer and industrial 
production was lower, which combined 
with very low pressure on infl ation resulted 
in the Riksbank lowering its repo rate on 
three occasions during the year from 1.75% 
to 1.00%.  During the third quarter, GDP 
growth amounted to 0.7%. The labour mar-
ket declined slightly during the second half 
of 2012 but recovered towards the end of 
the year and the unemployment rate was 
7.8% at year-end. 

Sweden’s government debt remained 
low and amounted to 32% of GDP on 
December 31, 2012, while the government 
budget reported a very marginal defi cit. The 
robust Swedish government fi nances form 
a sound basis for a more stimulative eco-
nomic policy for the next few years. 

Stable housing prices 

Swedish housing prices displayed a stable 
trend in 2012. Prices of single-family 
homes rose 2% during the year and prices 
of tenant-owned apartments increased 8%, 
according to Real Estate Agency Statistics. 
According to Valueguard’s HOX index, 
prices of single-family homes rose 4% 
and prices of tenant-owned apartments 
increased 7%. Statistics from Statistics 
Sweden also revealed a stable trend in 
prices of single-family homes. Meanwhile, 

the slowdown in the economy led to a 
decline in housing construction during the 
second half of the year. Sweden has a huge 
shortage of housing that will take many 
years to overcome, and with fewer homes 
built this shortage will remain, suggesting 
that a stable housing-price trend will be 
maintained. 

Slowdown in credit growth 

As a consequence of the weaker economy, 
credit growth among Swedish households 
slowed down during the year as mortgage 
rates fell. The mortgage cap introduced in 
the autumn of 2010 together with the higher 
requirements on borrowers imposed by the 
banks contributed to this slowdown, while 
housing prices stabilised. The interest ratio 
remained low thanks to low mortgage rates 
and favourable income trend. Stress tests 
conducted by the Swedish Financial Super-
visory Authority showed that the repayment 
capacity of households also remained high 
with sharp increases in both interest rates 
and unemployment. Household wealth was 
signifi cantly higher than household debt 
and total savings are high. 

Germany

Norway

US Source: Macrobond

Germany

Norway

US Source: Macrobond
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LENDING AND 
CREDIT QUALITY 

Low risk tolerance 
and high credit quality  
All loans are granted in Sweden and in SEK. The loan portfolio mainly 

 comprises retail mortgages to households and has an excellent geographic 

spread throughout Sweden with low commitments. The credit regulations 

are determined by the Board and apply to the entire retail mortgage lending 

operations.

Credit process

Loan origination is primarily directed to-
wards mortgages for private individuals’ 
homes. All loans are calculated on the basis
of the credit regulations determined by the 
Board and the credit scoring system is 
largely automated. The regional insurance
companies are knowledgeable about their 
customers, possess in-depth local market 
knowledge and have a full-service cus-

tomer approach that benefi ts the entire 
bu siness. The remuneration model between 
Länsförsäkringar Hypotek and the regional 
insurance companies includes a strong 
incentive to maintain excellent credit qual-
ity. The retail mortgage operations impose 
strict requirements on customers’ repay-
ment capacity and the quality of collateral. 
In connection with credit scoring, the 
repayment capacity of borrowers and 

households is stress tested and the quality 
of the loan portfolio and the borrowers’ 
repayment capacity is continuously moni-
tored and reviewed. The decision-support 
model, combined with the expertise, local 
market knowledge and credit responsibility 
of the regional insurance companies, cre-
ates favourable conditions for balanced and 
consistent loan origination and a loan port-
folio that maintains very high credit quality.

Retail mortgages for private housing

The loan portfolio exclusively comprises 
loans in Sweden, with 95% of lending for 
private housing in the form of single-family 
homes, tenant-owned apartments and vaca-
tion homes. Of the remaining 5% of lending, 

Average loan-to-value ratio

0 5 10 15 20

71–75

61–70

51–60

41–50

31–40

21–30

11–20

0–10

LTV-span, %

%

The weighted average LTV of the cover pool was 63% on December 31, 

2012, according to the by-start LTV calculation method.
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Länsförsäkringar Hypotek’s collateral in the cover pool has the highest credit 

 quality, compared with all other Swedish issuers of covered bonds with a collateral 

score of 5.0% according to Moody’s. The average collateral score for Swedish 

 issuers is 7%.
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4% comprises fi rst-lien mortgages for multi- 
family housing and 1% fi rst-lien mortgages 
for industrial and offi ce properties. 

Cover pool

All lending, except 6%, is included in the 
cover pool. The collateral in the cover pool 
exclusively comprises private homes, 
including 78% single-family homes, 20% 
tenant-owned apartments and 2% vacation 
homes. At the end of 2012, the weighted 
average loan-to-value ratio (LTV) was 63% 
and the average loan amounted to SEK 
404,000. Only 56 commitments have a 
value above SEK 5 M. The collateral in the 
cover pool is stress tested continuously at a 
20% decline in the market value of the assets. 

During a stress test of the cover pool based 
on a 20% price drop in the market value of 
the mortgages’ collateral, the weigh ted aver-
age LTV amounted to 68% as of December 
31, 2012. Market-value analyses of the 
cover pool are performed continuously.

Impaired loans and reserves

Impaired loans and loan losses are at a very 
low level, indicating that credit quality is 
high. The percentage of impaired loans in 
relation to loans amounted to 0.00% at 
year-end and the reserve ratio in relation to 
loans amounted to 0.04%. The cover pool 
contains no impaired loans. Loan losses 
remained very low at SEK 2 M, corre-
sponding to loan losses of 0.00%. 

For more information concerning credit 
risks and credit quality, see note 3 Risks on 
page 28. For more information concerning 
loans, impaired loans and impairment of 
loan receivables, see Accounting policies 
on pages 21–27.

COVER POOL

Dec 31, 2012 Dec 31, 2011

Total volume, SEK billion 114 107

Swedish mortgages, SEK billion 95 84

Substitute collateral, SEK billion 19 21

Seperate deposit account SEK billion 1.5 1.6

Collateral Private homes Private homes

Weighted average LTV1), % 63 61

OC2), current level, % 25 22

Seasoning, months 58 58

Number of loans 236,639 215,668

Number of properties 109,057 98,766

Average commitment, SEK 000s 875 859

Average loan, SEK 000s 404 391

Interest-rate-fi xing period, up to 12 months, % 52 58

Interest-rate-fi xing period, more than 12 months, % 48 42

Impaired loans None None

1) According to the Maximum LTV per property calculation method.
2)  OC is calculated using nominal values and excludes accrued interest rates. 

Debt securities in issue in other currencies than SEK are translated into SEK with the swap rate. 

Debt securities in issue include repurchase agreements.

Cover pool, geographic distribution Cover pool, collateral distribution Cover pool, distribution of commitments

Stockholm 15%

Northern Sweden 17%

Southern Sweden 14%

Eastern Sweden 23%

Western Sweden 31%

Tenant-owned

apartments 20%

Vacation homes 2% Single-family homes 78%

SEK 1.5 – 2.5 M 

28%

SEK 2.5 – 5 M 9%

SEK 1 – 1.5 M 26%

< SEK 500 000 11%

SEK 500 000 –
1 M 26%

The cover pool is well distributed throughout Sweden 

in relation to the population.

Collateral in cover pool comprises only private homes. Commitments with a maximum loan amount of SEK 

1.5 million account for 63%. Only 56 commitments 

have a loan amount of more than SEK 5 million, corre-

sponding to 0.4% of the cover pool.
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FUNDING AND 
LIQUIDITY

Strong liquidity position 
The retail mortgage operations are mainly fi nanced through funding with 

Länsförsäkringar Hypotek’s covered bonds, which have the highest credit 

rating, Aaa/stable from Moody’s and AAA/stable from Standard & Poor’s.

Objectives

The aim of the funding operations is to 
ensure that the mortgage institution has a 
suffi ciently strong liquidity position to man-
age turbulent periods in capital markets, 
when access to funding is limited or even 
impossible. The liquidity risk is controlled 
and limited on the basis of a survival hori-
zon, meaning how long all known cash 
fl ows can be met without access to capital-
market fi nancing.

Financing sources

Retail mortgage operations are mainly 
fi nanced through funding with Läns-
försäkringar Hypotek’s covered bonds, 
which have the highest credit rating, Aaa/
stable from Moody’s and AAA/stable from 
Standard & Poor’s. The single most impor-
tant source of fi nancing is the Swedish cov-
ered bonds market, where Länsförsäkringar 
Hypotek has a number of outstanding liquid 
benchmark bonds. At year-end, Läns-
försäkringar Hypotek had six outstanding 
benchmark loans with maturity periods of 
2013–2018. The Swedish market is one of 
Europe’s largest and most liquid, which 
secures excellent access to long-term 
fi nancing.

Diversifi cation

Since all assets in the balance sheet are in 
SEK, the mortgage institution has no struc-

tural need for fi nancing in foreign currency. 
However, it has chosen to conduct a certain 
portion of its capital market funding in 
international markets in an effort to diver-
sify and broaden the investor base. In recent 
years, funding has also taken place through 
issuance of Euro Benchmark Covered 
Bonds, which has increased the funding 
diversifi cation and strengthened the brand 
in both the Swedish and European markets. 
At year-end, outstanding Euro Benchmark 
Covered Bonds with maturity in 2014 
and 2015 amounted to EUR 2 billion. In 
addition, the long-term funding is supple-
mented with covered bonds in primarily 
CHF and NOK.

Market activities and derivative 

management

The mortgage institution works pro-
actively with its outstanding liabilities by 
repurchasing bonds with short remaining 
terms against issuance of long-term liabili-
ties as a means of managing and minimis-
ing the liquidity and refi nancing risk. The 
market risks that arise in the lending and 
funding operations are managed through 
derivative instruments. Using derivatives 
increases the fl exibility of funding acti v-
ities, entailing that the fi nancing can be 
based on market conditions without 
 exposing the operation to interest-rate 
and currency risks.

Market trend

The European debt crisis continued to domi-
nate the fi nancial markets during the year 
and contributed to low key interest rates 
throughout the entire Western world. Growth 
expectations for global and Swedish eco-
nomies were adjusted downwards, while 
investors’ risk willingness was infl uenced 
by bailout packages from the ECB, the 
 Federal Reserve and other central banks. 
The fi nancial turmoil and considerably 
more stable Swedish economy, in relative 
terms, contributed to a major demand for 
investment in Swedish bonds, which had 
a positive effect on borrowing costs for 
Swedish banks. Credit spreads for covered 
bonds gradually narrowed during the year. 
The Swedish covered bonds market was 
highly successful.

Funding operations during the year

Retail mortgage operations had favourable 
access to funding throughout the entire 
year. Funding increased 7% to SEK 91 bil-
lion. During the year, a volume correspond-
ing to a nominal amount of SEK 28.5 bil-
lion was issued. Issuances were also con-
ducted in CHF and NOK. The covered 
bonds issued had a remaining average term 
of 2.3 years at year-end. In 2012, Länsför-
säkringar Hypotek issued three new cov-
ered domestic benchmark loans: LF Hypo-
tek 510, with maturity on June 17, 2015 
was issued in August; LF Hypotek 507, 
with maturity on June 21, 2017 was issued 
in January and LF Hypotek 511, with matu-
rity on June 20, 2018 was issued in October.

10 LÄNSFÖRSÄKRINGAR HYPOTEK 2012



Financing sources

Funding by programme

Funding by currency

Loans from 

Parent Company 

19%

Equity 4%

Covered 

bonds 77%

EMTCN 26%

MTCN 10% Swedish covered

Benchmark 64%

EUR 20%

CHF 4% NOK 1%

SEK 74%

Loans were fi nanced to 77% by covered bonds, 19% 

by loans from the Parent Company and 4% by equity.

At year-end, programme funding comprised 64% 

Swedish covered benchmark bonds, 26% covered 

EMTN programme and 10% covered MTN pro-

gramme.

Funding at year-end comprised to 74% SEK, to 20% 

EUR and the remaining portion was in CHF and NOK.

Programme funding by maturity
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FUNDING PROGRAMMES

Programme

Limit, Nom, 

SEK billion

Issued in 

2012, Nom, 

SEK billion

Issued in 

2011, Nom, 

SEK billion

Outstanding, 

Dec 31, 2012, 

Nom, 

SEK billion

Outstanding, 

Dec 31, 2011, 

Nom, 

SEK billion

Remaining 

average term, 

years 

Dec 31, 2012

Remaining 

average term, 

years 

Dec 31, 2011

Swedish 

covered 

benchmark Unlimited 22.7 11.7 58.8 53.9 2.4 2.6

MTCN SEK 30 3.3 4.8 8.7 10.1 1.5 1.2

EMTCN EUR 4 2.5 10.3 23.8 21.5 2.3 2.9

Total 28.5 26.8 91.3 85.5 2.3 2.5

SWEDISH COVERED BENCHMARK BONDS

Loans Date of maturity Outstanding, SEK billion Coupon, %

505 Sept. 18, 2013 5.5 4.50

506 May 5, 2014 13.8 4.50

510 June 17, 2015 3.7 2.25

508 Mar. 15, 2016 19.2 4.00

507 June 21, 2017 12.9 4.50

511 June 16, 2018 3.7 2.50

Total 58.8

Liquidity

Successful management of liquidity and 
fi nancing is characterised by effective 
long-term planning and a high level of
control. A satisfactory liquidity reserve is 
in place to ensure that suffi cient liquidity 
is always available. The liquidity reserve
totalled a nominal amount of SEK 20.1 
billion at December 31, 2012. The liquid-
ity reserve is invested in Swedish interest-
bearing securities with very high credit 
quality. A total of 85% of the liquidity 
reserve comprises Swedish covered bonds 
with the highest credit rating of AAA/ 
Aaa, 7% Swedish government bonds, and 
8% cash and cash equivalents in the sepa-
rate deposit account.

Rating

Länsförsäkringar Hypotek’s covered 
bonds have an unchanged highest rating 
of Aaa/stable from Moody’s and AAA/
stable from Standard & Poor’s. Läns-
försäkringar Hypotek is thus one of four 
issuers in the Swedish market for covered 
bonds with the highest rating from Stan-
dard & Poor’s and Moody’s. Läns-
försäkringar Bank’s credit rating for long-
term funding is A/stable from Standard & 
Poor’s and A2/negative from Moody’s. 
The rating for short-term funding is A–1 
from Standard & Poor’s and P–1 from 
Moody’s.
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The Board of Directors and the Presi-

dent of Länsförsäkringar Hypotek 

AB (publ) hereby submit the Annual 

Report for 2012.

Ownership

Länsförsäkringar Hypotek (publ) is part of 
the Länsförsäkringar Alliance, which com-
prises 23 local, independent and customer-
owned regional insurance companies that 
jointly own Länsförsäkringar AB (publ) 
and its subsidiaries. Länsförsäkringar AB 
(publ) is responsible for conducting joint 
business activities, strategic development 
activities and providing service. The aim is 
to create possibilities for the regional insur-
ance companies to continue to grow and be 
successful in their respective markets.

Länsförsäkringar Hypotek AB (publ) 
(556244-1781) is a subsidiary of Läns-
försäkringar Bank AB (publ) (516401-
9878), which is the Parent Company of the 
Bank Group and a subsidiary of Läns-
försäkringar AB (publ) (556549-7020). 
The Bank Group includes Länsförsäkringar 
Hypotek AB (publ), Länsförsäkringar 
Fondförvaltning AB (publ) (556364-2783) 
and Wasa Kredit AB (556311-9204). The 
abbreviated forms of all of these company 
names are used in the remainder of the 
Board of Directors’ Report.

As of January 1, 2002, the operations of 
Länsförsäkringar Hypotek are outsourced 
to Länsförsäkringar Bank. The President 
and parts of the fi nance department have 
been employed in Länsförsäkringar Hypo-
tek since 2005. Other administration is 
 handled in its entirety by Länsförsäkringar 
Bank.

BOARD OF 
DIRECTORS’ 
REPORT

Länsförsäkringar Hypotek – part of the Länsförsäkringar Alliance

Länsförsäkringar Hypotek

Retail mortgages

Länsförsäkringar Fondförvaltning

Mutual funds

Wasa Kredit

Leasing, hire purchase 

and unsecured loans

Länsförsäkringar Bank

Banking services - saving, lending and payments

Länsförsäkringar AB

3.5 million customers

23 local regional insurance companies

Focus of operations

The company conducts mortgages opera-
tions involving the origination of loans 
against collateral in the form of single-fam-
ily homes, tenant-owned apartments and 
vacation homes and industrial and offi ce 
properties. Lending, which is provided to 
private individuals and homeowners, is con-
ducted at 130 (125) branches of the regional 
insurance companies throughout Sweden 
and via mobile services, the Internet and 
telephone. Sales and certain administration 
of banking and mortgage services are car-
ried out in the branches of the regional insur-
ance companies. The regional insurance 
companies are reimbursed for sales and 
administration through a reimbursement 
system based on volumes managed. Another 
part of the full-service offering is the 150 
(143) branches of Länsförsäkringar Fas-
tighetsförmedling throughout Sweden.

Market commentary

Leading global economies were in different
economic phases in 2012. At the start of the 
year, the ECB injected another large sum of 
liquidity into the European banking system, 
which had a hugely positive effect on risk 
willingness among investors. The European 
economy subsequently weakened and the 
status of government fi nances in mainly 
Spain and Italy declined. During the sum-
mer, the ECB lowered its key interest rate 
from 1% to 0.75%. Later, a bailout package 
was launched to enable the ECB to make 
conditional purchases of government bonds 
issued by European states with fi nancial 
problems, which mainly resulted in lower 
interest rates in Spain and Italy. The Federal 

Reserve, Bank of England and Bank of 
Japan subsequently followed the ECB’s 
example by also launching new stimulus 
packages. The latter part of the year was 
dominated by a focus on the US and the 
outcome of the US presidential election. 
Attention was then directed to a solution to 
the fi scal cliff. A positive trend was that the 
US housing market showed clear indica-
tions of a start to recovery. China showed 
signs of avoiding a hard landing while the 
economic outlook weakened for the previ-
ously resistant Germany. 

Trends in the Swedish economy during 
the year were relatively positive due to sta-
ble household consumption, continued low 
infl ation and rising income. A strong SEK 
together with the increasingly weak Euro-
pean economic climate led to a decline in 
Swedish export and the Swedish economy 
was also impacted by the economic slow-
down in Europe. The slowdown, combined 
with very low pressure on infl ation, resulted 
in the Riksbank lowering its repo rate on 
three occasions during the year from 1.75% 
to 1.00%. Employment weakened slightly 
during the second half of 2012, totalling an 
unemployment rate of 7.8% at year-end.

The fi nancial turmoil and considerably 
more stable Swedish economy, in relative 
terms, contributed to a major demand for 
investment in Swedish bonds, which had a 
positive effect on funding costs for Swedish 
banks. Credit spreads for covered bonds 
gradually narrowed during the year. The 
Swedish covered bonds market was highly 
successful.

The housing price trend in Sweden 
 rem ained stable.
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Growth and customer trend

Loans to the public rose 14%, or SEK 12 
billion, to SEK 101 billion (89). The num-
ber of customers rose 10%, or 16,000, to 
177,000 (161,000), and 82% of mortgage 
customers have Länsförsäkringar as their 
primary bank. According to the Swedish 
Quality Index, Länsförsäkringar has Swe-
den’s most satisfi ed retail mortgage cus-
tomers for the eighth consecutive year. The 
survey shows that Länsförsäkringar is the 
mortgage provider that customers consider 
most reasonably priced and that best meets 
customer expectations in terms of quality, 
information and advice. And as in 2011, 
loyalty, image and the quality of products 
and services receives the highest rating. 
Länsförsäkringar also has Sweden’s most 
satisfi ed retail bank customers for the 
eighth time in nine years.

Earnings and profi tability

Profi t before loan losses increased 74% to 
SEK 322 M (185) and operating profi t rose 
69% to SEK 319 M (189) primarily due to 
higher net interest income. Return on equity 
strengthened to 5.2% (3.6).

Income

Net interest income rose 57%, or SEK 290 
M, to SEK 796 M (506). This rise was 
attributable to increased volumes and mar-
gins. The investment margin strengthened 
to 0.65% (0.45). Net interest income was 
charged with a provision totalling SEK 37 
M (34) for stability fund fees. Net gains 
from fi nancial items amounted to SEK 2 M 
(4). Operating income increased a total of 
57%, or SEK 150 M, to SEK 413 M (263), 
as a result of higher net interest income. Net 
commission fell to an expense of SEK 385 
M (249) attributable to higher compensa-
tion to the regional insurance companies.

Net interest income
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Expenses

Operating expenses rose 17% to SEK 91 M 
(78) as a result of the greater use of the Par-
ent Company’s services due to higher vol-

umes. The cost/income ratio before loan 
losses strengthened to 0.22 (0.30) and the 
cost/income ratio after loan losses strength-
ened to 0.23 (0.28).

Cost/Income ratio before loan losses
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Loan losses

Loan losses amounted to SEK 2 M (–4), net, 
corresponding to unchanged loan losses of 
0.00%. Reserves amounted to SEK 40 M 
(34), providing a reserve ratio in relation to 
loans of 0.04%. Impaired loans amounted 
to SEK 3 M (1), corresponding to an 
unchanged percentage of impaired loans 
of 0.00%. For more information regarding 
loan losses, reserves and impaired loans, 
see notes 15 and 19.

