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Lansforsakringar Bank

In brief

Lansforsakringar Bank is the fifth
largest retail bank in Sweden with a
business volume of SEK 314 billion
and 879,000 customers.
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Business volumes have grown on a broad front and at
an average of 11% over the past five years. Net interest
income has risen at an average of 14% per year over the
past five years.
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The number of customers has risen an average of 6%
per year over the past five years. The market position is
continuously strengthened.

Liansforsikringar Bank is one of the larg-
est banks in Sweden with a business vol-
ume of SEK 314 billion and 879,000 cus-
tomers. The strategy is based on the Lans-
forsékringar Alliance’s large customer
base, a strong brand and local presence
through the customer-owned regional
insurance companies. Banking services
are offered primarily to the 3.5 million
customers of the Lansforsakringar Alli-

ance. Customer contact takes place during
personal meetings at 130 of the regional
insurance companies’ branches through-
out Sweden and via digital services and
telephone. The aim is, based on low risk,
to continue to drive growth in volumes and
profitability, have the most satisfied cus-
tomers and increase the share of custom-
ers who have both banking and insurance
with Lansforsikringar. m

KEY FIGURES 2013 2012 2011 2010 2009
Return on equity, % 6.7 6.3 4.8 5.0 4.2
Return on total capital, % 0.31 0.30 0.24 0.24 0.22
Investment margin, % 1.06 1.11 1.07 0.93 0.96
Cost/income ratio before loan losses 0.63 0.66 0.71 0.72 0.76
Cost/income ratio after loan losses 0.69 0.70 0.75 0.75 0.80
Core Tier 1 ratio according to Basel I, % 14.7 13.1 11.5 11.1 11.6
Tier 1 ratio according to Basel II, % 14.7 13.7 12.1 11.8 12.5
Capital adequacy ratio according to Basel I, % 18.7 15.6 14.0 13.5 14.8
Core Tier 1 ratio according to Basel I11*, % 14.4 - - - -
Tier 1 ratio according to Basel I11*, % 14.4 - - - -
Capital adequacy ratio according to Basel I11*, % 19.1 - - - -
Percentage of impaired loans, % 0.23 0.19 0.17 0.17 0.21
Reserve ratio in relation to loans, % 0.25 0.21 0.21 0.24 0.30
Loan losses in relation to lending, % 0.08 0.06 0.04 0.03 0.04

* According to Lansforsakringar Bank’s current interpretation of the regulations.

2013 in brief

Operating profit rose 16% to

SEK 647 million (555) and the return
on equity was 6.7% (6.3).

Net interest income increased 8%

to SEK 2,230 million (2,071).

Loan losses remained very low and
amounted to SEK 126 million (91), cor-
responding to loan losses of 0.08%
(0.06).

Business volumes increased 11% to
SEK 314 billion (283).

Deposits rose 11% to SEK 69 billion
(62).

Lending increased 8% to SEK 162
billion (150).

On December 31, 2013, the Core Tier 1
ratio according to Basel Il amounted to
14.7% and the Core Tier 1 ratio accord-
ing to Basel III* amounted to 14.4%.

The number of customers increased 4% to
879,000, the number of bank cards rose
12% to 388,000 and the number of deposit
accounts increased 10% to 1,292,000.

* According to Lansférsakringar bank’s current interpretation
of the regulations.




Customer-owned regional
Insurance companies with
local presence

Lénsforsdkringar consists of 23 local and

customer-owned regional insurance com-
panies and the jointly owned Lénsfor-
sakringar AB, which is the bank’s Parent
Company. The regional insurance compa-
nies are owned by the insurance custom-
ers, and the principles of customer owner-
ship also apply to the banking operations.
Customers 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 business devel-
opment create substantial 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 Lansforsdkringar’s primary
task. The Lansforsdkringar Alliance has
more than 3.5 million customers and
approximately 5,900 employees. ®

3.5 million customers

23 local regional insurance companies

Lansforsakringar AB

Lansforsakringar
Bank AB

Lansfoérsakringar Sak
Foérsakrings AB

Wasa Kredit AB

Lansforsakringar Hypotek AB

Lansforsakringar Fondférvaltning AB

Lansforsakringar
Fondliv Férsakrings AB

Lansforsakringar Liv
Forsakrings AB
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We are the bank
close to customers

LU M RLIRINIDILNE | snsforsakringar Bank is performing strongly

based on local business operations. All of our operations are based on cus-
tomer value and we thus take into account the unique situation of each indi-

vidual customer.

Local customer experience
The Lansforsakringar Alliance consists of
the regional insurance companies, which

are owned by the insurance customers, and
the jointly owned Lénsforsakringar AB,
which is the bank’s Parent Company. This
means that the principles of customer own-
ership also apply to the banking operations.

Lénsforsiakringar Bank is experiencing
strong growth due to the independent,
locally customer-owned regional insurance
companies with their basis in the local busi-
ness operations. We can be local, close to
the customers and the market, and are at the
forefront in terms of digital customer meet-
ings.
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All of these elements are summarised in the
“Come closer” brand concept that Léns-

forsdkringar launched during the year. Sim-
ply put, we are the bank close to customers.

Holistic approach to customers

One of the foundations for having a stable
bank sector in Sweden is that we have
robust households. The subject of an amor-
tisation culture was a topic of debate during
the year. Amortisations are important for
maintaining healthy and stable household
finances and we view it as part of our advi-
sory services. A holistic approach to sav-
ings and amortisations is a need both
among advisors and in public debate, and
Léansforsakringar takes into account the
unique situation of each customer. All of
our operations is based on customer value
and we want to contribute to our customers’
secure private finances.

Attractive offering that simplifies

We have a strong performance in all of our
product areas and we are one of the leaders
in digital services. Use of the bank’s mobile
app increases significantly and many cus-
tomers now do most of their banking via
the app.

In January 2014, we won the Web Ser-
vice Award for best mobile app for the sec-
ond consecutive year, and in December
2013, Lansforsdkringar Bank’s mobile app
received a fantastic review in the Swedish

magazine Mobil. Such praise is a confirma-
tion that we are at the forefront and that our
priorities are set based on the customer,
which is a success factor and vital to suc-
ceeding in the development of digital cus-
tomer meetings. | am proud that we are
winning awards and being ranked so highly,
but the most important jury is our custom-
ers.

According to Mobil, Lansforsékringar
had the best development in this year’s test
of' bank mobile apps. The reason for win-
ning the award of best mobile app was that
Lansforsakringar’s app is a clear app with a
simple design easy to use.

The Swish service was launched in the
payment area at the start of the year. Swish
is a secure and simple payment solution via
mobile device that has been highly success-
ful since it simplifies everyday payments
between private individuals.

Responsible investments

Sustainability and responsible investments
are of major importance to us today and in
the future from both a customer perspective
and a national economic perspective.
Accordingly, it is pleasing that through
Lansforsikringar Fondforvaltning we
signed the United Nations Principles for
Responsible Investment (PRI) in November
2013. We will continue our work on setting
higher standards and enhancing transpar-
ency regarding responsible investments.

Stable banks

The financial turbulence of recent years has
resulted in a series of new rules for banks.
The purpose of all of these rules is highly
valid since they provide additional stability,
transparency and increase consumer protec-
tion. For example, capitalisation rules and
the EU Crisis Management Directive entail



new rules that we need to comply with.
However, many of the regulatory changes
are taking place at the same time, which
makes it difficult to obtain an overview of
the long-term effects on the national econ-
omy.

The bank has a high level of prepared-
ness for all of these changes and is well
equipped for the future. We will continue to
maintain high credit quality in the loan
portfolio, favourable capitalisation and a
strong liquidity situation.

Quality and service for customers
One of the challenges for the Lans-
forsakringar’s banking operations is to
increase customer satisfaction even higher.
Today we have the highest customer satis-
faction among the larger banks — but we are
not satisfied with that. We want to have the
highest customer satisfaction of all Swedish
banks. Our customers appreciate our ser-
vice, information and advisory services.
Expectations of us are increasing and, natu-
rally, we need to act by becoming even better.
We will continue to have a profitable
growth and develop what we believe in —
being close to our customers, both in per-
sonal meetings and in our digital services.
In this way, we will — every day — be the best
bank that deserves the trust from the most
satisfied customers in the market.

Stockholm, February 2014

RIKARD JOSEFSON

President
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Fifth largest

Swedish

retail bank

STRATEGY AND FINANCIAL POSITION FIETNS:

orsakringar Bank is one of

Sweden’s largest banks and has favourable growth and very satisfied
retail customers. The banking operations are conducted only in Sweden
and business volumes have grown on a broad front in all areas.

Strategy and goals
Lénsforsdkringar Bank was founded in
1996 and is the fifth largest retail bank in
Sweden with a business volume of SEK
314 billion. The banking operations are
conducted only in Sweden and business vol-
umes have grown on a broad front in all areas.
The strategy is to offer banking services
to the Lansforsdkringar Alliance’s custom-
ers and leverage Lansforsdkringar’s strong
brand and local presence through the cus-
tomer-owned regional insurance compa-
nies. Lansforsakringar has great potential to
offer banking services to the 3.5 million
customers of the Lansforsdkringar Alliance
based on its already strong customer rela-
tionships. The main target groups are the
2.9 million retail customers, of which 1.8
million are home-insurance and agricul-
tural customers and small businesses.

Business volumes and return on equity
SEK billi %
50 1ion 7

2009 2010 2011 2012 2013

@ Agricultural loans
@ Other loans
@ Return on equity, %

Mutual funds
Deposits
Mortgages

The bank reports healthy growth in volumes and
profitability.
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The aim is, based on low risk, to continue to
have growth in volumes and profitability,
have the most satisfied customers and
increase the share of customers who have both
banking and insurance with Lénsforsakringar.
For eight of the past ten years, Lans-
forsikringar Bank has had Sweden’s most
satisfied retail customers and has more sat-
isfied customers than its four main competi-
tors, the major banks, according to the 2013
Swedish Quality Index. With a comprehen-
sive banking and insurance offering at Lans-
forsakringar, customers receive a secure
commitment for their private finances.

Customer ownership

The Liansforsdkringar Alliance consists of
23 local, customer-owned regional insur-
ance companies and the jointly owned
Lansforsakringar AB, which is the bank’s

Customers and percentage of primary
bank customers who have insurance
with Lansforsakringar

LoooThousaNds | g
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@ Percentage of primary bank customers
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with Lansforséakringar, %

The strategy is to offer banking services primarily to
the Lansforsékringar Alliance’s 3.5 million customers.

Parent Company. The insurance customers
own the regional insurance companies,
which means that the principles of cus-
tomer ownership also apply to the banking
operations. Security for customers is inher-
ent in Lansforsdkringar’s mission that dates
back 200 years.

The bank has low risk tolerance, which
provides a stable performance over time.
Lending is characterised by low risk and the
in-depth, local customer and market knowl-
edge of the regional insurance companies,
combined with the conservative view of
risk, generates growth with high credit
quality.

Customer meetings and

local market knowledge

The regional insurance companies are
responsible for customer contact. Business
decisions are made locally and the regional
insurance companies’ commitment and net-
work provide broad and in-depth customer
and market knowledge. The banking opera-
tions’ network consits 130 branches of the
regional insurance companies. Personal
customer meetings are a high priority at
Lénsforsikringar since they create trust and
long-term relationships.

Mobile app and Internetbank simplify
Digital services make it convenient and
easy for customers to do their banking.
Lansforsdkringar Bank’s award-winning
mobile app now has more logins than the
Internet bank and the number of business
transactions performed in both of these
channels is increasing. The bank’s goal is to
be among the leaders of digital services.

Customer satisfaction, retail banking

Source: Swedish Quality Index

Lansforsakringar has very satisfied bank customers
according to the Swedish Quality Index.



} Customer-driven and

effective business model
Lansforsdkringar Bank supports the
regional insurance companies in their advi-
sory services and sales. Product develop-
ment takes place in close cooperation
between the regional insurance companies
and Lansforsdkringar Bank. This coopera-
tion features continuous efficiency enhance-
ments to implement improvements that lead
to improved advisory services to customers,
more efficient processes and lower costs.

A strong brand

The bank’s successful growth and position
in the market is largely based on Lins-
forsakringar’s strong brand, local presence
and customer ownership.

Lansforsikringar has the highest reputa-
tion among banking and insurance compa-
nies, according to Nordic Brand’s brand rank-
ing and the Reputability Barometer for 2013.

FACTS IN BRIEF
@ Business volumes: SEK 314
billion

@ Number of customers:
879,000

@ Number of branches offering
banking services: 130

@ Percentage of primary bank
customers who are also retail
mortgage customers: 94%

@ Number of advisors and
employees in the banking opera-
tions: 780

Source: Swedish Quality Index

Lansforsakringar has very satisfied retail mortgage
customers according to the Swedish Quality Index.

Slow global
economic

recovery

AL B EI DU DRSSl Several of the world’s larger

economies implemented significant austerity measures. Monetary
policies remained highly expansive, which contributed to a slight
improvement in growth in 2013 compared with 2012.

Weak global growth

In 2013, several of the large economies in
the world implemented significant auster-
ity measures, particularly eurozone coun-
tries and the US, which kept demand
down and emerging markets experienced
an economic downturn. However, mone-
tary policy remained highly expansive,
which contributed to a slight improvement
in growth and the value of most classes of
asset rose pending both the future recov-
ery of the real economy and a favourable
liquidity situation.

The stock markets experienced major
fluctuations during the year. Performance
was affected by the highly expansive mon-
etary policies of several central banks,
while economic trends remained weak.
Global growth was hampered by debt
reduction in both the public sector and

GDP growth
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The Swedish economy displayed a weaker perfor-
mance during the year.

among households. Several countries pur-
sued an austere fiscal policy, while private
consumption was held back by high sav-
ings. The purchase of government and
mortgage bonds by the Federal Reserve
continued to impact the market.

Interest-rate trends

Bond rates were low at the start of the year
and subsequently rose gradually, in line
with, for example, expectations that the
Federal Reserve would reduce its bond-
buying stimulus. At the end 0f 2013, the
Federal Reserve announced that it planned
to reduce its bond buying from January
2014. Improved economic indicators from
the US, and also from Europe, lent sup-
port to rising interest rates. However,
short-term market interest rates remained
low as a result of low key interest rates and

Government debt

% of GDP
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@ Sweden Germany
Norway us Source: OECD

Swedish government debt is relatively low compa-
red internationally.
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} also promises from central banks that

monetary policy will be kept expansive
for a long period of time.

Leading global stock markets posted a
strong performance during the year. The
Swedish stock market also displayed a
strong trend, while the performance of the

stock markets in emerging economies was

considerably weaker and more volatile.
The difference between government bond
rates and the interest rate for mortgage
bonds and other loans declined during the
year.

Sweden
The Swedish economy performed weakly
during the year and unemployment
remained relatively high. However, there
are signs that the labour market is per-
forming positively with rising employ-
ment.

The Riksbank lowered its key interest
rate again to 0.75% due to the very low

inflation. Accordingly, Swedish monetary
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policy is highly expansive. Sweden’s gov-
ernment finances remained excellent.

Housing market

Swedish housing prices continued to rise,
primarily due to the strong price trend in
tenant-owned apartments in metropolitan
areas, except for Malmo. Prices of single-
family homes were generally at the same
level as three years ago, according to Val-
ueguard’s HOX Index. The range of both
single-family homes and tenant-owned
apartments was unusually low during the
year, which is partly the reason for the
strong price trend. The continued expan-
sive Swedish monetary policy with low
interest rates also resulted in falling mort-
gage rates, which in the past has been a
key factor in the housing price trend.
Loans to Swedish households increased
5% during the year, which represents sig-
nificantly lower growth than in recent
years.

Government bond rates

@ Sweden Norway
Denmark Germany
B Finland us Source: Macrobond

The financial market has a positive view of Sweden,
which is particularly shown in Swedish five-year
government bond rates.

Housing-price trends
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Swedish housing prices increased in 2013, which
was largely due to rising prices of tenant-owned
apartments.

Housing construction
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Sweden has a huge shortage of housing that will
take many years to overcome, caused by low hou-
sing investments for nearly 20 years.

Household savings

16 % of disposable income
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@ Sweden @ Finland
Denmark Norway  Source: Macrobond

Swedish households’ savings are high in relation to
their disposable incomes.



Attractive

offering

m Lansforsakringar Bank offers a total offering to
private individuals, agricultural customers and small businesses.

Savings provide security

The bank is growing broadly in the savings
area and offers a range of different products.
These products include fund savings in var-
ious funds, Investment Savings Accounts
(ISK) that simplify savings in shares, funds
and other types of securities, equities sav-
ings, equity-linked bonds and various
deposit products.

The advisory services strive to ensure that
customers have balanced private finances in
which savings and repayments comprise a
key element.

The largest portion of the bank’s depos-
its, totalling a market share of 4.5%, com-
prises household deposits and has risen sta-
bly in recent years. The bank’s percentage
of market growth in household deposits was
8% 1in 2013.

Fund and securities savings

Lansforsdkringar has a market share of
3.9% of the fund market and the fund offer-

Market shares of deposits in retail market

® Lansforsakringar 4.5%
@ Swedbank 21.0%
Handelsbanken 17.8%
Nordea 15.8%
- SEB 11.9%
® Danske Bank 2.6%
- @ Skandiabanken 2.4%
Other 24.0%

The market position in retail deposits strengthened from
4.3% to 4.5% during the year.

Source: Statistics Sweden

ing includes some 80 funds, of which more
than 30 are under Lansforsakringar’s own
brand. The average return for funds during
the year amounted to 17%. Valuations are
carried out continuously to further enhance
the attractiveness of the funds.

Lansforsakringar is to be a leader while
maintaining high quality in sustainable
investments and Lansforsékringar Fondfor-
valtning has several partnerships for consis-
tently working on these issues. For more
information about this, see the section on
Environmental work and sustainable invest-
ments on page 14.

Trading in equities and other securities is
growing steadily among customers and the
number of deposits rose during the year.
Structured products are also offered, such as
equity-linked bonds. The Investment Sav-
ings Account (ISK) displayed healthy
growth during the year, as did Individual
Pension Savings (IPS).

Market shares of fund volumes

® Lansforsakringar 3.9%
® Robur 27.1%
SEB 14.1%
Nordea 12.4%
Handelsbanken 11.4%
@ AMF pension 3.9%
@ SPP Fonder 3.9%
Other 23.3%

.

Lansforsakringar holds a 3.9% market share of Swedish
fund volumes.

Source: Moneymate

Lending

The bank continues to have favourable
growth in lending and loans are granted at
low risk. The market share for household
lending amounted to 5.0%.

The largest product is retail mortgages,
which comprises 71% of the loan portfolio.
Retail mortgages are mostly granted by
Lénsforsiakringar Hypotek, which offers
mortgages up to 75% of the market value
on the granting date, and other mortgages
are offered by Lansforsakringar Bank. The
bank also offers loans to tenant-owners’
associations and to multi-family housing.

Lénsforsakringar is the fourth largest
provider of agricultural loans in Sweden.
The bank’s agricultural loans are primarily
targeted to family-owned agricultural oper-
ations that are insurance customers with
Lansforsakringar. The percentage of agri-
cultural customers that have both banking
and insurance with Lansforsikringar was
97% at year-end. On average, agricultural
lending has small commitments and the
percentage of first-lien mortgages
amounted to 89%. Prior to 2008, first-lien
mortgages in agricultural lending were
offered in collaboration with another pro-
vider. Lansforsdkringar has subsequently
offered first-lien mortgages. The rate of
growth in agricultural lending slowed dur-
ing the year.

Wasa Kredit offers leasing, hire purchase
and unsecured loans and the growth in lend-
ing for the year was favourable in a fiercely
competitive market.

Savings in funds and structured products

Numbers, thousands

2010 2011 2012 2013

@ Number of customers with
monthly fund savings

Number of IPS accounts
Number of ISK accounts

Such savings products as Investment Savings
Accounts (ISK), Individual Pension Savings (IPS)
and monthly fund savings performed well.
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} Small-business offering

The offering to small businesses performed
well, particularly due to robust growth in
deposits. Deposits from small businesses
rose 15% to SEK 8.6 billion during the year
and loans to small businesses increased 6%
to SEK 1.7 billion.

Bank cards and payments
The number of bank cards increased 12% to
388,000 and the card business displayed a

Market shares of household lending

@ Lansforsakringar 4.9%
Swedbank 24.8%
Handelsbanken 21.9%
SEB 14.5%

Nordea 13.7%
® SBAB6.1%

® Other 19.0%

The market position in household and retail mort-
gages strengthened from 4.9% to 5.0% during the

year. Source: Statistics Sweden
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healthy trend during the year. The number
of payment transactions increased 16% to
24 million and the number of in-store bank
card transactions rose 22% to 15 million.
Income from payment mediation continued
to increase during the year.

The Swish service performed well during
the year. Lansforsdkringar Bank, which is
one of the drivers of the Swish partnership,
owns 10% of the company that manages and
develops the service.

Bank cards and payment transactions

Cards, thousands  Transactions, millions
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B Cards, thousands
Payment transactions

The number of bank cards and in-store transac-
tions is steadily increasing.

FACTS IN BRIEF

® Deposits from the public:
SEK 69 billion, growth 11%

@ Loans to the public: SEK 162
billion, growth 8%

@ Retail mortgages in the
Group: SEK 115 billion,
growth 8%

® Agricultural loans: SEK 21
billion, growth 7%

® Fund volumes: SEK 83 bil-
lion, growth 18%

® Number of bank cards:
388,000, growth 12%

Attractive offering to young people

The bank’s offering to young people is
highly competitive and one of the best in the
Swedish market. The card and payment ser-
vice offered to young people from the age of
16, comprising a young person’s account
including a bank card, Internet and telephone
banking and digital services — performed
well during the year.

Mobile app logins per month

Mill
5 illion

2011 2012 2013

Use of the bank’s mobile app increased significantly
and many customers now do most of their banking via
the app.



Loan portfolio

with high

credit quality

All loans are granted in Sweden, in SEK
and have a well-diversified geographic distribution. Loan origination is

primarily directed towards retail mortgages for private individuals and
small-scale family-owned agricultural operations with a low risk level.

Credit process

All loans are granted in Sweden, in SEK and
have a well-diversified geographic distribu-
tion. Loan origination is primarily directed
towards retail mortgages for private individ-
uals and small-scale family-owned agricul-
tural operations with a low risk level. Loan
are granted based on standardised and strin-
gent credit regulations, and the credit scor-
ing process has integrated system support.
In the business model between Lans-
forsakringar Bank and the regional insur-
ance companies, there is a strong incentive
to maintain excellent credit quality.

The system support for credit regulations
and loan origination, combined with the
local customer and market knowledge of the
advisors, provides favourable conditions for
consistent loan origination and a loan port-
folio that maintains high credit quality. The
credit regulations impose strict require-
ments on customers’ repayment 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 bor-
rowers’ repayment capacity are continu-
ously monitored and reviewed. The bank has
amortisation requirements on second-lien
mortgages and advises customers to amor-
tise on their first-lien mortgages.

Mortgages for private individuals
Retail mortgages for private individuals’
housing comprises 71% of the loan portfo-

lio. First-lien mortgages with loan-to-value
ratios of up to 75% of the market value
account for 92% of retail mortgages. A total
of 79% of the collateral for retail mortgages
comprises single-family homes and 21%
tenant-owned apartments. The average loan
for each borrower is low at SEK 1 million
per borrower and 72% of borrowers have a
loan commitment of up to SEK 2 million.
The weighted average LTV is 67%. Market-
value analyses of the collateral in retail
mortgages are performed continuously and
a market-value update is performed at least
once per year for all single-family homes
and tenant-owned apartments.

Loans, product distribution

‘ Mortgages 71%

Agricultural 13%
@ Unsecured loans 4%
Leasing 4%
Hire purchase 3.5%
@ Multi-family housing 3%
® Industrial and office
properties 0,5%
® Other 1%

The loan portfolio primarily comprises retail mortgages
and agricultural loans.

First-lien mortgages for multi-family hous-
ing primarily to tenant-owners’ associations
amounted to slightly less than 3.5% of the
loan portfolio.

First-lien mortgages to

agricultural operations

A total of 89% of loans to the agricultural
segment, which accounts for 13% of the
loan portfolio, comprises first-lien mort-
gages. Other agricultural loans pertain to
second-lien mortgages and operating cred-
its. Family-owned agricultural operations
account for 95% of agricultural lending.
The average commitment for each borrower
is low at SEK 1.8 million per borrower.
Lénsforsdkringar’s growth in agricultural
loans slowed slightly during the year.

Leasing, hire purchase

and unsecured loans

Leasing, hire purchase and unsecured loan
products account for 11.5% of the Group’s
loan portfolio. Leasing and hire purchase
are offered by Wasa Kredit and unsecured
loans are offered by both Wasa Kredit and
the bank.