Loans

Loans to the public rose 14%, or SEK 12 
billion, to SEK 101 billion (89). Lending is 
conducted solely in SEK and in Sweden. 
The loan portfolio, comprising 75% single- 
family homes, 20% tenant-owned apart-
ments, 4% multi-family housing and 1% 
other lending, continued to have favourable 
credit quality.

Cover pool

All loans, except for only 6%, are included 
in the cover pool. The collateral comprises 
private homes: 78% single-family homes, 

20% tenant-owned apartments and 2% 
vacation homes. The geographic spread 
throughout Sweden is favourable and the 
average loan amount is SEK 404,000 
(391,000). The weighted average loan-to-
value ratio, LTV, was 63% (61) and the 
nominal, current OC amounted to 25% 
(22). During a stress test of the cover pool 
based on a 20% price drop in the market 
value of the mortgages’ collateral, the 
weighted average Max-LTV was 68% (67) 
on December 31, 2012. No impaired loans 
are included in the cover pool. Credit qual-
ity is high, which is also confi rmed by 
Moody’s key fi gure of collateral score from 
the report on October 9, 2012. The assets in 
Länsförsäkringar Hypotek’s cover pool 
continue to maintain the highest credit 
 quality among all Swedish covered- bond 
issuers and are among the best in Europe.

Funding

Debt securities in issue rose 7%, or SEK 6 
billion, to SEK 91 billion (85). Funding 
was successful during the year and the 
maturity structure for funding was highly 
diversifi ed. Covered bonds totalling a nom-
inal amount of SEK 28.5 billion (26.8) were 
issued and a nominal amount of SEK 16.0 
billion (12.3) was repurchased. Matured 
covered bonds amounted to a nominal 
amount of SEK 6.6 billion (7.9). For more 
information about the funding programmes, 
see page 11.

Liquidity

The liquidity reserve totalled a nominal 
amount of SEK 20.1 billion (22.8), of 
which 85% (60) is in Swedish covered 
bonds with an AAA/Aaa credit rating, 

COVER POOL 

Dec 31, 2012 Dec 31, 2011

Cover pool, SEK billion 114 107 

OC1), nominal, current level, % 25 22 

Weighted average Max-LTV, % 63 61

Collateral Private homes Private homes

Seasoning, months 58 58 

Number of loans 236,639 215,668

Number of borrowers 108,527 98,296

Number of properties 109,057 98,766

Average commitment, SEK 000s 875 859 

Average loan, SEK 000s 404 391 

Fixed-interest period, variable, % 52 58

Fixed-interest period, fi xed, % 48 42 

Impaired loans  None None

1)  OC is calculated using nominal values and excludes accrued interest rates. Debt securities in issue in other currencies than SEK are translated into 

SEK with the swap rate. Debt securities in issue include repurchase agreements. From June 1, 2012, OC is reported excluding the separate deposit 

account.
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7% (33) is Swedish government bonds and 
8% (7) comprises cash and cash equivalents 
in the separate deposit account. The level 
of the liquidity reserve corresponds to the 
refi nancing requirement for all debt securities 
in issue falling due in about 1.5 years.

Rating

Länsförsäkringar Hypotek is one of four 
issuers in the Swedish market for covered 
bonds with the highest rating from both 
Standard & Poor’s and Moody’s. The Par-
ent Company Länsförsäkringar Bank’s 
credit rating is A/stable from Standard & 
Poor’s and A2/negative from Moody’s.

Capital adequacy

Länsförsäkringar Hypotek applies the 
Internal Ratings-Based Approach (IRB 
Approach). The advanced IRB Approach is 
applied to all retail exposure and to coun-
terparty exposures to corporates and the 
agricultural sector up to SEK 5 M. The 
Foundation Internal Ratings-Based 
Approach is used for counterparty expo-
sures to corporates and the agricultural sec-
tor in excess of SEK 5 M. The Standardised 
Approach is applied to other exposures. 
Tier 1 and Core Tier 1 capital amounted to 
SEK 4,739 M (4,140) and the Tier 1 and 
Core Tier 1 ratio was 22.3% (20.6) accord-
ing to Basel II on December 31, 2012. The 
capital base amounted to SEK 5,143 M 
(4,584) and the capital adequacy ratio was 
24.2% (22.8). For more information on the 
calculation of capital adequacy, see note 3.

Employees 

Competent and forward-thinking employ-
ees are needed to grow, while retaining 
Sweden’s most satisfi ed retail mortgage 
customers year after year. Involvement in 
business planning, a performance-based 
remuneration model, attractive internal 
development opportunities, and benefi cial 
healthcare and insurance benefi ts are 
offered to the employees of the market’s 
strongest fi nancial brand. In 2012, the aver-
age number of employees was 6 (5), of 

whom 2 (1) were women and 4 (4) were 
men. With the aim of developing employ-
ees the focus in 2012 was clear leadership 
that utilises the potential of each individual 
employee and drives performance in an 
optimal manner. The working model for 
performance coaching was continuously 
monitored in the autumn of 2012. Market-
ing Länsförsäkringar as an attractive 
employer includes a social media presence, 
where students are active in both their free 
time and when seeking employment. The 
23 regional insurance companies have many 
local partnerships with universities and col-
leges, which also strengthens the employer 
brand in the recruitment market. Both exter-
nal and internal recruitment takes place.

Environment

The environmental work of the retail mort-
gage operations is directly linked to the 
joint environmental policy of the Läns-
försäkringar AB Group. The aim of the 
environmental work is to reduce costs, 
improve customer service and achieve clear 
environmental gains that contribute to sus-
tainable development for customers and 
society. The Länsförsäkringar AB Group 
acquired ISO 14001 certifi cation – which 
guarantees a systematic approach to envi-
ronmental management – several years ago. 
In 2012, this certifi cation was confi rmed by 
a new partnership with SFK Certifi cation. 
As of the spring of 2012, the entire Läns-
försäkringar AB Group now uses green 
electricity. The electricity has been desig-
nated a Good Environmental Choice by the 
Swedish Society for Nature Conservation. 
Länsförsäkringar intends for the environ-
mental work of its banking and insurance 
operations to be credible and proactive. 
Environmental work is a high priority for 
Länsförsäkringar as a customer-owned 
company with local presence and broad 
commitment.

Risks and uncertainties

Länsförsäkringar Hypotek is exposed to 
a number of risks, primarily credit risks, 

liquidity risks and market risks. The macro-
economic situation in Sweden is critical for 
credit risk since all loans are granted in 
Sweden. Market risks primarily comprise 
interest-rate risks, which are restricted 
through narrow limits. The operations are 
characterised by a low risk profi le. Loan 
losses remain low and the refi nancing of 
business activities was highly satisfactory 
during the year. 

For information about the risks in the 
operations, risk and capital management 
and the principles for risk governance, 
see note 3 Risks on page 28.

Expectations regarding 

future development 

Länsförsäkringar Hypotek intends to main-
tain its strategic focus by achieving profi t-
able growth with high credit quality and 
maintaining a favourable level of capitali-
sation. Growth in lending will take place 
by paying close attention to changes in the 
business environment, the fi nancial situa-
tion and the prevailing circumstances in the 
capital market. Favourable liquidity will be 
maintained. The continued market strategy 
is to conduct sales and customer marketing 
activities targeting the regional insurance 
companies’ customers.

Events after year-end

No signifi cant events took place after the 
close of the year.

Proposed appropriation of profi t

The following profi t is at the disposal of 
the Annual General  Meeting:

SEK

Fair value reserve 81,684,842

Retained earnings 4,111,582,695

Group contribution paid, net –182,039,000

Shareholders’ contribution received 538,000,000

Net profi t for the year 257,343,429

Profi t to be appropriated 4,806,571,966

The Board proposes that SEK 4,806,571,966 
be carried forward, of which SEK 81,648,842 
be allocated to the fair value reserve.

For more information on the company’s recognised 

earnings, fi nancial position and average number of 

employees, see the  income statement, balance sheet, 

cash-fl ow statement, changes in shareholders’ equity 

and notes on pages 18–44. See page 17 for the fi ve-

year summary. All fi gures in the Annual Report are 

reported in SEK M unless  otherwise specifi ed.

RATING

Company Agency

Long-term 

rating

Short-term 

rating

Länsförsäkringar Hypotek1) Standard & Poor’s AAA/stable A–1+

Länsförsäkringar Hypotek1) Moody’s Aaa/stable –

Länsförsäkringar Bank Standard & Poor’s A/stable A–1(K–1)

Länsförsäkringar Bank Moody’s A2/negative P–1

1) Pertains to the company’s covered bonds.
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CORPORATE 
GOVERNANCE 
REPORT

Introduction

Länsförsäkringar Hypotek AB (referred to 
below as Länsförsäk ringar Hypotek) is a 
wholly owned subsidiary of Länsförsäkrin-
gar Bank AB. Länsförsäkringar Bank AB 
and its subsidiaries are included in the 
Läns försäkringar AB Group. Läns-
försäkringar Hypotek is a public limited lia-
bility company whose bonds are listed on 
Nasdaq OMX Stockholm, the Luxembourg 
Stock Exchange and SIX Swiss Exchange.
Länsför säkringar Hypotek does not comply 
with the Swedish Code of Corporate Gov-
ernance, referred to below as the Code.

Shareholders and General Meeting

Shareholders exercise their voting rights at 
the Annual General Meeting, which is the 
highest decision-making body. A general 
meeting is usually held once a year, the 
Annual General Meeting. Länsförsäkringar 
Bank AB owns 100% of the share capital 
and voting rights, and votes at the Meeting 
using the full number of shares owned. 

Decisions are made at the Annual Gen-
eral Meeting pertaining to the Annual 
Report, the election of members of the 
Board and auditors, remuneration to Board 
members and auditors and other important 
matters to be addressed in accordance with 
laws and the Articles of Association.

The President of the Parent Company, 
Länsförsäkringar Bank AB, in consultation 
with the CEO of Länsförsäkringar AB, sub-
mits  proposals regarding the Board of Direc-
tors and auditors of Länsförsäkringar Hypo-
tek, and fees to these members and auditors.

Composition of Board of Directors

The Board of Directors of Länsförsäkringar 
Hypotek is elected by the Annual General 

Meeting and, in accordance with the Arti-
cles of Association, is to comprise between 
fi ve and ten Board members elected by the 
Annual General Meeting, with no more 
than three deputies. Board members are 
elected at the Annual General Meeting for a 
mandate period of two years. The President 
is not a member of the board. Läns-
försäkringar Hypotek has no time limit for 
the length of time a member may sit on the 
Board and no upper age limit for Board 
members. The Chairman of the Board is 
appointed by the Annual General Meeting.

The Board currently comprises a total of 
fi ve members. The Chairman of the Board 
is the President of Länsförsäkringar Bank 
AB. A presentation of the Board members 
can be found on page 47.

Board responsibilities

The Board is responsible for the organisa-
tion and administration of the company and 
for handling and making all decisions con-
cerning issues of material signifi cance and 
of an overall nature relating to the compa-
ny’s operations. The Board appoints, evalu-
ates and dismisses the President, adopts an 
appropriate organisation and the goals and 
strategies of the operations, and ensures 
that effi cient systems are in place for inter-
nal control and risk management.

Every year, the Board adopts a formal 
work plan. The formal work plan includes 
regulations on the duties and responsibili-
ties of the Board, its Chairman and its 
members, delegation of duties within the 
Board, the lowest number of Board meet-
ings, procedures for reporting on the oper-
ations and fi nancial reports, as well as pro-
cedures for Board meetings in terms of 
notices of meetings and presentation of 

materials, as well as disqualifi cation 
from taking part in decisions.

The Board is to continuously remain 
informed about the performance of the com-
pany to be able to continuously assess the 
company’s fi nancial situation and position. 
Through its formal work plan, the Board has 
established that fi nancial reporting is to take 
place through regular Board meetings.

The Board must also regularly manage 
and evaluate the company’s risk develop-
ment and risk management. During the 
year, the Board regularly reviews the com-
pany’s earnings and sales trends, fi nancial 
position and risk trends in relation to the 
business plan and forecasts. The Board 
receives regular reports from Compliance, 
Risk Control and Internal Audit. The Board 
continuously monitors current matters with 
authorities.

Internal control and risk management 

relating to fi nancial reporting

The Board of Directors is responsible for 
the control and governance of the opera-
tions. This responsibility includes the prep-
aration of an effi cient system for risk man-
agement and internal control. The risk-
management system is to ensure that, for 
example, risks can be continuously identi-
fi ed, managed and reported. Internal control 
is a process designed to provide reasonable 
assurance that the objectives of the opera-
tions are achieved in terms of appropriate 
and effective business operations, reliable 
fi nancial reporting and information about 
the operations and compliance with appli-
cable internal and external regulations. The 
internal-control system encompasses all 
parts of the organisation and is an integral 
part of the operations.
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Internal control is based on a system com-
prising three lines of defence. The fi rst line 
of defence is the operations, the second the 
Compliance and Risk Control functions and 
the third the Internal Audit function. The 
second and third lines of defence are inde-
pendent in relation to the fi rst line.

The purpose of the internal control of the 
fi nancial reporting is to manage risks in the 
processes pertaining to the preparation of 
the fi nancial reporting and to ensure a high 
level of reliability in such reporting.

Control environment

The foundation of internal control relating 
to fi nancial reporting is the control environ-
ment, consisting of the organisation, deci-
sion-making procedures and allocation of 
authorities and responsibilities among the 
various bodies that the Board of Directors 
and the President have established. The 
control environment also includes the val-
ues and corporate culture that the Board, 
the President and management communi-
cate and work from to create appropriate 
and effi cient operations.

The process for internal control and risk 
management involves four main activities: 
risk assessment, control activities, informa-
tion and communications, and follow-up.

Risk assessment

Risk assessment includes identifying and 
analysing the source of risks affecting inter-
nal control relating to fi nancial reporting. 
These risks are analysed at company level. 
Länsförsäkringar Hypotek is governed 
through common processes, in which risk 

management is built into every process 
and various methods are used to value and 
restrict risks and to ensure that identifi ed 
risks are managed in accordance with 
established governance documents.

The processes and control activities 
associated with key risks are assessed based 
on the risk analysis to identify material 
errors in the fi nancial reporting. The risks 
associated with the operations conducted in 
Länsförsäkringar Hypotek are managed in 
the part of the operations in which they arise.

Control activities 

Risks in fi nancial reporting are controlled 
through carefully prepared fi nancial state-
ments, standardised work routines with 
built-in control functions and the evaluation 
of ongoing improvements. The fi nancial 
information is analysed and reviewed at 
various organisational levels before being 
presented publicly.

Efforts are ongoing to eliminate and 
reduce identifi ed signifi cant risks affecting 
internal control relating to fi nancial report-
ing. This includes the development and 
improvement of control  activities, and 
efforts to ensure that employees have the 
 appropriate expertise.

Information and communications 

Internal governance documents are subject 
to review and reassessment at least once a 
year. All governance documents are pub-
lished on Länsförsäkringar Hypotek’s 
intranet. Every manager must ensure that 
the regulations are communicated to 
affected subordinate staff.

Follow-up

Activities to ensure compliance with inter-
nal and external regulations take place in 
each part of the operations. The Internal 
Audit function was established to assist the 
Board in following up and ensuring that the 
scope and direction of the operations com-
plies with the targets established by the 
Board and are in line with guidelines issued 
by the Board. Based on its reviews, the 
Internal Audit function is to form an opin-
ion as to whether the operations are con-
ducted in an effi cient manner, whether 
reporting to the Board provides a true and 
fair view of the operations, and whether 
the operations are conducted in accordance 
with appli cable internal and external regu-
lations. The Internal Audit function reports 
to the Board of Directors. In addition, each 
manager is to ensure compliance with gov-
ernance documents in their area of respon-
sibility and that procedures for self-assess-
ments are in place.
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SEK M 2012 2011 2010 2009 2008

INCOME STATEMENT

Interest income 7,205.9 6,891.7 4,018.9 3,641.8 5,146.8

Interest expense –6,410.3 –6,385.3 –3,613.1 –3,356.4 –4,785.8

Net interest income 795.6 506.4 405.8 285.4 361.0

Net commission expense –385.2 –248.6 –198.2 –162.8 –174.8

Net gains/losses from fi nancial items 2.4 4.5 8.0 76.8 8.5

Other operating income 0.1 0.4 0.0 0.1 0.1

Total operating income 412.9 262.7 215.6 199.5 194.8

Staff costs –12.9 –13.6 –10.4 –10.7 –11.1

Other administration expenses –78.2 –64.4 –57.0 –55.4 –54.5

Depreciation –0.1 0 – – –

Total operating expenses –91.2 –78.0 –67.4 –66.1 –65.6

Profi t before loan losses 321.7 184.7 148.2 133.4 129.2

Loan losses, net –2.3 4.0 3.3 7.4 –0.2

Operating profi t 319.4 188.7 151.5 140.8 129.0

Tax on net profi t for the year –62.1 –39.2 –46.7 –40.9 –36.2

Net profi t for the year 257.3 149.5 104.8 99.9 92.8

BALANCE SHEET

Assets

Treasury bills and other eligible bills 1,544.9 8,341.5 2,820.7 – –

Loans to credit institutions 1,696.2 1,912.1 8,155.8 9,389.0 9,723.0

Loans to the public 101,434.4 88,625.0 79,666.7 67,535.9 53,592.4

Bonds and other interest-bearing securities 18,218.7 14,504.5 12,483.3 2,056.7 –

Derivatives 1,746.4 1,470.3 995.9 1,416.8 2,167.5

Other assets and accrued income 2,678.0 2,558.4 1,547.1 1,351.6 1,701.1

Total assets 127,318.6 117,411.8 105,669.5 81,750.0 67,184.0

Liabilities and equity

Due to credit institutions 22,984.2 19,985.7 17,844.4 20,476.2 18,221.0

Funding from the public – – – – –

Debt securities in issue 90,962.4 85,396.2 79,695.4 54,679.5 42,284.8

Derivatives 2,824.3 2,237.8 1,864.8 842.8 1,188.8

Other liabilities and accrued expenses 5,155.2 4,949.5 2,141.4 2,291.9 2,475.5

Provisions 0.5 – 0.2 0.2 0.2

Subordinated liabilities 501.0 501.0 501.0 575.0 662.6

Equity 4,891.0 4,341.6 3,622.3 2,884.4 2,351.1

Total liabilities and equity 127,318.6 117,411.8 105,669.5 81,750.0 67,184.0

KEY FIGURES

Return on equity, % 5.2 3.6 3.5 4.1 4.1

Return on total capital, % 0.26 0.17 0.15 0.19 0.23

Investment margin, % 0.65 0.45 0.40 0.38 0.65

Cost/income ratio before loan losses 0.22 0.30 0.31 0.33 0.34

Cost/income ratio after loan losses 0.23 0.28 0.30 0.29 0.34

Capital adequacy ratio according to Basel II, % 24.2 22.8 22.3 24.2 27.6

Capital adequacy ratio according to transition rules, % 10.1 10.5 10.4  10.7 10.5

Tier 1 ratio and Core Tier 1 ratio according to Basel II, % 22.3 20.6 19.7 20.3 21.6

Tier 1 ratio and Core Tier 1 ratio according to transition rules, % 9.4 9.4 9.2  9.0 8.2

Percentage of impaired loans, net, % 0.00 0.00 0.01 0.00 0.11

Reserve ratio in relation to loans, % 0.04 0.04 0.05  0.05 0.07

Loan losses in relation to lending, % 0.00 0.00 0.00 –0.01 0.00

Five-year summary
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SEK M Note 2012 2011

Interest income 5 7,205.9 6,891.7

Interest expense 6 –6,410.3 –6,385.3

Net interest income  795.6 506.4

Commission income 7 2.4 2.2

Commission expense 8 –387.6 –250.8

Net gains from fi nancial items 9 2.4 4.5

Other operating income 10 0.1 0.4

Total operating income  412.9 262.7

Staff costs 11 –12.9 –13.6

Other administration expenses 12, 13 –78.2 –64.4

Deprecation and impairment of property 

and equipment 14 –0.1 0.0

Total operating expenses  –91.2 –78.0

Profi t before loan losses  321.7 184.7

Loan losses, net 15 –2.3 4.0

Operating profi t  319.4 188.7

Tax 16 –62.1 –39.2

Net profi t for the year  257.3 149.5

Statement of comprehensive income

SEK M 2012 2011

Net profi t for the year 257.3 149.5

Other comprehensive income

Available-for-sale fi nancial assets

 Change in fair value –48.0 161.0

 Reclassifi cation adjustments on realised securities –38.4 –3.6

 Tax 22.5 –41.4

Total other comprehensive income for the year, 

net after tax –63.9 116.0

Comprehensive income for the year 193.4 265.5

SEK M Note Dec 31, 2012 Dec 31, 2011

ASSETS 

Treasury bills and other eligible bills 17 1,544.9 8,341.5

Loans to credit institutions 18 1,696.2 1,912.1

Loans to the public 19 101,434.4 88,625.0

Bonds and other interest-bearing securities 20 18,218.7 14,504.5

Derivatives 21 1,746.4 1,470.3

Fair value changes of interest-rate-risk 

hedged items in portfolio hedge 22 781.1 640.5

Property and equipment 23 0.6 0.3

Deferred tax assets 24 3.3 0.3

Other assets 25 23.4 1.2

Prepaid expenses and accrued income 26 1,869.6 1,916.1

TOTAL ASSETS  127,318.6 117,411.8

LIABILITIES, PROVISIONS AND EQUITY 

Due to credit institutions 27 22,984.2 19,985.7

Debt securities in issue 28 90,962.4 85,396.2

Derivatives 21 2,824.3 2,237.8

Fair value changes of interest-rate-risk 

hedged items in portfolio hedge 22 2,067.7 1,755.8

Other liabilities 29 256.0 355.4

Accrued expenses and deferred income 30 2,831.5 2,838.3

Provisions 31 0.5 –

Subordinated liabilities 32 501.0 501.0

Total liabilities and provisions  122,427.6 113,070.2

Equity 34

Share capital, 70,335 shares  70.3 70.3

Statutory reserve  14.1 14.1

Fair value reserve  81.7 145.6

Retained earnings  4,467.6 3,962.1

Net profi t for the year  257.3 149.5

Total equity  4,891.0 4,341.6

TOTAL LIABILITIES, PROVISIONS 

AND EQUITY  127,318.6 117,411.8

Memorandum items 35

For own liabilities, pledged assets/collateral  95,541.1 86,366.1

Other pledged assets/collateral  None None

Contingent liabilities  2,730.6 2,192.6

Other commitments  4,952.2 3,893.7

Other notes 

Company information 1

Accounting policies 2

Risks 3

Segment reporting 4  

Assets and liabilities, foreign currency 33  

Financial assets and liabilities by category 36  

Fair value valuation techniques 37  

Disclosures on related parties 38  

Events after the balance-sheet date 39  

Income statement Balance sheet
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SEK M 2012 2011

Cash and cash equivalents, January 1 5.8 22.9

Operating activities 

Operating profi t before tax 319.3 188.7

Adjustment of non-cash items 36.2 –64.1

Change in assets of operating activities

Change in treasury bills and other eligible bills 6,446.1 –5,051.8

Change in loans to credit institutions 216.9 6,226.7

Change in loans to the public –12,816.0 –8,952.1

Change in bonds and other interest-bearing securities –3,618.6 –1,626.8

Change in derivatives –83.2 259.1

Change in other assets –22.0 –0.1

Change in liabilities of operating activities

Change in due to credit institutions 3,051.2 2,126.1

Change in debt securities in issue 6,395.2 6,154.1

Change in other liabilities –29.1 54.6

Change in derivatives –85.1 136.6

Cash fl ow from operating activities –189.1 –549.0

Investing activities

Acquisition of property and equipment –0.3 –0.3

Cash fl ow from investing activities –0.3 –0.3

Financing activities 

Shareholders’ contribution received 538.0 710.0

Group contribution paid –347.5 –177.8

Cash fl ow from fi nancing activities 190.5 532.2

Net cash fl ow for the year 1.1 –17.1

Cash and cash equivalents, December 31 6.9 5.8

Non-cash items

Change in surplus value of fi nancial assets 2.3 2.3

Other unrealised change in securities, net –11.0 –35.9

Change in impairment of loan losses, excluding recoveries 5.9 –8.5

Change in accrued expense/income 40.0 –21.8

Provisions 0.6 –0.2

Other –1.6 –

Total non-cash items 36.2 –64.1

Cash and cash equivalents comprise:

Loans to credit institutions, payable on demand 6.8 5.8

Total cash and cash equivalents 6.8 5.8

Interest received amounts to 7,309.8 6,394.2

Interest paid amounts to 6,509.4 5,941.9

Income tax paid amounts to 0.0 0.0

Cash and cash equivalents are defi ned as loans and due to credit institutions, payable on 

demand. 

SEK M

Share 

capital 

Statu-

tory 

reserve 

Fair value 

reserve 

Retained 

earnings

Net pro-

fi t for the 

year Total

Opening balance, January 1, 

2011 70.3 14.1 29.6 3,403.5 104.8 3,622.3

Net profi t for the year 149.5 149.5

Other comprehensive income 

for the year 116.0 116.0

Comprehensive income for 

the year 116.0 149.5 265.5

Resolution by Annual General 

Meeting 104.8 –104.8  –

Group contribution paid –347.6 –347.6

Tax on Group contribution paid 91.4 91.4

Conditional shareholders’ 

contribution received 710.0 710.0

Closing balance, Dec 31, 2011 70.3 14.1 145.6 3,962.1 149.5 4,341.6

Opening balance, January 1, 

2012 70.3 14.1 145.6 3,962.1 149.5 4,341.6

Net profi t for the year 257.3 257.3

Other comprehensive income 

for the year –63.9 –63.9

Comprehensive income for 

the year –63.9 257.3 193.4

Resolution by Annual General 

Meeting 149.5 –149.5 –

Group contribution paid –247.0 –247.0

Tax on Group contribution paid 65.0 65.0

Conditional shareholders’ 

contribution received 538.0 538.0

Closing balance, Dec 31, 2012 70.3 14.1 81.7 4,467.6 257.3 4,891.0

Statutory reserve 

The statutory reserve continues to comprise restricted equity but no new provisions to the 

 statutory reserve are required. The statutory reserve also includes amounts that were added 

to the share premium reserve prior to January 1, 2006.

Fair value reserve 

The fair value reserve includes the accumulated net change in the fair value of available-for- 

sale fi nancial assets until the asset is derecognised from the balance sheet. Any impairment 

losses are recognised in profi t and loss.

Retained earnings, including net profi t for the year 

Retained earnings, including net profi t for the year includes profi t earned. Paid and received 

Group contributions after tax are also included as well as shareholders’ contributions received.

Cash-fl ow statement, indirect method Statement of changes in shareholders’ equity

20 LÄNSFÖRSÄKRINGAR HYPOTEK 2012



NOTE 1 COMPANY INFORMATION

The Annual Report for Länsförsäkringar Hypotek AB (publ) (Corp. 
Reg. No. 556244-1781) was presented on December 31, 2012. 
Läns försäkringar Hypotek AB (publ) is a mortgage institution reg-
istered in Sweden, with its registered offi ce in Stockholm. The 
address of the head offi ce is Tegeluddsvägen 11–13. The company 
is a wholly owned subsidiary of Länsförsäkringar Bank AB (publ) 
(Corp. Reg. No. 516401-9878), with its registered offi ce in Stock-
holm, which prepares the consolidated fi nancial statements for the 
smallest Group in which Länsförsäkringar Hypotek AB (publ) is 
a subsidiary. Länsförsäkringar Hypotek AB (publ) is part of the 
Group for which Länsförsäkringar AB (publ) (Corp. Reg. No. 
556549-7020), with its registered offi ce in Stockholm, prepares 
the consolidated fi nancial statements for the largest Group in 
which the company is included as a sub-subsidiary. 

The Annual Report for Länsförsäkringar Hypotek AB (publ) was 
approved by the Board and President for publication on February 
14, 2013. Final approval of the Annual Report will be made by the 
company’s Annual General Meeting on May 13, 2013.

 

NOTE 2 ACCOUNTING POLICIES

Compliance with standards and legislation 

Länsförsäkringar Hypotek prepares its accounts in accordance 
with the Swedish Annual Accounts Act for Credit Institutions and 
Securities Companies (ÅRKL), the Swedish Financial Supervisory 
Authority’s regulations and general guidelines regarding annual 
accounts for credit institutions and securities companies (FFFS 
2008:25, including amendment regulations) and the Swedish 
Financial Reporting Board’s recommendation RFR 2 Accounting 
for Legal Entities.

The company applies legally restricted IFRS and this pertains to 
standards adopted for application with the restrictions stipulated by 
RFR 2 and FFFS 2008:25, including amendment regulations. This 
means that all IFRS and interpretation statements adopted by the 
EU are applied as far as possible within the framework of the Swedish 
Annual Accounts Act and taking into consideration the connection 
between accounting and taxation.

Conditions relating to the preparation of the 

fi nancial statements 

Länsförsäkringar Hypotek’s functional currency is Swedish kronor 
(SEK), which is also the reporting currency. The functional currency 
is the currency in the primary fi nancial environments in which the 
company conducts its operations, which means that the fi nancial 
statements are presented in Swedish kronor. All amounts, unless 
otherwise stated, are rounded to the nearest million (SEK M).

The reporting is based on historical cost. Financial assets and liabi-
lities are recognised at amortised cost, except for certain fi nancial 
assets and liabilities that are measured at fair value, see note 37, or 
when fair value hedge accounting is applied. Financial assets and 

 liabilities measured at fair value comprise derivative instruments, 
fi nancial instruments classifi ed as fi nancial assets or fi nancial liabili-
ties measured at fair value through profi t or loss or as available-for-
sale fi nancial assets.

The accounting policies stated below have been applied to all 
periods presented in the fi nancial statements.

Judgements and estimates 

The preparation of accounts in accordance with IFRS requires that 
management make judgments and estimates, and make assump-
tions that affect the application of the accounting policies and the 
recognised amounts of income, expenses, assets, liabilities and con-
tingent liabilities presented in the accounts. These judgments and 
estimates are based on historic experiences and the best information 
available on the balance-sheet date. The actual outcome may devi-
ate from these judgments and estimates.

Estimates and assumptions are reviewed regularly. Changes 
in estimates are reported in the period in which the change is made 
if the change only affects that period, or in the period in which the 
change is made and future periods if the change affects the period 
in question and future periods.

Critical judgments made in the application 

of the company’s accounting policies 

Company management discussed with the Audit Committee the 
performance, selection and disclosures relating to the company’s 
signifi cant accounting policies and estimates, and the application 
of these policies and estimates. The critical judgments made in the 
application and selection of the company’s accounting policies are 
primarily attributable to:
• The selection of categories and valuation methods for fi nancial 

instruments (described in the section on fi nancial instruments 
below).

• The company’s remuneration to the regional insurance compa-
nies, which the company has opted to recognise as commission 
expense. The regional insurance companies are compensated for 
their work with Länsförsäkringar Hypotek’s customer-related 
matters in each of the regional insurance companies’ geographic 
areas. See note 8.

Key sources of estimation uncertainty 

Key sources of uncertainty in estimates mainly comprise impairment 
requirements for loan losses. Loans identifi ed on an individual basis 
as impaired, and accordingly on which impairment losses are to be 
recognised, are valued at the present value of future cash fl ows dis-
counted by the original effective rate. Information and data collated 
under the framework of the Group’s Internal Ratings-based Approach 
model are primarily used as support in making estimates of expected 
future cash fl ows. 

Such information is adjusted to a number of factors to provide a 
neutral estimate of expected cash fl ows. Secondly, other models are 
used based on historic experience. Any impairment requirements 

Notes to the fi nancial statements 

All fi gures in SEK M unless otherwise stated.
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on loans that are not deemed to require individual impairment 
loss recognition are identifi ed and assessed collectively. Firstly, 
a method is used which is based on the information collated and 
processed under the framework of capital adequacy work, and sec-
ondly, estimates are based on historical values and experience-based 
adjustments of these values to the current situation. Determining 
that a loss event has occurred for a group of receivables entails 
higher uncertainty since several different events may have an impact. 
For a more detailed description, refer to the section Loans.

Changed accounting policies caused by new or amended 

IFRSs and interpretive statements 

The changes applied by the company since January 1, 2012 are 
described below. Other changes to IFRS applicable from 2012 
had no signifi cant effect on the company’s accounts. 

Disclosures – Transfers of fi nancial assets 

According to the revised IFRS 7, disclosure is to be provided for 
fi nancial assets that have been derecognised in their entirety or in 
part. This means that further information will need to be provided 
regarding the company’s repurchase agreements. 

New IFRS and interpretations that have not yet taken effect 

The new and revised standards and interpretation statements 
described below will not take effect until the next fi scal year, and 
have not been applied when preparing these fi nancial statements.
• IAS 1 Presentation of Financial Statements. This amendment 

pertains to the presentation of items in other comprehensive 
income. The items are to be divided into two categories: items 
that can be reclassifi ed to net profi t for the period and items that 
cannot be restated in net profi t for the period. Other comprehen-
sive income currently has only one category, which is why the 
amendment will not have any signifi cant impact on the presenta-
tion of other comprehensive income. The amendment is to be 
applied from fi scal years beginning July 1, 2012 with retroactive 
effect.

• IFRS 9 Financial Instruments addresses the classifi cation and 
measurement of fi nancial assets and liabilities. Under IFRS 9, all 
fi nancial assets are measured at either amortised cost or fair value. 
The category to be used is determined based on whether the asset 
has characteristics similar to lending or the business model applied 
by the company. There is also the option of measuring assets that 
fulfi l the criteria for amortised cost at fair value in profi t and loss 
(known as the fair value option) if this reduces inconsistencies in 
reporting. The standard will become mandatory on Janu ary 1, 
2015, but early adoption is permitted provided that the EU has 
approved the standard. On December 31, 2012, the company had 
treasury bills and other eligible bills, as well as bonds and other 
interest-bearing securities valued at a carrying amount of SEK 
19,763.6 M, of which an expense of SEK 442.0 M comprises 
accumulated changes in fair value. Most of these items are subject 
to hedge accounting. Any reclassifi cation to amortised cost will be 
made prospectively, as stipulated by the regulations, which means 
that previously recognised earnings will not be affected. A deci-
sion regarding reclassifi cation will not be made until the new 

hedge accounting regulations have been established. Under IFRS 
9, fi nancial liabilities measured at fair value are to be recognised 
through other comprehensive income. The company’s fi nancial 
liabilities are recognised at amortised cost, which is why changes 
in the regulations will not have any effect on the reporting.

• IFRS 13 Fair Value Measurement is a standardised framework 
of the fair value measurement. The framework contains three val-
uation hierarchies concerning the input for how to measure at fair 
value. The company already applies the suggested hierarchy (see 
note 37 Fair value valuation techniques) and therefore this frame-
work will not have an appreciable change on the current account-
ing of the company. IFRS 13 also entails that changes in credit 
risks will affect the measurement of derivatives. The company 
has CSA agreements with all derivative counterparties, meaning 
that the credit risk is small. The amendment is to be applied to 
the fi scal year starting January 1, 2013 or later.

Other than those described above, no other new or revised IFRSs 
and interpretations that have not yet come into effect are expected 
to have any signifi cant effect on the fi nancial statements.

Description of signifi cant accounting policies 

Shareholders’ contributions 

Shareholders’ contributions are recognised directly against the 
equity of the recipient and are capitalised in shares and participa-
tions of the donor to the extent that impairment is not required.

Group contributions

Group contributions that have been paid and received are recog-
nised directly against retained earnings after deductions for their 
actual tax effect.

Related parties 

Legal entities closely related to Länsförsäkringar Hypotek AB 
include companies within the Länsförsäkringar Bank Group, the 
Länsförsäkringar AB Group, companies within the Länsförsäkringar 
Liv Group, the regional insurance companies, associated companies 
of the Länsförsäkringar AB Group and other related companies, 
comprising Länsförsäkringar Mäklarservice AB, Länsförsäkringar 
Fastighetsförmedling AB, Länsförsäkringar PE Holding (publ), 
Humlegården Holding I AB, Humlegården Holding II AB, Hum-
legården Holding III AB and Humlegården Fastigheter AB. Related 
key persons are Board members, senior executives and their close 
family members. 

The assessment of whether a close relationship exists or not is 
based on the fi nancial signifi cance of the relationship and not only 
ownership. Accordingly, this includes the 23 regional insurance 
companies, with subsidiaries, and 14 local insurance companies, 
which together own 100% of Länsförsäkringar AB. The Group has 
been assigned by the regional insurance companies to conduct oper-
ations in areas in which economies of scale constitute a decisive 
competitive advantage and to provide such service to the regional 
insurance companies, which, for reasons of effi ciency, is to be pro-
duced and provided jointly within the Länsförsäkringar AB Group.

22 LÄNSFÖRSÄKRINGAR HYPOTEK 2012



Operating segments 

The company conducts retail mortgage lending operations in Swe-
den. The operations are reviewed as a whole through follow-ups 
and reports submitted to the company’s chief operating decision 
maker. Consequently, the operations comprise a single operating 
segment. No one customer accounts for more than 10% or more 
of the company’s income.

Transactions in foreign currency

Transactions in foreign currency are translated to the functional 
currency at the exchange rate on the date of the transaction. Mone-
tary assets and liabilities in foreign currency are translated to the 
functional currency at the exchange rate that applies on the balance-
sheet date. Non-monetary assets and liabilities are translated to the 
rate in effect on the date of the transaction.

Exchange-rate differences arising due to the translation of balance-
sheet items in foreign currency are recognised in profi t and loss as 
exchange-rate gains or losses.

Income 

Income is recognised when:
• The income can be calculated in a reliable manner,
• It is probable that the fi nancial benefi ts related to the transaction 

will accrue to the company, 
• The expenses that have arisen and the expenses that remain to 

complete the service assignment can be calculated in a reliable 
manner.

Income is measured at the fair value of the amount that has been 
received or will be received.

Interest income and interest expense 

Interest income and interest expense presented in the income state-
ment comprise interest on fi nancial assets and liabilities that is val-
ued at amortised cost, including interest on impaired loans, and 
interest from fi nancial assets classifi ed as available-for-sale fi nan-
cial assets. Interest income from fi nancial assets measured at fair 
value through profi t or loss in accordance with the fair value option 
is also recognised here. For interest-rate derivatives that hedge 
fi nancial assets, paid and accrued interest is recognised as interest 
income, and for interest-rate derivatives that hedge fi nancial liabili-
ties, these are recognised as part of interest expense. Unrealised 
changes in the value of derivatives are recognised in the item Net 
gains from fi nancial items.

Interest income on receivables and interest expense on liabilities 
are calculated and recognised through application of the effective 
interest method or, if it is considered appropriate, through applica-
tion of a method that results in interest income or interest expense 
that is a reasonable estimate of the result that would be achieved 
using a calculation based on the effective interest method. Interest 
income and interest expense include, where appropriate, allocated 
amounts of fees received, which are included in the calculation of 
effective interest, transaction costs and any discounts and other 
 differences between the original value of the receivable/liability 
and the amount settled at maturity.

Interest expense includes allocated amounts of issue expenses 
and similar direct transaction costs for loans raised.

Commission income and commission expense 

Commission income is attributable to various types of services pro-
vided to customers. The manner in which the commission income 
is recognised depends on the purpose for which the fee was charged. 
The fees are recognised in income in line with the provision of the 
services or in conjunction with the performance of a signifi cant 
activity. Fees charged continuously, such as advising fees, are recog-
nised as income in the period in which the service was provided. 
Fees charged for signifi cant activities are recognised in income 
when the activity has been completed. 

Commission expense is dependent on the transaction and is 
 recognised in the period in which the services are received. 

Commission expense attributable to fi nancial assets or fi nancial 
liabilities not measured at fair value in profi t and loss comprises 
commission to the regional insurance companies.

Net gains from fi nancial items 

The item Net gains from fi nancial items contains the realised and 
unrealised changes in value that occurred as a result of fi nancial 
transactions. The capital gain/loss on the divestment of fi nancial 
assets and liabilities, including interest compensation received 
when customers pay loans prematurely, is recognised in this item. 
The item also includes realised and unrealised changes in the value 
of derivative instruments that are fi nancial hedging instruments, but 
to which hedge accounting is not applied, unrealised changes in the 
fair value of derivatives to which fair value hedge accounting is 
applied, and unrealised changes in the fair value of hedged items 
with regard to hedged risk in the hedging of fair value. 

The ineffective portion of the hedging instrument and exchange-
rate changes are also recognised as Net gains from fi nancial items.
Net profi t/loss on transactions measured at fair value through profi t 
or loss does not include interest or dividends. 

Realised  profi t or loss is calculated as the difference between the 
purchase considera tion received and the value in the balance sheet 
at the time of the sale. 

Any impairment losses on available-for-sale fi nancial assets 
are also recognised in this item.

Other operating income 

Income from assignments is recognised when the fi nancial outcome 
of performed assignments can be reliably calculated and the fi nan-
cial benefi ts accrue to the company. Income is measured at the fair 
value of the amount that has been received or will be received. 
Income is paid in the form of cash and cash equivalents.
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Amounts received on behalf of another entity are not included 
in the company’s income. The criteria for income recognition is 
applied individually to each individual transaction.

Remuneration to employees 

Current remuneration 

Current remuneration to employees is calculated without discount 
and recognised as an expense when the related services are received.

A provision is recognised for the anticipated cost of profi t share 
and bonus payments when the company has an applicable legal or 
informal duty to make such payments as a result of services received 
from employees and the obligation can be reliably calculated.

Remuneration after termination of employment 

Pension plans 

The company primarily utilises defi ned-contribution pension plans. 
The company is generally covered by the FTP plan, which does not 
depend on any payments from employees.

The regulations of the Swedish Financial Supervisory Authority 
and the Swedish Financial Reporting Board entail that defi ned-
benefi t pension plans are recognised differently compared with the 
provisions stipulated in IAS 19 Employee Benefi ts. In all other 
respects, the reporting and valuation of pension commitments occur 
in accordance with IAS 19 Employee Benefi ts.

Defi ned-contribution pension plans 

These pension plans are plans according to which the company 
pays fi xed contributions to a separate legal entity and does not have 
a legal or informal obligation to pay additional contributions. The 
company’s payments of defi ned-contribution plans are recognised 
as expenses during the period in which the employee performed the 
services to which the contributions refer.

The pension agreement for the insurance industry, the FTP plan, 
through insurance with the Insurance Industry’s Pension Fund 
(FPK) is a multi-employer defi ned-benefi t pension plan. According 
to IAS 19, this pension plan entails that a company is, as a rule, to 
recognise its proportional share of the defi ned-benefi t pension com-
mitment and the plan assets and expenses associated with the pen-
sion commitment. Disclosure is also to be presented in the accounts 
according to the requirements for defi ned-benefi t pension plans.