Loans to small businesses

Loans to small businesses amounted to
SEK 1.7 billion at year-end, with SEK 0.9
billion pertaining to industrial and office
properties and SEK 0.8 billion to operating
credits to small businesses. The business is
continuing to be developed and the growth
in volumes is taking place while maintain-
ing low risk.

Mortgages, distribution of commitments

SEK <0.5 M 9%
SEK 0.5-1 M 22%
® SEK1-2M 41%
SEK 2-3 M 19%
SEK >3 M 9%

The average mortgage commitment amounts to SEK 1.0
million and 72% of mortgages have a commitment of up
to SEK 2 million.
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Impairment and impaired loans
The high credit quality of the loan portfolio
is a result of loan origination being based
on a low risk tolerance. Lansforsakringar
has a conservative model for impairment
and impairment remains at a very low level.
Impaired loans, gross, amounted to SEK
393 million, corresponding to a percentage
of impaired loans gross in relation to loans
0f0.23% at year-end. Impairment
amounted to SEK 422 million and the
reserve ratio in relation to loans amounted
t0 0.25%. Loan losses remained low and
amounted to SEK 126 million. The loan
loss level is low and amounted to 0.08%.
For more information concerning credit
risks and credit quality, see note 3 Risks and
capital adequacy on page 39. For more infor-
mation concerning loans, impaired loans and
impairment of loan receivables, see note 2
Accounting policies on pages 35-37.

Agricultural loans, distribution
of commitments

< SEK 1 M 60%
SEK 1-3 M 26%
® SEK 3-8 M 10%
SEK 8-15 M 3%
SEK 15-30 1%

The average agricultural commitment is SEK 1.8 million
per counterparty and 86% of agricultural lending has a
commitment per counterparty of up to SEK 3 million.
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Loans, product distribution

First-lien retail mortgages

First-lien agricultural loans

Second-lien retail mortgages

Unsecured retail loans

Leasing

First-lien mortgages for multi-family housing
Hire purchase

Other agricultural loans

Industrial and office properties

Other bank loans
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Nearly 88% of the loan portfolio comprises first-lien mortgages for private housing, agriculture, multi-family

housing and industrial and office properties.

Agricultural loans, product distribution

First-lien
mortgages 89%
Second-lien
mortgages 8%

@ Operating credits3%

A total of 89% of agricultural loans are first-lien mort-
gages and the percentage of first-lien mortgages has
increased steadily since 2008.

Loans, impaired loans and loan losses
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Loans, SEK billion
B Loan losses, %
W Percentage of impaired loans, %

The bank’s loan portolfio has a high level of credit
quality. Impaired loans and loan losses remain low.



Strong
liquidity

ICLDILCELDII DDA The Group’s main financing sources comprise

deposits and funding with Lansforsakringar 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 Group has a sufficiently
strong liquidity position to manage turbu-
lent periods in capital markets, when access
to funding is limited or even impossible.
The bank’s liquidity risk is controlled and
limited on the basis of a survival horizon,
meaning how long all known cash flows can
be met without access to capital-market
financing.

Financing sources

The Group’s main financing sources con-
sists of deposits and funding with Lans-
forsékringar Hypotek’s covered bonds,
which have the highest credit rating, Aaa/
Stable from Moody’s, and AAA/Stable
from Standard & Poor’s.

Financing sources

m

® Covered bonds 48%
@ Deposits 34%
Senior unsecured
bonds 11%
Equity 4%
@ Commercial papers1%
® Due to credit
institutions 1%
Subordinated debt 1%

The largest source of financing in the Group is covered
bonds, representing 48%.

The composition of financing is a natural
result of the Group’s business model as a
retail bank with large mortgage lending
operations. Long-term senior funding and
short-term commercial paper funding takes
place in Lansforsdkringar Bank. The bank
endeavours to maintain a sound balance of
covered and senior funding and all capital
market funding is conducted under a num-
ber of funding programmes.

The single most important source of
financing is the Swedish covered bond mar-
ket, where Léansforsdkringar Hypotek has a
number of outstanding liquid benchmark
bonds. At year-end, Lansforsdkringar
Hypotek had six outstanding benchmark
loans with maturities until 2020.

The Swedish covered bond market is one
of Europe’s largest and most liquid, which

Funding by programme

® Swedish covered
Benchmark 52%

® EMTCN 24%
MTN 16%
MTCN 4%

@ EMTN 2%

DCP 1%

Programme funding primarily takes place with Swedish
benchmark bonds, representing 52%.

secures excellent access to long-term
financing.

Diversification

Since all assets in the balance sheet are in
SEK, the Group has no structural need for
financing in foreign currency. However, the
bank has chosen to conduct a certain por-
tion of its capital market funding in interna-
tional markets in an effort to diversify and
broaden the investor base. In recent years,
funding has taken place through issuance of
Euro Benchmark Covered Bonds, which
has increased funding diversification and
strengthened the brand in both the Swedish
and European markets. In addition, diversi-
fication takes place through issuances of
bonds in primarily NOK and CHFE.

Refinancing and liquidity
risk management
The bank works pro-actively with its out-
standing liabilities by repurchasing bonds
with short remaining terms against issuance
of long-term liabilities as a means of man-
aging and minimising the liquidity and refi-
nancing risk.

The market risks that arise in the lending
and funding operations are managed
through derivative instruments.

Deposits

The share of deposits in the Group’s total
financing continued to increase during the
year, amounting to 34% on December 31,
2013. The Group’s position in the deposits
market was strengthened as a result of the

Funding by currency

® SEK 73%
® EUR21%
CHF 4%
NOK 2%

Programme funding primarily takes place in the
Swedish market and in SEK.
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bank’s robust growth in volume and cus-

tomers. This trend demonstrates that depos-
its increased more as a percentage than
loans during the year.

Funding operations

The Group had highly favourable access to
funding in both the Swedish and interna-
tional markets during the year. During the
year, the bank increased the percentage of
senior funding while the percentage of cov-
ered funding declined. In addition, the
bank’s issue volumes in 2013 had a longer
average maturity than maturities in recent
years. Covered bonds were issued at a vol-
ume corresponding to a nominal amount of

SEK 22.7 billion and issuances of EUR,
CHF and NOK were also launched. During
the year, Lansforsiakringar Bank issued
senior unsecured bonds for a nominal
amount of SEK 11.4 billion in the curren-
cies of SEK, EUR and NOK.

In 2013, Lansforsakringar Hypotek
issued three new covered domestic bench-
mark loans. The outstanding volume of
commercial papers was stable and at year-
end, the outstanding volume of the Swedish
commercial paper programme amounted to
anominal SEK 3.1 billion and to a corre-
sponding nominal amount of SEK 1.9 bil-
lion in the international Euro-Commercial
Paper Programme (ECP).

FUNDING PROGRAMMES, LANSFORSAKRINGAR BANK GROUP

Maturity structure

30

25..
20--
15--

SEK billion

5..
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2014 2015 2016 2017 2018 2019 2020

@ Covered funding
@ Senior funding
Commercial papers

Liquidity reserve

@ Swedish covered
bonds AAA/Aaa 76%

@ Other Swedish
bonds AAA/Aaa 11%

Swedish government bonds 8%

Finnish government bonds

in euro and dollar and German
bonds guaranteed by the
government 4%

Deposits with Swedish
National Debt Office 1%,

The liquidity reserve is invested in securities with very
high credit quality.

Limit, Issued in Issued in (o] di (o] di Remaining average term,
Programme SEK billion, Nominal Nominal 2013 2012 Dec 31, 2013 Dec 31, 2012 Dec 31, 2013, years
Benchmark (Hypotek) Unlimited 17.0 22.7 64.2 58.8 3.1
MTCN (Hypotek) SEK 30 billion - 3.3 4.9 8.7 1.4
EMTCN (Hypotek) EUR 5 billion 6.5 2.5 30.1 23.8 2.7
Total covered bonds 23.5 28.5 99.2 91.3 2.9
MTN (Bank) SEK 30 billion 8.1 11.4 19.8 18.2 1.3
EMTN (Bank) EUR 2 billion 2.7 - 2.7 - 3.4
Total senior unsecured bonds 10.8 11.4 225 18.2 1.6
DCP (Bank) SEK 15 billion - - 1.8 3.1 0.2
ECP (Bank) EUR 1.5 billion - - 0.2 1.9 0.0
Total commercial papers - - 2.0 5.0 0.2
Total Group 44.3 39.9 12357 1145 2.6
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Liquidity

The bank’s management of liquidity and
financing is characterised by effective long-
term planning and a high level of control. A
satisfactory liquidity reserve is in place to
ensure that sufficient liquidity is always
available. The management and investment
of the liquidity reserve are conservative and
take place within the limits established by
the Board in the Financial Policy.

The liquidity reserve totalled SEK 45.9
billion at December 31, 2013, according to
the Swedish Bankers’ Association’s defini-
tion. The liquidity reserve is invested in
securities with very high credit quality, of
which 76% comprises Swedish covered
bonds, 11% other Swedish bonds with a
credit rating of AAA/Aaa, 8% Swedish
government bonds, 4% Finnish government
bonds in EUR and USD and German bonds
guaranteed by the government and 1%
deposits with the Swedish National Debt
Office. The average Liquidity Coverage
Ratio (LCR) amounted to 230% on Decem-
ber 31, 2013 and amounted to an average of
253% during the fourth quarter of 2013.
The LCR in EUR amounted to 1,847% on
December 31, 2013.

Rating
Lénsforsakringar Bank’s long-term credit
rating is A/Stable from Standard & Poor’s
and A3/Stable from Moody’s. The short-
term credit rating is A—1 from Standard &
Poor’s and P-2 from Moody’s.
Lénsforsakringar Hypotek’s covered
bonds have an unchanged highest rating of
Aaa/Stable from Moody’s and AAA/Stable
from Standard & Poor’s. Lansforsakringar
Hypotek is thus one of four issuers in the
Swedish market for covered bonds with the
highest rating from both Standard & Poor’s
and Moody'’s.

Clear

leadership

A new leader profile was launched in 2013 that focuses on
development, change work and employee performance management.

Employees in 2013

In 2013, the Group had an average of 369
employees, of whom women numbered
176 with an average age of 42 and men
numbered 193 with an average age of 43.
The bank had 55 employees in manage-
ment positions. In addition to the employ-
ees of the Group, there were 780 bank
advisors and bank employees in the 23 the
regional insurance companies.

Leadership from many perspectives
Based on company values, a new leader
profile was launched in 2013 that describes
expectations for managers. The values of
the leader profile are expressed in the
forms of attitudes and behaviours in five
areas: lead development, lead change,
lead employees, lead the business and
lead oneself. A leader profile also ensures
that managers with the right skills are
recruited, developed and promoted. Dur-
ing the year, all managers had their leader-
ship evaluated to create clarity in the
requirements and expectations of leader-
ship, strengthens and development areas.
The results also form the basis of career
planning. The work on introducing the
leader profile into the operations will con-
tinue in 2014.

Employees with individual
responsibility for development

At Lansforsikringar, employeeship means
that employees assume individual respon-
sibility for their own development based
on performance management. Develop-
ment involves skills, health, improve-
ments to the operations and cost aware-
ness. The basis for employee performance
and development, in both the short and

long term, is the business plan and corpo-
rate culture. Employees’ responsibility for
their own development was refined in per-
formance management during the year
and the scope is to improve the develop-
ment opportunities and commitment. An
employee profile will be developed in
2014 to further clarify and link employee-
ship with the leader profile.

A more employee-based change pro-
cess started to be introduced during the
year when Lean was launched and will
continue to be implemented in 2014. With
the introduction of Lean, there are higher
expectations on employee contributions to
change work and efficiency enhancements
of'the operations.

This year’s employee survey addressed
such areas as commitment, leadership,
working group, management and
employer attractiveness. The results are
relatively high compared with the bench-
mark in the index for Swedish companies.

Equality

Part of equality efforts is to establish a
more even gender distribution among
managers at all levels. The current distri-
bution is 76% men and 24% women. The
target figure for 2015 is 50% men and
50% women at all management levels. An
even distribution of applications for
vacant managerial positions is a prerequi-
site for achieving this target and in the
most recent survey period the figures were
49% women and 51% men. Equal salary
levels is a component of equality efforts
and the salary levels for women and men
at all executive positions were surveyed
during the year. An important part of
equality is how women and men perceive
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equality in the workplace. The target for
2014 is that 80% of women believe that
the bank is an equal opportunity work-
place compared with 70% in 2013.

Health and working environment
Maintaining a positive health and work-
ing environment is essential for improv-
ing performance. The basic outlook is that
physical activity at work increases effi-
ciency and improves social cohesion, and
that investing in health is an important
part of Lansforsakringar being an attrac-
tive employer. It also helps to reduce sick
leave. Generous preventive health care
benefits are offered and employees can
take exercise during working hours. Lans-
forsékringar’s own fitness facility
includes a gym, workout classes and
health-inspiring preventive health care
activities.

All employees have health care insur-
ance that provides fast access to special-
ised care. Medical advice and follow-ups
are provided through the sickness report-
ing service and managers can receive pro-
fessional advice regarding rehabilitation
for employees, if required.

Awards as an attractive employer
Lansforsdkringar has a strong employer
brand in the recruitment market and uni-
versity graduates rank Lansforsékringar
as one of the leaders in the category of
“Ideal Employer” in Universum’s Career
Barometer survey. Lansforsékringar Bank
came in fifth in the Corporate Barometer
survey.

Lénsforsdakringar was named a “Career
Company” by Di. se/Din karriér in 2013.
The jury’s description of a Career Com-
pany is “a company that is committed in
its work on being an attractive employer
and offers unique challenges and particu-
larly interesting career opportunities.”

In addition to participating in labour
market days at universities and colleges, a
variety of activities are continuously con-
ducted within the Lansforsakringar Alli-
ance to strengthen the employer brand in
the recruitment market.
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Environmental
work and sustain-
able 1nvestments

ENVIRONMENTAL WORK AND SUSTAINABILITY [l (PPN o R P TS (i e R (I

AB Group’s environmental work, which the bank is also part of, is to reduce
costs, improve customer service and achieve clear environmental gains that
contribute to sustainable development for customers and society.

Joint environmental policy

The Léansforsdkringar AB Group acquired
ISO 14001 certification — which guarantees
a systematic approach to environmental
management — several years ago. Certifica-
tion takes place in partnership with SFK
Certification, with annual follow-up audits
that provide opportunities to improve the
environmental adaptation of the operations.

The bank’s environmental work
The environmental work of the banking
operations is directly linked to the joint
environmental policy. The aim of the envi-
ronmental work is to reduce costs, improve
customer service and achieve clear environ-
mental gains that contribute to sustainable
development for customers and society.
The bank can primarily impact the envi-
ronment in such areas as loan origination,
the fund company’s investment products,
paper-based communication and product
management with customers, by directing
customers to digital services and recycling
security code generators and bank cards.

Credit scoring with environmental
responsibility

The credit regulations are consistent with
environmental legislation and promote sus-
tainable development. When credit scoring
is conducted for business and agricultural
customers, the customer’s environmental

responsibility is also reviewed to rule out
any breaches of environmental law.

Sustainable investments in fund offering
The fund range will always reflect the fund
company’s profile as a global and long-term
investor. The policy for owner control
includes involvement in nominations to
boards of directors, participating at general
meetings of shareholders and the fund com-
pany actively promoting sustainability.

The work on responsible investment is
conducted by the Council for Responsible
Investment and a couple of additional part-
nerships were initiated during the year. In
November 2013, the fund company became
a member of the United Nations Principles
for Responsible Investment (UNPRI) to
increase the requirements on and transpar-
ency of sustainability in funds, both among
institutional investors globally and in Léns-
forsékringar’s own work with its fund man-
agers. In November, the fund company also
became a member of Swesif, a cross-indus-
try network forum that promotes and dis-
cusses sustainability issues in Sweden.

Lansforsdkringar also has a partnership
with GES Investment Services, a company
that conducts sustainability screenings of
companies regarding their compliance with
international conventions (Global Ethical
Standard). GES Investment Services also
conducts negotiations and lobbies compa-



nies that do not comply with the interna-
tional conventions. During the year, three
companies were excluded from the funds as
aresult of GES’s negotiations not resulting
in any improvements at the companies.

Reduced paper-based communication
In recent years, a large degree of customer
communication — traditionally paper-based
—has been replaced by digital services, for
example, application processes for several
of the bank’s products. The annual state-
ment to customers will be an online service
and the number of printed annual report
copies declines every year. The long-stand-
ing aim is to increase the percentage of dig-
itally distributed customer documentation
by 50%.

Environmentally certified suppliers

The bank ensures that all bank-product sup-
pliers are environmentally certified, such as
ATM suppliers. Continuous efforts are made
to encourage the recycling of security code
generators and increase the number of
online payments.

Green travel and efficient meetings
For business travel, rail travel takes prece-

dence over flying, wherever possible. The
company-car policy approves only environ-
mentally friendly cars and the target of
company cars being 100% environmentally
friendly, in accordance with the policy’s
definition of environmentally friendly cars,
was achieved. Employees are also offered
bicycles and public transport travel cards
for local travel during working hours.
Investments were made in technical equip-
ment that enable meetings to be held by
telephone, video or online to reduce busi-
ness travel.

Lower energy consumption
Lénsforsakringar uses the Swedish Society
for Nature Conservation’s eco-labelled Good
Environmental Choice Electricity. Energy
efficiency and cost-savings are achieved with
smart lighting systems that match lighting to
the time of day and the amount of daylight,
and the use of LED lighting.

Reviews and efficiency enhancements of
electricity, heating and cooling systems are

continuously carried out to reduce the
direct impact on the environment due to
emissions of carbon dioxide and other sub-
stances.

Environmental work on the website

and environmental training

Information about our environmental work
is presented on both internal and external
Lénsforsdkringar websites. All new
employees undergo compulsory environ-
mental training. A number of parameters in
the Environmental Handbook are reviewed
annually during an external environmental
audit as a contribution to the sustainable
development of society.

For more information about sustainability and
environmental activities, see Lansforsakringar
AB’s Annual Report, which contains a GRI
(Global Reporting Initiative) sustainability report.

LANSFORSAKRINGAR BANK 2013 15



Board of Directors’ Report

The Board of Directors and President of Lansforsakringar Bank AB (publ)
hereby submit the Annual Report for 2013.

GROUP

Ownership and Group structure
Lénsforsikringar Bank AB (publ) is part of
the Lansforsakringar AB Group, with Léns-
forsakringar AB (publ) as the Parent Com-
pany, which is owned by 23 independent
and customer-owned regional insurance
companies and 16 local insurance compa-
nies. All customer contacts are made at the
regional insurance companies. Lansforsak-
ringar AB (publ) is responsible for conduc-
ting joint business activities, strategic deve-
lopment activities and providing service.
The aim is to establish potential for the regi-
onal insurance companies to continue to
grow and be successful in their respective
markets.

Lansforsikringar Bank AB (publ) (Corp.
Reg. No. 516401-9878) is 100% owned by
Lénsforsdkringar AB (publ) (Corp. Reg.
No. 556549-7020). The Bank Group com-
prises the Parent Company Léansforsék-
ringar Bank AB (publ) and the wholly
owned subsidiaries Lansforsikringar Hypo-
tek AB (publ) (Corp. Reg. No. 556244-
1781), Lansforsékringar Fondforvaltning
AB (publ) (Corp. Reg. No. 556364-2783)
and Wasa Kredit AB (Corp. Reg. No.
556311-9204). All companies have their
registered offices in Stockholm and the
abbreviated forms of these company names
are used in the remainder of the Board of
Directors’ Report.

Focus of operations
The operations offer banking services to
private individuals, agricultural customers
and small businesses. The lending products
of leasing, hire purchase and unsecured
loans are offered to private individuals and
companies through the wholly owned sub-
sidiary Wasa Kredit AB.

Sales, advisory services and customer
services are carried out through the 130
(130) branches of the 23 regional insurance
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companies and via digital services and
telephone. The regional insurance compa-
nies are reimbursed for sales, administra-
tion and customer care through a volume-
based reimbursement system. Another part
of'the full-service offering is the 152 (150)
branches of Lansforsdkringar Fastighets{or-
medling throughout Sweden.

Market commentary
Both the stock markets and fixed-income
markets experienced major fluctuations
during the year. Performance was affected
by the highly expansive monetary policies
of several central banks, while economic
trends remained weak. Global growth was
hampered by debt reduction in both the
public sector and among households. Seve-
ral countries pursued an austere fiscal
policy while private consumption was held
back by high savings. The purchase of
government and mortgage bonds by the
Federal Reserve continued to impact the
market.

Bond interest rates were low at the start
of the year and subsequently rose gradually,

in line with, for example, expectations that
the Federal Reserve would reduce its bond-
buying stimulus. At the end 0f 2013, the
Federal Reserve announced that it planned
to reduce its bond buying from January
2014. Improved economic indicators from
the US, and also from Europe, lent support
to rising interest rates. However, short-term
market interest rates remained low as a
result of low key interest rates and also pro-
mises from central banks that monetary
policy will be kept expansive for a long
period of time.

The Swedish economy displayed a wea-
ker performance during the year and unem-
ployment remained relatively high.

At the end of the year, the Riksbank
lowered its key interest rate again to 0.75%
due to the very low inflation. The difference
between government bond rates and the
interest rate for mortgage bonds and other
loans declined during the year.

Deposits from households in the Swe-
dish market rose 6% during the year and
loans to households increased 5%. 2013
was a strong year for mutual fund savings.
New savings in funds amounted to SEK 105
billion and the total fund assets in Sweden
increased SEK 432 billion to SEK 2,481
billion at the end of the year.

Housing prices in Sweden increased 7%
during the year according to Valueguard’s

Lansforsakringar Bank — part of the Lansforsakringar Alliance

3.5 million customers

23 local regional insurance companies

Lansforsakringar AB

Lansforsakringar Bank

Lansforsakringar Hypotek
Retail mortgages

Lansforsakringar Fondforvaltning
Mutual funds

Wasa Kredit
Leasing, hire purchase
and unsecured loans




HOX index, which was largely due to rising
prices for tenant-owned apartments. Prices
of single-family homes rose 4%, while pri-
ces of tenant-owned apartments increased
13%.

Increased business volumes

Business volumes increased 11%, or SEK
31 billion, to SEK 314 billion (283). Len-
ding rose 8%, or SEK 12 billion, to SEK
162 billion (150). Retail mortgages in
Lénsforsdkringar Hypotek increased 11%,
or SEK 11 billion, to SEK 112 billion
(101). Deposits rose 11%, or SEK 7 billion,
to SEK 69 billion (62). The volume of
managed funds increased 18%, or SEK 13
billion, to SEK 83 billion (70).

Stable inflow of customers

and growing digital service

The number of customers rose 4% to
879,000 (847,000). The number of custo-
mers with Lansforsakringar as their pri-
mary bank increased 10% to 319,000
(290,000) and the number of products per
customer rose to 4.9 (4.8). Some 94% of
those customers who have the bank as their
primary bank are also existing insurance
customers.

Lénsforsdkringar had 4.5 million mobile
logins via its mobile app in December 2013,
up 92% compared with December 2012.
Fund trading accounts for a significant per-
centage of the mobile app’s services.

Earnings and profitability

Profit before loan losses increased 20% to
SEK 773 M (647) and operating profit rose
16% to SEK 647 M (555), due to higher net
interest income and increased commission
income. Return on equity strengthened to
6.7% (6.3).

Net interest income
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Income
Operating income increased 12% to SEK
2,104 M (1,882), due to higher net interest
income and increased commission income.
Net interest income strengthened 8% to
SEK 2,230 M (2,071) due to higher lending
volumes and margins, while deposit mar-
gins and the return on equity had a negative
impact on net interest income. The invest-
ment margin strengthened to 1.06% (1.11).
Net gains from financial items declined
to a loss of SEK 86 M (gain: 5) due to the
negative effects of changes in fair value and
the repurchase of own debt. Commission
income increased 16% to SEK 1,140 M
(984) due to higher income from fund, card
and securities business. The number of
bank cards rose 12% to 388,000 (346,000).
Net commission resulted in a decrease in
expense of SEK 253 M (385) due to
increased commission income.

Operating profit and return on equity
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Expenses

Operating expenses rose 8% to SEK 1,331
M (1,235), primarily due to the fund
company’s higher administrative expenses,
higher staff costs attributable to the finance-
company operations, higher depreciation
and costs for building up a shared backof-
fice function in the banking operations. The
cost/income ratio before loan losses
strengthened to 0.63 (0.66) and the cost/
income ratio after loan losses strengthened
t0 0.69 (0.70).

Cost/income ration before loan losses

0.5
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Loan losses

Loan losses remained very low and amoun-
ted to SEK 126 M (91), net, corresponding
to loan losses of 0.08% (0.06). Reserves
totalled SEK 422 M (325), corresponding
to a reserve ratio in relation to loans of
0.25% (0.21). Impaired loans, gross,
amounted to SEK 393 M (298), correspon-
ding to a percentage of impaired loans of
0.23% (0.19). For more information regar-
ding loan losses, reserves and impaired
loans, see notes 17 and 21.

Deposits and savings

Deposits from the public increased 11% to
SEK 69 billion (62). Deposits from small
businesses grew to SEK 8.6 billion (7.5)
and the number of deposit accounts rose
10%. On December 31, 2013, the market
share strengthened to 4.5% (4,3) according
to Statistics Sweden.

Fund volumes increased 18%, or SEK 13
billion, to SEK 83 billion (70). Monthly
savings in funds performed well, as did
fund transfers, Individual Pension Savings
(IPS) and the number of securities deposi-
tories.

Loans

Loans to the public rose 8%, or SEK 12 bil-
lion, to SEK 162 billion (150). All loans are
granted in Sweden and in SEK and have a
well-diversified geographic distribution.
Retail mortgages in Lansforsakringar
Hypotek increased 11%, or SEK 11 billion,
to SEK 112 billion (101). On December 31,
2013, the market share for household len-
ding strengthened to 5.0% (4.9) according
to Statistics Sweden. On December 31,
2013, the market share for retail mortgages
was 4.9% (4.8).

The percentage of retail mortgages rela-
tive to the total loan portfolio was unchan-
ged at 71%. Agricultural lending had a
lower rate of increase and rose 7% to SEK
20.7 billion (19.3), of which firstlien mort-
gages for agricultural properties accounted
for SEK 18.3 billion (16.7). First-lien mort-
gages, mainly to family- owned agricultural
operations, accounted for 89% (86) of agri-
cultural lending, and the average agricul-
tural commitment was low at SEK 1.8 M
(1.7) on December 31, 2013. Loans to small
businesses totalled SEK 1.7 (1.6) billion on
December 31,2013.
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LOAN PORTFOLIO

Lending segment, % Dec 31,2013 Dec 31, 2012
Retail mortgages 71% 71%
Agricultural loans 13% 13%
Multi-family housing 3.5% 2.5%
Industrial and office

properties 0.5% 0.5%
Total 88% 87%
Leasing 4% 4%
Hire purchase 3% 4%
Total 95% 95%
Personal loans 4% 4%
Other 1% 1%
Total 100% 100%
Funding

Debt securities in issue rose 8% or SEK 9
billion to SEK 124 billion (114), of which
senior funding accounted for SEK 22 bil-
lion (18) and covered bonds for SEK 99 bil-
lion (91).

The Group has a low refinancing risk and
the maturity structure is highly diversified.
Long-term financing takes place in the
capital market through covered bonds and
senior unsecured bonds. During the year,
the bank increased the percentage of senior
funding and reduced the percentage of
covered funding. Issuances took place on
average with longer maturities. Funding is
diversified by issuances in SEK, EUR, CHF
as well as in NOK.

Covered bonds were issued at a volume
corresponding to a nominal SEK 23.5 bil-
lion (28.5), with repurchased covered bonds
amounting to a nominal SEK 7.2 billion
(16.0) and matured covered bonds to a
nominal SEK 8.4 billion (6.6) for the period.

Lansforsdkringar Bank issued senior
unsecured bonds in the nominal amount of
SEK 10.7 billion (11.4) during the period.

Liquidity

The liquidity reserve totalled a nominal
amount of SEK 45.9 billion (40.6) at
December 31,2013, according to the Swe-
dish Bankers’ Association’s definition. The
liquidity reserve is invested in securities
with very high credit quality and that are
eligible for transactions with the Riksbank

and, where appropriate, with the ECB. A
total of 76% of the liquidity reserve con-
sists of Swedish covered bonds, 11% other
Swedish bonds with a credit rating of AAA/
Aaa, 8% Swedish government bonds, 4%
Finnish government bonds in EUR and
USD and German bonds guaranteed by the
government and 1% deposits with the Swe-
dish National Debt Office. By utilising the
liquidity reserve, contractual undertakings
for about 1.5 years can be met without nee-
ding to secure new funding in the capital
market.

The Group’s Liquidity Coverage Ratio
(LCR) amounted to 230% (277) on Decem-
ber 31, 2013 and was an average of 253%
(248) during the fourth quarter of 2013. The
LCR in EUR amounted to 1,847% (158) on
December 31, 2013.

Rating

Lansforsikringar Bank’s credit rating is A/
Stable from Standard & Poor’s and A3/ Sta-
ble from Moody’s. Lansforsiakringar
Hypotek’s covered bonds have the highest
rating of Aaa from Moody’s and AAA/Sta-
ble from Standard & Poor’s.

Capital adequacy
The Group applies the Internal Ratingsba-
sed Approach (IRB Approach). The advan-
ced IRB Approach is used for all retail
exposure and for company and agricultural
exposures up to SEK 5 M. The foundation
IRB Approach is used for counterparty
exposures to corporates and the agricultural
sector in excess of SEK 5 M, and the Stan-
dardised Approach for other exposures. On
December 31, 2013, 88% (88) of the loan
portfolio consisted of retail credits in accor-
dance with the Advanced IRB Approach.
The bank is continuously monitoring
developments in relation to the implemen-
tation of CRR and CRD IV in Sweden and
can state that there continues to be uncerta-
inty surrounding a number of areas. A high
level of preparedness is in place for the
introduction of these regulations.

Rating

Company Agency Long-term rating Short-term rating
Lansforsakringar Bank Standard & Poor’s A/Stable A-1(K-1)
Lansforsakringar Bank Moody’s A3/Stable P-2
Lansforsakringar Hypotek? Standard & Poor’s AAA/Stable -
Lansférsakringar Hypotek? Moody’s Aaa -

1 Pertains to the company’s covered bonds.
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In December 2013 a subordinated loan
from the Parent Company of SEK 290 M
was converted into owner’s equity, which
strengthened the bank’s capital base. Core
Tier 1 ratio according to Basel II strengthe-
ned to 14.7% (13.1). Tier 1 capital amoun-
ted to SEK 7,441 M (6,612) and Tier 1 ratio
strengthened to 14.7% (13.7). The capital
base increased to SEK 9,436 M (7,546) and
the capital adequacy ratio strengthened to
18.7% (15.6). According to Basel I1I, Core
Tier 1 ratio amounts to 14.4%, Tier 1 ratio
amounts to 14.4% and the capital adequacy
ratio amounts to 19.1%. All of the key figu-
res for Basel 111 are calculated based on the
bank’s current interpretation of the regula-
tions. For more information on the calcula-
tion of capital adequacy, see note 14.

Employees

In 2013, the Group had an average of 369
employees, of whom women numbered 176
with an average age of 42 and men numbe-
red 193 with an average age of 43. The bank
had 55 employees in management posi-
tions. In addition to the employees of the
Group, there were 780 bank advisors and
bank employees in the 23 the regional insu-
rance companies.

Based on company values, a new leader
profile was launched in 2013 that describes
expectations for managers. The basis for
employee performance and development, in
both the short and long term, is the business
plan and corporate culture. Part of equality
efforts is to establish a more even gender
distribution among managers at all levels.
The current distribution is 76% men and
24% women. The target figure for 2015 is
50% men and 50% women at all manage-
ment levels.

Maintaining a positive health and wor-
king environment is essential for improving
performance. The basic outlook is that phy-
sical activity at work increases efficiency
and improves social cohesion, and that
investing in health is an important part of
Lénsforsikringar being an attractive
employer. It also helps to reduce sick leave.
Generous preventive health care benefits
are offered and employees can take exercise
during working hours. All employees have
health care insurance that provides fast
access to specialised care.

Lansforsikringar has a strong employer
brand in the recruitment market and univer-



sity graduates rank Lénsforsékringar as one
of'the leaders in the category of “Ideal
Employer” in Universum’s Career Barome-
ter survey. Lansforsidkringar Bank came in
fifth in the Corporate Barometer survey.

Environment

The environmental work of the banking
operations is directly linked to the joint
environmental policy. The aim of the envi-
ronmental work is to reduce costs, improve
customer service and achieve clear environ-
mental gains that contribute to sustainable
development for customers and society.

The bank can primarily impact the envi-
ronment in such areas as loan origination,
the fund company’s investment products,
paper-based communication and product
management with customers, by directing
customers to digital services and recycling
security code generators and bank cards.
The credit regulations are consistent with
environmental legislation and promote sus-
tainable development. When credit scoring
is conducted for business and agricultural
responsibility is also reviewed to rule out
any breaches of environmental law.

The fund range will always reflect the
fund company’s profile as a global and
long-term investor. The policy for owner
control includes involvement in nomina-
tions to boards of directors, participating at
general meetings of shareholders and the
fund company actively promoting sustaina-
bility. The work on responsible investment
is conducted by the Council for Respon-
sible Investment and a couple of additional
partnerships were initiated during the year.
In November 2013, the fund company
became a member of the United Nations
Principles for Responsible Investment
(UNPRI) to increase the requirements on
and transparency of sustainability in funds,
both among institutional investors globally
and in Lansforsdkringar’s own work with its
fund managers. Lansforsdkringar also has a
partnership with GES Investment Services,
a company that conducts sustainability
screenings of companies regarding their
compliance with international conventions
(Global Ethical Standard). GES Investment
Services also conducts negotiations and
lobbies compaequalitycustomers, the
customer’s environmental nies that do not
comply with the international conventions.
During the year, three companies were

excluded from the funds as a result of
GES’s negotiations not resulting in any
improvements at the companies.

In recent years, a large degree of custo-
mer communication, traditionally paper-
based, has been replaced by digital services.
The long-standing aim is to increase the
percentage of digitally distributed customer
documentation by 50%. The bank ensures
that all bank-product suppliers are environ-
mentally certified, such as ATM- suppliers.
For business travel, rail travel takes prece-
dence over flying, wherever possible. The
company-car policy approves only environ-
mentally friendly cars and the target of
company cars being 100% environmentally
friendly, in accordance with the policy’s
definition of environmentally friendly cars,
was achieved.

Risks and uncertainties

The operations are characterised by a low
risk profile. The Group and the Parent Com-
pany are exposed to a number of risks, pri-
marily comprising credit risks, refinancing
risks and market risks. The macroeconomic
situation in Sweden is critical for credit risk
since all loans are granted in Sweden. Market
risks primarily comprise interest-rate risks.
Loan losses remain low and the refinancing
of business activities was highly satisfactory
during the year. For information about the
risks in the operations, risk and capital mana-
gement and the principles for risk gover-
nance, see note 3 Risks on page 39.

Expectations regarding future
development

The banking operations intend to follow the
strategic direction of profitable growth with
high credit quality, by further refining exis-
ting products and on the basis of maintaining
a high level of capitalisation. Growth in len-
ding will take place by paying close attention
to changes in the business environment, the
financial situation and the prevailing circum-
stances in the capital market. Strong liqui-
dity will be maintained. The continued mar-
ket strategy is to conduct sales and customer
marketing activities targeting the regional
insurance companies’ customers.

Events after year-end
No significant events took place after the
close of the year.

PARENT COMPANY

All of the Group’s deposits are conducted
by the Parent Company. Most of the
Group’s lending and funding operations are
conducted through the subsidiary Lansfor-
sakringar Hypotek.

Loans to the public rose 2%, or SEK 1
billion, to SEK 36 billion (35). Deposits
from the public increased 11%, or SEK 7
billion, to SEK 69 billion (63). Debt securi-
ties in issue rose 6%, or SEK 2 billion, to
SEK 25 billion (23).

Earnings

Operating profit amounted to SEK 2 M
(=34). Operating income rose 22% to SEK
791 M (649) largely a result of increased
commission income. Net interest income
increased 7% to SEK 796 M (743) due to
higher volumes. Commission income
increased 25% to SEK 298 M (238) due to
higher income from securities, card and
payment business. Commission expense
amounted to SEK 552 M (554). Operating
expenses rose 7% to SEK 708 M (660), pri-
marily due to higher depreciation and costs
for building up a shared backoffice function
in the banking operations. Loan losses
remained low at SEK 80 M (22), net.

PROPOSED APPROPRIATION OF THE PARENT
COMPANY’S UNAPPROPRIATED EARNINGS

SEK

Fair value reserve

76,099,731
6,044,456,384

Retained earnings

Shareholders’ contribution

received 625,000,000
-3,677,603

6,741,878,512

Net loss for the year

Profit to be appropriated

The Board of Directors proposes that SEK
6,741,878,512 be carried forward, of which
SEK 76,099,731 be allocated to the fair
value reserve.
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SUBSIDIARIES

Lansforsakringar Hypotek AB

Retail mortgages in the bank’s mortgage
institution increased 11%, or SEK 11 bil-
lion, to SEK 112 billion (101). Retail mort-
gages up to 75% of the market value of the
collateral on the granting date are granted
by Lansforsdkringar Hypotek and the rema-
inder by the Parent Company. Operating
profit fell 4% to SEK 305 M (319), attribu-
table to net losses from financial items due
to the negative effects of changes in fair
value and the repurchase of own debt. Net
interest income increased 7% to SEK 852
M (796). Loan losses amounted to SEK 6.6
M (2.3), net, corresponding to loan losses
0f 0.006% (0.002). The number of retail
mortgage customers rose 6% to 188,000
(177,000).

Lansforsakringar

Hypotek AB, SEK M Dec 31,2013 Dec 31,2012

Total assets 136,668 127,319
Lending volume 112,143 101,434
Net interest income 852 796
Operating profit 305 319
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Wasa Kredit

Lending volumes increased 4% to SEK
13.9 billion (13.3). Operating profit rose
40% to SEK 250 M (178), largely a result
of increased net interest income and lower
loan losses. Net interest income increased
9% to SEK 581 M (531), largely due to hig-
her margins and growth in hire purchase
and unsecured loans. Operating expenses
rose 5% to SEK 431 M (410) and loan los-
ses declined to SEK 40 M (67), net.

Wasa Kredit, SEK M Dec 31,2013 Dec 31, 2012

Total assets 14,229 13,703
Lending volume 13,852 13,295
Net interest income 581 531
Operating profit 250 178

Lansforsakringar Fondférvaltning
Léansforsikringar’s market share of the
Swedish fund market amounted to 3.9%
(3.8) on December 31, 2013. The volume of
managed funds rose 18%, or SEK 13 bil-
lion, to SEK 83 billion (70), due to
increased growth in value and a strong net
flow during the year. The company manages
33 (30) mutual funds with various invest-
ment orientations. Funds are offered for
direct fund savings, IPS, ISK, unitlinked
insurance and through the PPM system.
Operating profit amounted to SEK 91 M
(87).

Lansforsakringar
Fondforvaltning, SEKM Dec 31,2013 Dec 31, 2012

Total assets 242 235
Assets under

management 83,196 70,405
Net flow 3,246 -2,252
Net commission

expense 305 273
Operating profit 91 87

For more information on the company’s
recognised earnings, financial position and
average number of employees, see the follo-
wing income statement, balance sheet, cash-
flow statement, changes in shareholders’
equity and notes on pages 27-83. See page
26 for the five-year summary. All figures in the
Annual Report are reported in SEK M unless
otherwise specified.



Corporate Governance Report

INTRODUCTION
Lénsforsikringar Bank AB (Lansforsak-
ringar Bank) is a wholly owned subsidiary
of Lansforsikringar AB, which in turn is
owned by 23 customer-owned regional
insurance companies and 16 local insurance
companies. Lansforsdkringar AB, with its
subsidiaries and owners, jointly comprise
Lénsforsdkringar Alliance.
Lénsforsdakringar AB is a public limited
liability company, and the company’s bonds
are listed on Nasdaq OMX Stockholm and
the Luxembourg Stock Exchange.
Lénsforsdkringar Bank complies with the
Swedish Code of Corporate Governance
(the Code), where appropriate, taking into
consideration that the bank is not a stock
market company. Deviations from the provi-
sions of the Code and explanations for such
deviations are presented below in the Devia-
tions from the Code section on page 24.

CORPORATE GOVERNANCE
Lénsforsdkringar Bank, with its subsidiar-
ies Lansforsdkringar Fondforvaltning AB
(publ), Lansforsikringar Hypotek AB
(publ) and Wasa Kredit AB (Wasa Kredit),
comprises the Bank business unit of the
Lénsforsdkringar AB Group.

Lansforsiakringar AB has a corporate-
governance system, which is based on
Lénsforsdkringar AB’s assignment from the
owners. The Bank business unit also has a
corporate governance system that ensures
satisfactory control and management of the
legal entities in the business unit.

The corporate-governance system
encompasses a number of components,
such as organisational structure, decision-
making procedures, division of authorities
and responsibilities, risk-management sys-
tems and internal-control systems. The risk
management system is also to ensure that
the legal entities in the business unit are
continuously able to identify, manage and
report risks. Internal control is based on a
system comprising three lines of defence.
The first line of defence is the operations,
the second the Compliance and Risk Con-
trol functions and the third, the Internal
Audit function. The second line of defence
is independent in relation to the first line

and the third line is independent in relation
to the first and second lines.

Other components in the corporate-gov-
ernance system include the structure for
internal rules and regulations, outsorcing
policies, suitability requirements pertaining
to employees and Board members, as well
as continuity plans.

An outline of the governance structure is
provided in the diagram on page 22.

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 normally held once per year, the
Annual General Meeting. Lansforsakringar
AB owns 100% of the share capital and vot-
ing rights.

Decisions are made at the Annual General
Meeting pertaining to the Annual Report, the
election of members of the Board and audi-
tors, remuneration to Board members and
auditors and other important matters to be
addressed in accordance with laws or the
Articles of Association. The proposal for
remuneration to Board members presented
at the Annual General Meeting is specified
for the Chairman, Deputy Chairman and
other Board members, and committee work.

Nomination Committee

Nomination process

The Annual General Meeting of The Annual
General Meeting of Lansforsikringar AB
appoints a Nomination Committee. The
Nomination Committee is charged with the
task of presenting proposals regarding the
Board of Directors and auditors of Lans-
forsikringar AB, and, in consultation with
the CEO of Lansforsikringar AB, proposals
regarding the Board of Directors and audi-
tors of Lansforsdkringar Bank and other
subsidiaries, and fees to these members and
auditors. The Nomination Committee fol-
lows an instruction adopted by the Annual
General Meeting of Lansforsiakringar AB.
The Nomination Committee is responsible
for ensuring that a suitability assessment of
proposed Board members is performed.
The Nomination Committee is to apply
established processes and procedures for

the suitability assessment and ensure that
suitability assessments of Board members
are conducted continuously throughout the
current mandate period.

Nomination Committee prior to 2014
Annual General Meeting

The Nomination Committee consists of
Otto Ramel as Chairman, Lansforsakringar
Skane, UIf W Eriksson, Lansforsakringar
Virmland, Per-Ake Holgersson, Lins-
forsékring Kronoberg, Conny Sandstrom,
Linsforsikringar Visterbotten and Orian
Soderberg, Lansforsakringar Jonkoping
since the 2013 Annual General Meeting of
Lansforsikringar AB.

Prior to the Annual General Meeting, the

Nomination Committee has

 studied the Board’s evaluation of its work,

« studied the Board Chairman’s and the
Board members’ views on the opera-
tions, the Board’s work and requirements
for expertise and experience, and

 reviewed and discussed requirements for
expertise and experience with respect to
the needs of the operations and regula-
tory requirements.

Prior to the 2014 Annual General Meeting,

the Nomination Committee will

* make a decision regarding the indepen-
dence of candidates,

* nominate Board members, the Board
Chairman and auditors,

* carry out suitability assessments of
Board members in accordance with
established processes and procedures, and

» propose fees to Board members and
auditors.

External auditors

The Annual General Meeting appoints the
external auditors. Nominations are made to
the Nomination Committee. In accordance
with the Articles of Association, Léans-
forsékringar Bank is to have between one
and three auditors and between zero and
three deputy auditors. Auditors are
appointed for a period in office of a maxi-
mum of four years. At the 2012 Annual
General Meeting, Stefan Holmstrom,
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KPMG AB, was appointed auditor and Dan
Beitner, KPMG AB, deputy auditor for the
period until the 2015 Annual General Meet-
ing. Stefan Holmstrém has previously served
as the company’s deputy auditor. Alongside
Lansforsakringar Bank, his major audit
assignments include Lansforsikringar AB
and Svenska Handelsbanken. Stefan Holm-
strom has no other assignments in any other
company that affect his independence in
relation to Lansforsakringar Bank.

The auditor examines Lansforsakringar
Bank’s Annual Report and Corporate Gov-
ernance Report, as well as the administra-
tion of the Board and the President. The
auditor presented his audit results and
observations to the Board once during 2013.
The auditor also participates in the meet-
ings of the Board’s Audit Committee. Fur-
thermore, the auditor normally meets with
representatives of the Swedish Financial
Supervisory Authority during the fiscal
year. The auditor reviews Lansforsékringar
Bank’s six-month accounts and year-end
reports.

Board of Directors
Composition of the Board of Directors
The Board of Directors of Lansforsékringar
Bank is elected by the Annual General Meet-
ing and, in accordance with the Articles of
Association, is to consist of between six and
nine Board members elected by the Annual
General Meeting, with no more than six dep-
uties. Board members are elected for a man-
date period of two years. In addition, mem-
bers appointed by trade-union organisations
are also members of the Board. The President
is not a member of the Board. Lansfor-
sakringar Bank 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 Presi-
dent, Executive Vice President and Board
Secretary participate in Board meetings
except for matters in which there may be a
conflict of interest or when it would other-
wise be inappropriate for them to attend.
Employees reporting on particular issues
attend meetings when they make their pre-
sentations.

LANSFORSAKRINGAR BANK’S GOVERNANCE STRUCTURE

External auditor

Shareholders and
General Meeting

The Board currently comprises ten mem-
bers and one deputy. Eight of the members
were elected by the Annual General Meet-
ing. Two regular members and one deputy
were appointed by the trade-union organ-
isations. A presentation of the Board mem-
bers can be found on page 86.

Board responsibilities and
delegation of duties
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 significance and
of an overall nature relating to the compa-
ny’s operations. The Board appoints, evalu-
ates and dismisses the President, adopts an
appropriate executive organisation and the
goals and strategies of the operations, and
ensures that efficient systems are in place
for internal control and risk management.
Annually, 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 mem-
bers, the delegation of duties within the
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Board, the lowest number of Board meet-
ings, procedures for reporting on the opera-
tions and financial reports, as well as proce-
dures for Board meetings in terms of
notices of meetings and presentations of
materials, and disqualification.

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

The Board is also to regularly manage
and evaluate the company’s and the Group’s
risk development and risk management.
During the year, the Board regularly
reviews the company’s earnings and sales
trends, financial 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.

Chairman

According to the formal work plan, the
Chairman is to lead the Board’s work and
ensure that the Board fulfils its duties. The
Chairman is also to ensure that the Board
meets as required, that Board members are
provided with the opportunity to participate
in meetings and receive satisfactory infor-
mation and documentation for decision-
making, and apply an appropriate working
methodology. On the basis of ongoing con-
tact with the President and in addition to
Board meetings, the Chairman is also to
keep himself informed of significant events
and developments in Lénsforsékringar
Bank, and support the President in his work.

Work of the Board
In its formal work plan, the Board has
established annually recurring items of
business and a standard for its agenda and
information and decision-making material.
In a company directive, the Board has estab-
lished the company’s and the Group’s opera-
tional structure and clarified the distribution
of work duties between the various units and
executives in the company and the Group.
In addition to the Board’s formal work
plan and the company directive, at least once
a year the Board establishes its directive for
the President as well as a large number of
governance documents for the operations.

The Board has established an Audit Com-
mittee, a Remuneration Committee, a Risk
and Capital Committee and a Credit Com-
mittee. The duties of the Committees are
determined by the Board in its formal work
plan or in separate directives. None of the
Committees has any general decision-mak-
ing mandate, except for the Credit Commit-
tee. Each Committee must regularly report
on its activities to the Board.

The Board conducts annual strategic sem-
inars and evaluations of the President’s work
and terms of employment. The Board meets
the company’s auditor at least once per year;
see also the Audit Committee section below.

The dates of Board meetings are estab-
lished at the first scheduled meeting follow-
ing the Annual General Meeting for the next
18-month period. A notice of each meeting,
including a preliminary agenda, is sent out
about 14 days prior to the meeting. Docu-
mentation for the meeting is normally dis-
tributed about one week prior to the meet-
ing. All documents and materials presented
at the meeting are saved electronically.

During 2013, the Board devoted particu-
lar attention to such issues as the new capi-
tal adequacy rules and their impact on the
operations and the banking operation’s
future strategy.

The number of Board meetings and
members’ attendance at these are presented
in the table below.

Evaluation of the Board’s work

Every year, the Board Chairman initiates an
evaluation of the Board’s work. The 2013
evaluation was based on an electronic

Meetings and attendance of the Board

survey completed by the Board members.
The results were compiled, reported to and
discussed by the Board.