FPK is currently unable to provide necessary information which 
is why the pension plans above are recognised as a defi ned-contri-
bution plan in accordance with item 30 of IAS 19. Also, no infor-
mation is available on surpluses and defi cits in the plan or whether 
these surpluses and defi cits would then affect the contributions for 
the plan in future years.

Remuneration for termination of employment 

An expense for remuneration in conjunction with the termination 
of  employment is recognised only if the company is demonstrably 
obligated, without a realistic possibility of revocation, by a formal 
detailed plan to terminate employment before the normal time. 
When remuneration is provided as an offer to encourage voluntary 
redundancy, an expense is recognised if it is probable that the offer 

will be accepted and the number of employees who may accept 
the offer can be reliably estimated.

Impairment 

The carrying amounts of the company’s assets are assessed on 
every balance sheet-date to determine whether there are any indica-
tions of impairment. These include fi nancial assets tested in accord-
ance with IAS 39 Financial Instruments: Recognition and Measure-
ment and deferred tax assets tested in accordance with IAS 12 
Income Taxes. The carrying amounts of the exempted assets above 
are tested according to the respective standard. IAS 36 is applied to 
impairment assessments for assets that are not tested according to 
any other standard, although no such assets currently exist in the 
company.

Loan losses 

The item Loan losses comprises confi rmed and probable loan 
losses. Confi rmed loan losses pertain to the entire receivable when 
there is no realistic possibility of recovery. Probable loan losses 
 pertain to impairment for the year for the loan losses based on a 
 calculated recoverable amount when there is an indication that 
impairment is required. Recoveries comprise reversed amounts 
of loan losses that were previously recognised as confi rmed. Prob-
able loan losses are reversed when no impairment requirement is 
deemed to exist. Only the company’s share of confi rmed loan losses 
are recognised. The regional insurance companies’ share of con-
fi rmed loan losses are settled through compensation to the regional 
insurance companies and is recognised on the line “Loan losses.”

Tax 

Income tax comprises current tax and deferred tax. Income tax is 
recognised in the profi t and loss, except when the underlying trans-
action is recognised in other comprehensive income, whereby the 
related tax effect is recognised in other comprehensive income, or 
when the underlying transaction is recognised directly against 
equity with the related tax effect recognised in equity. Current tax 
is tax that is to be paid or received in the current year, with the 
application of the tax rates that are decided or decided in practice on 
the balance-sheet date. This also includes adjustments of current tax 
attributable to prior periods.

Deferred tax is calculated in accordance with the balance-sheet 
method, based on temporary differences between carrying amounts 
and tax bases of assets and liabilities. The following temporary dif-
ferences are not taken into consideration:
• First reporting of assets and liabilities that are not acquisitions 

of operations and, at the time of the transaction, do not affect rec-
ognised or taxable earnings.

The valuation of deferred tax is based on how the carrying amounts 
of assets and liabilities are expected to be realised or settled. 
Deferred tax is calculated with the application of the tax rates and 
tax rules established or decided in practice on the balance-sheet date. 

Deferred tax assets on deductible temporary differences and tax 
loss carryforwards are only recognised to the extent that it is likely 
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that it will be possible to utilise these. The value of the deferred tax 
assets is reduced when it is no longer considered likely that they 
can be utilised.

Financial assets and liabilities 

Financial assets recognised in the balance sheet include loan receiv-
ables interest-bearing securities and derivatives with positive market 
value and accounts receivable. Financial liabilities include debt secu-
rities in issue, derivatives with negative market value and accounts 
payable. The policies of the company concerning fi nancial risk are 
described in the section Risk and capital management in the Board 
of Directors’ Report. 

Recognition and derecognition in the balance sheet 

A fi nancial asset or fi nancial liability is recognised in the balance 
sheet when the company becomes party to this in accordance with 
the instrument’s contractual conditions. A fi nancial asset is derec-
ognised from the balance sheet when the rights in the contract are 
realised, expire or the company loses control of them. A fi nancial 
liability is derecognised from the balance sheet when the obligation 
in the contract is met or extinguished in another manner.

A fi nancial asset and a fi nancial liability are offset and recognised 
as a net amount in the balance sheet only when a legal right exists to 
offset the amounts and the intention is present to settle the item in a 
net amount or simultaneously realise the asset and settle the liability. 
This possibility was not utilised in 2012.

Business transactions in the monetary, bond and equities markets 
are recognised in the balance sheet on the transaction date, which is 
the time when the signifi cant risks and rights are transferred 
between the parties. Lending transactions are recognised on the set-
tlement date. Loan receivables are recognised in the balance sheet 
when the loan amount is paid to the borrower. Loan commitments 
are recognised as a commitment in note 35.

In genuine repurchase transactions, the asset remains in the bal-
ance sheet of the selling party and payments received are recog-
nised as liabilities. Sold securities are recognised as pledged assets. 
Leased securities remain in the balance sheet as securities and are 
recognised as pledged assets.

Measurement

IAS 39 requires that all fi nancial instruments be measured at fair 
value in the fi nancial reporting. Instruments that are not ongoing 
measured at fair value are also added transaction costs. 

The ongoing measurement could be at fair value, historical cost 
or amortised cost depending on the category the instrument is 
belonging to, see the section Classifi cation below. For the instru-
ments that are not ongoing measured at fair value there is an option 
to choose fair value as measurement policy, the fair value option. 
The company has not utilised this option during 2012. 

Methods for determining fair value 

Financial instruments listed on an active market
For fi nancial instruments listed on an active market, fair value is 
determined based on the listed buying-rate of the asset on the balance-

sheet date with no additions for transaction costs, for example, bro-
kerage commission, on the acquisition date. A fi nancial instru ment 
is considered to be listed on an active market if listed prices are read-
ily available on an exchange, from a trader, broker, industry organ-
isation, company providing up-to-date price information or and reg-
ulatory authority and these prices represent actual and regularly 
occurring market transactions based on com mercial terms. Any 
future transaction costs arising in conjunction with divestments are 
not taken into account. The fair value of fi nancial liabilities is deter-
mined based on the selling rate. Instru ments listed on an active mar-
ket are found under the balance-sheet items Treasury bills and other 
eligible bills and Bonds and other interest-bearing securities. The 
largest portion of the company’s securities holding is assigned a 
fair  value at prices listed on an active market. 

Financial instruments not listed on an active market
If the market for a fi nancial instrument is not active, the company 
determines the fair value by using a valuation technique. The valua-
tion technique applied are based on market data as far as possible, 
whereas company-specifi c information is used a little as possible. 
The company regularly calibrates its valuation techniques and tests 
their validity by comparing the outcomes of the valuation techniques 
with prices from observable, relevant market transactions in the same 
or similar instruments. Valuation techniques are used for  derivative 
instruments (OTC derivatives). The valuation techniques used for 
OTC derivatives comprise analyses of discounted cash fl ows. The 
valuation techniques applied are calibrated such that on initial rec-
ognition the fair value amounts to the transaction price and changes 
in fair value are  subsequently recognised con tinuously based on 
changes that occur in the underlying market-risk parameters. 

Classifi cation 

A fi nancial instrument is classifi ed on initial recognition on the basis 
of the purpose of the acquisition of the instrument, but also the options 
contained in IAS 39. The classifi cation determines how the fi nancial 
instrument is measured after initial recognition as described below.

Financial assets measured at fair value through profi t or loss
This category comprises two sub-groups: fi nancial assets held 
for trading and other fi nancial assets that the company has initially 
decided to place in this category according to the fair value option. 
Financial instruments in this category are continuously measured 
at fair value, with changes in value recognised in profi t and loss. 
Transaction costs are expensed directly. 

Financial assets held for  trading are derivatives that are fi nan-
cial hedging instruments, but for which hedge accounting is not 
applied. This category is not  otherwise used. 

Loans and receivables 
Loans and receivables are fi nancial assets that are not derivatives, 
that have fi xed or fi xable payments and that are not listed on an active 
market. These receivables are represented by the balance-sheet items 
Loans to credit institutions, Loans to the public and Other assets in 
the balance sheet. For further information, see the section Loans.
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Held to maturity investments
Held to maturity investments are fi nancial assets and comprise 
interest-bearing securities with fi xed or determinable payments and 
determined terms that are traded on an active market and that the 
company expressly intends and has the capacity to hold to maturity. 
Assets in this category are measured at amortised cost.

Available-for-sale fi nancial assets 
The category of available-for-sale fi nancial assets includes fi nancial 
assets that the company initially decided to classify in this category 
and fi nancial assets that have not been classifi ed in any other cate-
gory. This category includes the liquidity surplus of the company.

Assets in this category are continuously measured at fair value, 
with unrealised changes in value recognised in other comprehen-
sive income and accumulated in the fair value reserve in equity. 
Assets are recognised in profi t and loss once the changes in value 
have been realised and when any impairment losses arise. 
Exchange-rate differences for monetary items are also recognised 
in profi t and loss. An assessment of whether any impairment has 
occurred takes place prior to the end of each reporting period. 
Objective circumstances, such as the credit rating of the issuer and 
market trends, are taken into account to evaluate future cash fl ows.

Furthermore, interest on interest-bearing instruments is recog-
nised in accordance with the effective interest method in profi t and 
loss, similar to dividends on shares. Any transaction costs for these 
instruments will be included in the cost when fi rst recognised and 
thereafter included in the continuous valuations.

Financial liabilities measured at fair value through profi t or loss 
This category includes fi nancial liabilities held for trading and other 
fi nancial liabilities that the company has initially decided to place in 
this category according to the fair value option. 

The company’s holding for trading comprises derivatives that are 
fi nancial hedging instruments, but to which hedge accounting is not 
applied. 

Other fi nancial liabilities 
All of the company’s fi nancial liabilities, excluding derivatives, 
are included here. The liabilities are valued at amortised cost which, 
when hedge accounting is applied, is adjusted for changes in fair 
value regarding the hedged risk, for further information, refer to 
the section Hedge accounting below. 

Hedge accounting 

The company’s derivative instruments, which comprise interest and 
currency swaps and purchased interest caps, have been acquired in 
their entirety to hedge the risks of interest and exchange-rate expo-
sure arising during the course operations. All derivatives are mea-
sured at fair value in the balance sheet. 

To avoid undesirable earnings effects due to fi nancial hedges, 
the company has chosen to apply hedge accounting. 

The hedge-accounting strategy defi ned and applied by the com-
pany is portfolio hedging of fair value in the funding and lending 
portfolio. Fair value hedge accounting means that the hedged item 
is measured at fair value with respect to the hedged risk and that the 

change in fair value is recognised in profi t and loss for both the 
hedging instrument and the hedged item.

The change in the value of the derivative is recognised in profi t 
and loss together with the change in the value of the hedged item in 
profi t and loss under the item Net gains from fi nancial items. Unre-
alised changes in the value of hedging instruments are recognised 
in the item Net gains from fi nancial transactions.  Interest coupons 
(accrued, received and paid) are recognised among interest income 
if the hedged item is an asset or portfolio of assets or among interest 
expense if the hedged item is a liability or port folio of liabilities. 
The application of portfolio hedging is based on the version of IAS 
39 adopted by the EU, known as the carve out version. To meet the 
demands of hedge accounting in accordance with IAS 39, an 
 unequivocal connection with the hedged item is required. In addi-
tion, it is required that the hedge effectively protects the hedged 
item, that hedge documentation is prepared and that the effective-
ness can be measured reliably. Hedge accounting can only be 
applied if the hedge relationship can be expected to be highly effec-
tive and subsequently to have had an effectiveness in the range of 
80–125%. In the event that the conditions for hedge accounting are 
no longer met, the derivative instrument is recognised at fair value 
with the change in value in profi t and loss. For a small number of 
fi nancial hedges for which the earnings consequence of not apply-
ing hedge accounting is deemed more limited, hedge accounting is 
not applied due to the extra administrative work involved in hedge 
accounting. Other fi nancial hedges comprise currency risk associ-
ated with funding and hedging of interest-rate risk in bonds that 
carry fi xed interest rates. The portfolio method that is applied implies 
that the lending and interest swaps used in the hedging instrument 
are distributed to various time pockets based on the contractual tim-
ing of interest renegotiation or maturity. Evaluation of hedge rela-
tionships occurs at least quarterly on the public reporting occasions, 
but can also be carried out monthly if required. Each identifi ed hedge 
relationship is expected to be effective over the entire lifetime of the 
hedge relationship. Effectiveness is tested using two different meth-
ods: one forward-looking (prospective) assessment and one retro-
spective evaluation. Ineffectiveness is  recognised in profi t and loss.

Loans 

These assets are measured at amortised cost. Amortised cost is 
determined based on the effective rate calculated on the acquisition 
date. Accounts and loan receivables are recognised in the amount 
at which they are expected to be received, meaning after deductions 
for impairment of impaired loans. 

Impaired loans 

A loan receivable is considered impaired if the counterparty has a 
payment that is more than 60 days past due or if there is reason to 
expect that the counterparty cannot meet its undertaking. The loan 
receivable is considered impaired to the extent that its whole amount 
is not covered by collateral.

Individual impairments 

For loans for which an individual impairment requirement has 
been identifi ed, the loan receivable is valued at the present value 
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of  expected future cash fl ow, including the value of collateral, less 
 selling expenses discounted by the original effective interest rate. 
An impairment loss is recognised if the estimated recoveralde amount 
is lower than the  carrying amount. 

An individual impairment loss is recognised according to either 
an individual assessment or the statistical model when the counter-
party has a payment that is more than 60 days past due or if the 
counterparty, for other reasons such as bankruptcy, a decline in the 
value of the collateral or reduced repayment capacity, cannot fully 
meet its undertaking. Accordingly, the estimate of the impairment 
requirement for these individually identifi ed loans is based on his-
toric experience about cash fl ows from other borrowers with similar 
 credit-risk characteristics.

Collective impairments 

Impairment requirements are identifi ed and valued collectively 
for loans that are not deemed to have any individual impairment 
requirements for cases in which a measureable decline of expected 
future cash fl ows has occurred. Information collected from the 
framework of the company’s risk-based model and historical data 
on loan loss levels is used to support assessments of expected future 
cash fl ows and individual and collective impairment requirements. 

Takeover of collateral 

The company has not taken over any collateral. In the event of 
insolvency, a direct sale of the collateral occurs.

Confi rmed losses 

Confi rmed loan losses are those losses whose amount is regarded 
as fi nally established or where the assessment is that the possibility 
of receiving additional payments is very small, or after all of the 
collateral has been realised. 

The receivable is derecognised from the balance sheet and 
 recognised as a loss in profi t and loss. 

Property and equipment 

Equipment

Property and equipment are recognised as assets in the balance 
sheet when, based on information available, it is likely that the 
future fi nancial benefi ts associated with the holding will accrue 
to the company and that the cost of the asset can be calculated in 
a  reliable manner. Equipment is recognised at cost less accumu-
lated depreciation and any accumulated impairment. Depreciation 
according to plan takes place following the straight-line method 
over the asset’s expected useful life, commencing when the asset is 
put into operation. Depreciation and any scrapping and divestments 
are recognised in profi t and loss. Impairment requirements are 
tested in accordance with IAS 36 Impairment of Assets. Useful 
lives are retested at the end of every fi scal year. 

Useful lives of equipment:

Vehicles 5 Years

Provisions 

A provision is recognised in the balance sheet when the company 
has an existing legal or informal obligation as a result of an event 
that has occurred, and it is probable that an outfl ow of fi nancial 
resources will be required to settle the obligation, and a reliable 
estimate of the amount can be made. A provision differs from other 
liabilities in that there is uncertainty regarding the date of payment 
or the amount for settling the provision.

A restructuring provision is recognised when an established, 
detailed and formal restructuring plan exists, and the restructuring 
process has either commenced or been publically announced. 
No provisions are established for future operating expenses. Where 
the effect of when a payment is made is signifi cant, provisions are 
calculated through the discounting of the anticipated future cash 
fl ow at an interest rate before tax that refl ects current market 
 assessments of the time value of money and, if applicable, the 
risks related to the liability.

Contingent liabilities 

A contingent liability is recognised when there is a possible com-
mitment originating from events that have occurred and whose 
occurrence is confi rmed only by one or several uncertain future 
events or when there is a commitment that is not recognised as 
a  liability or provision because it is not probable that an outfl ow 
of resources will be required.

Loan commitment

A loan commitment can be:
• A one-sided commitment from the company to issue a loan with 

terms and conditions determined in advance in which the borrower 
can choose whether he/she wants to accept the loan or not, or

• A loan agreement in which both the company and the borrower are 
subject to terms and conditions for a loan that begins at a certain 
point in the future.

Loan commitments are not recognised in the balance sheet. Issued 
irrevocable loan commitments are valid for three months and recog-
nised as Other commitment under Memorandum items. The right to 
cancel a loan commitment is retained if the customer s credit rating 
has diminished on the date of payment, which is why no probable 
loan losses have arisen.
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NOTE 3 RISKS

Länsförsäkringar Hypotek is exposed to a number of risks that are 
managed in accordance with guidelines and limits set by the Board. 
Risk management is performed by the employees working in the 
banking operations. Accordingly, risk awareness is prevalent in all 
day-today business decisions. 

Risk categories 

The types of risk to which the company is exposed and therefore 
must be managed are: 
• Credit risks – Credit risk consists of the counterparty’s inability 

to fulfi l its commitments and whereby the company is affected 
by a fi nancial loss. Accordingly, credit risk is assigned to the loan 
portfolio, but credit risk in the liquidity portfolio and derivative 
exposure are also included in this category. 

• Market risks – Market risk refers to the risk of loss or lower 
future earnings due to changes in interest rates and exchange 
rates. 

• Liquidity risks – Liquidity risk is defi ned as the risk that the 
company, due to insuffi cient cash funds, will be unable to fulfi l 
its commitments or only be able to fulfi l its commitments by 
raising cash at a signifi cantly higher cost than normal or by 
divesting assets at a substantial defi cit price. 

• Business risks – Business risk comprises earnings risk, strategic 
risk and reputation risk. 

• Operational risks – Operational risk is defi ned as the risk of 
losses arising due to inappropriate or inadequate internal proc-
esses, human error, incorrect systems or external events. 
 Operational risk also includes legal risk. 

A detailed qualitative description has been prepared for each risk 
category above, in which the boundaries in relation to closely 
related risks, managing risk with risk-reduction measures and 
future risk exposure are also presented. 

Market risk pertains to the risk of loss or lower future earnings 
due to changes in interest rates, exchange rates, share prices, credit 
spreads or other risk factors in the fi nancial markets. 

Business risk is defi ned as the risk of lower earnings due to 
lower volumes, price pressure or similar consequences due to a 
more diffi cult competitive situation. Business risk has three sub-
categories of risk: strategic risk, earnings risk and reputation risk. 

Strategic risk refers to lower earnings due to institutional 
changes and changes in basic market conditions that may occur. 

Strategic risk also includes the ability of the Board of Directors and 
President to plan, organise, follow up on and control the operations 
and to continuously monitor market conditions. 

Earnings risk refers to volatility in earnings that creates a risk 
of lower income due to an unexpected decrease in income as a 
result of such factors as competition or volume reductions. 

Reputation risk refers to the risk of a tarnished reputation 
among customers, owners, employees, authorities, rating agencies 
and other parties, which could lead to lower income or higher costs. 

Operational risks are measured against a risk-tolerance scale 
established by the Board. 

Authorities and responsibilities 

The Board of Directors is ultimately responsible for ensuring that 
an effective risk-management system is in place and that the com-
pany’s risk tolerance and risk appetite is well-defi ned. The Board 
approves all signifi cant elements of the internal models utilised by 
the company. Through the company’s Compliance, Risk Control 
and Internal Audit functions, the Board is also responsible for 
ensuring that regulatory compliance and risks are managed in a 
 satisfactory manner. 

The President is responsible for ensuring that daily management 
takes place in accordance with the strategies, guidelines and gover-
nance documents established by the Board. The President also 
ensures that the methods, models, systems and processes that form 
the internal measurement and control of identifi ed risks work in the 
manner intended and decided by the Board. The President’s respon-
sibility also includes establishing more detailed regulations for the 
risk-management system within the framework determined by the 
Board. The President is to continuously ensure that each unit, 
including Risk Control, reports to the Board. The Risk Control unit 
is charged with the operational responsibility for the independent 
risk control and must thus objectively manage and report risks in 
the company. Risk Control’s areas of responsibility are defi ned and 
documented in an instruction prepared by the President. 

The company’s risk management follows the division of roles 
and responsibilities according to the three lines of defence: 

The fi rst line of defence pertains to all risk-management activi-
ties carried out by line managers and employees. The operations 
that are exposed to risk also own the risk, which means that the 
daily risk management takes place within the operations. All 
employees assume individual responsibility for working towards 
a well-functioning risk culture by complying with internal rules 
regarding the company’s risk-management system. 

The second line of defence pertains to the Risk Control and 
Compliance functions, which establish principles and frameworks 
for risk management. Risk Control checks that there is adequate 
risk awareness and acceptance for managing risk on a daily basis. 
Risk Control also has a supportive function and works to ensure 
that the operations have all the processes, systems and tools neces-
sary for maintaining ongoing risk management. 

The third line of defence pertains to Internal Audit, which car-
ries out independent, regular examinations of management, systems 
and internal controls. 

Combined, this process is to ensure that the Board has an objective 
and clear understanding of the overall risk profi le of the operations. 

Board

President

Risk Control

Financial risk Operational riskCredit risk

Hierarchy of responsibilities for Risk Control
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Risk-management system 

The company has an effective and robust system for risk manage-
ment, the risk-management system, which allows continuous 
 evaluation and assessment of the risks associated with the business 
activities. The system is to be an integrated part of the company’s 
decision-making processes and contribute to achieving the opera-
tional targets with a high degree of security. 