Audit Committee

The Audit Committee is responsible for

preparing the Board’s work in the following

areas:

* Monitoring and quality-assuring the
company’s and Group’s financial report-
ing.

* Monitoring the efficiency of the compa-
ny’s and the Group’s internal governance
and control.

» The direction, scope and coordination of
the Internal Audit function’s work.

* Studying the external auditors’ observa-
tions and evaluating the work, impartial-
ity and independence of the external
auditors.

* Outsourced operations.

At the statutory Board meeting following
the 2013 Annual General Meeting, Ingemar
Larsson was appointed Chairman and Sten
Dunér and Bengt-Erik Lindgren were
appointed members of the Audit Commit-
tee. Ingrid Jansson was appointed a new
member of the Audit Committee in Decem-
ber 2013.

The number of Audit Committee meet-
ings and members’ attendance at these
meetings are presented below.

Remuneration Committee

The Remuneration Committee is to prepare
issues on remuneration of the President and
other members of corporate management

The table below shows the number of meetings held in each body since the 2013 Annual
General Meeting until December 2013, and the attendance by each Board member:

Board of Audit Remuneration Risk and Capi- Credit
Directors Committee Committee tal Committee Committee
Total number of meetings 9 6 2 4 4
Sten Dunér 9 5 2 4 3
Christian Bille 9 1 4
Ingrid Ericson 7
Per-Ake Holgersson 8
Ingrid Jansson 8
Ingemar Larsson 9 6 2 3 4
Bengt-Erik Lindgren 8 6 1
Susanne Petersson 9
Max Rooth 9
Orian Séderberg 9 3 4
Torleif Carlsson, deputy 5
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and employees with overall responsibility
for any of the company’s control functions,
as well as prepare decisions for measures to
monitor application of the remuneration
policy.

At the statutory Board meeting follow-
ing the 2013 Annual General Meeting, Sten
Dunér was appointed Chairman, and Inge-
mar Larsson was appointed member of the
Remuneration Committee.

The number of Remuneration Commit-
tee meetings and members’ attendance at
these meetings are presented in the table on
page 23.

Risk and Capital Committee

The Risk and Capital Committee is to sup-
port the Board in risk and capital adequacy
issues and serve as a forum for analysing
and holding in-depth discussions on the
Bank Group’s level of risk and capital
requirements. The Board subsequently
makes decisions on these issues.

At the statutory Board meeting follow-
ing the 2013 Annual General Meeting, Sten
Dunér was appointed Chairman, and Inge-
mar Larsson, Christian Bille and Orian
Sdéderberg were appointed members of the
Risk and Capital Committee.

The number of Risk and Capital Com-
mittee meetings and members’ attendance
at these meetings are presented in the table
on page 23.

Credit Committee

The Credit Committee is to prepare credit
issues for amounts within the framework of
the Committee’s mandate according to an
instruction adopted by the Board.

At the statutory Board meeting follow-
ing the 2013 Annual General Meeting, Sten
Dunér was elected Chairman, and Ingemar
Larsson, Bengt-Erik Lindgren, Christian
Bille, Orian Soderberg and Rikard Josefson
were appointed members of the Credit
Committee.

The number of Credit Committee meet-
ings and members’ attendance at these meet-
ings are presented in the table on page 24.

President and corporate management
Rikard Josefson has served as the President
of Lansforsdkringar Bank AB since June
2011. Rikard Josefson was born in 1965 and
has worked in the banking sector since 1986.
The organisational structure of the Bank
Group is divided into departments. In addi-

24 |LANSFORSAKRINGAR BANK 2013

tion, there are three control functions: Risk
Control, Compliance and Internal Audit. To
ensure that the operations of each subsid-
iary comply with the overall objectives for
the Bank Group, the President is the head of
the Bank business unit of the Léns-
forsdakringar AB Group and also, as a gen-
eral rule, the Chairman of the Board of Lan-
sforsdkringar Bank’s subsidiaries.

Corporate management consists of the
President and the managers of the depart-
ments. Management discusses and decides
on matters pertaining to the business unit.
The influence of trade-union organisations
at Group level is also ensured through man-
agement.

The President has established a commit-
tee called the Asset Liability Committee
(ALCO) to address capital and finance
issues. The members of this Committee are
appointed by the President. The Committee
is governed by a separate instruction.

Control functions

Internal Audit

The Board appointed an internal audit func-
tion independent from the operating activi-
ties, with the primary task of ensuring that
the scope and direction of the operations
agree with the guidelines issued by the
Board and that the operations are being
conducted towards the targets established
by the Board. The internal audit function is
also responsible for examining and assess-
ing the organisation of Lansforsékringar
Bank, its procedures, governance and con-
trol of the operations. The Board has
adopted a separate instruction for the Inter-
nal Audit function. This function reports to
the Board of Lansforsékringar Bank.

Compliance

The role of compliance is to provide sup-
port and control for ensuring that the opera-
tions comply with regulatory requirements.
The function is to identify and provide
information about such issues as risks that
may arise due to lack of regulatory compli-
ance, assist in the formulation of internal
rules, monitor regulatory compliance and
ensure that the operations are informed
about new and amended regulations. Com-
pliance risks and action taken are to be regu-
larly reported to the President and Board of
Lénsforsiakringar Bank and its subsidiaries.
Compliance also has a function for counter-
acting money laundering.

Risk Control

Risk Control is a function for the control
and analysis of all of the Bank Group’s
risks. Risk Control has an independent
position in relation to the corporate opera-
tions that it controls. Risks and action taken
are to be continuously reported to the Presi-
dent and Board of the companies included
in the business unit.

Deviations from the Code
Lansforsikringar Bank complies with the
applicable sections of the Swedish Code of
Corporate Governance taking into consid-
eration that Lansforsdkringar Bank is not a
stock-market company. The major devia-
tions from the provisions of the Code and
explanations for such deviations are pre-
sented below.

Nomination Committee and holding

of Annual General Meeting

Deviation from the provisions of the Code
occurs with respect to the fact that Lans-
forsakringar Bank is not a stock-market
company and has only one shareholder. For
more information, see the section “Share-
holders and General Meeting” on page 21.

Composition of Board of Directors
Deviation from the provisions of the Code
occurs regarding independence of Board
members and Committee members.
According to the instruction for the Nomi-
nation Committee, the Board of Directors is
to be appropriately composed with respect
to Lansforsakringar Bank’s operations,
stage of development and other circum-
stances, and be characterised by diversity
and breadth in terms of the members’ com-
petencies, experience and background. It
has been decided that these requirements
can be fulfilled within the framework of the
Lénsforsikringar Alliance.

Period of office for Board members
Deviation from the provision of the Code
occurs in respect of a maximum period of
office of one year. The period of office for
Board members is, as a general rule, two
years. A longer period of office contributes
to ensuring continuity and establishing
competence within the Board.



Board'’s report on internal control of financial reporting

Internal control over financial reporting
(ICFR) is part of the Group’s governance
process. ICFR is defined as a process car-
ried out by the Board, management and
operations. The process is designed to pro-
vide reasonable assurance of the reliability
of the financial reporting and ensure that
the financial reports comply with applicable
laws and regulations and generally accepted
accounting principles. The process ensures
the Group’s ability to identify, measure,
monitor and manage risks. The internal
control process encompasses all parts of the
organisation, including outsourced activi-

2. Validate the design of expected controls

Processes and controls are to be reviewed annually to
validate that the design ensures that identified risks
for errors in financial reporting are eliminated.

1. Implement risk
assessments and define
scope

Risk assessments are performed
annually to determine the scope of
the ICFR process. These are compiled
in an annual ICFR report in which the
scope and goal scenario for the coming
year is described and presented to the Audit
Committee.

1. Implement risk
assessments and
limitations

ties, and is to be an integral part of each of
the Group’s operations.

A project is ongoing to strengthen the
internal governance and control of financial
reporting. The method is based on the
established COSO model (Internal Control
— Integrated Framework, by the Committee
of Sponsoring Organizations of the Tread-
way Commission) and its five framework
components: control environment, risk
assessment, control activities, information
and communication, and monitoring. The
diagram below illustrates the Group’s ICFR
structure.

3. Plan activities
for monitoring and
audits

2. Validate
the design
of expected
controls

ICFR is an
integrated part
of the daily
business
operations

4. Monitor and
evaluate controls

5. Report ICFR
unexpired risk

5. Report ICFR residual risk

The results of monitoring activities are
consolidated and analysed to assess the
residual risk in the financial reporting.
Residual risk is reported to the Group’s
CFO and Audit Committee.

In 2013, efforts to implement the ICFR
framework were conducted in project form.
All elements of the framework were imple-
mented during the year, with the exception
of monitoring internal and external control
systems. The operations commenced
reporting in 2013, and unexpired risk
reporting was evaluated by the Group’s
CFO and Audit Committee. As of 2014, the
report will be submitted quarterly to the
Audit Committee and both internal and
external auditors, who will examine the
framework and selected processes.

3. Plan activities for monitoring and audits

A plan for monitoring controls in the coming year is produced

on the basis of risk analyses and expected verifications.

The plan will clarify the person responsible for moni-

toring each control, the type of monitoring to be
carried out and how the results are to be

reported. The plan also includes reviews of
the framework and selected procedures
by internal and external auditors.

4. Monitor and evaluate controls
Monitoring and reviewing ICFR con-
trols is performed continuously and is
to be part of the day-to-day operations
for each department’s evaluation and
assessment of the controls and their
effectiveness. Monitoring also aims to

identify weaknesses in the ICFR process, so
that compensating controls can be introduced
and improvements can be made.

LANSFORSAKRINGAR BANK 2013 25




Five-year summary for the Group

SEKM 2013 2012 2011 2010 2009
INCOME STATEMENT

Interest income 9,488.7 10,429.0 9,529.8 5,634.4 5,320.7
Interest expense -7,258.3 -8,357.9 -7,801.5 -4,271.6 -4,172.4
Net interest income 2,230.4 2,071.1 1,728.3 1,362.8 1,148.3
Net commission expense -252.9 -384.9 -416.2 -173.4 -109.6
Dividends received 0.1 0.0 0.0 0.2 0.0
Net gains / losses from financial items -85.7 5.4 9.9 10.0 100.5
Other operating income 211.8 190.3 197.6 168.8 147.5
Total operating income 2,103.7 1,881.9 1,519.6 1,368.4 1,286.7
General administration expenses -1,216.4 -1,133.3 -1,003.1 -899.2 -916.9
Depreciation/amortisation -114.2 -101.6 -82.9 -82.3 -75.5
Total expenses before loan losses -1,330.6 -1,234.9 -1,086.0 -981.5 -992.4
Profit before loan losses 773.1 647.0 433.6 386.9 294.3
Loan losses, net -126.4 -91.3 -48.2 -41.6 -36.6
Profit from participations in associated companies 0.1 - - - -
Profit from banking operations/Operating profit 646.8 555.7 385.4 345.3 257.7
Tax -168.0 -122.7 -87.6 -100.0 -79.9
Net profit for the year 478.8 433.0 297.8 245.3 177.8
BALANCE SHEET

Cash and balances with central banks 108.5 109.4 66.9 84.8 80.5
Treasury bills and other eligible bills 4,881.4 5,222.3 8,341.5 4,170.0 1,999.8
Loans to credit institutions 5,957.9 2,852.9 1,706.1 1,529.8 3,215.9
Loans to the public 162,003.2 149,941.9 134,011.3 117,910.2 99,581.6
Bonds and other interest-bearing securities 35,200.6 32,684.7 20,628.2 21,203.3 22,701.1
Shares and participations 87.8 11.0 10.4 10.4 10.4
Shares and participations in associated companies 1.1 0,0 - - -
Derivatives 1,077.0 1,874.8 1,566.7 1,041.9 1,231.9
Fair value changes of interest-rate-risk hedged items in portfolio hedge 550.8 878.1 709.9 140.6 767.9
Intangible assets 397.1 445.8 438.6 372.7 329.8
Property and equipment 11.6 9.2 9.7 13.1 18.1
Deferred tax assets 9.2 12.3 6.0 3.1 2.2
Other assets 571.1 558.6 251.2 254.4 265.0
Prepaid expenses and accrued income 2,601.5 2,558.2 2,309.9 1,799.5 1,092.4
Total assets 213,458.8 197,159.2 170,056.4 148,533.8 131,296.6
Due to credit institutions 1,599.9 1,062.9 2,192.0 5,212.3 21,232.4
Deposits and funding from the public 69,220.0 62,396.3 49,610.2 41,590.1 37,365.0
Debt securities in issue 123,634.9 114,263.3 101,279.5 89,248.0 62,016.2
Derivatives 2,780.3 3,104.0 2,458.2 2,093.6 1,195.2
Fair value changes of interest-rate-risk hedged items in portfolio hedge 645.9 2,176.6 1,836.6 -392.4 762.1
Deferred tax liabilities 143.7 83.1 58.7 72.9 65.3
Other liabilities 739.9 1,282.4 991.2 780.6 652.6
Accrued expenses and deferred income 4,090.2 4,112.2 3,791.6 3,130.9 2,046.0
Provisions 15.9 16.8 16.3 18.9 17.6
Subordinated liabilities 2,299.7 1,489.7 1,489.7 1,250.0 1,250.0
Equity 8,288.4 7,171.9 6,332.4 5,528.9 4,694.2
Total liabilities and equity 213,458.8 197,159.2 170,056.4 148,533.8 131,296.6
KEY FIGURES

Return on equity, % 6.7 6.3 4.8 5.0 4.2
Return on total capital, % 0.31 0.30 0.24 0.24 0.22
Investment margin, % 1.06 1.11 1.07 0.93 0.96
Cost/income ratio before loan losses 0.63 0.66 0.71 0.72 0.76
Cost/income ratio after loan losses 0.69 0.70 0.75 0.75 0.80
Core Tier 1 ratio according to Basel II, % 14.7 13.1 11.5 11.1 11.6
Core Tier 1 ratio according to transition rules, % 8.4 7.6 7.6 7.7 7.7
Core Tier 1 ratio according to Basel I11V,% 14.4 - - - -
Tier 1 ratio according to Basel II, % 14.7 13.7 12.1 11.8 12.5
Tier 1 ratio according to transition rules, % 8.4 7.9 8.0 8.2 8.2
Tier 1 ratio according to Basel |1V, % 14.4 - - - -
Capital adequacy ratio according to Basel II, % 18.7 15.6 14.0 13.5 14.8
Capital adequacy ratio according to transition rules, % 10.6 9.1 9.3 9.4 9.7
Capital adequacy ratio according to Basel I11V,% 19.1 - - - -
Percentage of impaired loans, % 0.23 0.19 0.17 0.17 0.21
Reserve ratio in relation to loans, % 0.25 0.21 0.21 0.24 0.30
Loan losses in relation to lending, % 0.08 0.06 0.04 0.03 0.04

U According to Lansférsakringar Bank's current interpretation of the regulations.
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Consolidated income statement

Consolidated balance sheet

Dec 31, Dec 31,
SEKM Note 2013 2012 SEKM Note 2013 2012
Interest income 5 9,488.7 10,429.0 ASSETS
Interest expense 6 -7,258.3 -8,357.9 Cash and balances with central banks 108.5 109.4
Net interest income 2,230.4 2,071.1 Treasury bills and other eligible bills 19 4,881.4 5,222.3
Loans to credit institutions 20 5,957.9 2,852.9
Dividends received 7 0.1 0.0 -
Loans to the public 21,22 162,003.2 149,941.9
Commission income 8 1,140.0 984.2 - - —
Bonds and other interest-bearing securities 23 35,200.6 32,684.7
Commission expense 9 -1,392.9 -1,369.1 —
Shares and participations 24 87.8 11.0
Net gains / losses from financial items 10 -85.7 5.4 . -
Shares and participations in associated
Other operating income 11 211.8 190.3 companies 25 1.1 0.0
Total operating income 2,103.7 1,881.9 Derivatives 26 1,077.0 1,874.8
Fair value changes of interest-rate-risk
Staff cost 12 -426.6 -397.0
att costs hedged items in portfolio hedge 27 550.8 878.1
Other administrati 13, 14,15 -789.8 -736.7 -
er administration expenses Intangible assets 28 397.1 445.8
Total administrati -1,216.4 -1,133.7 -
ota’ administration expenses Property and equipment 29 11.6 9.2
Depreciation/amortisation and impairment of Deferred tax assets 30 9.2 12.3
property and equipment/intangible assets 16 -114.2 -101.6 Other assets 31 571.1 558.6
Total operating expenses -1,330.6 -1,235.3 Prepaid expenses and accrued income 32 2,601.5 2,558.2
Profit before loan losses 773.1 646.6 TOTAL ASSETS 213,458.8 197v159_2
Loan losses, net 17 -126.4 -91.3 LIABILITIES AND EQUITY
Profit from participations in Due to credit institutions 33 1,599.9 1,062.9
associated companies 0.1 - N N N
Deposits and funding from the public 34 69,220.0 62,396.3
Operating profit 646.8 555.3 .
Debt securities in issue 35 123,634.9 114,263.3
Tax 18 -168.0 -122.6 —
Derivatives 26 2,780.3 3,104.0
Net profit for the year 478.8 432.7 N N N
Fair value changes of interest-rate-risk
hedged items in portfolio hedge 27 645.9 2,176.6
Deferred tax liabilities 30 143.7 82.9
; . . Other liabilities 36 739.9 1,282.4
Consolidated statement of comprehenswe income Accrued expenses and deferred income 37 4,090.2 4,112.2
--------------------------------------------------------------------------------------------------------------------- Provisions 38 15.9 18.0
Subordinated liabilities 39 2,299.7 1,489.7
SEKM Note 2013 2012 Total liabilities 205,170.4 189,988.3
Net profit for the year 478.8 432.7
L Equity 41
Other comprehensive income 41
Share capital 954.9 954.9
Items that may subsequently be Other capital contributed 6,392.5 5,767.5
transferred to profit and loss Reserves 136.9 123.2
Reclassification of realised securities -17.1 -38.4 Retained earnings 3253 _107.4
Change in fair value of available-for-sale )
financial assets 335 192 Net profit for the year 478.8 432.7
Total it 8,288.4 7,170.9
Tax attributable to items that may subsequently otalequity
be transferred to profit and loss 3.6 14.9 TOTAL LIABILITIES AND EQUITY 213,458.8 197,159.2
Total 28 -42.7 Pledged assets, contingent liabilities
Items that cannot be transferred and commitments 42
to profit and loss Other notes
Revaluation of defined-benefit pension plans 1.1 -3.3 . .
Company information 1
Tax attributable to items that cannot be Accounting policies P
reversed to profit and loss -0.2 0.7 gp -
Total 0.9 26 Risks and cap|tél adequacy 3
Total other comprehensive income for the year, Segment reporting 4
net after tax 13.7 _45.3 Assets and liabilities, foreign currency 40
Comprehensive income for the year 492.5 387.4 Financial assets and liabilities by category 43
Fair value valuation techniques 44
Information offsetting 45
Disclosures on related parties,
pricing and agreements 46
Events after balance-sheet date 47
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Consolidated cash-flow statement (indirect method)

SEKM 2013 2012 SEKM 2013 2012
Cash and cash equivalents, January 1 1,981.3 1,369.7 Non-cash items
. . Depreciation of property and equipment/amortisation
Operating activities of intangible assets 102.8 101.6
Operating profit 646.8 555.7 Depreciation of property and equipment
Adjustment of non-cash items 153.1 168.8 and intangible assets - -
Unrealised portion of net gains from financial items 25.1 -72.5
Change in assets of operating activities -
Impairment of surplus values 2.3 2.3
Change in treasury bills and other eligible bills 319.1 2,762.1 - -
Loan losses, excluding recoveries 5.5 64.6
Change in loans to credit institutions 82.1 -413.7 - -
Change in accrued expense/income -71.7 72.3
Change in loans to the public -12,159.1 -15,997.5 —
Provisions -0.9 0.5
Change in bonds and other interest-bearing securities -2,766.9 -11,836.1 -
Total non-cash items 153.1 168.8
Change in derivatives -13.3 -72.8
Change in other assets -12.6 -307.4 Cash and cash equivalents comprise:
Cash and balances with central banks 108.5 109.4
Change in liabilities of operating activities .
Loans to credit institutions 5,443.0 2,256.0
Change in due to credit institutions B85 -1,293.2 — .
Due to credit institutions -389.5 -384.0
Change in deposits and funding from the public 6,823.8 12,786.1 "
Total cash and cash equivalents 5,162.0 1,981.4
Change in debt securities in issue 8,776.3 13,821.6
Change in other liabilities -214.9 451.3 Interest received 9,5642.2 10,112.9
Change in derivatives 133.1 -105.1 Interest paid 7,350.8 8,164.7
Cash flow from operating activities 2,299.0 519.8 Gross investments -56.5 108.3
Income tax paid - -
Investing activities
Purchase of property and equipment -7.0 55 Cash and cash equivalents is defined as cash and balance at central banks, lending and
Divestment of property and equipment - - due to credit institutions payable on demand, as well as overnight loans and investments
Acquisition of intangible assets 495 102.8 with the Riksbank that mature on the following banking day.
Divestment of other financial assets -76.9 -0.5
Cash flow from investing activities -133.4 -108.8
Financing activities
Shareholders’ contribution received 625.0 742.0
Group contribution paid -397.4 -563.8
Subordinated debt received 787.6 22.4
Amortisation of subordinated debt = -
Cash flow from financing activities 1,015.2 200.6
NET CASH FLOW FOR THE YEAR 3,180.8 611.6
Cash and cash equivalents, December 31 5,162.1 1,981.3
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Consolidated statement of changes in shareholders’ equity

Share Other capital Fairvalue Defined-benefit Retained Net profit
SEKM capital contributed reserve pension plans earnings for the year Total
Opening balance, January 1, 2012 954.9 5,025.5 168.5 - -114.3 297.8 6,332.4
Adjustment for retrospective application of amended IAS 19 1.9 1.9
Adjusted opening balance, January 1, 2012 954.9 5,025.5 168.5 -112.4 297.8 6,334.3
Net profit for the year 432.7 432.7
Other comprehensive income for the year -42.7 -2.6 -45.3
Comprehensive income for the year -42.7 -2.6 432.7 387.4
Resolution by Annual General Meeting 297.8 -297.8 0.0
Group contribution paid -397.4 -397.4
Tax on Group contribution paid 104.6 104.6
Conditional shareholders’ contribution received 742.0 742.0
Closing balance, December 31, 2012 954.9 5,767.5 125.8 -2.6 -107.4 432.7 7,170.9
Opening balance, January 1, 2013 954.9 5,767.5 125.8 -2.6 -107.4 432.7 7,170.9
Net profit for the year 478.8 478.8
Other comprehensive income for the year 12.8 0.9 13.7
Comprehensive income for the year 12.8 0.9 478.8 492.5
Resolution by Annual General Meeting 432.7 -432.7 0.0
Group contribution paid - -
Tax on Group contribution paid - -
Conditional shareholders’ contribution received 625.0 625.0
Closing balance, December 31, 2013 954.9 6,392.5 138.6 -1.7 325.3 478.8 8,288.4

Other capital contributed
Refers to equity that has been provided by the owners.

Reserves

The reserves comprise the accumulated net change in fair value of available-for-sale
financial assets until the asset is derecognised from the balance sheet.

Any impairment losses are recognised in profit and loss.

Retained earnings, including net profit for the year

Retained earnings, including net profit for the year, includes profit in the Parent Company
and subsidiaries. Paid or received Group contributions after tax are also included.
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Notes to the consolidated financial statements

All figures in SEK M unless otherwise stated

COMPANY INFORMATION

The consolidated financial statements for Lansforsakringar Bank AB
(publ) (Corp. Reg. No. 516401-9878) were presented on December 31,
2013. Lansforsakringar Bank AB is a bank registered in Sweden, with its
registered office in Stockholm. The address of the head office is Tege-
luddsvigen 11-13, Stockholm, Sweden. The company is a wholly owned
subsidiary of Lénsforsékringar AB (publ) (Corp. Reg. No. 556549-7020)
with its registered office in Stockholm. The Parent Company in the largest
and smallest Group in which Lansforsiakringar Bank AB (publ) is the sub-
sidiary and in which the consolidated financial statements are prepared is
Lansforsakringar AB (publ), Stockholm. The consolidated financial state-
ments for Lansforsdkringar Bank AB (publ) were approved by the Board
and President for publication on February 20, 2014. Final approval of the
Annual Report will be made by the Parent Company’s Annual General
Meeting on May 12, 2014.

E ACCOUNTING POLICIES

Compliance with standards and legislation

The consolidated financial statements have been prepared according to
International Financial Reporting Standards (IFRS) issued by the Interna-
tional Accounting Standards Board (IASB) and the interpretations of these
standards issued by the International Financial Reporting Interpretations
Committee (IFRIC) as adopted by the EU. In addition, the Swedish Finan-
cial Reporting Board’s (the Reporting Board) recommendation RFR 1 Sup-
plementary Accounting Rules for Groups and the Reporting Board’s state-
ments, certain supplementary regulations in the Swedish Annual Accounts
Act for Credit Institutions and Securities Companies (ARKL) and the regu-
lations and general advice of the Swedish Financial Supervisory Authority
regarding annual accounts for credit institutions and securities companies
(FFFS 2008:25, including amendment regulations) were applied. The Par-
ent Company applies the same accounting policies as the Group except for
the cases described under the Parent Company’s note 2 regarding account-
ing policies. The deviations arising between the Parent Company’s and the
Group’s accounting policies are due to the limitations on the possibility of
applying IFRS in the Parent Company, as a result of the Swedish Annual
Accounts Act and the Pension Obligations Vesting Act and in certain cases
for tax reasons.

Conditions relating to the preparation of the Parent Company’s

and consolidated financial statements

Lansforsdkringar Bank’s functional currency is Swedish kronor (SEK),
which is also the reporting currency of the Parent Company and the Group.
The functional currency is the currency in the primary financial environ-
ments in which the Group companies conduct their operations, which
means that the financial 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 liabilities
are recognised at amortised cost, except for certain financial assets and lia-
bilities that are measured at fair value, see note 44, or when fair value hedge
accounting is applied. Financial assets and liabilities measured at fair value
comprise derivative instruments, financial instruments classified as finan-
cial assets and financial liabilities measured at fair value in profit and loss
or as available-for-sale financial assets. The accounting policies for the
Group stated below have been applied to all periods presented in the con-
solidated financial statements, unless otherwise stated.

Judgements and estimates

The preparation of accounts in accordance with IFRS requires that man-
agement make judgements and estimates, and make assumptions that affect
the application of the accounting policies and the recognised amounts of
income, expenses, assets, liabilities and contingent liabilities presented in
the accounts. These judgements and estimates are based on historical expe-
riences and the best information available on the balance-sheet date. The
actual outcome may deviate from these judgements and estimates. Esti-
mates and assumptions are reviewed regularly. Changes in estimates are
recognised 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 judgements made in the application

of the Group's accounting policies

Corporate management discussed with the Audit Committee the perfor-

mance, selection and disclosures relating to the Group’s significant

accounting policies and estimates, and the application of these policies and
estimates. The critical judgements made in the application and selection of
the Group’s accounting policies are primarily attributable to:

« The selection of categories and valuation techniques for financial instru-
ments. These are described in the paragraph below on financial instru-
ments.

¢ The Group’s remuneration to the regional insurance companies, which
the Group has opted to recognise as commission expense. The regional
insurance companies are compensated for their work with Lansforsék-
ringar Bank’s customer-related matters in each of the regional insurance
companies’ geographic areas. See note 9 Commission expense.

Significant sources of estimation uncertainty

Significant sources of uncertainty in estimates mainly comprise impair-
ment requirements for loan losses. Loans identified on an individual basis
as impaired, and accordingly on which impairment losses are to be recog-
nised, are measured at the present value of future cash flows discounted by
the original effective rate. Information and data collated under the frame-
work of the Group’s Internal Ratings-based Approach model are firstly
used as support in making estimates of expected future cash flows. Such
information is adjusted to a number of factors to provide a neutral estimate
of expected cash flows. Secondly, other models are used based on historical
experience. Any impairment requirements on loans that are not deemed to
require individual impairment loss recognition are identified and assessed
collectively. Firstly, a method is used which is based on the information col-
lated and processed under the framework of capital adequacy work, and
secondly, 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, see the section Loans and credit quality on page 10.

Changed accounting policies caused by new

or amended IFRS and interpretations

The amendments applied by the Group since January 1, 2013 are described
below. Other amendments to [FRS applicable from 2013 did not have any
significant effect on the consolidated financial statements.

Disclosures — Financial instruments

According to the amended IFRS 7, disclosure is to be provided for financial
assets and liabilities that have been offset in the balance sheet, see note 45.
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Presentation of statements of comprehensive income

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 reclassified to net profit for
the period and items that cannot be restated in net profit for the period.
Examples of items that may subsequently be transferred to profit and loss
are translation differences and gains/loss on cash-flow hedges. Items that
cannot be transferred are revaluations of defined-benefit pension plans and
fair value. Comparative figures are presented according to the new presen-
tation format.

Defined-benefit pensions
Effective January 1, 2013, the Group changed from recognising actuarial
gains and losses according to the corridor method to recognising them in
their entirety in other comprehensive income in the period in which they
arise, according to IAS 19 Employee Benefits.

The changes were applied retrospectively in accordance with IAS 8 and
impacted the financial statements for the current period, the preceding
period and accumulated at the start of the comparative period as follows:

SEKM 2012
Change in actuarial gains/loss in other comprehensive income -3.3
Change in tax attributable to items recognised in

other comprehensive income 0.7
Change in comprehensive income for the year -2.6
SEKM Dec 31,2012 Jan1,2012
Change in pension commitments -2.2 -2.6
Change in deferred tax assets 0.5 0.7
Change in reserves 1.7 1.9

Fair value measurement

From January 1, 2013, the Group applies IFRS 13 Fair Value Measure-
ment. This framework contains a fair value hierarchy comprising three
levels of inputs for valuation techniques. The Group started applying this
standard before it came into effect, see note 44 Fair value valuation tech-
niques, which means that it will not have any discernible effect on the
reporting. The Group has CSA agreements with all derivative counterpar-
ties, meaning that the credit risk is small.

New IFRS and interpretations that have not yet taken effect

The new or amended standards and interpretations described below will

not take effect until the next fiscal year, and have not been applied in

advance when preparing these financial statements.

* Amended IAS 32 Financial instruments: Presentation This amendment
clarifies the principles for offsetting financial assets and liabilities. Assets
and liabilities may only be offset in the balance sheet when a legally
enforceable right to set off the amounts exists and the intention is to settle
the item on a net basis, or to realise the asset and settle the liability simul-
taneously. The amendment is to be applied to fiscal years beginning on or
after January 1, 2014 with retrospective application. Amendment appro-
ved by the EU.

* The amendment of IAS 39 (Novation of Derivatives and Continuation of
Hedge Accounting) entails that companies can continue with hedge
accounting despite the counterparty of the derivative contract having
changed due to legislation. The reason for this amendment of OTC deri-
vatives is that the rules have been changed in many countries making it
necessary to “novate” certain OTC derivatives to a central counterparty.
The amendment is to be applied to fiscal years beginning on or after
January 1, 2014 with retrospective application. (The amendment was
approved by the EU in the fourth quarter of 2013).

« IFRS9 Financial Instruments: The IASB has published the first parts of
what will jointly comprise the final version of IFRS 9. The first part add-
resses the classification and measurement of financial assets. The catego-
ries of financial assets under IAS 39 will be replaced by two categories:
measured at fair value or amortised cost. Amortised cost is to be utilised
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for instruments held as part of a business model, the goal of which is to
collect the contractual cash flows. These cash flows are to comprise pay-
ments of principal and interest on the principal outstanding on specified
dates. Other financial assets are to be measured at fair value and the fair
value option under IAS 39 will be retained. Changes in fair value are to
be recognised in profit, except for changes in the value of equity instru-
ments that are not held for trading and for which a decision has been
made to initially recognise the changes in value in other comprehensive
income. In November 2012, the IASB published a proposal for changes
to the adopted rules for the classification and measurement of financial
assets. According to these proposed amendments, which have not yet
been adopted, a company is to measure its financial instruments at fair
value via other comprehensive income under certain conditions. The
IASB has also published the parts of IFRS 9 that pertain to the classifica-
tion and measurement of financial liabilities.

In November 2013, the TASB published the section of IFRS 9 that add-
resses hedge accounting. The purpose of this section is to increase the
usability of financial statements by relaxing the current hedge accounting
requirements provided in IAS 39. The effectiveness requirement of
80-125% currently prescribed by IAS 39 has been removed, as has the
requirement for retrospective effectiveness testing, although the prospec-
tive effectiveness testing remains in place. Effectiveness testing can be
either quantitative or qualitative. IFRS 9 also provides the option of hed-
ging an aggregated exposure (a combination of a derivative and another
exposure that may be designated as a hedged item), which was not pos-
sible under IAS 39. Certain ineffectiveness, called “cost of hedging,” can
be recognised in other comprehensive income and includes: change in
foreign-currency basis spread, the time value component of options and
the forward element of forwards.

The IASB plans to complete the work on correcting the adopted rules for
classification and measurement of financial assets, and the ongoing work
on new rules for the recognition of expected loan losses during the first
half of 2014. The effective date has not yet been decided, but the IASB
has announced that it will not be until at least January 1,2017. The EU
has not yet approved IFRS 9 and, accordingly, advance application of this
standard is not permitted.

On December 31, 2013, the Group had treasury bills and other eligible
bills, as well as bonds and other interest-bearing securities valued at a
carrying amount of SEK 40,082.0 M, of which SEK 384.7 M comprises
accumulated changes in fair value. Most of these items are subject to
hedge accounting. Any reclassification to amortised cost will be made
prospectively, as stipulated by the regulations, which means that pre-
viously accrued earnings will not be affected. A decision regarding
reclassification will not be made until the new hedge accounting regula-
tions have been adopted by the EU. Under IFRS 9, financial liabilities
measured at fair value are to be recognised in other comprehensive
income. The Group’s financial liabilities are recognised at amortised cost,
which is why changes in the regulations will not have any effect on the
reporting.

IFRS 10 Consolidated Financial Statements regards the rules for consoli-
dated financial statements and SIC 12 when a special purpose entity
(SPE) should be consolidated by a reporting enterprise under the consoli-
dation principles. IFRS 10 introduces a new model for the assessment of
whether controlling influences exist for all investments that a company
has, and standardised consolidation procedures. The amendment will not
lead to any change in recognised amounts. IFRS 10 will be applied to fis-
cal years beginning on or after January 1, 2014.

IFRS 12 Disclosure of Interests in Other Entities includes disclosure
requirements for all forms of interests in other entities, including subsidi-
aries, joint arrangements, associates and unconsolidated structured enti-
ties. The aim of this IFRS is to give the reader a description of what type
of company the investment refers to and what type of risks that are asso-
ciated with this kind of investment. Disclosures are also required about
the effect of the investment on the Group’s earnings, financial position
and cash flow. This change will not affect the consolidated financial state-



ments, except possible additional disclosures. IFRS 12 will be applied to
fiscal years beginning on or after January 1, 2014.

« Other than those described above, no other new or revised IFRS and
interpretations that have not yet come into effect are expected to have any
significant effect on the financial statements.

Description of significant accounting policies

Consolidated financial statements

The consolidated financial statements include the Parent Company and all
companies in which Lansforsdkringar Bank directly or indirectly holds a
controlling influence. A controlling influence means the direct or indirect
right to formulate a company’s financial and operational strategies in
order to receive financial benefits. This usually involves a requirement of
more than 50% of the number of votes per participation, although a com-
pany also exercises a controlling influence when it has the right to appoint
the majority of Board members.

The subsidiaries are consolidated according to the purchase method,
entailing that acquisition of a subsidiary is considered to be a transaction
whereby the Group indirectly acquires the subsidiary’s assets and assumes
its liabilities and contingent liabilities. The consolidated cost is determined
on the basis of an acquisition analysis performed when the acquisition
takes place. Intra-Group receivables and liabilities, income and expenses,
and unrealised gains or losses arising from intra-Group transactions
between Group companies are eliminated in their entirety when the consol-
idated financial statements are prepared.

Shareholders’ contributions
Shareholders’ contributions are recognised in the consolidated balance
sheet as Other capital contributed.

Group contributions

Group contributions that have been paid and received are recognised
directly against equity after deductions for their current tax effects since
the Group contributions are accounted for according to the policies of div-
idends and shareholders’ contributions.

Untaxed reserves

Untaxed reserves in the consolidated balance sheet have been divided into
deferred tax liabilities and equity. Changes in deferred tax liabilities due
to changes in untaxed reserves are recognised as deferred tax in the con-
solidated income statement.

Related parties

Legal entities closely related to the Lansforsikringar Bank Group include
companies within the Lansforsakringar AB Group, companies within the
Lénsforsakringar Liv Group, the regional insurance companies, associated
companies of the Lansforsdakringar AB Group and other related compa-
nies, comprising Lansforsdkringar Miklarservice AB, Lansforsdkringar
Fastighetsformedling AB, Lansforsdkringar PE Holding AB (publ), Hum-
legarden Holding I AB, Humlegarden Holding I1 AB, Humlegarden Hold-
ing I1I AB and Humlegarden 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
financial significance of the relationship and not only ownership. Accord-
ingly, this includes the 23 regional insurance companies, with subsidiar-
ies, and 16 local insurance companies, which together own 100% of Léns-
forsakringar AB. The Group has been assigned by the regional insurance
companies to conduct operations 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 efficiency, is to be
produced and provided jointly within the Lansforsidkringar AB Group.

Accounting of associated companies
Associated companies are companies in which the Group has a significant
influence, but not a controlling influence, in operational and financial con-

trol, usually through holdings of participations of between 20% and 50%
of the number of votes. Participations in associated companies are recog-
nised in the consolidated financial statements in accordance with the
equity method from the date on which the significant influence was
obtained. The equity method entails that the value of the shares in the
associated companies recognised in the Group corresponds to the Group’s
participations in the associated companies’ equity and consolidated good-
will as well as any other remaining values of consolidated surpluses or
deficits. Dividends received from associated companies reduce the carry-
ing amount of the investment. The Group’s participations in associated
companies’ net profit after tax and non-controlling interests adjusted for
any depreciation/amortisation, impairment or dissolution of acquired sur-
pluses or deficits are recognised in profit and loss.

A difference arising from the acquisition between the cost of the holding
and the owner company’s share of the net fair value of the associated com-
pany’s identifiable assets, liabilities and contingent liabilities are recog-
nised in accordance with IFRS 3 Business Combinations.

When the Group’s share of recognised losses in the associated company
exceeds the carrying amount of the participations in the Group, the value of
the participations is reduced to zero. Losses are also deducted against long-
term financial balances without collateral, which in their financial signifi-
cance comprise the portion of the owner company’s net investment in the
associated company. Continued losses are not recognised unless a com-
pany in the Group has provided guarantees to cover losses arising in the
associated company. The equity method is applied until the date on which
the significant influence ceases. Unrealised gains arising from transactions
with associated companies are eliminated to the extent corresponding to
the participation in the company owned by the Group. Unrealised losses
are eliminated in the same manner as unrealised gains, but only to the
extent that no impairment requirement exists.

The reporting dates and accounting policies for associated companies
are the same as those applied in the Group.

Operating segments

The Group’s division of operating segments corresponds to the structure
of the internal reports that the Group’s chief operating decision maker uses
to monitor the operations and allocate resources between operating seg-
ments. The Group identified executive management as the Group’s chief
operating decision maker. Accordingly, for the Lansforsakringar Bank
Group, the reports on the earnings of the various segments of the opera-
tions that are received by executive management form the basis of segment
reporting. The legal Group structure represents the internal reporting to
the President of the Bank Group, meaning that each legal entity comprise
asegment.

The Bank Group comprises the Parent Company Léansforsikringar
Bank AB, and the wholly owned subsidiaries Lansforsakringar Hypotek
AB, Wasa Kredit AB and Lansforsékringar Fondférvaltning AB.

The Banking Operations segment is Lansforsakringar Bank AB’s busi-
ness activities, comprising deposits, some funding, payment mediation and
lending that is not first-lien mortgages on residential properties. The Mort-
gage Institution segment is the Lansforsakringar Hypotek AB’s business
activities, comprising retail mortgage lending of up to 75% of market value
at the borrowing date and funding by issuing covered bonds.

The Finance Company segment is Wasa Kredit AB, which conducts the
Bank Group’s leasing operations. The company also offers hire purchase
financing and unsecured loans. The Mutual Funds segment is Lans-
forsakringar Fondforvaltning AB, which manages 30 funds with different
investment orientations.

Pricing between the Group’s segments is based on market conditions.
Segment information is provided only for the Group in accordance with
IFRS 8.

The Group has no single customer that, by itself, accounts for 10% or
more of the Group’s income and thus meets the information requirements
stipulated in item 34 of IFRS 8.
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Transactions in foreign currency

Transactions in foreign currency are translated to the functional currency
at the exchange rate in effect on the date of the transaction. Monetary
assets and liabilities in foreign currency are translated to the functional
currency at the exchange rate in effect 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 trans-
lation of balance-sheet items in foreign currency are recognised in profit
and loss as exchange-rate gains or exchange-rate losses.

Income

Income is recognised when:

« the income can be calculated in a reliable manner,

 itis probable that the financial benefits related to the transaction will
accrue to the Group,

« 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, interest expense and dividends

Interest income and interest expense presented in the income statement
comprise interest on financial assets and liabilities that is valued at amor-
tised cost, including interest on impaired loans, and interest from avail-
able-for-sale financial assets.

Interest income from financial assets measured at fair value in profit and
loss according to the fair value option is also recognised here. For interest-
rate derivatives that hedge financial assets, paid and accrued interest is rec-
ognised as interest income, and for interest-rate derivatives that hedge
financial liabilities, these are recognised as part of interest expense. Unre-
alised changes in the value of derivatives are recognised in the item Net
gains from financial 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
application 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, allo-
cated 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. Dividends from shares
and participations are recognised in the item Dividends received once the
right to receive payment has been established.

Commission income and commission expense

Commission income is attributable to various types of services provided
to customers. The manner in which the commission income is recognised
depends on the purpose for which the fee was charged. The fees are recog-
nised in income in line with the provision of the services or in conjunction
with the performance of a significant activity. Fees charged continuously,
such as advising fees and financial guarantees, are recognised as income
in the period in which the service was provided. Fees charged for signifi-
cant activities, for example securities commission and card commission,
are recognised in income when the activity has been completed. Commis-
sion expense is dependent on the transaction and is recognised in the
period in which the services are received. Commission expense attribut-
able to financial assets or financial liabilities not measured at fair value in
profit and loss comprises commission to the regional insurance companies.

Net gains from financial items

The item Net gains from financial items contains the realised and unre-
alised changes in value that occurred as a result of financial transactions.
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Capital gains/losses on the divestment of financial assets and liabilities,
including interest compensation received when customers pay loans pre-
maturely, are recognised in this item. This item also includes realised and
unrealised changes in the value of derivative instruments which are finan-
cial hedging instruments, but for which hedge accounting is not applied,
and unrealised changes in the fair value of derivatives to which fair value
hedge accounting is applied, and unrealised changes in fair value of
hedged items with regard to hedged risk in the fair value hedge. The inef-
fective portion of the hedging instrument and exchange-rate changes is
also recognised as Net gains/losses from financial items. Net profit/loss on
transactions measured at fair value in profit and loss does not include
interest or dividends. Realised profit and loss is calculated as the differ-
ence between the purchase consideration received and the value in the bal-
ance sheet at the time of the sale.

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

Other operating income

Income from assignments is recognised when the financial outcome of
performed assignments can be reliably calculated and the financial bene-
fits accrue to the Group. 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. Amounts received on behalf of another
entity are not included in the Group’s income. The criteria for income rec-
ognition are applied individually to each transaction.

Remuneration of employees

Current remuneration

Current remuneration of employees is calculated without discount and
recognised as an expense when the related services are received. The
Group recognises the anticipated cost of bonus payments and other vari-
able remuneration when there is a legal or informal duty to make such pay-
ments as a result of services received from employees and the obligation
can be reliably calculated.

Remuneration after termination of employment

Pension plans

The Group utilises defined-contribution and defined-benefit pension
plans. These plans are usually financed through payments from the
respective Group company. The Group is generally covered by the FTP
plan, which does not depend on any payments from employees. Pension
commitments are recognised and measured in accordance with IAS 19
Employee Benefits.

Defined-benefit pension plans

There is only one defined-benefit pension plan in the Bank Group. This is
a pension agreement from 2006 for the insurance industry, by which per-
sons born in 1955 or earlier can voluntarily retire from age 62. The terms
and conditions of this plan are designed such that the pension comprises
about 65% of the pensionable salary at age 62. The Group’s net commit-
ments for defined-benefit pension plans are calculated separately for each
plan by making an estimate of the future remuneration that the employees
will have earned over their employment in both current and earlier peri-
ods. This remuneration is discounted at a present value. The discount rate
is the interest rate on the balance-sheet date of a high-quality corporate
bond with a term corresponding to that of the Group’s pension commit-
ments. When there is no well-functioning market for such corporate
bonds, the market interest rate on mortgage bonds with a corresponding
term is used instead. The calculation is performed by a qualified actuary
by applying the Projected Unit Credit Method. Actuarial gains and losses
may arise in conjunction with the determination of the present value of the
commitments. These gains and losses arise either because the actual out-
come deviates from the earlier assumption or because the assumptions are
changed. Revaluation effects comprise actuarial gains and losses. Revalu-
ation effects are recognised in other comprehensive income. The carrying



amount of pensions and similar commitments recognised in the balance
sheet corresponds to the present value of the commitments at year-end.
When the remuneration in a plan improves, the share of the increased
remuneration attributable to the employee’s service in previous periods is
recognised directly as an expense in profit and loss. When there is a differ-
ence between how the pension cost is determined in the legal entity and in
the Group, a provision or receivable pertaining to a special employer’s
contribution based on this difference is recognised. The present value of
the provision and the receivable is not calculated.

All expenses for defined-benefit pension plans are recognised as staff’
costs in operating profit.

Yield tax recognised is continuously recognised in the period to which
the tax pertains and is thus not included in the liability calculation. For
funded plans, tax is charged on returns on plan assets and is recognised in
other comprehensive income. For unfunded or partly unfunded plans, tax is
charged on net profit for the year.

Defined-contribution pension plans

Defined-contribution pension plans are plans according to which the
Group pays fixed contributions to a separate legal entity and does not have
alegal or informal obligation to pay additional contributions.

The Group’s payments of defined-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 defined-benefit pension plan. According to IAS 19, this
pension plan entails that a company, as a rule, recognises its proportional
share of the defined-benefit pension commitment and the plan assets and
expenses associated with the pension commitment. Disclosure is also to be
presented in the accounts according to the requirements for defined-benefit
pension plans. FPK is currently unable to provide necessary information
which is why the pension plans above are recognised as a defined-contribu-
tion plan in accordance with item 30 of IAS 19. Also, no information is
available on surpluses and deficits in the plan or whether these surpluses
and deficits 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 Group is demonstrably obligated,
without a realistic possibility of revocation, by a formal detailed plan to
terminate employment before the normal time. When remuneration is pro-
vided as an offer to encourage voluntary redundancy, an expense is recog-
nised 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 Group’s assets are assessed on every balance-
sheet date to determine whether there are any indications of impairment.
IAS 36 is applied to impairment assessments for assets that are not tested
according to any other standard. These include financial assets tested in
accordance with IAS 39 Financial Instruments: Recognition and Mea-
surement, and deferred tax assets tested in accordance with TAS 12
Income Taxes. The carrying amounts of the exempted assets above are
tested according to the respective standard. The Group continuously
assesses assets that are not tested for impairment according to other stan-
dards if there are any indications that the assets have declined in value. If
there is an indication of an impairment requirement, the recoverable
amount of the asset is calculated in accordance with IAS 36. An impair-
ment loss is recognised when an estimated recoverable amount falls below
the carrying amount of the asset.

Loan losses
The item Loan losses comprises confirmed and probable loan losses. Con-
firmed 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 con-
firmed. Probable loan losses are reversed when no impairment require-
ment is deemed to exist. Only the Bank Group’s share of confirmed loan
losses is recognised. The regional insurance companies’ share of con-
firmed loan losses is settled through remuneration to the regional insur-
ance companies and is recognised on the line “Loan losses.”

Tax

Income tax comprises current tax and deferred tax. Income tax is recog-
nised in profit and loss, except when the underlying transaction is recog-
nised in other comprehensive income, whereby the related tax effect is rec-
ognised in other comprehensive income, or when the underlying transac-
tion is recognised directly against equity with the related tax effect recog-
nised in equity.

Current tax is tax that is to be paid or received in the current year, with
the application of the tax rates established or decided in practice on the bal-
ance-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 differences are not taken
into consideration:
 First reporting of assets and liabilities that are not acquisitions of opera-

tions and, at the time of the transaction, do not affect recognised or taxa-

ble earnings.
» Temporary differences attributable to participations in subsidiaries not
expected to be reversed in the foreseeable future.

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 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 receivables,
interest-bearing securities, derivatives with positive market value and
shares and participations. Financial liabilities include debt securities in
issue, derivatives with negative market value, deposits and accounts pay-
able. The policies of the Group concerning financial risk are described in
the section Risk and capital management in the Board of Directors’
Report.