The risk-management system contains strategies, processes and 
reporting procedures necessary for continuously identifying, mea-
suring, monitoring, managing and reporting the risks associated 
with the business activities. The company is also to introduce meth-
ods and procedures required for managing the risks pertaining to 
the company’s business activities. 

The company’s risk-management system is designed to not only 
comply with regulatory requirements but also to meet internal 
needs and adhere to sound market practice. 

Länsförsäkringar Hypotek AB manages and evaluates its expo-
sure to the risks to which its operations are exposed on the basis of: 
• Clear and documented internal procedures and control systems. 
• Clearly defi ned and documented responsibilities and authorities. 
• Risk-measurement methods and systems support that are custom-

ised to the requirements, complexity and size of the operations. 
• Regular incident reporting of the operations according to a docu-

mented process. 
• Suffi cient resources and expertise for attaining the desired level 

of quality in both the business and control activities.
• Documented and communicated contingency and continuity plans. 
• Clear instructions for credit risk, operational risk, liquidity risk 

and market risk that are annually updated and approved by the 
President/Board. 

Credit risk

Credit risk is defi ned as the risk of incurring losses as a result of a 
counterparty not being able to fulfi l its commitments to the company 
and the risk that the counterparty’s pledged collateral will not cover 
the company’s receivables. All retail exposures are calculated in 
accordance with the advanced Internal Ratings-Based Approach 
(IRB), which means that most of the loan portfolio is  calculated 
using a method that aims to identify and classify risk for each indi-
vidual counterparty. This provides the company with a foundation in 
the form of an effective tool that promotes transparent risk analysis. 
The loan portfolio exclusively comprises credits within  Sweden, with 
low average loan-to-value ratios and a favourable geographic distri-
bution. Concentration risk is thus primarily attributable to the prod-
uct concentration in mortgages. For more information regarding credit 
risks and credit quality, see the Credit  quality section on page 8.

Credit process

The mortgage operations carry out balanced and consistent loan 
origination, with a strong system support. The aim is for the loan 
origination to achieve favourable credit quality and target retail 
mortgages for the residences of private individuals. The maximum 
mortgaging level for various types of loans and decision-making 
limits for the regional insurance company’s credit granting are 
stipu lated in the Board’s guidelines. Decision-making authorities 
are dependent on the size of the loans. The mortgage operations 

impose strict requirements in terms of customer selection and cus-
tomers’ repayment capacity and the quality of the collateral.

Credit scoring of retail loans is supported by a credit research 
system, which is largely automated in accordance with the Advanced 
IRB Approach and a joint credit scoring model for Länsförsäkringar’s 
mortgages operations.

Loan origination is primarily managed by the regional insurance 
companies. The credit rules are established by the company’s Board 
of Directors and apply to all the regional insurance companies.

The regional insurance companies are knowledgeable about their 
customers, possess excellent local market awareness and have a 
full-service customer approach that benefi ts the entire business. 
The credit scoring model, combined with the knowledge and credit 
responsibility of the regional insurance companies, provides excel-
lent conditions for balanced and consistent loan origination. The 
regional insurance companies continuously monitor and review 
the quality of the loan portfolio and borrowers’ repayment capacity.

IRB system

The IRB system is a core component of the credit process and 
 consists of methods, models, processes, controls and IT systems 
to support and further develop the quantifi cation of credit risks. 
Specifi cally, the IRB system is used in conjunction with: 
• Credit process 
• Monitoring and reporting
• Calculation of capital requirement
• Capital allocation

Some of the core concepts in the IRB system are described below. 
For Länsförsäkringar Hypotek, only retail exposures are included 
in the IRB system. The probability of default (PD) is the probability 
that a counterparty will default over a 12-month period. A counter-
party is considered to be in default if a payment is more than 60 
days past due or if there is reason to expect that the counterparty 
cannot meet its undertaking to the company.

A PD is initially calculated for each counterparty and is to refl ect 
the risk of default within the next 12 months. This PD is subsequently 
adjusted to refl ect the average proportion of default over several 
economic cycles. Finally, a safety margin is added to the PD to 
ensure that the risk is not underestimated. Following the calculation 
of PD, all counterparties are ranked and are divided into a PD scale. 
The PD scale comprises 11 risk classes (grades) for non-defaulted 
counterparties and one risk category for defaulted counterparties. 
The information that is most relevant to each type of counterparty has 
been taken into consideration in the development of models for cal-
culating PD. Accordingly, the division of PD into grades can either 
occur through an individual expert assessment or using models 
based on statistical analysis (credit scoring). These models take 
both internal and external information into consideration.

Exposure at Default (EAD) is the exposure amount that the 
counterparty is expected to utilise upon default. For commitments 
completely within the balance sheet, EAD is defi ned as capital 
 liability plus accrued and past due unpaid interest and fees. For 
commitments wholly or partly off the balance sheet, EAD is calcu-
lated by multiplying the counterparty’s unutilised amount by a con-
version factor (CF). In the case of exposures for which the company 
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applies the IRB Approach, internal estimates of conversion factors 
are calculated. These estimates are calculated on the basis of inter-
nal information regarding degree of realisation, degree of utilisa-
tion and products. A safety margin is added to these estimates to 
ensure that the risk is not underestimated.

The change in the distribution of PD grades reported in the table 
below is due to the implementation of new models. The new PD 
models for the retail segment differentiate risk better than the previ-
ous model.

PD grade, SEK M PD (%) Dec 31, 2012 Dec 31, 2011 

1 0.05 12,285 213

2 0.10 17,417 4,292

3 0.20 26,865 21,139

4 0.40 22,192 42,821

5 0.80 14,880 9,761

6 1.60 3,881 4,498

7 3.20 1,635 1,096

8 6.40 1,120 548

9 12.80 514 269

10 25.60 283 169

11 51.20 232 223

Default 100.00 156 95

Total IRB Approach 101,460 85,124

Not IRB classifi ed 14 3,535

Loans to the public, gross 101,474 88,659

Credit quality

Lending increased to SEK 101 billion (89). Essentially all lending 
qualifi es to be included in the covered-bond operations, which are 
regulated by the Swedish Covered Bonds (Issuance) Act (2003:1223). 
The term covered bonds refers to bonds with preferential rights in 
the sections of the issuing institution’s assets that are approved by 
legislation (cover pool). The remaining lending pertains partly to 
multi-family housing that qualify for inclusion in the cover pool 
but that Länsförsäkringar has chosen to exclude.

Maximum credit risk exposure not taking into consideration collateral 

or any other credit enhancement received, SEK M 

Dec 31, 2012 Dec 31, 2011 

Credit risk exposure for items recognised 

in the balance sheet

Cash and balances with central banks 1,545 8,342

Loans to credit institutions 1,696 1,912

Loans to the public 101,434 88,625

Bonds and other interest-bearing securities 18,219 14,504

Derivatives 1,747 1,470

Other assets 27 2

Accrued income 1,870 1,916

Credit risk exposure for memorandum items

Loan commitments and other credit commitments 4,952 3,894

Total 131,490 120,665

Risk in the items Loans to credit institutions and Bonds and other 
interest-bearing securities is managed by assigning each counter-
party a maximum exposure amount primarily based on  rating and 
term. The company has not utilised guarantees or any other credit 
enhancements during the year.

Cover pool

On December 31, 2012, the cover pool had a volume of SEK 114 
billion (107). The geographic distribution in Sweden is favourable 
and collateral comprises private homes, single-family homes, 
 tenant-owned apartments and, to a small extent, vacation homes. 
The quality of the loan portfolio remains high. The weighted aver-
age loan-to-value ratio (LTV) was 63% (61) and the average com-
mitment per borrower was SEK 875,000 (859,000). The market 
value of all single-family homes, tenant-owned apartments and 
vacation homes in the loan portfolio is updated anually.

Loan portfolio by collateral, Länsförsäkringar Hypotek

Dec 31, 2012 Dec 31, 2011

Collateral SEK M % SEK M %

Single family homes 

and vacation homes 76,697 76 69,170 78

Tenant-owned apartments 19,892 20 16,998 20

Multi-family housing 4,382 4 2,173 2

Industrial properties 491 0 302 0

Other 12 0 16 0

Total 101,474 100 88,659 100

Cover pool Dec 31, 2012 Dec 31, 2011

Cover pool, SEK billion 114 1071) 

of which, Swedish mortgages, SEK billion 95 84

of which, substitute collateral, SEK billion 19 21

Separate deposit account, SEK billion 1.5 1.6

Collateral Private homes Private homes 

Weighted average LTV2), % 63 61

Seasoning, months 58 58

Number of loans 236,639 215,668

Number of properties 109,057 98,766

Average commitment, SEK 000s 875 859

Average loan, SEK 000s 404 391

Interest-rate type, up to 12 months, % 52 58

Interest-rate type, more than 12 months, % 48 42

OC3), current level, % 25 22.5

Impaired loans None None

1) The separate deposit account is not included in the cover pool from June 1, 2012.  
2) According to the “Maximum LTV per property” calculation method.
3)  OC indicates the relationship between the assets and liabilities in relation to the liabilities. High OC indicates 

that the operations have a large surplus of assets and a favourable margin in the event of, for example, a price 

drop in the value of the assets.

Geographic distribution of the cover pool

Region Dec 31, 2012, % Dec 31, 20111), %

Stockholm 15 15

Eastern Sweden 23 23

Southern Sweden 14 14

Western Sweden 31 31

Northern Sweden 17 17

Total 100 100

1) Distribution in accordance with Associated Covered Bond Issuers’ reporting for National Templates.

Cover pool by LTV 

Dec 31, 2012 Dec 31, 2011

LTV interval, % SEK M % SEK M %

0–10 17,789 19 16,274 19

11–20 16,574 17 15,067 18

21–30 15,179 16 13,692 16

31–40 13,680 14 12,217 14

41–50 12,015 13 10,563 13

51–60 10,037 10 8,560 10

61–70 7,452 8 5,961 7

71–75 2,804 3 2,094 3

Total 95,530 100 84,428 100.0
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Distribution of commitments in the cover pool 

Dec 31, 2012 Dec 31, 2011

Commitment interval 

SEK 000s SEK M % SEK M %

< 500 10,428 11 9,694 12

500 – 1,000 24,372 26 22,019 26

1,000 – 1,500 24,473 26 21,629 26

1,500 – 2,500 26,494 28 23,141 27

2,500 – 5,000 9,424 9 7,706 9

> 5,000 339 0 239 0

Total 95,530 100 84,428 100

Only 56 commitments in the cover pool have a value of more than 
SEK 5 M. A total of 63% (64) of the commitments in the cover pool 
have a commitment of not more than SEK 1.5 M. 

Cover pool by collateral

Dec 31, 2012 Dec 31, 2011

Collateral SEK M % SEK M %

Single-family homes 74,183 78 66,338 78

Tenant-owned apartments 19,729 2 16,779 2

Vacation homes 1,618 20 1,311 20

Total 95,530 100 84,428 100

Stress test of the cover pool 

During a stress test of the cover pool based on a 20% price drop in 
the market value in the loan portfolio, the weighted average LTV 
increased to 68% compared with a current weighted average LTV 
of 63% on December 31, 2012.

Impaired loans

Impaired loans amounted to SEK 3 M (1), corresponding to a per-
centage of impaired loans of 0.00% (0.00) of the loan portfolio. 
Loan losses net, amounted to SEK 2 M (–4), net, corresponding to 
loan losses of 0.00% (0.00). Impaired loans and loan losses contin-
ued to account for a minor percentage of total loans.
 
Impaired loans by collateral, SEK M Dec 31, 2012 Dec 31, 2011 

Single family homes and vacation homes 3.1 0.6

Tenant-owned apartments 0.0 0.2

Total 3.1 0.8

Non-performing loan receivables not included 

in impaired loans, SEK M Dec 31, 2012 Dec 31, 2011 

10–19 days 0.3 0

10–39 days 66.2 39.4

40–60 days 12.2 0

Total 78.7 39.4

A loan receivable is considered impaired if a payment is more than 
60 days past due or if the counterparty for other reasons cannot 
meet its undertaking. The loan receivable is considered impaired to 
the extent that its whole amount is not covered by collateral. A non-
performing loan receivable is a receivable that is more than nine 
days and up to 60 days past due.

There are no loans within the mortgage institution operations 
with terms that were renegotiated during the year and that would 
otherwise have been recognised as impaired.

Financial credit risk (counterparty risk)

Financial credit risk is defi ned as the risk that Länsförsäkringar 
Hypotek suffers losses pertaining to investments in other credit 

institutions, bank funds or derivative transactions due to counter-
parties not fulfi lling their commitments.

Risk in derivative transactions is managed by the company 
having a number of swap counterparties, all with high ratings and 
established ISDA agreements. ISDA agreements allow netting of 
positive and negative derivates, which reduces the risk to the net 
position per counterparty. For the covered bond operations, ISDA 
agreements are in place, as well as accompanying unilateral CSA 
agreements. CSA agreements involve commitments concerning 
delivery and receipt of collateral in the event of changes to the 
included derivatives’ market values. Each counterparty is also 
assigned a maximum exposure amount.

Bonds and other interest-bearing securities, SEK M Dec 31, 2012 Dec 31, 2011

AAA/Aaa 18,218.7 14,504.5

Total 18,218.7 14,504.5

Market risk

The overall framework for the fi nancial operations is defi ned in 
the Financial Policy adopted by the Board. The Financial Policy 
stipulates the Board’s approach to the management of fi nancial risk. 
The Financial Policy primarily comprises the management of:
• Interest-rate risk
• Currency risk

Interest-rate risk

Interest-rate risk arises if assets, liabilities and derivatives do not 
have matching fi xed-interest periods. Whenever possible, fi xed 
lending should be matched by means of corresponding funding or 
covering the gap using interest-rate derivatives. In principle, this 
means that no time differences should exist. In practice, this is 
impossible, so the Board has established interest-rate risk limits. 
However, these limits are so conservative that the basic principle 
for matching still applies. The Financial Policy defi nes interest-rate 
risk as a 1-percentage-point parallel shift in the yield curve. On 
December 31, 2012, an increase in market interest rates of 1 percent-
age point would have resulted in an increase in the value of interest-
bearing assets and liabilities, including derivatives, of SEK 64 M (20). 

Currency risk

Currency risk pertains to the risk that assets and liabilities change in 
value since the value of one currency changes in relation to another 
currency. Currency risks arise since the exchange rate can change 
negatively for Länsförsäkringar Hypotek.

The company is exposed to this risk in funding in EUR, CHF and 
NOK. In line with the Financial Policy, all funding is swapped to 
SEK which means that the effect of the income statement is 0 (0) 
and there are no effects on equity. In cases where exposure is man-
aged with hedging according to IFRS, hedging of fair value is used.

Liquidity risks

Liquidity risk and fi nancing strategy

The Board of Directors decides on a Financial Policy every year 
which provides a framework for the fi nancial operations.The Board 
stipulates the objective of fi nancial risk management in this Policy.

The Board’s main target is that liquidity and fi nancing manage-
ment should be assured by maintaining suitable long-term planning, 
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explicit functional defi nitions and a high level of control. A satis-
factory liquidity reserve is to be in place to ensure that suffi cient 
liquidity is always available. The management of and investments 
in the reserve take place in accordance with the established limits 
stated in the Financial Policy.

The company has highly diversifi ed funding and a liquidity 
reserve comprising securities with high liquidity and creditworthi-
ness, which can be rapidly converted into cash and cash equivalents. 
In addition to these, there are unutilised funding programmes 
which, in combination, provide opportunities for managing risk 
since the contractual cash fl ows vary between assets and liabilities. 
For more information about funding programmes, see page 11. 

The Board also decides on a liquidity and fi nancing strategy with 
a fi nance plan appendix. This is based on the business plan for the 
forthcoming year and supports the fulfi lment of established business 
objectives and fi nancial risk management. Deviations from the 
established business plan result in updates to the liquidity and 
fi nancing strategy. This strategy is determined annually and is 
reviewed at least every six months and continuously by the ALCO, 
and is updated whenever necessary. Material deviations are immedi-
ately reported to the Board.

Liquidity risks are to be minimised as far as possible. Future 
liquidity requirements and access to funds are secured by preparing 
accurate forecasts for the next 12-month period. The strategy is speci-
fi ed in a fi nancing plan containing key fi gures and targets for fulfi l-
ment of the objectives designated by the Board. 

The CSA agreements that have derivative counterparties require 
that collateral is pledged for derivatives that have a negative value for 
the company. This collateral is pledged in the form of cash funds that 
are transferred to the counterparties, thus entailing a liquidity risk for 
the company. For derivatives with positive values for the company, 
collateral is received which can reduce this risk.

Internal pricing is to refl ect the actual cost of maintaining the 
required liquidity levels to achieve transparency and correct busi-
ness governance.

Liquidity reserve

The size of the liquidity reserve is to amount to a minimum of 
the limits stipulated in the Financial Policy. The CFO performs 
continu ous assessments of the market and market trends. The term 
 “market” refers to competitors, debt investors, rating agencies 
and authorities. These assessments provide a basis for the extent 
to which the reserve is to exceed the established minimum levels.

Liquidity management

Liquidity risk is managed by Länsförsäkringar Bank’s Treasury 
unit. Liquidity risk is quantifi ed using liquidity forecasts that con-
tain all fi nancial cash fl ows and expected cash fl ows, as well as the 
net lending increases adopted. The Treasury unit is also responsible 
for the liquidity portfolio. Daily report follow-ups depend on the 
size and structure of the liquidity portfolio. Accordingly, liquidity 
can be monitored daily based on these reports. The liquidity port-
folio is dimensioned to be able to handle six months of normal oper-
ations without funding activities in the capital market, under all 

 circumstances. Normal operations also encompass the expected 
growth of the loan portfolio. Liquidity risk is defi ned as the risk 
of the Länsförsäkringar Hypotek, due to insuffi cient cash and cash 
equivalents, being unable to fulfi l its commitments or only being 
able to fulfi l its commitments by funding cash and cash equivalents 
at a signifi cantly higher cost. This defi nition is closely linked to the 
defi nition of fi nancing risk. Liquidity risk also refers to the risk of 
fi nancial instruments that cannot immediately be converted to cash 
and cash equivalents without decreasing in value. Liquidity risks 
pertaining to the risk of fi nancial investments decreasing in value 
are minimised by essentially investing exclusively in high-liquidity 
instruments in the form of domestic government securities, domes-
tic covered bonds and mortgage certifi cates that are pledgeable at 
the Riksbank.

Länsförsäkringar Hypotek’s liquidity reserve totalled SEK 20.1 
billion (22.8) on December 31, 2012. All liquidity is invested in 
Swedish securities with high credit quality. A total of 85% (60) of 
the liquidity portfolio comprises covered bonds with the highest 
credit rating, 7% (33) securities with the government as the coun-
terparty and 8% (7) in investments in the separate deposit account. 
The liquidity of the investments is high.

Contingency plans

Plans for managing disruptions that affect the Bank Group’s liquid-
ity are in place and updated annually. A contingency plan group has 
been appointed and action plans prepared and adopted by the ALCO.

General objectives of refi nancing strategy

The general objective of funding is to ensure that the operations 
have the requisite refi nancing for both the short and long terms 
and for the desired maturity periods. In addition, funding should 
contribute to the overall profi tability and competitiveness of the 
operations by managing the price and composition of liabilities 
to ensure that they are in line with those of relevant competitors. 
Targets are set to control various activities in terms of the market, 
instruments and composition of funding. 

Strategy for ensuring short and long-term refi nancing

The company regularly meets with both current and potential in-
vestors to ensure that these investors have a sound overview of the 
 operations. By demonstrating  satisfactory risk management, this 
overview creates long-term interest and a will to invest in Läns-
försäkringar Hypotek’s securities. The refi nancing activities are 
also based on diversifi cation in terms of a variety of investors and 
markets. To ensure the success of diversifi cation, the company also 
needs to issue the type of securities sought after by the investors in 
each market. This secures access to refi nancing over time. The 
 instruments that the company is permitted to use are regulated in 
the Financial Policy. Investor activities encompass banks, fund 
managers, insurance companies and central banks.

Furthermore, as part of these activities the company strives 
to ensure that as favourable liquidity as possible is maintained in 
the investments and secured refi nancing options.
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Fixed-interest periods for assets and liabilities 

– Interest-rate exposure

Dec 31, 2012, SEK M 

Not more than 

1 month

More than 

1 month but not 

more than 

3 months 

More than 

3 months but 

not more than 

6 months 

More than 

6 months but 

not more than 1 

year 

More than 

1 year but not 

more than 

3 years 

More than 

3 years but not 

more than 

5 years 

More than 

5 years 

Without 

interest Total 

Assets

Treasury bills and other eligible bills 1,094.7 450.2 1,544.9

Loans to credit institutions 1,696.2 1,696.2

Loans to the public 40,577.1 16,767.7 4,561.6 9,460.3 25,188.9 4,286.6 620.3 –28.2 101,434.4

Bonds and other interest-bearing 

securities 2,915.9 12,607.9 2,694.9 18,218.7

Other assets 4,424.4 4,424,4

Total assets 42,273.3 16,767.7 4,561.6 12,376.2 38,891.6 7,431.8 620.3 4,396.2 127,318.6

Liabilities 

Due to credit institutions 22,984.2 22,984.2

Debt securities in issue 2,479.6 1,391.1 6,378.5 43,388.3 32,340.9 4,983.9 90,962.3

Other liabilities 7,980.1 7,980.1

Subordinated liabilities 501.0 501.0

Equity 4,891.0 4,891.0

Total liabilities and equity 22,984.2 2,980.6 1,391.1 6,378.5 43,388.3 32,340.9 4,983.9 12,871.1 127,318.6

Difference assets and liabilities 19,289.1 13,787.1 3,170.6 5,997.7 –4,496.7 –24,909.1 –4,363.5 –8,474.5

Interest-rate derivatives, 

nominal values, net 574.8 –18,573.5 –5,645.0 –6,400.0 –19,340.0 25,620.0 3,425.0

Net exposure 19,864.0 –4,786.4 –2,474.4 –402.3 –23,836.7 710.9 –938.5 –8,474.5

Dec 31, 2011, SEK M 

Not more than 

1 month

More than 

1 month but not 

more than 

3 months 

More than 

3 months but 

not more than 

6 months 

More than 

6 months but 

not more than 1 

year 

More than 

1 year but not 

more than 

3 years 

More than 

3 years but not 

more than 

5 years 

More than 

5 years 

Without 

interest Total 

Assets

Treasury bills and other eligible bills 2,226.5 6,115.0 8,341.5

Loans to credit institutions 1,912.1 1,912.1

Loans to the public 33,096.2 15,908.5 6,238.4 6,859.6 20,724.4 4,535.4 1,282.4 –19.9 88,625.0

Bonds and other interest-bearing 

securities 100.9 4,622.5 6,467.9 3,313.2 14,504.5

Other assets 4,028.7 4,028.7

Total assets 35,008.3 16,009.4 5,859.9 6,859.6 29,418.8 13,963.6 1,282.4 4,008.8 117,411.8

Liabilities 

Due to credit institutions 19,985.7 19,985.7

Debt securities in issue 450.0 17,170.7 219.9 38,831.9 28,266.1 457.6 85,396.2

Other liabilities 7,187.4 7,187.4

Subordinated liabilities 501.0 501.0

Equity 4,341.6 4,341.6

Total liabilities and equity 20,435.7 17,671.7 219.9 38,831.9 28,266.1 457.6 11,529.0 117,411.8

Difference assets and liabilities 14,572.6 –1,662.3 10,640.9 6,859.6 –9,413.1 –14,302.4 824.8 –7,520.0

Interest-rate derivatives, 

nominal values, net 2,284.8 –11,581.8 –8,689.1 –6,865.0 9,742.5 15,104.6 –883.4

Net exposure 16,857.4 –13,244.1 1,951.9 –5.4 329.4 802.2 –58.7 –7,520.0
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Liquidity exposure, fi nancial instruments 

– remaining term of contract (undiscounted values)

Dec 31, 2012, SEK M On demand < 3 months 

> 3 months 

< 1 year 

> 1 year 

< 5 years > 5 years

Without 

 maturity 

Total nominal 

cash fl ows 

Carrying

 amount

Of which,  

expected  

recovery period 

of > 12 months

Assets

Treasury bills and other eligible bills 1,400.0 1,400.0 1,544.9 1,400.0

Loans to credit institutions 1,696.2 1,696.2 1,696.2

Loans to the public 0.2 38.5 101,395.7 101,434.4 101,434.4 93,522.5

Bonds and other interest-bearing 

securities 2,850.0 14,350.0 17,200.0 18,218.7 14,350.0

Other assets 4,424.4 4,424.4 4,424.4

Total 1,696.2 2,850.2 15,788.5 101,395.7 4,424.4 126,155.0 127,318.6 109,272.5

Liabilities 

Due to credit institutions 11.3 22,913.7 22,925.0 22,984.2

Debt securities in issue 2,325.0 7,238.3 74,662.0 5,399.1 89,624.4 90,962.4 69,437.0

Other liabilities 7,980.0 7,980.0 7,980.0

Subordinated liabilities 501.0 501.0 501.0 501.0

Total liabilities 2,336.3 30,152.0 74,662.0 5,900.1 7,980.0 121,030.4 122,427.6 501.0

Difference assets and liabilities 1,696.2 –2,336.3 –27,301.8 –58,873.5 95,495.6 –3,555.6 5,124.6 4,891.0

Loans approved but not disbursed 4,952.2 4,952.2

Total difference, excluding derivatives 1,696.2 –7,288.5 –27,301.8 –58,873.5 95,495.6 –3,555.6 5,124.6

Dec 31, 2011, SEK M

Assets

Treasury bills and other eligible bills 7,458.0 7,458.0 8,341.5 2,820.7

Loans to credit institutions 1,912.1 1,912.1 1,912.1

Loans to the public 84.6 88,560.0 88,644.6 88,625.0 87,898.3

Bonds and other interest-bearing 

securities 100.0 4,575.0 9,050.0 13,725.0 14,504.5 9,050.0

Other assets 4,028.9 4,028.9 4,028.9 12,483.3

Total 1,912.1 100.0 4,575.0 16,592.6 88,560.0 4,028.9 111,093.6 117,412.0 112,252.3

Liabilities 

Due to credit institutions 1,938.0 18,038.8 19,976.8 19,985.7

Debt securities in issue 10,367.0 1,047.9 72,815.7 466.6 84,697.2 85,396.2 63,554.8

Other liabilities 7,187.4 7,187.4 7,187.4

Subordinated liabilities 501.0 501.0 501.0 501.0

Total liabilities 12,305.0 19,086.7 72,815.7 967.6 7,187.4 112,362.4 113,070.3 64,055.8

Difference assets and liabilities 1,912.1 –12,205.0 –14,511.7 –56,223.1 87,592.5 –3,158.5 –1,268.8

Loans approved but not disbursed 3,893.7 –1,268.8

Total difference, excluding derivatives 1,912.1 –16,198.7 –14,511.7 –56,223.1 87,592.5 –3,158.5 0.0

Liquidity exposure, derivatives

Dec 31, 2012, SEK M < 3 months 

> 3 months 

< 1 year 

> 1 year 

< 5 years > 5 years 

Total nominal 

cash fl ows

Derivatives at fair value through profi t or loss

– Currency

– Interest

Derivatives in hedge accounting

– Currency 127.0 325.6 –931.9 52.3 –427

– Interest 120.0 –261.0 1,382.4 35.2 1,276.6

Total difference, excluding derivatives 247.0 64.5 450.5 87.6 849.6

Dec 31, 2011, SEK M < 3 months 

> 3 months 

< 1 year 

> 1 year 

< 5 years > 5 years 

Total nominal 

cash fl ows

Derivatives in hedge accounting

– Currency 158.1 88.9 176.4 103.7 527.1

– Interest 212.5 422.2 554.1 –62.9 1,125.9

Other

– Currency

– Interest

Total difference, excluding derivatives 370.6 511.1 730.5 40.8 1,653.0
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Business risk

Business risk primarily comprises earnings risks. Earnings risk is 
defi ned as volatility in earnings that creates a risk of lower income 
due to an unexpected decrease in income as a result of such factors 
as competition or volume reductions. Earnings risk is associated 
with all products and portfolios. The retail mortgages operations 
have a low level of volatility and thus a low earnings risk. 

Operational risks

Operational risk is defi ned as the risk of losses arising due to inap-
propriate or unsuccessful internal processes, human error, incorrect 
systems or external events. This defi nition also includes legal risks. 
Based on this defi nition, operational risk encompasses the entire 
retail mortgage operations.

Operational risk is primarily categorised into the following areas:
• Internal fraud 
• External crime 
• Legal risks
• Damage to physical assets
• Interruptions and disturbances to operations and systems
• Business conditions 
• Transaction management and process control
• Working conditions and work environment

All signifi cant processes in the retail mortgage operations perform 
an analysis of the operational risk associated with the processes. 
These risk analyses are part of the mortgages operations overall risk 
assessment in accordance with the rules governing capital ade-
quacy. Since the operations, their external environment and threat 
scenario are constantly changing, the processes must be subject to 
regular quality assurance. This is carried out to ensure that the risks 
remain within the company’s tolerance level. Risk analysis is one 
of the tools used to prepare the basis for decision-making in order 
to introduce measures for managing signifi cant risks.

The purpose of risk analysis is to:
• Identify and reduce signifi cant operational risks 
• Plan security activities 
• Create awareness of operational risks 
• Comply with the Swedish Financial Supervisory Authority’s 

requirements for measuring and assessing operational risk

Each part of the organisation is responsible for performing an 
annual risk analysis.

Incident management

The banking and retail mortgage operations have an IT system for 
reporting operational risk events and incidents. This system enables 
all employees to report any incidents. The system automatically 
divides the incidents into the categories established by the Swedish 
Financial Supervisory Authority. Risk Control periodically pre-
pares a summary of the incidents in its reports. Incident manage-
ment is an important part of the banking operations’ operational risk 
management. Incident statistics contribute to the annual assessment 
and forecast of operational risk. Incident reporting enables the com-
pany to quickly identify critical problems and act upon these.

Model for assessing operational risk

Assessment of identifi ed operational risk is based on a model that 
is applied throughout the operations. Each identifi ed risk is assessed 
on the following basis:
• Consequence – how will the operations be affected if the risk 

occurs? 
• Probability – how likely is it that the risk will occur?

These factors are aggregated to determine a risk value for the opera-
tional risk. Management of the retail mortgage operations is respon-
sible for performing risk analyses, identifying and assessing opera-
tional risks within the framework of its area of responsibility. All 
employees have a responsibility to report incidents. Management is 
responsible for taking action against intolerable risks in their areas 
of responsibility.

Internal Capital Adequacy Assessment Process (ICAAP) 

Länsförsäkringar Hypotek is part of the Bank Group’s Internal Cap-
ital Adequacy Assessment Process (ICAAP). ICAAP was designed 
based on the requirements of the Basel II rules, the requirements 
established by the Board of Directors for the operations and the 
internal demands of an increasingly complex business operation. 
The regulations aimed at the internal capital adequacy assessment 
processes of fi nancial companies are essentially based on principles 
and comprehensive in nature. The Bank Group’s procedures, imple-
mentation and results are to be reported to the Swedish Financial 
Supervisory Authority annually. The CRO of the Parent Company, 
 Länsförsäkringar Bank, is responsible for conducting the process 
work that leads to an internal capital adequacy assessment for the 
Bank Group and forms the basis for business planning and Board 
decisions concerning capital targets and capital forecasts. The process 
is to be carried out annually and includes the  following activities:
• Review of all risks 
• Risk assessment
• Stress tests 
• Capital calculations 

At least once annually, the basic prerequisites for stress tests are to 
be reviewed by the Board of Directors. This review should act as a 
guide for the continuing work involving stress tests. Work involv-
ing stress tests is based on a number of scenarios and the impact of 
these scenarios on risk in the Bank Group. For more detailed infor-
mation about Basel II, see the Pillar III report Risk and capital man-
agement in the Länsförsäkringar Bank Group on the company’s web-
site www.lansforsakringar.se/fi nancialbank.
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NOTE 3 RISKS

Capital-adequacy analysis 

SEK M Dec 31, 2012 Dec 31, 2011

Capital base

Tier 1 capital and Core Tier 1 capital before deductions 4,809.3 4,196.0

Less deferred tax assets –3.3 –0.3

Less IRB defi cit –67.2 –56.2

Tier 1 capital and Core Tier 1 capital 4,738.8 4,139.5

Tier 2 capital 471,0 501.0

Deductions for Tier 2 capital –67.2 –56.2

Total capital base 5,142.6 4,584.3

Risk-weighted assets according to Basel II 21,248.9 20,130.8

Risk-weighted assets according to transition rules 50,668.7 43,844.0

Capital requirement

Capital requirement for credit risk according 

to the Standardised Approach 291.6 355.0

Total capital requirement for credit risk according 

to IRB Approach 1,381.0 1,230.9

Capital requirement for operational risk 27.3 24.6

Capital requirement according to Basel II 1,699.9 1,610.5

Adjustment according to transition rules 2,353.6 1,897.0

Total capital requirement 4,053.5 3,507.5

Tier 1 ratio and Core Tier 1 ratio according to Basel II, % 22.3 20.6

Capital adequacy ratio according to Basel II, % 24.2 22.8

Capital ratio according to Basel II 3.03 2.85

Tier 1 ratio and Core Tier 1 ratio according 

to transition rules, % 9.4 9.4

Capital adequacy ratio according to transition rules, % 10.1 10.5

Capital ratio according to transition rules 1.27 1.31

Special disclosures 

IRB Provisions surplus (+)/defi cit (–) –134.4 –112.4

IRB Total provisions (+) 39.7 31.2

IRB Anticipated loss (–) –174.1 –143.6

Capital requirements

Credit risk according to Standardised Approach

Exposures to institutions 80.6 69.5

Exposures to corporates 2.8 1.1

Retail exposures 57.3 46.1

Exposures secured on residential property 0.0 117.7

Past due items 0.0 0.2

Covered bonds 149.7 119.2

Other items 1.1 1.2

Total capital requirement for credit risk 

according to Standardised Approach 291.6 355.0

Credit risk according to IRB Approach

Retail exposures 

Exposures secured by real estate collateral 1,122.9 1,150.3

Other retail exposures 1.2 0.6

Total retail exposures 1,124.1 1,150.9

Exposures to corporates 256.9 80.0

Total capital requirement for credit risk 

according to IRB Approach 1,381.0 1,230.9

Operational risks 

Standardised Approach 27.3 24.6

Total capital requirement for operational risk 27.3 24.6

Capital ratio = total capital base/total capital requirement. 

The capital base includes the Board’s proposed appropriation of profi t.

In addition to the Parent Company Länsförsäkringar Bank AB (publ) (516401-9878), 

the fi nancial corporate group includes the wholly owned and fully consolidated subsidiaries 

Länsförsäkringar Hypotek AB (publ) (556244-1781),Wasa Kredit AB (556311-9204) and 

Länsförsäkringar Fondförvaltning AB (publ) (556364-2783).

NOTE 4 SEGMENT REPORTING

The business of the company represents a single operating segment and reporting to the chief 

operating decision-maker thus corresponds to the income statement and balance sheet for 

the year.

NOTE 5 INTEREST INCOME

SEK M 2012 2011

Loans to credit institutions 34.8 86.5

Loans to the public 3,687.0 3,149.7

Interest-bearing securities 576.5 568.5

Derivatives

 Hedge accounting 2,907.6 2,955.5

 Non-hedge accounting – 131.5

Total interest income 7,205.9 6,891.7

of which interest income on impaired loans 0.0 0.0

of which interest income from fi nancial items 

not measured at fair value 3,721.8 3,236.1

Average interest rate on loans to the public 

during the year, % 3.9 3.7

NOTE 6 INTEREST EXPENSE

SEK M 2012 2011

Due to credit institutions –540.1 –400.5

Interest-bearing securities – 2,833.4 –2,729.9

Subordinated liabilities –22.9 –23.7

Derivatives

 Hedge accounting – 2,977.4 –3,072.1

 Non-hedge accounting – –125.1

Other interest expense –36.5 –34.0

Total interest expense –6,410.3 –6,385.3

  of which interest expense from fi nancial items not 

measured at fair value –3,432.9 –3,188.1

NOTE 7 COMMISSION INCOME

SEK M 2012 2011

Loans 2.4 2.2

Total commission income 2.4 2.2

NOTE 8 COMMISSION EXPENSE

SEK M 2012 2011

Remuneration to regional insurance companies –386.3 –249.2

Other commission –1.3 –1.6

Total commission expense –387.6 –250.8
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NOTE 9 GAINS FROM FINANCIAL ITEM

SEK M 2012 2011

Change in fair value

Interest-related instruments 281.8 469.2

Currency-related instruments –783.9 15.6

Change in fair value of hedged items 478.2 –506.5

Capital gains/losses

Interest-related instruments –23.4 1.4

Interest compensation 49.7 24.8

Total net gains/losses from fi nancial items 2.4 4.5

Profi t/loss by valuation category

Available-for-sale fi nancial assets, realised 377.0 21.1

Derivative assets intended for risk management, 

non-hedge accounting – –

Derivative liabilities intended for risk management, 

non-hedge accounting – –

Derivatives in hedge accounting, realised –90.9 –0.2

Loans and receivables 49.7 24.8

Financial liabilities at amortised cost –309.5 –15.2

Change in fair value of derivatives that are hedging 

instruments in a fair value hedge –502.1 484.8

Change in fair value of hedged items with regard to the 

hedged risk in fair value hedges 478.2 –510.8

Total 2.4 4.5

NOTE 10 OTHER OPERATING INCOME

SEK M 2012 2011

Other income 0.1 0.4

Total other operating income 0.1 0.4

NOTE 11 EMPLOYEES, STAFF COSTS AND REMUNERATION 

TO SENIOR EXECUTIVES

Average number of employees, Sweden 2012 2011

Men 4 4

Women 2 1

Total number of employees 6 5

Salaries, other remuneration and social security expenses, 

other employees 2012 2011

Salaries and remuneration 2.6 3.0

 of which variable remuneration – –

Social security expenses 2.5 2.5

 of which pension costs 1.0 1.3

Total 5.1 5.5

Board of Directors and senior executives, 3 (3) 2012 2011

Salaries and remuneration 4.3 4.7

  of which, fi xed salary to the President and Executive Vice 

President 4.0 4.6

  of which, variable remuneration to the President and 

Executive Vice President – –

Social security expenses 3.0 3.3

  of which pension costs 1.4 1.5

Total 7.3 8.0

Total salaries, other remuneration and 

social security expenses 2012 2011

Salaries and remuneration 6.9 7.7

 of which variable remuneration – –

Social security expenses 5.5 5.9

 of which pension costs 2.4 2.8

Total 12.4 13.6

Remuneration to the Board 

Directors’ fees are payable to the Chairman and members of the Board in accordance with 

a decision of the Annual General Meeting. No fee is payable to employee representatives. 

Remuneration of senior executives 

Remuneration to the President and other senior executives comprises basic salary, and other 

benefi ts. Pension benefi ts and other benefi ts paid to the President and other senior executives 

are included as part of total remuneration. Senior executives are the individuals who, together 

with the President, comprise company management.

NOTE 11 EMPLOYEES, STAFF COSTS AND REMUNERATION 

TO SENIOR EXECUTIVES, cont.

Remuneration and other benefi ts for senior executives

SEK M

Basic 

salary

Variable 

remuneration

Other 

benefi ts

Pension 

costs Total 

Pension costs as a percentage 

of pensionable salary, % 

Defi ned-contribution

2012

Anders Borgcrantz, President 2.5 1.0 3.5 35

Martin Rydin, Executive Vice President 1.6 0.4 2.0 25

Christer Malm, Board member 0.1 0.1

Christian Bille, Board member 0.1 0.1

Total 2012 4.3 1.4 5.7

2011

Anders Borgcrantz, President 2.7 0.0 0.0 0.9 3.6 35

Göran Laurén, Executive Vice President 1.9 0.0 0.0 0.6 2.5 32

Christian Bille, Board member 0.0 0.0

Christer Malm, Board member 0.1 0.1

Total 2011 4.7 0.0 0.0 1.5 6.2

Pension costs are attributable to the expenses affecting net profi t/loss for the year.

Pensions 

The retirement age for the President is 65. The pension is a defi ned-contribution plan and the 

pension premium is to amount to 35% of the pensionable salary. Pensionable salary refers to fi xed 

salary. The retirement age for the Executive Vice President is 65 years. The pension is subject to 

the terms of the pension agreements between the Swedish Insurance Employers’ Association 

(FAO), the Swedish Union of Insurance Employees (FTF) and the Swedish Confederation of Pro-

fessional Associations (SACO). The retirement age for the Executive Vice President and other 

senior executives is 65. These pension is subject to the terms of the pension agreements between 

the Swedish Insurance Employers’ Association (FAO), the Swedish Union of Insurance Employees 

(FTF) and the Swedish Confederation of Professional Associations (SACO). Furthermore, an 

 additional pension premium corresponding to half a price base amount is paid every year.

Severance pay 

A mutual period of notice of six months applies to the President. If termination of employ-

ment is issued by the company, severance pay corresponding to 18 months’ salary will be 

paid, in addition to the period of notice. The Executive Vice President has a period of notice 

of six months if employment is terminated at his request, and if termination of employment 

is issued by the company, the period of notice is twelve months. 
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NOTE 11 EMPLOYEES, STAFF COSTS AND REMUNERATION 

TO SENIOR EXECUTIVES, cont.

Preparation and decision-making process applied in relation to 

the issue of remuneration to senior executives 

A Remuneration Policy for the Länsförsäkringar AB Group regulates the preparation and decision-

making process for remuneration to senior executives. The Remuneration Committee prepares 

important remuneration decisions and decisions on measures for following up the application 

of the Remuneration Policy. The Board decides on remuneration and other terms of employ-

ment for senior executives and employees with overall responsibility for one of the company’s 

control functions. 

Composition of Remuneration Committe

The composition and duties of the Remuneration Committee are regulated in the Board’s formal 

work plan. The Remuneration Committee comprises the Board Chairman and one Board member.

Policies for remuneration to senior executives 

Senior executives in the Länsförsäkringar AB Group are to have market-based employment 

terms and conditions. Total remuneration is to be in line with the industry standard. The 

structure and level of remuneration should correspond to the company’s values, meaning that 

it should be reasonable, moderate and well-balanced, and also contribute to good ethics and 

organisational culture, characterised by openness and transparency. 

Fixed remuneration 

Fixed remuneration is paid according to the general policy above. 