Recognition and derecognition in the balance sheet

A financial asset or financial liability is recognised in the balance sheet
when the company becomes party to this in accordance with the instru-
ment’s contractual conditions. A financial liability is derecognised from
the balance sheet when the rights in the contract are realised, expire or the
company loses control of them. A financial liability is derecognised from
the balance sheet when the obligation in the contract is met or extin-
guished in another manner.

Financial assets and financial liabilities 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 equi-
ties markets are recognised in the balance sheet on the transaction date,
which is the time when the significant risks and rights are transferred
between the parties. Deposits and lending transactions are recognised on
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the settlement date. Loan receivables are recognised in the balance sheet
when the loan amount is paid to the borrower. Loan commitments are rec-
ognised as a commitment in note 42.

In genuine repurchase transactions, the asset remains in the balance
sheet of the selling party and payments received are recognised as liabili-
ties. 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 financial instruments be measured at fair value
when recognised in the balance sheet. A transaction cost is added to finan-
cial instruments that are not continuously measured at fair value.

The continuous measurement may be at fair value, cost or amortised
cost depending on the category to which the instrument belongs, see the
section Classification below. For instruments that are not continuously
measured at fair value, there is the option of selecting fair value as the mea-
surement policy, known as the fair value option. The company did not uti-
lise this policy in 2013.

Methods for determining fair value

Financial instruments listed on an active market

For financial instruments listed on an active market, fair value is deter-
mined based on the listed buying-rate of the asset on the balance-sheet
date with no additions for transaction costs, for example, brokerage com-
mission, on the acquisition date. A financial instrument is considered to be
listed on an active market if listed prices are readily available on an
exchange, from a trader, broker, industry organisation, company provid-
ing up-to-date price information or regulatory authority, and these prices
represent actual and regularly occurring market transactions based on
commercial terms. Any future transaction costs arising in conjunction
with divestments are not taken into account. The fair value of financial lia-
bilities is determined based on the listed selling rate. Instruments listed on
an active market 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 financial instrument is not active, the company deter-
mines the fair value by using a valuation technique. The valuation tech-
niques applied are based on market data as far as possible, whereas com-
pany-specific information is used as little as possible. The company regu-
larly calibrates its valuation techniques and tests their validity by compar-
ing 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 val-
uation techniques used for OTC derivatives comprise analyses of dis-
counted cash flows.

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 continuously based on changes that
occur in the underlying market-risk parameters.

Holdings of unlisted equities are recognised at cost for cases in which it
is not possible to determine fair value reliably. The reason that it may not be
possible to measure the fair value of these holdings reliably is that corpo-
rate management believes that uncertainty surrounding future cash flows
and the risk adjustment required to the discount rate is too great. The com-
pany does not intent to divest its unlisted equities in the near future. The
carrying amount of unlisted equities whose fair values could not be reliably
measured totals SEK 11.0 M (10.4).

Classification

A financial instrument is classified on initial recognition on the basis of
the purpose of the acquisition of the instrument, but also on the options
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contained in IAS 39. The classification determines how the financial
instrument is measured after the initial recognition as described below.

Financial assets measured at fair value in profit and loss

This category comprises two sub-groups: Financial assets held for trading
and other financial 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 profit and loss. Transaction costs are expensed imme-
diately. Financial assets held for trading are derivatives that are financial
hedging instruments, but for which hedge accounting is not applied. This
category is not used for any other purpose.

Loans and receivables

Loans and receivables are financial assets that are not derivatives, that
have fixed or determinable 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 and credit
quality on page 10.

Held-to-maturity investments

Held-to-maturity investments are financial assets and comprise interest-
bearing securities with fixed 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 financial assets

The category of available-for-sale financial assets includes financial assets
that the company initially decided to classify in this category or financial
assets that have not been classified in any other category.

This category includes the Group’s liquidity surplus and holdings of
shares and participations that are not recognised as subsidiaries.

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

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

Financial liabilities measured at fair value in profit and loss

This category includes financial liabilities held for trading and other finan-
cial liabilities that the company has initially decided to place in this cate-
gory according to the fair value option. The company’s holding for trading
comprises derivatives that are financial hedging instruments, but to which
hedge accounting is not applied.

Other financial liabilities

All of the bank’s financial 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, see the section Hedge accounting below.

Hedge accounting
The bank’s derivative instruments, which comprise interest-rate and
cross-currency swaps, and purchased interest caps, have been acquired in



their entirety to hedge the risks of interest and exchange-rate exposure
arising during the course of operations. All derivatives are measured at
fair value in the balance sheet. To avoid undesirable earnings effects due to
financial hedges, the bank has chosen to apply hedge accounting.

The hedge-accounting strategy defined and applied by the company is
hedging of fair value in the funding and loan 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
profit and loss for both the hedging instrument and the hedged item. The
change in the value of the derivative is recognised in profit and loss together
with the change in the value of the hedged item in profit and loss under the
item Net gains from financial items at fair value. Unrealised changes in the
value of hedging instruments are recognised in the item Net gains from
financial items. Interest coupons (accrued, received and paid) are recog-
nised 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 portfolio
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 addition, it
is required that the hedge effectively protects the hedged item, that hedge
documentation is prepared and that the effectiveness can be measured reli-
ably. Hedge accounting can only be applied if the hedge relationship can be
expected to be highly effective and subsequently to have had an effective-
ness 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 profit and loss. For a small number of
financial hedges for which the earnings consequence of not applying hedge
accounting is deemed more limited, hedge accounting is not applied due to
the extra administrative work involved in hedge accounting.

Financial hedges comprise currency risk associated with funding and
hedging of interest-rate risk in bonds that carry fixed interest rates. The
Group also includes hedges with interest-rate ceilings for interest-rate risk
associated with funding at floating interest rates. The loans are recognised
at amortised cost and the interest-rate ceiling is recognised at fair value in
profit and loss.

The portfolio method that is applied implies that the lending and interest
swaps used in the hedging instrument are distributed to various time pock-
ets based on the contractual timing of interest renegotiation or maturity.

Evaluation of hedge relationships occurs at least quarterly on the official
reporting occasions, but can also be carried out monthly if required. Each
identified hedge relationship is expected to be effective over the entire life-
time of the hedge relationship. Effectiveness is tested using two different
methods: one forward-looking (prospective) assessment and one retrospec-
tive evaluation. Ineffectiveness is recognised in profit and loss.

Loans

These assets are measured at amortised cost. Amortised cost is deter-
mined based on the effective rate calculated on the acquisition date.
Accounts receivable and loan receivables are recognised in the amount at
which they are expected to be received, meaning after deductions for any
impairment or provisions.

Impaired loans

A loan receivable is considered impaired if the counterparty has a pay-
ment 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 con-
sidered impaired to the extent that its whole amount is not covered by col-
lateral.

Individual impairments

For loans for which an individual impairment requirement has been iden-
tified, the recoverable amount is valued at the present value of expected
future cash flow discounted by the effective interest rate of the receivable
according to the latest interest-adjustment date.

An individual impairment loss is recognised according to either an indi-
vidual assessment or the statistical model when the counterparty 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. Accord-
ingly, the estimate of the impairment requirement for these individually
identified loans is based on historical experience about cash flows from
other borrowers with similar credit-risk characteristics. For leasing and
hire purchase, an individual assessment is made of the future cash flow of
all customer contracts terminated due to lack of solvency and of non-per-
forming receivables for which an impairment requirement exists.

Collective impairments

Impairment requirements are identified 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 flows has
occurred. Information collected from the framework of the Group’s statis-
tical model and historical data on loan loss levels is used to support assess-
ments of expected future cash flows and collective impairment require-
ments.

For loan receivables in leasing and hire purchase whereby the counter-
party has a payment that is more than 20 days past due but where the coun-
terparty is deemed to be able to fulfil the conditions of the contract, the col-
lective impairment requirement is assessed based on historical experience
about loan losses from other borrowers with similar credit characteristics.

Takeover of collateral

The banking and mortgage operations took over collateral of very insig-
nificant value. The collateral is directly sold in the event of insolvency. For
the leasing and hire purchase operations, collateral that can be sold is
taken over. Collateral is valued based on an external valuation and is rec-
ognised under reductions in impairment of loan losses.

Confirmed losses

Confirmed loan losses are those losses whose amount is regarded as
finally established through acceptance of a composition proposal, through
other claim remissions where the assessment is that the possibility of
receiving additional payments is very small, through bankruptcy or after
all of the collateral has been realised. The receivable is then derecognised
from the balance sheet and recognised as a confirmed loss in profit and
loss.

Leasing

Lease agreements are classified in the consolidated financial statements
either as financial or operational leasing. Financial leasing exists if the
financial risks and benefits associated with ownership have essentially
been transferred to the lessee. If this is not the case, then this is a matter of
operational leasing. The Bank Group’s assets that are leased under finan-
cial lease agreements are not recognised as property and equipment since
the risks associated with ownership are transferred to the lessee. Instead,
the lease agreements are recognised as loans to the lessee regarding future
leasing fees. Initially, an amount corresponding to the present value of all
minimum lease payments to be paid by the lessee is recognised and any
guaranteed residual value accrues to the lessor. Payments received from
these agreements are recognised in part as repayment of lease receivables,
and in part as interest income.

Both the Parent Company and the Group are lessees in the form of inter-
nal and external lease contracts classified as operational leading, where
expenses are recognised as rents. In addition, both the Group and Parent
Company are, to a limited extent, lessees of company cars and office equip-
ment. These expenses are recognised in their entirety as rental charges.
These rental changes are recognised straight line over the leasing period.

The carrying amount of leased assets is tested for impairment in accor-
dance with IAS 36 Impairment of Assets at the end of each fiscal year. The
fair value of the asset less selling expenses is calculated and assessed if
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there is an indication of an impairment requirement. If it is not possible to
calculate this value or if fair value is less than the carrying amount, an
assessment of the asset’s value in use is also performed. If both these values
are less than the carrying amount an impairment is done to the highest of
fair value and the value in use.

Intangible assets

Intangible assets primarily consists of proprietary and acquired intangible
assets with determinable useful lives that are expected to be of significant
value to the operation in future years. These assets are recognised at cost
less accumulated amortisation and impairment.

Amortisation is commenced when the asset is put into operation. The
Group’s proprietary intangible assets are recognised only if all of the fol-
lowing conditions are fulfilled:

» There is an identifiable asset.

« Itis probable that the developed asset will generate future financial
benefits.

¢ The cost of the asset can be calculated in a reliable manner.

e Itis technically and commercially usable, and sufficient resources exist to
complete the development and thereafter use or sell the intangible assets.

The carrying amount of proprietary intangible assets includes all directly
attributable expenses, such as directly attributable expenses for salaries
and materials. The periods of amortisation are determined based on a use-
ful life that varies between three and 15 years and amortisation takes place
straight-line. The periods of amortisation are not category specific and are
determined individually for each asset. Useful lives are retested at the end
of every fiscal year. Impairment requirements are tested in accordance
with TAS 36 Impairment of Assets. Additional expenses for capitalised
intangible assets are recognised as an asset in the balance sheet only when
these expenses increase the future financial benefits of the specific asset to
which they pertain. All other additional expenses are recognised as an
expense when they arise. Certain product investments are considered to be
long term and have a period of amortisation of 15 years. Impairment test-
ing and the period of amortisation are reviewed annually.

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 financial
benefits 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 accumulated 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 profit and loss. Impairment requirements
are tested in accordance with IAS 36 Impairment of Assets. Useful lives
are retested at the end of every fiscal year.

Useful lives of equipment:

Office equipment 5 years
Improvements to leased premises 5-7 years
Vehicles 5 years
Computer equipment 3-5years
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Provisions

A provision is recognised in the balance sheet when the Group has an
existing legal or informal obligation as a result of an event that has
occurred, and it is probable that an outflow of financial resources will be
required to settle the obligation, and a reliable estimate of the amount can
be made. A provision differs from other liabilities since there is uncer-
tainty regarding the date of payment and the amount for settling the provi-
sion.

A restructuring provision is recognised when an established, detailed
and formal restructuring plan exists, and the restructuring process has
either commenced or been publicly announced. No provisions are estab-
lished for future operating expenses. When the effect of a payment is signif-
icant, provisions are calculated through the discounting of the anticipated
future cash flow at an interest rate before tax that reflects 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 commitment
originating from events that have occurred and whose occurrence is con-
firmed 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
probable that an outflow of resources will be required.

Loan commitments

A loan commitment can be:

e 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

¢ Aloan agreement in which both the company and the borrower are sub-
ject 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 irrevo-
cable loan guarantees are valid for three months and recognised as a com-
mitment under memorandum items. The right to cancel a loan commit-
ment is retained if the customer’s credit rating has diminished on the date
of payment, which is why no probable loan losses have arisen.

Financial guarantees

Guarantee agreements issued by the company, which comprise leasing
guarantees and credit guarantees, entail that the company has a commit-
ment to compensate the holder when the holder incurs a loss due to a spe-
cific debtor not making due payments to the holder in accordance with
original or changed contractual conditions.

Financial guarantee agreements are initially recognised at fair value,
which normally means the amount that the company received as compen-
sation for the guarantee issued. When the agreement is subsequently val-
ued, the liability for the financial guarantee is recognised at the higher of
the amounts to be recognised under IAS 37 Provisions, Contingent Liabili-
ties and Contingent Assets and the amount that was originally recognised
less deductions for accumulated allocations, recognised in accordance with
IAS 18 Revenue.



RISKS AND CAPITAL ADEQUACY

The Group is exposed to risks that are managed in accordance with the
guidelines and risk limits produced to meet the risk appetite expressed by
the Board. Risk management is performed by the employees working in
the banking operations as a natural part of ongoing work, and are moni-
tored by the Group’s independent risk control function. Accordingly, dual-
ity in risk management is achieved and risk awareness is prevalent in all
day-to-day business decisions.

The risks to which the Group is primarily exposed are defined in the
table below. As a supplement to these definitions, a qualitative description
has been prepared, in which the boundaries in relation to closely related
risks, managing risk with risk-reduction measures and future risk expo-
sure are also presented.

Credit risk Credit risk consists of the counterparty’s inability to fulfil its

commitments and whereby the Group is affected by a financial
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 defined as the risk that the Group, due to insufficient
cash funds, will be unable to fulfil its commitments or only be able
to fulfil its commitments by funding at a significantly higher cost

than normal or by divesting assets at a substantial deficit price.

Business risks Business risk comprises earnings risk, strategic risk and

reputation risk.

Operational Operational risk is defined as the risk of losses arising due to

risks inappropriate or inadequate internal processes, human error,
incorrect systems or external events. Operational risk also includes
legal risk and compliance risk.

Risk-management system
The Group’s risk management follows the division of roles and responsi-
bilities according to the three lines of defence:

The first line of defence pertains to all risk-management activities car-
ried 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 com-
plying with internal rules regarding the Group’s risk-management system.

The second line of defence pertains to the Risk Control and Compliance
functions, which establish principles and frameworks for risk manage-
ment. Risk Control checks that there is adequate risk awareness and accep-
tance 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, sys-
tems and tools necessary for maintaining ongoing risk management.

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

Combined, this organisation ensures that the Board has an objective and
clear understanding of the overall risk profile of the operations.

The Board is responsible for ensuring that an efficient risk-manage-
ment system is in place and that it is customised to the Group’s risk toler-
ance and risk appetite. The Board approves all significant elements of the
internal models used within the bank and is also responsible for ensuring
that regulatory compliance and risks are managed in a satisfactory man-
ner through the Group’s Compliance, Risk Control and Internal Audit
functions.

The President is responsible for ensuring that daily management takes
place in accordance with the strategies, guidelines and governance docu-
ments established by the Board. The President also ensures that the meth-

ods, models, systems and processes that form the internal measurement
and control of identified risks work in the manner intended and decided by
the Board. The President’s responsibility also includes establishing more
detailed regulations for the risk-management system within the frame-
work determined by the Board. The President is to continuously ensure
that each unit, including Risk Control, reports to the Board. The President
is the Chairman of the Asset Liability Committee (ALCO), which follows
up on capital and financial matters arising in the Group.

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 banking operations. The individual responsible for Risk Con-
trol is the Chief Risk Officer (CRO) who is directly subordinate to the
President and reports directly to the President and Board. Risk Control’s
areas of responsibility are defined and documented in an instruction pre-
pared by the President.

As aresult, this ensures that the Group has an effective and robust sys-
tem for risk management, which allows continuous evaluation and assess-
ment of the risks associated with the business activities. The system is an
integrated part of the decision-making processes and contributes to
achieving the operational targets with a high degree of security.

Furthermore, the risk-management system contains strategies, pro-
cesses and reporting procedures necessary for continuously identifying,
measuring, monitoring, managing and reporting the risks associated with
the business activities.

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

The Group manages and evaluates its exposure to the risks to which its
operations are exposed on the basis of:
¢ Clear and documented internal procedures and control systems.

e Clearly defined and documented responsibilities and authorities.

* Risk-measurement methods and systems support that are customised to
the requirements, complexity and size of the operations.

» Regular incident reporting of the operations according to a documented
process.

» Sufficient resources and expertise for attaining the desired level of qual-
ity 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 and Board.

The instruction for operational risks also contains the criteria for dividing

the operations and income indicators among the relevant business areas.

Credit risk

Credit risk is defined as the risk of losses occurring as a result of a counter-
party not being able to fulfil its commitments to the Group and the risk
that the counterparty’s pledged collateral will not cover the company’s
receivables. The Group calculates credit risks for loans to the public in
accordance with the Internal Ratings-based Approach (IRB), except for
Wasa Kredit in which only household lending is calculated in accordance
with the IRB Approach. The Standardised Approach is used for other
exposure classes. The loan portfolio consists entirely of loans in Sweden.
For more information regarding credit risks and credit quality, see Loans
and credit quality on page 9.

The loan portfolio largely comprises mortgages, mainly with single-
family homes as collateral. The high number of exposures are relatively
small, meaning that the bank does not have any large exposure to concen-
tration risk. Significant product concentration is found in mortgages.
However, this product concentration is in line with the Group’s stated risk
tolerance and is continuously taken into account in scenarios by separate
stress testing of the market values of the properties. The bank has a highly
diversified geographic distribution since business activities are conducted
in all parts of Sweden.

The bank is to be well-equipped to avoid concentration risks even in the
future. For this, the bank has a robust loan-origination process with deci-
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sions largely based on internal credit-risk models. A comprehensive pro-
cess is also applied when introducing new products and sub-markets.

Credit process

The banking operations carry out balanced and consistent loan origina-
tion, with a strong system support. Loan origination is to achieve favour-
able and homogeneous credit quality. Origination is primarily targeted
toward retail mortgages for private individuals and small-scale family-
owned agricultural operations with a low risk level. The maximum lend-
ing level for various types of loans and limits for the regional insurance
companies’ loan origination are stipulated in the Board’s guidelines. Deci-
sion-making authorities are dependent on the size of the loans. The bank-
ing operations impose strict requirements in terms of customer selection,
customers’ repayment capacity and the quality of collateral.

Credit scoring almost exclusively takes place supported by a central,
highly automated credit research system, which includes the integrated
sub-processes of quality checks, decision-making steps and risk assess-
ments under the IRB Approach. Loan origination is primarily managed by
the regional insurance companies. The credit rules are established by the
bank’s Board of Directors and apply to all regional insurance companies.
Wasa Kredit manages loan origination for the products offered by Wasa
Kredit.

The regional insurance companies are knowledgeable about their cus-
tomers, possess excellent local market awareness and have a full-service
customer approach that benefits the entire business. The systems support
for integrated risk classification under the IRB Approach, combined with
the knowledge and credit responsibility of the regional insurance compa-
nies, provides excellent conditions for balanced and consistent loan origi-
nation. 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 fur-
ther develop the quantification of credit risks. Specifically, the IRB system
is used in conjunction with:

e Credit process for risk assessment and credit-granting decisions

» Calculation of portfolio reserves

« Calculation of risk-adjusted returns

* Monitoring and reporting to management and the Board

» Calculation of capital requirement

» Capital allocation

Some of the core concepts in the IRB system are described below. The
probability of default (PD) is the probability that a counterparty unable to
meet its undertaking to the bank within 12 months.

A PD is initially calculated for each counterparty and is to reflect the
average proportion of default over several cycles. The counterparties are
ranked and grouped according to a PD scale comprising 11 risk classes
(grades) for non-defaulted counterparties and one risk category for
defaulted counterparties.

Exposure at default (EAD) is the exposure amount that the counter-
party is expected to utilise upon default. For commitments completely
within the balance sheet, EAD is defined as capital liability and accrued
and past due unpaid interest and fees. For commitments off the balance
sheet, EAD is calculated by multiplying the counterparty’s total granted
amount by a conversion factor (CF). These estimates are calculated on the
basis of internal information regarding degree of realisation, degree of
utilisation and products.

The Group’s credit exposure according to the risk-classification scale is
presented below. The results show a stable distribution of exposure, with
87% (88) of exposure found in the 1-5 PD grades and deemed to have a PD
of less than 1%.
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Dec 31, Dec 31,
PD grade, SEK M PD (%) 2013 2012
1 0.05 17,753 15,385
2 0.10 21,389 21,665
3 0.20 40,971 37,826
4 0.40 34,016 31,167
5 0.80 23,650 22,357
6 1.60 9,755 8,052
7 3.20 4,591 3,884
8 6.40 2,512 2,323
9 12.80 1,556 1,482
10 25.60 819 755
11 51.20 564 615
Default 100.00 856 753
Total IRB Approach 158,432 146,264
Non IRB classified ! 3,993 4,003
Loans to the public, gross 162,425 150,267

DThis item includes a time-limited exemption from IRB that pertains to exposure in one customer
segment with Wasa Kredit.

Credit quality

The loan portfolio exclusively consists of loans in Sweden and 71% (71)
comprises retail mortgages, meaning lending for private housing in the
form of single-family homes and tenant-owned apartments. First-lien
mortgages with loan-to-value ratios amounting up to 75% of the market
value at the time of origination account for the largest percentage of retail
mortgages. Low loan-to-value ratios, combined with a favourable geo-
graphic distribution and local presence, are the core pillars in ensuring that
the loan portfolio maintains a high level of credit quality. The rules regard-
ing loan origination for mortgages have also been tightened with a maxi-
mum loan-to-value ratio of 85%. The average exposure of retail mortgages
per counterparty is SEK 1.0 M and only 9% amounts to more than SEK 3 M.

Loans to the agricultural segment accounted for 13% (13) of the loan
portfolio. The lending segment is a complement to the bank’s mortgages
since a large share pertains to loans to family-owned farming businesses.
Together with mortgages, this segment accounts for approximately 84%
(84) of the total loan portfolio.

Loans for leasing and hire purchase to Swedish households and compa-
nies accounted for 7% (8) of the loan portfolio, and comprise collateral in
ownership reservations and collateral in leased assets. Loans without col-
lateral, comprising unsecured loans and credit card loans, accounted for
4% (4) of lending.

Maximum credit risk exposure not taking into consideration Dec 31, Dec 31,
collateral or any other credit enhancement received, SEK M 2013 2012
Credit risk exposure for items recognised

in the balance sheet

Cash and balances with central banks 108 109
Treasury bills and other eligible bills, etc. 4,881 5,222
Loans to credit institutions 5,958 2,853
Loans to the public 162,003 149,942
Bonds and other interest-bearing securities 35,201 32,985
Derivatives 1,077 1,875
Other assets 571 559
Credit risk exposure for memorandum items

Guarantees 57 55
Loan commitments and other credit commitments 9,319 10,072
Total 219,175 203,672

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



Loan portfolio

Dec 31, 2013 Dec 31, 2012

Lending segment SEKM % SEKM %
Retail mortgages 115,251 71 106,667 71
Agricultural loans 20,657 13 19,257 13
Unsecured loans 6,811 4 6,313 4
Leasing 6,276 4 6,256 4
Hire purchase 5,470 3 5,277 4
Multi-family housing 5,788 4 4,382 3
Industrial properties 589 0 491 0
Other 1,583 1 1,624 1
Loans to the public, gross 162,425 100 150,267 100
Provisions -422 -325

Total 162,003 149,942

Collateral is provided for the loans above in the form of mortgage deeds for retails mortgages, agricultural loans, multi-family housing,and industrial properties, and in the form of object

collateral for leasing and hire purchase.

Distribution of companies in loan portfolio, Retail Unsecured Hire Multi-family Industrial

SEKM mortgages  Agricultural loan Leasing purchase housing properties Other Total
Lansfoérsakringar Hypotek 105,804 0 0 0 0 5,788 589 12 112,193
Lansforsékringar Bank 9,447 20,657 4,519 0 0 0 0 1,571 36,194
Wasa Kredit 0 0 2,292 6,276 5,470 0 0 0 14,038
Total 115,251 20,657 6,811 6,276 5,470 5,788 589 1,583 162,425

Essentially all lending that occurs in Lansforsakringar Hypotek qualifies for inclusion in the covered-bond operations, which are regulated by the Swedish Covered Bonds (Issuance) Act

(2003:1223).

Exposure intervals for mortgages

Dec 31, 2013 Dec 31, 2012

Average Average

commitment, commitment,

SEKM % SEKM SEKM % SEKM

-SEK0.5M 10,719 9 0.3 10,291 10 0.3

SEK 0.5 M-SEK 1.0 M 24,773 22 0.7 23,587 22 0.7

SEK 1.0 M-SEK 2.0 M 47,715 41 1.4 44,168 41 1.4

SEK 2.0 M-SEK 3.0 M 21,669 19 2.4 19,785 19 2.4

>SEK3.0M 10,375 9 3.7 8,836 8 3.8

Total 115,251 100 1.0 106,667 100 1.0
Retail mortgages by collateral Mortgages by county

Dec 31, 2013 Dec 31, 2012 Dec 31, 2013 Dec 31, 2012

Collateral SEKM % SEKM % County SEKM % SEKM %

Single-family and Blekinge 2,058 2 1,926 2

vacation homes 91,272 79 84,803 80 Dalarna 6,242 5 5,835 6

Tenant-owned apartments 23,979 21 21,864 20 Gotland 2,472 2 2,285 2

Total 115,251 100 106,667 100 Gavleborg 4,019 4 3,800 4

Halland 5,872 5) 5,733 5

Jamtland 2,379 2 2,340 2

Jonkoping 4,079 4 3,754 4

Kalmar lan 2,640 2 2,388 2

Kronoberg 1,814 2 1,675 2

Norrbotten 1,415 1 1,262 1

Skane lan 12,961 11 12,200 11

Stockholm 17,347 15 16,361 15

Sodermanland 3,783 3 3,395 3

Uppsala lan 6,294 6 5,834 6

Véarmland 1,589 1 1,453 1

Vésterbotten 3,837 3 3,490 3

Vasternorrland 1,820 2 1,676 2

Vastmanland 4,183 4 3,821 4

Véstra Gotaland 18,878 16 17,357 16

Orebro lan 3,901 3 3,399 3

Ostergdtland 7,668 7 6,683 6

Total 115,251 100 106,667 100
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Exposure intervals for

agricultural loans Dec 31, 2013 Dec 31,2013
Average Average
commitment, commitment,
SEKM  Exposure, % Counterparty, % SEKM SEKM  Exposure, % Counterparty, % SEKM
-SEK1M 1,978 10 60 0.3 1,873 10 61 0.3
SEK 1.0 M-SEK 3.0 M 5,412 26 26 1.8 4,959 26 25 1.8
SEK 3.0 M-SEK8.0M 5,458 26 10 4.7 5,174 27 10 4.7
SEK 8.0 M-SEK 15.0 M 3,562 17 3 10.9 3,287 17 3 10.8
SEK 15 M-SEK 30 M 2,856 14 1 20.1 2,600 13 1 19.8
>SEK30M 1,391 7 0 43.5 1,365 7 0 44.0
Total 20,657 100 100 1.8 19,257 100 100 1.7
Agricultural loans by product Dec 31, 2013 Dec 31, 2012
Average Average
commitment, commitment,
Product SEKM % SEKM SEKM % SEKM
First-lien mortgages 18,312 89 2.3 16,660 86 2.3
Second-lien mortgages 1,681 8 0.5 1,914 10 0.6
Operating credits 664 3 0.1 683 4 0.1
Total 20,657 100 1.8 19,257 100 1.7
Agricultural loans by corporate form Dec 31, 2013 Dec 31, 2012
Average Average
commitment, commitment,
Corporate form SEKM % SEKM SEKM % SEKM
Sole proprietorship 19,670 95 1.8 18,233 95 1.8
Limited liability company 793 4 1.4 865 4 1.5
Partnerships and limited partnerships 154 1 0.9 112 1 0.7
Other corporate forms 40 0 0.7 47 0 0.8
Total 20,657 100 1.8 19,257 100 1.7

Grographic distribution of hire purchase, leasing and unsecured loans

Dec 31, 2013 Dec 31, 2012

Region SEKM % SEKM %
Western Sweden 3,465 19 3,354 19
Eastern Central Sweden 3,747 20 3,495 20
Stockholm 3,737 20 3,575 20
Southern Sweden 2,525 14 2,414 14
Northern Central Sweden 2,165 12 2,222 12
Smaéland and islands 1,461 8 1,391

Northern Norrland 663 3 633 3
Central Norrland 794 4 762

Total 18,557 100 17,846 100

Exposure intervals for hire purchase, leasing and unsecured loans

Dec 31, 2013 Dec 31, 2012

Average Average

commitment, commitment,

Interval SEKM % SEKM SEKM % SEKM
-SEK0.05M 3,011 16 0.01 2,983 17 0.01
SEK 0.05 M-SEK 0.1 M 8,331 18 0.07 3,301 18 0.07
SEK 0.1 M-SEK 0.2 M 4,842 26 0.14 4,637 26 0.14
SEK 0.2 M-SEK 0.5 M 4,003 22 0.29 3,828 22 0.29
>SEK0.5M 3,370 18 1.11 3,097 17 1.09
Total 18,557 100 0.06 17,846 100 0.04
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Impaired loans

Impaired loans amounted to SEK 393 M (298) and the percentage of
impaired loans gross to 0.23% (0.19). Loan losses remained very low at
SEK 126 M (91), net, corresponding to loan losses of 0.08% (0.06).
Impaired loans and loan losses continued to account for a minor percent-
age of total loans.

Counterparty risk

Counterparty risk is defined as the risk that the Group could suffer losses

pertaining to investments in other credit institutions, bank funds or deriv-

ative transactions due to counterparties not fulfilling 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 net accounting of positive and nega-

Group Parent Company tive derivatives, which reduces the risk to the net position per counter-
Impaired loans Dec 31 Dec 31 Dec 31 Dec 31 : .
' ' ' ' arty. For the covered bond operations, ISDA agreements are in place, as
by product, SEK M 2013 2012 2013 2012 P cdbondop g P
- well as accompanying unilateral CSA agreements. CSA agreements
Retail mortgages 25.3 5.4 19.2 2.3 . i . i i .
- involve commitments concerning delivery and receipt of collateral in the
Agricultural loans 71.4 4.1 71.4 4.1 i L
event of changes to the included derivatives’ market values. Each counter-
Unsecured loans 113.6 112.5 87.9 39.1 . K X L.
- party is also assigned a maximum exposure amount. Risk in loans to
Leasing 111.3 115.7 = - L. . - .
- credit institutions is managed by assigning each counterparty a maximum
Hire purchase 46.4 46.5 - - i ) .
o - exposure amount primarily based on rating and term.
Multi-family housing - - - -
Industrial properties - - - - Positive values
Other 25.4 13.7 25.4 13.6 Group Group
Total 393.4 297.9 153.9 59.1 Dec 31, Dec 31,
Derivatives, fair value, SEK M 2013 2012
Non-performing loan Group Parent Company AA-/Aa3 112.7 -
receivables not included Dec 31, Dec 31, Dec 31, Dec 31, A+/A1 127.8 -
in impaired loans, SEK M 2013 2012 2013 2012 A+/A2 _ 518.3
Receivables 10-19 days NAa2 275.7 188.5
past due?) 1.3 0.8 0.8 0.4 : :
- Total 516.2 706.8
Receivables 20-39 days
past due 343.6 472.7 32.2 87.6
Receivables 40-60 days Positive and negative values are recognised at net amount per counterparty.
past due LU0 30.3 o 01 Only positive netted values are included in the table.
Total 354.9 503.8 33.0 88.1
D Excluding Wasa Kredit. Group Parent Company
Bonds and other interest- Dec 31, Dec 31, Dec 31, Dec 31,
bearing securities, SEK M 2013 2012 2013 2012
Non-performing loan receivables . i AAA/Aa 352006 32,6847 19,824.7  14,466.0
not included in impaired loans, Lans- Lans-
SEK M, specified by company, forsakringar forsikringar Wasa Totalt 35,200.6 32,684.7 19,824.7 14,466.0
Dec 31, 2013 Bank Hypotek Kredit Group
Receivables 10-19 days .
past due” 0.8 0.5 0.0 13 Marketrisk _ o _ .
Receivables 2039 days past due 322 134 268.0 343.6 T'he ove'rall framework for the ﬁnancmlvopera.tlons 1.s deﬁned in the Finan-
Receivables 40-60 days past due 0.0 00 10.0 100 cial Policy adopted by the Board. The F~1nan‘01al Pohcy stlpu'lates tbe Board S
Total 33.0 43.9 278.0 354.9 approach to the management of financial risk. The Financial Policy pri-

D Excluding Wasa Kredit.

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. A non-performing loan
receivable has a non-performing payment that is more than nine days and
up to 60 days past due. This analysis pertains exclusively to loans to the
public.

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

Agreements concerning payment plans are made to a limited extent
within the leasing and hire purchase operations if it is deemed beneficial
for the customer and lessor.

marily comprises the management of interest-rate risk and currency risk.

Interest-rate risk

Interest-rate risk arises if assets, liabilities and derivatives do not have
matching fixed-interest periods. Whenever possible, fixed lending should
be matched by means of corresponding funding or through 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 princi-
ple for matching still applies. The Financial Policy defines interest-rate
risk as the effect of a parallel shift in the yield curve of 1 percentage point.
On December 31, 2013, an increase in market interest rates of 1 percentage
point would have resulted in an increase in the value of interest-bearing
assets and liabilities, including derivatives, of SEK 42 M (70). The sensi-
tivity analysis includes both market-valued and non-market-valued inter-
est-bearing items and thus does not describe the expected effects on the
balance sheet or income statement.
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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.
The currency risk pertains to the change in the exchange rate, negative to
the Group.

The Group is exposed to this risk in funding in EUR, CHF, NOK and
USD, see table below. In line with the risk policy, all funding is swapped to
SEK which means that the effect on the income statement is 0 (0) and there
are no effects on equity. In cases where exposure is managed with hedging
according to IFRS, hedging of fair value is used. For further information,
see note 40 Assets and liabilities in foreign currency.

The Group applies a number of supplementary risk measures to market
risk, including Value-At-Risk, sensitivity measures and stress tests.

Liquidity risks

Liquidity risk and financing strategy

The Group is governed based on the liquidity and financing in the business
plan to achieve the Board’s low risk tolerance. The strategy is determined
annually and is reviewed at least every six months and continuously by the
Asset Liability Committee (ALCO), and is updated whenever necessary.
Material deviations are immediately reported to the Board. The manage-
ment of liquidity and financing is assured by effective long-term planning,
explicit functional definitions and a high level of control. A satisfactory
liquidity reserve ensures that sufficient liquidity is always available. The
management and investment of reserves complies with the established
limits set out in the Financial Policy, which comprises the framework of
the financial operations.

Liquidity risk is defined as the risk of the Group, due to insufficient
cash and cash equivalents, being unable to fulfil its commitments or only
being able to fulfil its commitments by funding cash and cash equivalents
at a significantly higher cost. Liquidity risk also refers to the risk of finan-
cial instruments that cannot immediately be converted to cash and cash
equivalents without decreasing in value. Liquidity risks pertaining to the
risk of financial investments decreasing in value are minimised by essen-
tially investing exclusively in high-liquidity instruments in the form of
government securities, covered bonds and mortgage certificates that are
pledgeable at the Riksbank and, if necessary, with the ECB and Federal
Reserve.

Liquidity risks are to be minimised and prevented as far as possible.
Future liquidity requirements and access to funds are secured by prepar-
ing accurate forecasts for the next 12-month period. The liquidity strategy
is specified in a financing plan containing key figures and targets for fulfil-

Currency distribution

ment of the objectives. Liquidity risk limits have been established that
reflect the Group’s risk appetite. The central measure in the management
of liquidity risk comprises the liquidity limit which measures the level of
the survival horizon that the Group is to achieve under both stressed and
normal circumstances by setting a limit on the negative cash flow that may
arise during a certain period of time. To comprehensively analyse liquid-
ity risk, the liquidity limit is supplemented with a number of structural and
quantitative risk measures adapted to the Group’s risk profile that includes
aminimum requirement for unutilised scope (over collateralisation) in the
cover pool for the issuance of covered bonds for the purpose of managing
price drops in the property market. The analysis is prospective and based
on measuring methods accepted in the market, including analysis of
future cash flows, scenario analyses and key figures stipulated by authori-
ties. Liquidity risk is measured, controlled and reported on a daily basis.
Internal pricing reflects the actual cost of maintaining the required liquid-
ity levels to achieve transparency and correct business governance.

The general objective of the funding operations is to ensure that the
Group has, at any given time, a sufficiently strong liquidity position with
which to manage turbulent periods in the capital markets, when access to
funding is limited or sometimes non-existent. Funding takes place pri-
marily with covered bonds since the majority of the Group’s assets com-
prise Swedish mortgages. The Group has highly diversified funding and a
liquidity reserve comprising securities with high liquidity and creditwor-
thiness, which means that the reserve can be rapidly converted into cash
and cash equivalents. In addition to these, there are unutilised funding
programmes that, in combination, provide opportunities for managing the
risk inherent in the difference between the contractual cash flows of assets
and liabilities. For more information about the funding programmes, see
page 12.

Liquidity management

The objective of liquidity management is that the Group is, at any given
time, to have sufficient cash and cash equivalents with which to fulfil its
commitments under both normal and stressed market conditions. Liquid-
ity risk is managed by the Treasury unit and is quantified using liquidity
forecasts that contain all financial cash flows and expected cash flows, as
well as the net lending increases adopted. The Treasury unit is also
responsible for the liquidity reserve. The size and structure of the liquidity
reserve are included in daily report reviews, which allows liquidity to be
monitored on a daily basis. The liquidity portfolio is dimensioned to be
able to handle approximately 12 months of contracted maturities without
any new funding activities in the capital market, under all circumstances.

Dec 31, 2013 Dec 31, 2012
SEK billion EUR CHF NOK usb Total EUR CHF NOK Total
Assets, (translated to SEK, nominal amount) 0.7 - - 0.5 1.2 0.5 - - 0.5
Derivatives -0.7 - - -0.5 -1.2 -0.5 - - -0.5
Net positions in currency 0 - - 0 0 0 - - 0
Liabilities, (translated to SEK, nominal amount) -24.6 -4.7 -2.5 - -31.8 -19.1 -3.8 -1.2 -24.1
Derivatives 24.6 4.7 2.5 - 31.8 19.1 3.8 1.2 24.1
Net positions in currency 0 0 0 - 0 0 0 0 0
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Liquidity reserve

The size of the liquidity reserve amounts to a minimum of the limits stipu-
lated in the Financial Policy. The CFO performs continuous assessments
of the market and market trends. The term “market” refers to competitors,
investors, rating agencies and authorities. These assessments provide a
basis for the extent to which the reserve is to exceed the established limits.
The liquidity reserve totalled a nominal amount of SEK 45.9 billion (40.6)
at December 31, 2013, according to the Swedish Bankers’ Association’s
definition. The liquidity reserve is invested in securities with very high
credit quality and that are eligible for transactions with the Riksbank and,
where appropriate, with the ECB and Federal Reserve. A total of 76% of
the liquidity reserve comprises Swedish covered bonds, 12% Swedish and
Finnish government securities in EUR and USD and German bonds guar-
anteed by the government, 11% other Swedish bonds with a credit rating of
AAA/Aaa and 1% deposits with the Swedish National Debt Office

Regulatory changes regarding liquidity

In conjunction with the introduction of the new CRR/CRD IV capital ade-
quacy rules, it is proposed that two new ratios for liquidity be introduced.
A short-term ratio, Liquidity Coverage Ratio (LCR), will be phased in
between 2015 and 2019. The ratio means that the Group must be able to
handle a 30-day stress test by utilising available cash and cash equivalents.
It is proposed that a long-term structural ratio, Net Stable Funding Ratio
(NSFR), also be introduced. In brief, the ratio means that the Group must
have a sufficient amount of stable assets in relation to the liquidity require-
ments of these assets over a time horizon of one year. The proposal is for
this ratio to be introduced in 2018 but the final content of the ratio and a
potential introduction date are currently being discussed.

In 2012, the Swedish Financial Supervisory Authority introduced its
own variation of the LCR. The ratio has features similar to the proposed
LCR requirement that will be introduced in Europe. Under the Swedish
requirement, the LCR is to be achieved separately in EUR and USD, as
well as at total level that includes all of the currencies.

On December 31, 2013, the Group’s Swedish LCR amounted to 230%
and in EUR 1,847%.

Contingency plans

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

General refinancing objectives

The general objectives of the funding operations are to ensure that the
Group has a sufficiently strong liquidity position with which to manage
turbulent periods in the capital markets, when access to funding is limited
or non-existent. The liquidity risk is controlled and limited on the basis of
asurvival horizon, meaning how long all known cash flows can be met
without access to capital-market financing. In addition, the funding opera-
tions are to contribute to overall profitability by ensuring a competitive
funding cost in relation to relevant competitors.

Strategy for ensuring short and long-term refinancing

In its funding operations, the bank is to act predictably and actively in the
market and aim at achieving as high liquidity as possible in outstanding
debt to build up long-term confidence among investors. Regular meetings
are held with both Swedish and international investors to ensure that these
investors have a clear overview of the operations and that the operations
have satisfactory risk management, which means that limits are in place
and a long-term interest in and a willingness to invest the Group’s securi-
ties over time is created. Funding takes place in a manner that creates a
healthy maturity structure and avoids maturity concentrations. The refi-
nancing activities are also based on diversification in terms of a variety of
investors and markets. Refinancing primarily takes place in the markets
for SEK, EUR, CHF and NOK. The bank endeavours to regularly launch
issuances in these markets to maintain investors’ credit lines.
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Fixed-interest periods for assets and liabilities
— Interest-rate exposure

More than More than
1 month 3 months  More than 6 More than More than

but not butnot  months but 1lyearbut 3 years but
Not more more than more than not more not more not more More than Without
Group 2013, SEK M than 1 month 3 months 6 months  than 1year than 3years than5 years 5 years interest Total
Assets
Cash and balances with central banks 108.5 108.5
Treasury bills and other eligible bills 352.7 226.0 3,118.5 1,184.2 4,881.4
Loans to credit institutions 5,023.2 161.0 640.9 40.6 83.7 8.5 5,957.9
Loans to the public 78,923.9 28,225.2 5,245.4 5,629.4 36,186.7 6,855.4 937.2 162,003.2
Bonds and other interest-bearing securities 14,137.5 11,5638.7 9,254.3 270.1 35,200.6
Other assets 5,307.2 5,307.2
Total assets 84,055.6 28,386.2 20,376.5 5,896.0 50,927.6 17,302.4 1,207.3 5,307.2 213,458.8
Liabilities
Due to credit institutions 709.6 890.3 1,599.9
Deposits and funding from the public 45,263.3 15,489.2 3,449.6 4,024.6 619.4 373.9 69,220.0
Debt securities in issue 7,077.4 15,776.8 17,880.3 1,817.4 39,758.6 25,004.6 16,246.8 73.0 123,634.9
Other liabilities 8,415.9 8,415.9
Subordinated liabilities 1,545.0 754.7 2,299.7
Equity 8,288.4 8,288.4
Total liabilities and equity 53,050.3 32,811.0 21,329.9 5,842.0 40,378.0 25,378.5 17,001.5 17,667.6 213,458.8
Difference assets and liabilities 31,005.3 -4,424.8 -953.4 54.0 10,549.6 -8,076.1 -15,794.2 12,360.4
Interest-rate derivatives, nominal values, net -2,620.1 -25,470.5 1,686.4 -2,639.6 -12,923.3 13,969.4 27,797.8
Net exposure 28,485.2 -29,895.3 733.0 -2,485.6 -2,373.7 5,893.3 12,003.6 12,360.4
More than More than
1 month 3 months  More than 6 More than More than
but not butnot  months but 1yearbut 3 years but
Not more more than more than not more not more not more More than Without
Group 2012, SEKM than 1 month 3 months 6 months  than 1year than 3years than 5 years 5 years interest Total
Assets
Cash and balances with central banks 109.4 109.4
Treasury bills and other eligible bills 471.8 3,817.2 933.3 5,222.3
Loans to credit institutions 2,497.5 170.6 184.8 2,852.9
Loans to the public 72,897.1 25,463.7 5,332.5 11,136.0 29,435.4 4,884.1 821.3 -28.2 149,941.9
Bonds and other interest-bearing securities 3,142.0 3,226.0 21,163.5 5,153.2 32,684.7
Other assets 15.0 6,333.0 6,348.0
Total assets 75,519.0 26,106.1 8,474.5 14,362.0 54,416.1 10,970.6 821.3 6,489.6 197,159.2
Liabilities
Due to credit institutions 1,062.9 1,062.9
Deposits and funding from the public 39,544.5 13,773.9 2,152.8 6,003.4 543.0 378.7 62,396.3
Debt securities in issue 1,997.0 3,921.4 4,100.1 11,630.2 54,058.2 33,496.6 4,983.9 75.9 114,263.3
Other liabilities 10,776.1 10,776.1
Subordinated liabilities 735.0 754.7 1,489.7
Equity 7,170.9 7,170.9
Total liabilities and equity 42,604.4 18,430.3 6,252.9 17,633.6 54,601.2 33,875.3 5,738.6 18,022.9 197,159.2
Difference assets and liabilities 32,914.6 7,675.8 2,221.6 -3,271.6 -185.1 -22,904.7 -4,917.3 -11,533.3
Interest-rate derivatives, nominal values, net -1,195.2 -3,955.5 -6,897.0 -2,630.0 -32,799.0 23,965.0 3,283.0
Net exposure 31,719.4 3,720.3 -4,675.4 -5,801.6 -32,984.1 1,060.3 -1,634.3 -11,533.3
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Fixed-interest periods for assets and liabilities
— Interest-rate exposure

More than More than
1 month 3 months  More than 6 More than More than

but not but not  months but 1lyearbut 3 years but
Not more more than more than not more not more not more More than Without
Parent Company 2013, SEK M than 1 month 3 months 6 months  than 1year than 3years than 5 years 5 years interest Total
Assets
Cash and balances with central banks 108.5 108.5
Treasury bills and other eligible bills 352.7 226.0 2,059.7 751.1 3,389.5
Loans to credit institutions 43,703.9 161.0 640.9 40.6 83.7 8.5 44,638.7
Loans to the public 19,366.6 8,680.1 571.5 699.8 5,484.1 1,010.0 195.6 36,007.7
Bonds and other interest-bearing securities 4,570.7 8,395.7 6,588.2 270.1 19,824.3
Other assets 8,439.2 8,439.2
Total assets 63,179.0 8,841.1 6,135.8 966.4 16,023.2 8,357.8 465.7 8,439.2 112,408.2
Liabilities
Due to credit institutions 5,209.3 890.3 6,099.6
Deposits and funding from the public 45,383.9 15,489.2 3,449.6 4,024.6 619.4 373.9 69,340.6
Debt securities in issue 6,679.5 14,820.2 776.3 647.2 900.2 304.6 4445 73.0 24,645.4
Other liabilities 2,307.5 2,307.5
Subordinated liabilities 1,545.0 754.7 2,299.7
Equity 7,715.3 7,715.3
Total liabilities and equity 57,272.7 31,854.4 4,225.9 4,671.8 1,519.6 678.5 1,199.2 10,986.1 112,408.2
Difference assets and liabilities 5,906.3 -23,013.3 1,909.9 -3,705.4 14,503.6 7,679.3 -733.5 -2,546.6
Interest-rate derivatives, nominal values, net -1,125.6 22,210.1 -3,728.2 3,243.7 -13,598.3 -7,116.0 6.5
Net exposure 4,780.7 -803.2 -1,818.3 -461.7 905.3 563.3 -727.0 -2,546.6
More than More than
1 month 3 months  More than 6 More than More than
but not butnot  months but 1yearbut 3 years but
Not more more than more than not more not more not more More than Without
Parent Company 2012, SEK M than 1 month 3 months 6 months  than 1year than 3years than 5 years 5 years interest Total
Assets
Cash and balances with central banks 109.4 109.4
Treasury bills and other eligible bills 471.8 2,722.5 483.1 3,677.4
Loans to credit institutions 37,309.9 190.0 426.0 150.0 184.8 38,260.7
Loans to the public 19,170.2 8,683.9 752.8 1,654.6 4,161.5 589.1 200.8 35,212.9
Bonds and other interest-bearing securities 3,142.0 310.1 8,555.6 2,458.3 14,466.0
Other assets 7,776.6 7,776.6
Total assets 56,589.5 9,345.7 4,320.8 2,114.7 15,439.6 3,530.5 200.8 7,961.4 99,503.0
Liabilities
Due to credit institutions 2,750.4 2,750.4
Deposits and funding from the public 39,683.2 13,773.9 2,152.8 6,003.4 543.0 378.7 62,535.0
Debt securities in issue 1,997.0 1,441.8 2,709.0 5,251.7 10,669.8 1,155.7 75.9 23,300.9
Other liabilities 2,365.1 2,365.1
Subordinated liabilities 735.0 754.7 1,489.7
Equity 7,061.9 7,061.9
Total liabilities and equity 44,430.6 15,950.7 4,861.8 11,255.1 11,212.8 1,534.4 754.7 9,502.9 99,503.0
Difference assets and liabilities 12,158.9 -6,605.0 -541.0 -9,140.4 4,226.8 1,996.1 -553.9 -1,541.5
Interest-rate derivatives, nominal values, net -1,770.0 14,618.0 -1,302.0 3,870.0 -13,484.0 -1,770.0 -162.0
Net exposure 10,388.9 8,013.0 -1,843.0 -5,270.4 -9,257.2 226.1 -715.9 -1,541.5
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Liquidity exposure, financial instruments
- Remaining term of contract (undiscounted values)