Pensions 

Pensions should comply with the terms of the pension agreements between the Swedish 

 Insurance Employers’ Association (FAO), the Swedish Union of Insurance Employees (FTF) 

and the Swedish Confederation of Professional Associations (SACO). 

Other benefi ts 

In addition to the above benefi ts, a company car is offered in accordance with applicable 

 conditions, individual medical insurance and other benefi ts offered to all employees.

Number of women among senior executives, % Dec 31, 2012 Dec 31, 2011 

Board members 20 0

Other senior executives 0 0

Loans to senior executives

Länsförsäkringar

 Hypotek

Länsförsäkringar AB 

Group

SEK M 2012 2011 2012 2011

Board members 1.6 1.6 50.1 54.0

  of which, loans from 

Länsförsäkringar Bank 1.0 1.0 11.6 10.9

  of which, loans from 

Länsförsäkringar Hypotek 0.6 0.6 38.5 43.1

  of which loans from Wasa Kredit – – – –

President and Executive Vice 

Presidents – – 17.8 18.3

  of which, loans from 

Länsförsäkringar Bank – – 3.8 3.3

  of which, loans from 

Länsförsäkringar Hypotek – – 13.7 15.0

 of which loans from Wasa Kredit – – 0.3 –

Senior executives – – 36.4 30.7

  of which, loans from 

Länsförsäkringar Bank – – 6.6 6.1

  of which, loans from 

Länsförsäkringar Hypotek – – 29.8 24.6

  of which loans from Wasa Kredit – – – –

Loans granted comprise personnel loans and other loans. Personnel loans carry loan terms 

comparable to what applies to other employees in the Group. The interest rate for personnel 

loans is the repo rate less 0.5 percentage points, but can never be lower than 0.5 percentage 

points. The interest benefi t is calculated in accordance with the Swedish National Tax Board’s 

rules and is included in other benefi ts as above. The terms and conditions of other loans are 

market-based. 

The Group has not pledged assets, other collateral or assumed any liability undertaking 

for the benefi t of any senior executive. 

Remuneration Policy 

In accordance with the regulations and general advice of the Swedish Financial Supervisory 

Authority (FFFS 2011:1) regarding remuneration policies in credit institutions, investment 

fi rms and fund management companies with license for discretionary portfolio management, 

the Board is to adopt a Remuneration Policy. It is intended that a statement of remuneration 

in the company be published on the website when the Annual Report is adopted. 

NOTE 12 OTHER ADMINISTRATION EXPENSES

SEK M 2012 2011

Costs for premises 0.0 0.0

IT costs –0.9 –1.6

Management costs –2.1 –2.3

Other administration expenses –75.2 –60.5

Total administration expenses –78.2 –64.4

The item Other administration expenses largely comprises administration services purchased 

from the Parent Company.

NOTE 13 REMUNERATION TO AUDITORS

SEK M 2012 2011

Audit fees

KPMG

– Audit assignments –0.4 –0.5

– Audit activities other than audit assignments – –0.3

– Other assignments –0.3 –

Deloitte

– Audit assignments – –

– Audit activities other than audit assignments – –0.6

– Other services –0.4 –0.4

Audit assignment pertains to reviewing the annual report and accounting, as well as the Board’s 

and President’s administration. Audit activities other than audit assignment pertain to various 

types of quality-assurance services, such as reviews of the administration, Articles of Associa-

tion, regulations or agreements that result in reports or certifi cates. Other assignments pertain 

to activities that are not included in the above mentioned items, for example, legal consulta-

tions alongside audit activities and that are not attributable to tax consultancy services. 

NOTE 14 DEPRECIATION AND IMPAIRMENT OF PROPERTY AND EQUIPMENT

SEK M 2012 2011

Depreciation of property and equipment –0.1 0.0

Total depreciation and impairment of assets –0.1 0.0

NOTE 15 LOAN LOSSES, NET

SEK M 2012 2011

Specifi c reserve for individually assessed loan receivables

Write-off of confi rmed loan losses during the year –8.0 –17.5

Reversed earlier impairment of loan losses recognised 

as confi rmed losses 1.8 4.8

Impairment of loan losses during the year –4.6 –8.4

Payment received for prior confi rmed loan losses 11.7 13.1

Reversed impairment of loan losses no longer required 1.1 6.7

Net income/expense for the year for individually assessed 

loan receivables 2.0 –1.3

Collective reserves for individually assessed receivables

Provision/reversal of impairment of loan losses – –

Collectively assessed homogenous groups of loan receivables 

of limited value and similar credit risk

Provision/reversal of impairment of loan losses –4.3 5.3

Net income/expense for the year for collectively assessed 

homogenous loan receivables –4.3 5.3

Net income/expense of loan losses for the year –2.3 4.0

All information pertains to receivables from the public.
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NOTE 16 TAX

SEK M 2012 2011

Current tax

Current tax –64.9 –39.4

Total current tax –64.9 –39.4

Deferred tax

Change in deferred tax expense on temporary differences 3.0 0.2

Total deferred tax 3.0 0.2

Total recognised tax expense –62.1 –39.2

Reconciliation of effective tax rate

Profi t before tax 319.3 188.7

Tax at applicable tax rate –84.0 –49.6

Tax on non-deductible costs –0.2 –0.2

Tax attributable to changed tax rates –0.7 –

Other 22.8 10.6

Total tax on net profi t for the year –62.1 –39.2

Applicable tax rate 26.3% 26.3%

Effective tax rate 19.4% 20.8%

Tax items recognised directly against equity

Current tax in Group contribution paid –64.9 –91.4

Tax items recognised in other comprehensive income

Tax on available-for-sale fi nancial assets 22.8 –41.4

2012 2011

SEK M

Before 

tax Tax

After 

tax

Before 

tax Tax

After 

tax

Tax attributable to other 

comprehensive income

Available-for-sale fi nancial assets –86.8 22.8 –64.0 157.4 –41.4 116.0

NOTE 17 TREASURY BILLS AND OTHER ELIGIBLE BILLS

SEK M Dec 31, 2012 Dec 31, 2011

Carrying amount

Swedish government 1,544.9 8,341.5

Total treasury bills and other eligible bills 1,544.9 8,341.5

Fair value 1,544.9 8,341.5

Amortised cost 1,497.0 7,943.1

Nominal value 1,400.0 7,458.0

Remaining term of more than 1 year 1,544.9 8,341.5

NOTE 18 LOANS TO CREDIT INSTITUTIONS

SEK M Dec 31, 2012 Dec 31, 2011

Loans to credit institutions 1,696.2 1,912.1

Total loans to credit institutions 1,696.2 1,912.1

Payable on demand 1,696.2 1,912.1

Loans to credit institutions include investments of SEK 1,683.8 M (1,906.3) in the Parent 

Company.

NOTE 19 LOANS TO THE PUBLIC

Loan receivables are geographically attributable in their entirety to Sweden.

SEK M Dec 31, 2012 Dec 31, 2011

Loan receivables, gross

Corporate sector 3,881.7 1,733.8

Retail sector 97,592.4 86,925.0

Total loan receivables, gross 101,474.1 88,658.8

Impairment of individually reserved loan receivables

Retail sector –1.9 –0.3

Total individual reserves –1.9 –0.3

Impairment of collectively reserved loan receivables

Corporate sector –3.2 –2.5

Retail sector –34.6 –31.0

Total collective reserves –37.8 –33.5

Total provisions –39.7 –33.8

Loan receivables, net

Corporate sector 3,878.4 1,731.3

Retail sector 97,556.0 86,893.7

Total loans to the public 101,434.4 88,625.0

Payable on demand – –

Remaining term of not more than 3 months 57,316.6 49,018.6

Remaining term of more than 3 months 

but not more than 1 year 14,021.9 13,098.0

Remaining term of more than 1 year 

but not more than 5 years 29,475.6 25,259.9

Remaining term of more than 5 years 620.3 1,282.3

Impaired loans

Retail sector 3.1 0.8

Total impaired loans 3.1 0.8

Remaining term is defi ned as the remaining fi xed-income period if the loan has periodically 

restricted conditions. 

Defi nitions:

A loan receivable is considered impaired if a payment is more than 60 days past due or if 

there is reason to expect that the counterparty cannot meet its undertaking. The loan receivable 

is considered impaired to the extent that its whole amount is not covered by collateral.

NOTE 19 LOANS TO THE PUBLIC, cont.

Reconciliation of impairment of loan losses, SEK M

Individual 

impairments

Collective 

impairments Dec 31, 2012

Individual 

impairments

Collective 

impairments Dec 31, 2011

Opening balance –0.3 –33.5 –33.8 –3.4 –38.8 –42.2

Reversed earlier impairment of loan losses recognised in the annual accounts 

as confi rmed losses 1.8 –4.3 –2.5 4.8 5.3 10.1

Reversed impairment of loan losses no longer required 1.2 – 1.2 6.7 – 6.7

Impairment of loan losses during the year –4.6 – –4.6 –8.4 – –8.4

Closing balance –1.9 –37.8 –39.7 –0.3 –33.5 –33.8

LÄNSFÖRSÄKRINGAR HYPOTEK 2012 39 



NOTE 20 BONDS AND OTHER INTEREST-BEARING SECURITIES

Issued by organisations other than public bodies

SEK M Dec 31, 2012 Dec 31, 2011

Carrying amount

Swedish mortgage institutions 18,218.7 14,504.5

Total bonds and other interest-bearing securities 18,218.7 14,504.5

Fair value 18,218.7 14,504.5

Amortised cost 17,824.7 14,206.0

Nominal value 17,200.0 13,725.0

Market status

Securities listed 18,218.7 14,504.5

Securities unlisted – –

Remaining term of not more than 1 year 2,915.9 4,723.3

Remaining term of more than 1 year 15,302.8 9,781.2

NOTE 21 DERIVATIVES

Dec 31, 2012 Dec 31, 2011

SEK M

Nominal 

value

Fair 

value

Nominal 

value

Fair 

value

Derivatives with positive values

Derivatives in hedge accounting

Interest 64,458.0 1,522.2 59,395.0 1,292.2

Currency 8,651.5 417.1 10,576.6 454.2

Collateral received, CSA  –  –192.9  – –276.1

Other derivates

Interest  –  – – –

Currency  –  – – –

Total derivatives with positive values 73,109.5 1,746.4 69,971.6 1,470.3

Remaining term of not more 

than 1 year 5,518.0 153.9 11,266.8 73.5

Remaining term of more than 1 year 67,591.5 1,785.4 58,704.8 1,672.9

Derivatives with negative values

Derivatives in hedge accounting

Interest 67,333.0 1,205.1 61,169.0 1,350.6

Currency 26,065.6 1,619.2 11,852.1 887.2

Other derivates

Currency  –  –  –  –

Total derivatives with negative values 93,398.6 2,824.3 73,021.1 2,237.8

Remaining term of not more 

than 1 year 21,025.0 139.4 18,545.0 79.5

Remaining term of more than 1 year 72,373.6 2,684.9 54,476.1 2,158.3

NOTE 22 FAIR VALUE CHANGES OF INTEREST-RATE-RISK HEDGED 

ITEMS IN PORTFOLIO HEDGE

SEK M Dec 31, 2012 Dec 31, 2011

Assets

Carrying amount at beginning of year 640.5 126.4

Changes during the year pertaining to lending 140.6 514.1

Carrying amount at year-end 781.1 640.5

Liabilities

Carrying amount at beginning of year 1,755.8 –378.9

Changes during the year pertaining funding 311.9 2,134.7

Carrying amount at year-end 2,067.7 1,755.8

NOTE 23 PROPERTY AND EQUIPMENT

SEK M Dec 31, 2012 Dec 31, 2011

Equipment

Opening cost 0.3 –

Purchase 0.4 0.3

Closing cost 0.7 0.3

Opening depreciation 0.0 –

Depreciation for the year  –0.1 0.0

Closing accumulated depreciation  –0.1 0.0

Total property and equipment 0.6 0.3
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NOTE 24 DEFERRED TAX ASSETS AND TAX LIABILITIES

Recognised deferred tax assets and tax liabilities are attributable to the following:

Deferred tax assets Deferred tax liabilities Net

SEK M Dec 31, 2012 Dec 31, 2011 Dec 31, 2012 Dec 31, 2011 Dec 31, 2012 Dec 31, 2011 

Liabilities  –3.3 –0.3  –  –  –3,3 –0.3

Deferred tax asset (–) /deferred tax liability (+) –3.3 –0.3 – – –3.3 –0.3

Net deferred tax asset (–) /deferred tax liability (+) –3.3 –0.3  –  –  –3.3 –0.3

Change in deferred tax in temporary differences and loss carryforwards

SEK M Amount at Jan 1

Recognised in

 profi t and loss

Recognised in other 

comprehensive income Amount at Dec 31

Dec 31, 2012

Liabilities  –0.3  –3.0  –  –3.3

Deferred tax asset (–)/ tax liability (+)  –0.3 –3.0 – –3.3

Dec 31, 2011

Other fi nancial investment assets 10.6 – –10.6 –

Liabilities –0.1 –0.2 – –0.3

Deferred tax asset (–)/ tax liability (+) 10.5 –0.2 –10.6 –0.3

NOTE 25 OTHER ASSETS

SEK M Dec 31, 2012 Dec 31, 2011

Accounts receivable – 0.2

Other assets 23.4 1.0

Total other assets 23.4 1.2

NOTE 26 PREPAID EXPENSES AND ACCRUED INCOME

SEK M Dec 31, 2012 Dec 31, 2011

Accrued interest income 1,867.2 1,915.6

Other accrued income  –  –

Prepaid expenses 2.3 0.5

Total prepaid expenses and accrued income 1,869.5 1,916.1

NOTE 27 DUE TO CREDIT INSTITUTIONS

SEK M Dec 31, 2012 Dec 31, 2011

Swedish credit institutions 22,984.2 19,985.7

Total liabilities due to credit institutions 22,984.2 19,985.7

Payable on demand  – –

Remaining term of not more than 3 months 16.3 1,947.0

Remaining term of more than 3 months 

but not more than 1 year 22,967.9 18,038.7

Remaining term of more than 1 year 

but not more than 5 years  – –

Remaining term of more than 5 years  – –

Credit granted in Länsförsäkringar Bank amounts to

SEK 20.5 

billion

SEK 20.5 

billion

Loans to credit institutions include funding of SEK 22,972.9 M (SEK 18,047.7) from the 

Parent Company. True repurchase transactions amounted to SEK 11.3 M (1,938.0), of which 

SEK 0 M (0) with Group companies.

NOTE 28 DEBT SECURITIES IN ISSUE

SEK M Dec 31, 2012 Dec 31, 2011

Bond loans 90,962.4 85,396.2

Total securities issued 90,962.4 85,396.2

Remaining term of not more than 1 year 9,303.5 11,449.7

Remaining term of more than 1 year 81,658.9 73,946.5

All securities are covered bonds.

NOTE 29 OTHER LIABILITIES

SEK M Dec 31, 2012 Dec 31, 2011

Accounts payable 0.4 5.5

Unpaid Group contributions 247.0 347.6

Other liabilities 8.6 2.3

Total other liabilities 256.0 355.4

NOTE 30 ACCRUED EXPENSES AND DEFERRED INCOME

SEK M Dec 31, 2012 Dec 31, 2011

Accrued holiday pay 0.3 0.7

Accrued social security expenses 0.9 0.8

Accrued interest expense 2,657.5 2,715.7

Other accrued expenses 172.8 121.1

Total accrued expenses and deferred income 2,831.5 2,838.3
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NOTE 31 PROVISIONS

Defi ned-benefi t pension plans

The company has a defi ned-benefi t pension plan that is a pension agreement from 2006 for 

the insurance sector. Persons born in 1955 or earlier are entitled to voluntarily retire from the 

age of 62. The terms and conditions of this plan are designed such that the pension 

 comprises about 65% of the pensionable salary at age 62.

SEK M Dec 31, 2012 Dec 31, 2011 

Pension commitments

Provisions for pensions 0.5 –

Total 0.5 –

Defi ned-contribution pension plans

Defi ned-contribution pension plans are plans according to which the company pays fi xed 

 contributions to a separate legal entity and does not have a legal or informal obligation to 

pay additional contributions. The company’s payments of defi ned-contribution plans are 

recognised as expenses during the period in which the employee performed the services to 

which the contributions refer. Primarily, contributions to the Insurance Industry’s Pension 

Fund (FPK) are recognised here. This plan includes all company employees.

 2012 2011

Expenses for defi ned-contribution plans 1.7 1.7

NOTE 32 SUBORDINATED LIABILITIES

SEK M Dec 31, 2012 Dec 31, 2011

Subordinated debt 501.0 501.0

Total subordinated liabilities 501.0 501.0

Dec 31, 2012 Dec 31, 2011

Specifi cation of subordinated debt from 

Länsförsäkringar Bank AB (publ)

Carrying 

amount

Carrying 

amount

Coupon rate 

of interest

Subordinated debt 2007/2017 LF Bank 150.0 150.0

variable 3 

months

Subordinated debt 2008/2018 LF Bank 40.0 40.0

variable 3 

months

Subordinated debt 2008/2018 LF Bank 150.0 150.0

variable 3 

months

Subordinated debt 2009/2019 LF Bank 161.0 161.0

variable 3 

months

Total 501.0 501.0  

Subordinated debt is subordinate to the mortgage company’s other liabilities, which means 

that they carry entitlement to payment only after the other creditors have received payment.

NOTE 33 ASSETS AND LIABILITIES, FOREIGN CURRENCY

Dec 31, 2012 Dec 31, 2011 

SEK M

Foreign 

 currency SEK

Foreign 

 currency SEK

Liabilities

Debt securities in issue

CHF 538.5 3,929.1 394.2 2,889.8

EUR 1,996.6 18,728.1 1,993.5 17,740.6

NOK 1,000.0 1,177.3 – –

Total liabilities 23,834.5 20,630.4

Currency exchange rates are hedged with cross-currency interest-rate swaps.

NOTE 34 EQUITY

SEK M Dec 31, 2012 Dec 31, 2011

Restricted equity

Share capital (70,335 shares, 

quotient value SEK 100 per share) 70.3 70.3

Statutory reserve 14.1 14.1

Total restricted equity 84.4 84.4

Non-restricted equity

Fair value reserve 81.7 145.6

Retained earnings 4,467.6 3,962.1

Net profi t for the year 257.3 149.5

Total non-restricted equity 4,806.6 4,257.2

Total equity 4,891.0 4,341.6

Conditional shareholders’ contribution received totalled:

During 2007 75.0

During 2008 125.0

During 2009 537.6

During 2010 745.0

During 2011 710.0

During 2012 538.0

Total 2,730.6

The disclosure requirement in accordance with Chapter 5, Section 14 of the Swedish Annual 

Accounts Act regarding specifi cation of changes in shareholders’ equity compared with the 

preceding year’s balance sheet is presented in Statement of changes in shareholders’ equity.

Specifi cation of balance-sheet item Fair value reserve Dec 31, 2012 Dec 31, 2011 

Opening reserve 145.6 29.6

Change in fair value of available-for-sale fi nancial assets –86.7 157.4

Tax on available-for-sale fi nancial assets 22.8 –41.4

Closing reserve 81.7 145.6

NOTE 35 MEMORANDUM ITEMS

SEK M Dec 31, 2012 Dec 31, 2011

For own liabilities, pledged assets

Collateral paid due to repurchase agreement 11.3 1,938.0

Loan receivables, covered bonds 95,529.8 84,428.1

For own liabilities, pledged assets 95,541.1 86,366.1

Other pledged assets None None

Contingent liabilities

Conditional shareholders’ contribution 2,730.6 2,192.6

Other commitments

Loans approved but not disbursed 4,952.2 3,893.7

Loans to the public were provided as collateral for issuance of covered bonds and mortgage 

bonds. In the event of the company’s insolvency, bond holders have preferential rights to the 

assets that are registered as cover pool. 

Other pledged securities will be transferred to the pledgee in the event of bankruptcy.
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NOTE 36 FINANCIAL ASSETS AND LIABILITIES BY CATEGORY

Financial assets at fair value 

through profi t or loss

Dec 31, 2012

SEK M

Loans and 

receivables

Financial assets 

according to 

fair value option

Held for 

trading 

Derivatives 

used in hedge 

accounting

Available-for-

sale fi nancial 

assets Total Fair value

Assets

Treasury bills and other eligible bills 1,544.9 1,544.9 1,544.9

Loans to credit institutions 1,696.2 1,696.2 1,696.2

Loans to the public 101,434.4 101,434.4 102,389.8

Bonds and other interest-bearing securities 18,218.7 18,218.7 18,218.7

Derivatives 1,746.4 1,746.4 1,746.4

Accounts receivable 23.4 23.4

Total assets 103,154.0 1,746.4 19,763.6 124,664.0

Financial liabilities at fair value 

through profi t or loss

SEK M

Financial liabilities 

according to 

fair value option

Held for 

trading 

Derivatives 

used in hedge 

accounting

Other 

fi nancial 

liabilities Total Fair value

Liabilities 

Due to credit institutions 22,984.2 22,984.2 22,984.2

Debt securities in issue 90,962.4 90,962.4 96,094.7

Derivatives 2,824.3 2,824.3 2,824.3

Accounts payable 2.0 2.0

Subordinated liabilities 501.0 501.0

Total liabilities 2,824.3 114,449.6 117,273.9

Financial assets at fair value 

through profi t or loss

Dec 31, 2011

SEK M

Loans and 

receivables

Financial assets 

according to 

fair value option

Held for 

trading 

Derivatives 

used in hedge 

accounting

Available-for-

sale fi nancial 

assets Total Fair value

Assets

Treasury bills and other eligible bills 8,341.5 8,341.5 8,341.5

Loans to credit institutions 1,912.1 1,912.1 1,912.1

Loans to the public 88,625.0 88,625.0 89,002.8

Bonds and other interest-bearing securities 14,504.5 14,504.5 14,504.5

Derivatives 1,470.3 1,470.3 1,470.3

Accounts receivable 0.2 0.2

Total assets 90,537.3 1,470.3 22,846.0 114,853.6

Financial liabilities at fair value 

through profi t or loss

SEK M

Financial liabilities 

according to 

fair value option

Held for 

trading 

Derivatives 

used in hedge 

accounting

Other 

fi nancial 

liabilities Total Fair value

Liabilities 

Due to credit institutions 19,985.7 19,985.7 19,985.7

Debt securities in issue 85,396.2 85,396.2 87,477.6

Derivatives 2,237.8 2,237.8 2,237.8

Accounts payable 5.5 5.5

Subordinated liabilities 501.0 501.0

Total liabilities 2,237.8 105,888.4 108,126.2

For listed securities, medium prices at year-end or on the most recent trading dale are used. Deposits and loans are measured using actual lending rates at year-end including discounts.
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NOTE 37 FAIR VALUE VALUATION TECHNIQUES

Determination of fair value through published price quotations or valuation techniques

For information and determination of fair value, refer to the accounting policies.

Dec 31, 2012 

SEK M

Instruments with 

published price 

quotations (Level 1)

Valuation techniques 

based on observable 

market prices (Level 2)

Valuation techniques 

based on unobservable 

market prices (Level 3) Total 

Assets

Treasury bills and other eligible bills 1,544.9 1,544.9

Bonds and other interest-bearing securities 18,218.7 18,218.7

Derivatives 1,746.4 1,746.4

Liabilities 

Derivatives 2,824.3 2,824.3

Dec 31, 2011 

SEK M

Instruments with 

published price 

quotations (Level 1)

Valuation techniques 

based on observable 

market prices (Level 2)

Valuation techniques 

based on unobservable 

market prices (Level 3) Total 

Assets

Treasury bills and other eligible bills 8,341.5 8,341.5

Bonds and other interest-bearing securities 14,504.5 14,504.5

Derivatives 1,470.3 1,470.3

Liabilities 

Derivatives 2,237.8 2,237.8

Transactions between related parties

Receivables Liabilities Income Expenses

SEK M Dec 31, 2012 Dec 31, 2011 Dec 31, 2012 Dec 31, 2011 2012 2011 2012 2011

Länsförsäkringar Bank AB (Parent Company) 1,760.2 1,906.3 23,778.7 18,609.0 147.0 86.2 756.7 463.5

Other companies in the Bank Group 0.3 0.4 – 0.0 – – 1.1 1.1

Other companies in the 

Länsförsäkringar AB Group 0.2 – 247.0 294.8 – – 0.5 –

Regional insurance companies – – 113.2 55.6 – – 386.3 249.1

For information regarding remuneration to related key persons such as members of the Board and senior executives, see note 11 concerning staff costs.

In all other respects, no transactions took place between these individuals and their family members apart from normal customer transactions.

NOTE 38 DISCLOSURES ON RELATED PARTIES, PRICING AND AGREEMENTS

Related parties

Related legal entities include the Länsförsäkringar AB Group’s and the Länsförsäkringar Liv 

Group’s companies, associated companies, the 23 regional insurance companies with sub-

sidiaries and other related parties. Other related parties comprise Länsförsäkringar Mäklar-

service, Länsförsäkringar Fastighetsförmedling AB, Länsförsäkringar PE-Holding AB (publ), 

Humlegården Holding I AB, Humlegården Holding II AB, Humlegården Holding III AB and 

Humlegården Fastigheter AB. 

From 2006, the local insurance companies that hold shares in Länsförsäkringar AB are 

considered to be legal entities related to the Alliance. 

Related key persons are Board members, senior executives and close family members 

to these individuals. 

Pricing 

The pricing level of the goods and services that Länsförsäkringar Hypotek AB purchases and 

sells within the Länsförsäkringar Alliance is determined by Länsförsäkringar AB’s company 

management once a year in conjunction with the adoption of the business plan.

Agreement 

Signifi cant agreements for the company are primarily assignment agreements whit the 

23 regional insurance companies and assignment agreements with Länsförsäkringar AB 

for devel opment, service, fi nancial services and IT. The company has agreements with the 

other companies in the Bank Group for Group-wide services.

NOTE 39 EVENTS AFTER BALANCE-SHEET DATE

No signifi cant events took place after the balance-sheet date.
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Statement from the Board

The Board of Directors and President affi rm that this Annual Report was prepared in accordance with generally accepted accounting 
 policies in Sweden and that the accounts were prepared in accordance with legally restricted IFRSs, meaning in accordance with the 
 international accounting standards referred to in Regulation (EC) No 1606/2002 of the European Parliament and the Council issued on 
July 19, 2002 on the application of international accounting standards, with the limitations stipulated by the Swedish Annual Accounts 
Act and  regulations. The Annual Report gives a true and fair view of the company’s position and earnings. The Board of Directors’ Report 
provides a true and fair overview of the company’s operations, fi nancial position and earnings, and describes the signifi cant risks and 
 uncertainties to which the company is exposed.

Stockholm, February 14, 2013

 Rikard Josefson Christian Bille Bengt Clemedtson
 Chairman Board member Board member

 Bengt Jerning Christer Malm Anders Borgcrantz
 Board member Board member President

My audit report was submitted on February 14, 2013

Stefan Holmström
Authorised Public Accountant

This Annual Report is a translation of the Swedish Annual Report that has been reviewed by the company’s auditors.
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Report on the annual accounts 

I have audited the annual accounts of Länsförsäkringar Hypotek AB 
(publ) for the year 2012. The annual accounts of the company are 
included in the printed version of this document on pages 12–45. 

Responsibilities of the Board of Directors and the 

President for the annual accounts 

The Board of Directors and the President are responsible for the prep-
aration and fair presentation of these annual accounts in accordance 
with the Annual Accounts Act of Credit Institutions and Security 
Companies, and for such internal control as the Board of Directors 
and the President determine is necessary to enable the preparation of 
annual accounts that are free from material misstatement, whether 
due to fraud or error. 

Auditor’s responsibility

My responsibility is to express an opinion on these annual accounts 
based on my audit. I conducted my audit in accordance with Interna-
tional Standards on Auditing and generally accepted auditing stand-
ards in Sweden. Those standards require that I comply with ethical 
requirements and plan and perform the audit to obtain reasonable 
assurance about whether the annual accounts are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence 
about the amounts and disclosures in the annual accounts. The proce-
dures selected depend on the auditor’s judgment, including the assess-
ment of the risks of material misstatement of the annual accounts, 
whether due to fraud or error. In making those risk assessments, the 
auditor considers internal control relevant to the company’s prepara-
tion and fair presentation of the annual accounts in order to design 
audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the 
company’s internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness 
of accounting estimates made by the Board of Directors and the 
 President, as well as evaluating the overall presentation of the annual 
accounts. 

I believe that the audit evidence I have obtained is suffi cient and 
appropriate to provide a basis for my audit opinion.

Opinions

In my opinion, the annual accounts have been prepared in accordance 
with the Annual Accounts Act of Credit Institutions and Security 
Companies and present fairly, in all material respects, the fi nancial 
position of Länsförsäkringar Hypotek AB (publ) as of December 31, 
2012 and of its fi nancial performance and its cash fl ows for the year 

then ended in accordance with Annual Accounts Act of Credit Institu-
tions and Security Companies. A corporate governance statement has 
been prepared. The statutory Board of Directors’ Report and the cor-
porate governance statement are consistent with the other parts of the 
annual accounts. 

I therefore recommend that the annual meeting of shareholders 
adopt the income statement and balance sheet. 

Report on other legal and regulatory requirements

In addition to my audit of the annual accounts, I have examined 
the proposed appropriations of the company’s profi t or loss and 
the administration of the Board of Directors and the President of 
 Länsförsäkringar Hypotek AB (publ) for the year 2012.

Responsibilities of the Board of Directors 

and the President 

The Board of Directors is responsible for the proposal for appropria-
tions of the company’s profi t or loss, and the Board of Directors and 
the President are responsible for administration under the Companies 
Act and the Banking and Financing Business Act.

Auditor’s responsibility

My responsibility is to express an opinion with reasonable assurance 
on the proposed appropriations of the company’s profi t or loss and on 
the administration based on my audit. I conducted the audit in accord-
ance with generally accepted auditing standards in Sweden. 

As basis for my opinion on the Board of Directors’ proposed appro-
priations of the company’s profi t or loss, I examined whether the pro-
posal is in accordance with the Companies Act.

As basis for my opinion concerning discharge from liability, in 
addition to my audit of the annual accounts, I examined signifi cant 
decisions, actions taken and circumstances of the company in order to 
determine whether any member of the Board of Directors or the Presi-
dent is liable to the company. I also examined whether any member of 
the Board of Directors or the President has, in any other way, acted in 
contravention of the Companies Act, Banking and Financing Business 
Act, the Annual Accounts Act of Credit Institutions and Security 
Companies or the Articles of Association.

I believe that the audit evidence I have obtained is suffi cient 
and appropriate to provide a basis for my opinion.

Opinions

I recommend to the annual meeting of shareholders that the profi t be 
appropriated in accordance with the proposal in the statutory Board 
of Directors’ Report and that the members of the Board of Directors 
and President are discharged from liability for the fi nancial year.

Stockholm, February 14, 2013

Stefan Holmström
Authorised Public Accountant

To the Annual Meeting of the shareholders of Länsförsäkringar Hypotek AB (publ)

Corporate identity number 556244-1781

Audit Report
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Board of Directors, Management and auditor

Rikard Josefson

Born 1965. Board Chairman 

since June 2011. President 

of Länsförsäkringar Bank. 

Other Board appointments: 

Board Chairman of Wasa 

Kredit AB. Board member of 

Länsförsäkringar Fondför-

valtning, Fastighetsbyrån 

and the Livslust Foundation. 

Education: Bachelor’s Degree.  

Background: 25 years at SEB 

in various senior positions. 

Christer Malm

Born 1943. Board member 

since 2005. Other Board 

appointments: Board member 

World Wide Fund for Nature. 

Education: No academic 

education. Background: Ex-

ecutive Vice President Posten, 

President Postgirot, President 

SBAB and CEO HSB Sverige.

Stefan Holmström 

Authorised Public Accountant, 

KPMG AB.

Christian Bille

Born 1962. Board member 

since 2010. President Läns-

försäkringar Halland. Other 

Board appointments: Board 

member of Länsförsäkringar 

Bank. Education: Master of 

Science in Business and 

Economics. Background: 

President Sparbanken Syd, 

Operating Manager Swedbank.

Anders Borgcrantz

Born 1961. President. 

 Employed since 2003.

Education: Master of Science 

in Business and Economics.

Background: Executive Vice 

President FöreningsSpar-

banken, President SPINTAB 

and Regional Manager Fören-

ingsSparbanken.

Bengt Clemedtson

Born 1964. Board member 

since 2009. Head of Business 

Länsförsäkringar Bank. Other 

Board appointments: Board 

Chairman of AB Superb 

Produkt. Education: Master 

of Science in Business and 

Economics. Background: 

President Skandiabanken 

Bolån AB.

Martin Rydin

Born 1968. Executive Vice 

President and CFO. Employed 

since February 2012. 

Education: Master of Laws. 

Background: Head of Long 

term funding Swedbank.

Maria Jerhamre Engström

Born 1969. Board member 

since 2012. Head of Products 

and Processes Länsförsäkringar 

Bank. Other Board appoint-

ments: Board member Finansiell 

IDTeknik AB, BGC Bankgirot 

AB, Wasa Kredit AB. Education: 

University studies in law and 

psychology. Background: Head 

of Business and Head of Internet  

Bank Länsförsäkringar Bank.

BOARD OF DIRECTORS

MANAGEMENT

AUDITOR
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Defi nitions

Capital base 

Comprises the sum of Tier 1 and Tier 2 capital and the difference between 

expected losses and reserves established for probable loan losses.

Capital adequacy ratio 

Closing capital base in relation to the risk-weighted amount at year-end.

Capital ratio

Capital base in relation to capital requirements.

Core Tier 1 capital

Tier 1 capital less capital contributions and reserves that may be included in 

the capital base as Tier 1 capital in accordance with Chapter 3, Section 4 of 

the Capital Adequacy and Large Exposures Act.

Core Tier 1 ratio

Core Tier 1 capital in relation to the risk-weighted amount.

Cost/income ratio 

Total expenses in relation to total income. The cost/income ratio is calculated 

before and after loan losses.

Fixed-interest term 

The agreed period during which the interest rate on an asset or liability is fi xed. 

Investment margin 

Net interest in relation to average total assets. 

Impaired loan 

A loan receivable is considered impaired if a payment is more than 60 days 

past due or if the counterparty for other reasons cannot meet its undertaking. 

The loan recievable is considered impaired to the extent that its whole amount 

is not covered by collateral.

Loan losses, net

Confi rmed loan losses and reserves for loan losses less recoveries of receivables 

and net expense for the year for loan losses for guarantees and other contingent 

liabilities.

Loan losses in relation to lending

Net loan losses in relation to the carrying amount of loans to the public and 

to credit institutions. 

Percentage of impaired loans

Impaired loans in relation to the carrying amount of loans to the public and 

to credit institutions. 

Reserves in relation to loans

Reserves for impaired loans in relation to the total of loans to the public and 

loans to credit institutions.

Return on equity 

Operating profi t after standard tax as a percentage of average equity, adjusted 

for changes in the value of fi nancial assets that are recognised in equity. 

Return on total capital 

Operating profi t in relation to average total assets. 

Risk-weighted amount 

Total assets in the balance sheet and off-balance sheet commitments valued 

in accordance with the Capital Adequacy and Large Exposures Act. Volumes 

are weighted taking into account assessed risk so that they are included in the 

risk-weighted amount by 0%, 20%, 50% or 100%. 

Tier 1 capital 

Comprises equity, excluding fair value reserve and Tier 1 capital contributions, 

which following approval from the Swedish Financial Supervisory Authority may 

be included in Tier 1 capital. Deductions are made for intangible assets and 

deferred tax assets and the difference between expected losses and reserves 

established for probable loan losses. 

Tier 1 ratio 

Tier 1 capital at year-end in relation to the closing risk-weighted amount. 

Tier 2 capital 

Primarily comprises fi xed-term subordinated debt.

First quarter:
Interim report January–March  April 24, 2013

Second quarter:
Interim report April–June  July 19, 2013

Third quarter:
Interim report July–September  October 25, 2013

Financial calendar 2013
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Addresses

Länsförsäkringar Norrbotten

Box 937

SE-971 28 Luleå

Visit: Köpmantorget

Phone: +46 920-24 25 00

E-mail: info@LFnorrbotten.se

Länsförsäkringar Västerbotten

Box 153

SE-901 04 Umeå

Visit: Nygatan 19

Phone: 090-10 90 00

E-mail: info@LFvasterbotten.se

Länsförsäkringar Jämtland

Box 367

SE-831 25 Östersund

Visit: Prästgatan 18

Phone: +46 63-19 33 00

E-mail: info@lfz.se

Länsförsäkringar Västernorrland

Box 164

SE-871 24 Härnösand

Visit: Stora Torget 3

Phone: +46 611-36 53 00

E-mail: info@vn.lansforsakringar.se

Länsförsäkringar Gävleborg

Box 206

SE-801 03 Gävle

Visit: Slottstorget 3

Phone: +46 26-14 75 00

E-mail: info@lfgavleborg.se

Dalarnas Försäkringsbolag

Box 3

SE-791 21 Falun

Visit: Slaggatan 9

Phone: +46 23-930 00

E-mail: info@dalarnas.se

Länsförsäkringar Värmland

Box 367

SE-651 09 Karlstad

Visit: Köpmannagatan 2 A

Phone: +46 54-775 15 00

E-mail: info@LFvarmland.se

Länsförsäkringar Uppsala

Box 2147

SE-750 02 Uppsala

Visit: Svartbäcksgatan 44

Phone: +46 18-68 55 00

E-mail: info@uppsala.lansforsakringar.se

Länsförsäkringar Bergslagen

Box 1046

SE-721 26 Västerås

Visit: Stora Gatan 41

Phone: +46 21-19 01 00

E-mail: info@lfbergslagen.se

Länsförsäkringar Stockholm

SE-115 97 Stockholm

Visit: Tegeluddsvägen 21

Phone: +46 8-562 830 00

E-mail: info@sth.lansforsakringar.se

Länsförsäkringar Södermanland

Box 147

SE-611 24 Nyköping

Visit: V Storgatan 4

Phone: +46 155-48 40 00

E-mail: info@lfs.se

Länsförsäkringar Göteborg och Bohuslän

SE-404 84 Göteborg

Visit: Lilla Bommen 8

Phone: +46 31-63 80 00

E-mail: info@gbg.lansforsakringar.se

Länsförsäkringar Skaraborg

Box 600

SE-541 29 Skövde

Visit: Rådhusgatan 8

Phone: +46 500-77 70 00

E-mail: info@skaraborg.lansforsakringar.se

Länsförsäkringar Östgöta 

Box 400

SE-581 04 Linköping

Visit: Platensgatan 11

Phone: +46 13-29 00 00

E-mail: info@Lfostgota.se

Länsförsäkringar Älvsborg

Box 1107

SE-462 28 Vänersborg

Visit: Vallgatan 21

Phone: +46 521-27 30 00

E-mail: info@alvsborg.lansforsakringar.se

Länsförsäkringar Gotland

Box 1224

SE-621 23 Visby

Visit: Österväg 17

Phone: +46 498-28 18 50

E-mail: info@lfgotland.se

Länsförsäkringar Jönköping

Box 623

SE-551 18 Jönköping

Visit: Barnarpsgatan 22

Phone: +46 36-19 90 00

E-mail: info@lfj.se

Länsförsäkringar Halland

Box 518

SE-301 80 Halmstad

Visit: Strandgatan 10

Phone: +46 35-15 10 00

E-mail: info@LFhalland.se

Länsförsäkring Kronoberg

Box 1503

SE-351 15 Växjö

Visit: Kronobergsgatan 10

Phone: +46 470-72 00 00

E-mail: info@lfkronoberg.se

Länsförsäkringar Kalmar län

Box 748

SE-391 27 Kalmar

Visit: Norra Långgatan 17

Phone: +46 20-66 11 00

E-mail: info@LFkalmar.se

Länsförsäkringar Blekinge

Box 24

SE-374 21 Karlshamn

Visit: Kyrkogatan 21

Phone: +46 454-30 23 00

E-mail: info@lfblekinge.se

Länsförsäkringar Göinge-Kristianstad

Box 133

SE-291 22 Kristianstad

Visit: V Storgatan 49

Phone: +46 44-19 62 00

E-mail: info@goinge-kristianstad.se

Länsförsäkringar Skåne

Box 742

SE-251 07 Helsingborg

Visit: Södergatan 15

Phone: +46 42-633 80 00

E-mail: info.skane@lansforsakringar.se

JOINT COMPANIES

Länsförsäkringar AB

SE-106 50 Stockholm

Visit: Tegeluddsvägen 11–13

Phone: +46 8-588 400 00

E-mail: info@lansforsakringar.se

Länsförsäkringar Liv

SE-106 50 Stockholm

Visit: Tegeluddsvägen 11–13

Phone: +46 8-588 400 00

E-mail: info@lansforsakringar.se

Länsförsäkringar Fondliv

SE-106 50 Stockholm

Visit: Tegeluddsvägen 11–13

Phone: +46 8-588 400 00

E-mail: info@lansforsakringar.se

Länsförsäkringar Sak

SE-106 50 Stockholm

Visit: Tegeluddsvägen 11–13

Phone: +46 8-588 400 00

E-mail: info@lansforsakringar.se

Länsförsäkringar Bank

SE-106 50 Stockholm

Visit: Tegeluddsvägen 11–13

Phone: +46 8-588 416 00

E-mail: info@lansforsakringar.se

Länsförsäkringar Hypotek

SE-106 50 Stockholm

Visit: Tegeluddsvägen 11–13

Phone: +46 8-588 416 00

E-mail: info@lansforsakringar.se

Länsförsäkringar Fondförvaltning

SE-106 50 Stockholm

Visit: Tegeluddsvägen 11–13

Phone: +46 8-588 400 00

E-mail: info@lansforsakringar.se

Länsförsäkringar Fastighetsförmedling

Box 742

SE-251 07 Helsingborg

Visit: Södergatan 15

Phone: +46 42-633 98 10

E-mail: helsingborg@lansfast.se 

Länsförsäkringar Mäklarservice

Box 27120

SE-102 52 Stockholm

Visit: Tegeluddsvägen 21

Phone: +46 8-588 490 00

E-mail: 

info.maklarservice@lansforsakringar.se

Wasa Kredit 

Box 6740

SE-113 85 Stockholm

Visit: Tegeluddsvägen 21

Phone: +46 8-635 38 00

E-mail: info@wasakredit.se

Agria Djurförsäkring

Box 70306

SE-107 23 Stockholm

Visit: Tegeluddsvägen 11–13

Phone: +46 8-588 421 00

E-mail: info@agria.se

Humlegården Fastigheter

Box 5182

SE-102 44 Stockholm

Visit: Birger Jarlsgatan 25

Phone: +46 8-678 92 00

E-mail: info@humlegarden.se
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