Of which,
expected reco-
> 3 months > 1year Without Total nominal Carrying very period of
Group Dec 31, 2013, SEKM On demand < 3 months < 1year < 5 years > 5 years maturity cash flows amount > 12 months
Assets
Cash and balances with central banks 108.5 108.5 108.5
Treasury bills and other eligible bills 574.5 4,096.0 4,670.5 4,881.4 4,096.0
Loans to credit institutions 0.7 5,338.9 766.0 6,105.6 5,957.9 766.0
Loans to the public 1,522.0 5,006.2 10,963.6 146,138.7 163,630.5 162,003.2 157,102.3
Bonds and other interest-bearing
securities 13,900.0 19,638.5 250.0 33,788.5 35,200.6 19,888.5
Other assets 5,307.2 5,307.2 5,307.2
Total assets 109.2 6,860.9 19,480.7 34,698.1 147,154.7 5,307.2 213,610.8 213,458.8 181,852.8
Liabilities
Due to credit institutions 1,396.6 91.5 281.8 294.8 2,064.7 1,599.9 294.8
Deposits and funding from the public 60,873.6 7,474.3 993.2 69,341.1 69,220.0 993.2
Debt securities in issue 5,348.2 22,633.0 76,680.4 17,954.3 122,615.9 123,634.9 94,634.7
Other liabilities 8,415.9 8,415.9 8,415.9
Subordinated liabilities 2,300.0 2,300.0 2,299.7 2,300.0
Total liabilities 1,396.6 66,313.3 30,389.1 80,268.4 17,954.3 8,415.9 204,737.6 205,170.4 98,222.7
Difference assets and liabilities -1,287.4 -59,452.4 -10,908.4 -45,570.3 129,200.4 -3,108.7 8,873.2 8,288.4
Loans approved but not disbursed 5,608.0 5,608.0
Total difference, excluding derivatives -1,287.4 -65,060.4 -10,908.4 -45,570.3 129,200.4 -3,108.7 3,265.2
Of which,
expected reco-
> 3 months > 1year Without Total nominal Carrying very period of
Group Dec 31,2012, SEKM On demand < 3 months < 1year < 5 years > 5 years maturity cash flows amount > 12 months
Assets
Cash and balances with central banks 109.4 109.4 109.4
Treasury bills and other eligible bills 471.7 4,350.0 4,821.7 5,222.3 4,350.0
Loans to credit institutions 113.4 2,646.6 2,760.0 2,852.9
Loans to the public 1,605.1 5,051.0 10,693.0 134,082.0 151,431.1 149,941.9 131,362.6
Bonds and other interest-bearing
securities 6,250.0 24,700.0 30,950.0 32,684.7 24,700.0
Other assets 6,283.7 6,283.7 6,348.0
Total assets 222.8 4,723.4 11,301.0 39,743.0 134,082.0 6,283.7 196,355.9 197,159.2 160,412.6
Liabilities
Due to credit institutions 881.4 79.6 222.2 52.2 29.5 1,264.9 1,062.9
Deposits and funding from the public 55,406.6 8,156.2 921.6 64,484.4 62,396.3 54,124.4
Debt securities in issue 5,765.5 15,222.6 86,482.0 5,399.1 112,869.2 114,263.3 78,302.4
Other liabilities 10,885.1 10,885.1 10,775.1
Subordinated liabilities 1,490.0 -0.3 1,489.7 1,489.7 1,490.0
Total liabilities 881.4 61,251.7 23,601.0 87,455.8 6,918.6 10,884.8 190,993.3 189,987.3 133,916.8
Difference assets and liabilities -658.6 -56,528.3 -12,300.0 -47,712.8 127,163.4 -4,601.1 5,362.6 7,171.9
Loans approved but not disbursed 6,437.2 6,437.2
Total difference, excluding derivatives -658.6 -62,965.5 -12,300.0 -47,712.8 127,163.4 -4,601.1 -1,074.6
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Liquidity exposure, financial instruments
- Remaining term of contract (undiscounted values)

Of which,
expected reco-
> 3 months > 1year Without Total nominal Carrying very period of
Parent Company Dec 31, 2013, SEK M On demand < 3 months < 1year < 5 years > 5 years maturity cash flows amount > 12 months
Assets
Cash and balances with central banks 108.5 108.5 108.5
Treasury bills and other eligible bills 574.5 2,696.0 3,270.5 3,389.5 2,696.0
Loans to credit institutions 0.7 5,338.9 37,797.5 766.0 43,903.1 44,638.6 766.0
Loans to the public 258.9 1,541.7 2,051.7 31,633.8 35,486.1 36,007.7 33,685.5
Bonds and other interest-bearing
securities 4,500.0 14,188.5 250.0 18,938.5 19,824.7 14,438.5
Other assets 8,439.2 8,439.2 8,439.2
Total assets 109.2 5,597.8 44,413.7 18,936.2 32,649.8 8,439.2 110,145.9 112,408.2 51,586.0
Liabilities
Due to credit institutions 1,396.6 4,709.0 6,105.6 6,099.6
Deposits and funding from the public 60,873.6 7,474.3 993.2 69,341.1 69,340.6 993.2
Debt securities in issue 4,208.2 5,000.0 14,936.9 4235 24,568.6 24,645.5 15,360.4
Other liabilities 2,307.5 2,307.5 2,307.5
Subordinated liabilities 2,300.0 2,300.0 2,299.7 2,300.0
Total liabilities 1,396.6 69,790.8 12,474.3 18,230.1 423.5 2,307.5 104,622.8 104,692.9 18,653.6
Difference assets and liabilities -1,287.4 -64,193.0 31,939.4 706.1 32,226.3 6,131.7 5,523.1 7,715.3
Loans approved but not disbursed 945.1 945.1
Total difference, excluding derivatives -1,287.4 -65,138.1 31,939.4 706.1 32,226.3 6,131.7 4,578.0
Of which,
expected reco-
> 3 months > 1 year Without Total nominal Carrying very period of
Parent Company Dec 31, 2012, SEK M On demand < 3 months < 1year < 5 years > 5 years maturity cash flows amount > 12 months
Assets
Cash and balances with central banks 109.4 109.4 109.4
Treasury bills and other eligible bills 471.7 2,950.0 3,421.7 3,677.4 2,950.0
Loans to credit institutions 0.7 2,646.6 34,564.5 150.0 616.0 37,977.8 38,260.7 766.0
Loans to the public 376.5 1,680.4 1,949.0 30,663.9 34,669.8 35,212.9 30,906.7
Bonds and other interest-bearing
securities 3,400.0 10,350.0 13,750.0 14,466.0 10,350.0
Other assets 7,776.6 7,776.6 7,776.6
Total assets 110.1 3,494.8 39,644.9 15,399.0 31,279.9 7,776.6 97,705.3 99,503.0 44,972.7
Liabilities
Due to credit institutions 2,631.1 2,631.1 2,750.4
Deposits and funding from the public 55,406.6 8,156.2 921.6 64,484.4 62,535.0 54,124.4
Debt securities in issue 3,440.5 7,984.3 11,820.0 23,244.8 23,300.9 8,865.4
Other liabilities 2,365.1 2,365.1 2,365.1
Subordinated liabilities 1,490.0 1,490.0 1,489.7 1,490.0
Total liabilities 2,631.1 58,847.1 16,140.5 12,741.6 1,490.0 2,365.1 94,215.4 92,441.1 64,479.8
Difference assets and liabilities -2,521.0 -55,352.3 23,504.4 2,657.4 29,789.9 5,411.5 3,489.9 7,061.9
Loans approved but not disbursed 1,101.5 1,101.5
Total difference, excluding derivatives -2,521.0 -56,453.8 23,504.4 2,657.4 29,789.9 5,411.5 2,388.4
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Liquidity exposure, derivatives

> 3 months > 1year Total nominal
Group 2013, SEKM < 3 months < 1year < 5 years > 5 years cash flows
Derivatives recognised at fair value in profit and loss
- Currency -42.5 85.7 299.4 350.7 693.3
— Interest -40.3 122.8 608.6 102.7 793.8
Derivatives in hedge accounting
— Currency 217.1 -126.9 -329.2 298.2 59.2
— Interest 254.8 -559.8 644.7 156.2 495.9
Total difference derivatives 389.1 -478.2 1,223.5 907.8 2,042.2
> 3 months > 1year Total nominal
Group 2012, SEKM < 3 months < 1year < 5 years > 5 years cash flows
Derivatives in hedge accounting
— Currency -5.1 -5.1
— Interest -14.2 -52.6 166.8 0.0 100.0
Other derivatives
- Currency 132.1 325.6 -931.9 52.3 -421.9
— Interest 156.1 -455.7 871.2 25.3 596.9
Total difference derivatives 268.9 -182.7 106.1 77.6 269.9
> 3 months > 1 year Total nominal
Parent Company 2013, SEK M < 3 months < 1year < 5 years > 5 years cash flows
Derivatives at fair value in profit and loss
- Currency 2.2 -54.6 -279.3 176.7 -155.0
— Interest 2.3 -40.5 -176.8 -40.2 -255.2
Derivatives in hedge accounting
— Currency 5.3 5.0 44.8 87.4 142.5
— Interest 12.1 -235.9 -508.7 18.4 -714.1
Total difference derivatives 21.9 -326.0 -920.0 242.3 -981.8
> 3 months > 1year Total nominal
Parent Company 2012, SEK M < 3 months < 1year < 5 years > 5 years cash flows
Derivatives in hedge accounting
— Currency -5.1 -0.8 0.0 0.0 -5.9
— Interest 0.0 0.0
Other derivatives
— Currency 5.1 5.1
— Interest 22.0 -247.2 -344.4 -9.9 -579.5
Total difference derivatives 22.0 -248.0 -344.4 -9.9 -580.3

Business risk

Business risk primarily comprises earnings risk. Earnings risk is defined
as volatility in earnings that creates a risk of lower income due to such fac-
tors as competition or volume reductions. Earnings risk is associated with
all of the Group’s products and portfolios. A large portion of the banking
operations involves retail mortgages. The retail mortgages operations
have a low level of volatility and thus a low earnings risk. Business risk is
managed in the internal capital adequacy assessment process (ICAAP).

Operational risk
Operational risk is defined as the risk of losses arising due to inappropriate
or unsuccessful internal processes, human error, incorrect systems or
external events. This definition also includes legal risk and compliance
risk. Based on this definition, operational risk encompasses the entire
banking operations.

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

All significant processes in the banking operations perform an analysis of

the operational risk associated with the processes. These risk analyses are

part of the overall risk assessment carried out in the operations. Since the

operations, 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 Group’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 significant risks. The

purpose of risk analysis is to:

 Identify and reduce significant operational risks

* Plan risk-mitigation activities

» Create awareness of operational risks

¢ Comply with the Swedish Financial Supervisory Authority’s require-
ments for measuring and assessing operational risk.

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



Incident management

The Group has an IT system for reporting operational risk events and inci-
dents. This system enables all employees to report any incidents. The sys-
tem automatically divides the incidents into the categories established by
the Swedish Financial Supervisory Authority. Risk Control periodically
prepares a summary of the incidents in its reports. Incident management is
an important part of the Group’s operational risk management. Incident
statistics contribute to the annual assessment and forecast of operational
risk, and enable the company to quickly identify critical problems and act
upon these. Serious incidents may lead to a crisis. A crisis may arise, for
example, due to fire, IT failure or a similar serious event. The Group works
constructively to prevent this type of incident from arising. Business con-
tinuity plans have been produced in the operations to support employees
and managers in a crisis and if a serious event were to occur. Crisis train-
ing is conducted periodically to ensure that the plans are suitable.

Model for assessing operational risk

Assessment of identified operational risk is based on a model that is
applied throughout the operations. Each identified 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 operational
risk. Management of the Group is responsible for performing the risk anal-
yses, meaning identifying and assessing operational risk, within 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.

Compliance risk

Compliance risk pertains to the risk that Lansforsdkringar Bank does not
comply with legislation, regulations, ethical guidelines, good market prac-
tice or other relevant regulations for the licensable operations and is thus
exposed to the risk of incurring sanctions or other remarks from the Swed-
ish Financial Supervisory Authority, negative publicity in the media and a
decline in confidence among customers or other stakeholders. The inter-
nal regulations contain rules on managing compliance risks, with the cen-
tral part comprising the Compliance instruction decided on by the Board.
The purpose of the internal rules is to ensure that Lansforsédkringar Bank,
atany given time, meets the quality and conduct requirements demanded
by customers and supervisory authorities.

CAPITAL

Internal Capital Adequacy Assessment Process (ICAAP)

The aim of capital planning is to ensure that the Group, at any given time,
has a sufficiently large amount of capital in relation to the risks to which
the Bank Group is exposed. This is ensured by capital adequacy targets
being decided on every year. The capital target is based on an overall
assessment of the Group’s capital requirements (ICAAP), a buffer of the
statutory minimum capital requirements, the owner’s yield requirements
and external requirements from investors and rating agencies. The estab-
lished capital target is also to support the development of the operations.
A capital forecast is prepared when the capital target is established. The
forecast is forward-looking and is to provide an overall view of the Group’s
capital requirements over both the short and long term. Short term refers
to the forthcoming year. The longer capital forecast refers to a period of
five years ahead. The purpose of the forecast is to ensure that the Group
has a sufficiently large capital base and the correct composition to meet its
capital target. The forecast also takes into account the earnings and vol-
ume trends and risk changes on the assets side. The capital forecast is fol-
lowed up four times a year by the ALCO, the Risk and Capital Committee
and the Board.

The Group’s internal capital adequacy assessment process (ICAAP) is
designed based on the requirements of the Basel 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 financial
companies are based on principles and are comprehensive in nature. To a
large extent, this means that the Group has the option and an obligation to
independently design its process and, in the long run, its scope and level of
sophistication. The procedures, implementation and results are to be
reported to the Swedish Financial Supervisory Authority annually. The
CRO of Lansforsakringar Bank is responsible for conducting the process
work that leads to an internal capital adequacy assessment for the 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 discussion provides guidance for
the continuing work involving stress tests. Work on stress tests is based on
anumber of scenarios and the impact of these scenarios on risk in the
Group. For more information, see the Pillar I1I report Risk and Capital
Management in the Lansforsakringar Bank Group on the website www.
lansforsakringar.se/financialbank.

Proposals for a new capital requirements directive (CRD IV) and capi-
tal requirements regulation (CRR) were adopted by the EU in the summer
0f2013. CRR applied immediately in Europe when it came into effect on
January 1,2014. CRD IV includes additional capital adequacy rules that
must be introduced on the basis of Swedish law. In September 2013, the
Swedish government presented its proposal on the necessary adjustments
to Swedish law to implement to CRD IV in Sweden. The purpose of the
new rules is to make the banks more resilient to financial crisis by impos-
ing demands for a higher proportion of top-quality capital, new rules on
liquidity and leverage, better control of risks and expanded supervisory
and sanction options.

The minimum capital adequacy requirement under CRR/CRDIVisa
total capital adequacy ratio of 8%, a Tier 1 ratio of 6% and a Core Tier 1
ratio of 4.5%. In addition to the minimum requirements, a number of capi-
tal buffers are to be introduced, all of which are to comprise Core Tier 1
capital. A capital conservation buffer of 2.5% will be introduced. Supervi-
sory authorities have the possibility of adding a further 2.5% to this in the
form of a countercyclical buffer. A systemic risk buffer and a buffer for
systemically important institutions can also be added.

On December 31, 2013, the Group’s capital adequacy under the forth-
coming CRR/CRD IV capital adequacy rules amounted to a Core Tier 1
ratio of 14.4% and a total capital adequacy ratio of 19.1%. For more infor-
mation, see the Pillar III report Risk and Capital Management in the Lans-
forsakringar Bank Group on the website www.lansforsakringar.se/finan-
cialbank.
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Capital-adequacy analysis, Group Capital-adequacy analysis, Parent Company

Dec 31, Dec 31, Dec 31, Dec 31,
SEKM 2013 2012 SEKM 2013 2012
Capital base Capital base
Tier 1 capital, gross 8,149.8 7,336.0 Tier 1 capital, gross 7,648.4 7,307.7
Less intangible assets -397.1 -445.8 Less intangible assets -347.7 -367.6
Less deferred tax assets 9.2 -12.3 Less deferred tax assets —6.3 -5.4
Less/plus IRB deficit/surplus -302.4 -265.9 Less/plus IRB deficit/surplus -137.4 -113.8
Tier 1 capital, net 7,441.1 6,612.0 Tier 1 capital, net 7,157.1 6,820.9
Of which, subordinated debt, perpetual - -290.0 Of which, subordinated debt, perpetual - -290.0
Total Core Tier 1 capital 7,441.1 6,322.0 Total Core Tier 1 capital 7,157.1 6,530.9
Tier 2 capital 2,296.9 1,200.0 Tier 2 capital 2,296.9 1,200.0
Deductions for Tier 2 capital -302.4 -265.9 Deductions for Tier 2 capital -137.4 -113.8
Total capital base 9,435.6 7,546.1 Total capital base 9,316.6 7,907.1
Risk-weighted assets according to Basel Il 50,465.0 48,359.4 Risk-weighted assets according to Basel |1 18,577.1 18,163.4
Risk-weighted assets according to transition rules 88,816.1 83,233.6 Risk-weighted assets according to transition rules 24,770.0 23,875.1

Capital requirement Capital requirement

Capital requirement for credit risk according Capital requirement for credit risk according

to Standardised Approach 647.2 678.4 to Standardised Approach 237.2 175.2
Total capital requirement for credit risk Total capital requirement for credit risk

according to IRB Approach 3,211.3 3,034.2 according to IRB Approach 1,167.4 1,205.9
Capital requirement for operational risk 178.7 156.2 Capital requirement for operational risk 81.6 72.0
Capital requirement according to Basel Il 4,037.2 3,868.8 Capital requirement according to Basel Il 1,486.2 1,453.1
Adjustment according to transition rules 3,068.1 2,789.9 Adjustment according to transition rules 495.4 456.9
Total capital requirement 7,105.3 6,658.7 Total capital requirement 1,981.6 1,910.0

Capital adequacy Capital adequacy

Tier 1 ratio according to Basel II, % 14.7 13.7 Tier 1 ratio according to Basel I, % 385 37.6
Core Tier 1 ratio according to Basel I, % 17 131 Core Tier 1 ratio according to Basel Il, % 38.5 36.0
Capital adequacy ratio according to Basel I, % 1y 15.6 Capital adequacy ratio according to Basel 1, % 50.2 43.5
Capital ratio according to Basel 11" 2 1.95 Capital ratio according to Basel 11 6.27 5.44
Tier 1 ratio according to transition rules, % S 79 Tier 1 ratio according to transition rules, % 28.9 28.6
Core Tier 1 ratio according to transition rules, % ga 76 Core Tier 1 ratio according to transition rules, % 28.9 27.4
Capital adequacy ratio according to transition rules, % 10E 91 Capital adequacy ratio according to transition rules, % 37.6 33.1
Capital ratio according to Basel transition rules 138 1.13 Capital ratio according to Basel transition rules 4.70 4.14

Special disclosures L
Special disclosures

IRB Provisions surplus (+)/deficit (-) -604.8 -531.8 . .
— IRB Provisions surplus (+)/deficit (-) -274.7 -227.5
— IRB Total provisions (+) 386.5 291.1 —
— — IRB Total provisions (+) 186.8 107.3
- IRB Anticipated loss (-) =3 -822.9 —
- IRB Anticipated loss (-) -461.5 -334.8

Capital requirement
o . . Capital requirement
Credit risk according to Standardised Approach
Credit risk according to Standardised Approach

Exposures to institutions 80.4 104.4
Exposures to institutions 29.2 21.6
Exposures to corporates 164.8 167.9
- Exposures to corporates 0.0 4.8
Retail exposures 54.9 108.6 -
Retail exposures 0.0 9.6

Exposures secured on residential property - -

Exposures secured on residential property - -

Past due items - -

Past due items - -

Covered bonds 292.7 259.4
- Covered bonds 166.3 109.7
Other items 54.4 38.2
Other items 41.7 29.5
Total capital requirement for credit risk - - —
according to Standardised Approach 647.2 678.5 Total capital requirement for credit risk
according to Standardised Approach 237.2 175.2

Credit risk according to IRB Approach
Credit risk according to IRB Approach

Retail exposures
Exposures secured by real estate collateral 1,684.8 1,5637.0 Retail exposures
Other retail exposures 789.5 709.3 Exposures secured by real estate collateral 413.0 414.1
Total retail exposures 24743 22463 Other retail exposures 287.6 261.3
Exposures to corporates 736.0 787.1 Total retail exposures 700.6 675.4
Non credit-obligation assets 0.9 0.7 Exposures fo corporates 466.6 530.3
Total capital requirement for credit risk Non credit-obligation assets 0.2 0.2
according to IRB Approach 3,211.2 3,034.2 Total capital requirement for credit risk

according to IRB Approach 1,167.4 1,205.9
Operational risks
Standardised Approach 178.8 156.2 Operational risks
Total capital requirement for operational risk 178.8 156.2 Standardised Approach 81.6 72.0
b Capital ratio = total capital base/total capital requirement. Total capital requirement for operational risk 81.6 72.0

. . . U Capital ratio = total capital base/total capital requirement.
The capital base includes the Board’s proposed appropriation of profit. P P P 4

In addition to the Parent Company, Lansforsékringar Bank AB (publ) (516401-9878),
the financial corporate group includes the wholly owned and fully consolidated subsidiar-
ies Lansfoérsakringar Hypotek AB (publ) (556244-1781), Wasa Kredit AB (556311-9204)
and Lansforsakringar Fondforvaltning AB (publ) (556364-2783).

The capital base includes the Board’s proposed appropriation of profit.
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n SEGMENT REPORTING

Banking Mortgage Finance Mutual Eliminations/
Group, SEKM operations institution company funds Adjustments Total
Income statement 2013
Net interest income 796.0 852.2 580.8 1.4 - 2,230.4
Dividends received 0.1 - - - - 0.1
Net commission -254.2 -346.0 41.2 304.9 1.2 -252.9
Net gains / losses from financial items 194 -105.4 0.3 - - -85.7
Intra-Group income 101.8 - 14.3 0.1 -116.2 0.0
Other income 127.4 0.4 84.0 - 0.0 211.8
Total operating income 790.5 401.2 720.6 306.4 -115.0 2,103.7
Intra-Group expenses -7.1 -67.0 -14.6 -26.4 115.1 0.0
Other administration expenses -618.5 -22.4 -385.5 -188.4 -1.6 -1,216.4
Depreciation/amortisation and impairment -82.7 -0.1 -31.1 -0.3 - -114.2
Total operating expenses -708.3 -89.5 431.2 -215.1 113.5 -1,330.6
Profit before loan losses 82.2 311.7 289.4 91.3 -1.5 773.1
Loan losses, net -80.1 6.6 -39.7 - - -126.4
Profit from participations in associated companies - - - - 0.1 0.1
Operating profit 2.1 305.1 249.7 91.3 -1.4 646.8
Balance sheet, December 31, 2013
Total assets 112,408.2 136,667.9 14,229.4 242.2 -50,088.9 213,458.8
Liabilities 104,683.6 131,385.9 13,019.0 102.3 -44,020.5 205,170.4
Equity 7,724.6 5,282.0 1,210.4 139.9 -6,068.4 8,288.4
Total liabilities and equity 112,408.2 136,667.9 14,229.4 242.2 -50,088.9 213,458.8
Other information per segment
Investments 63.2 - 3.6 1.1 - 67.9
Income statement 2012
Net interest income 742.7 795.6 530.6 2.2 - 2,071.1
Net commission -316.5 -385.2 42.7 273.0 1.1 -384.9
Net gains from financial items 2.7 2.4 0.3 - - 5.4
Intra-Group income 104.1 0.0 6.6 0.5 -111.2 0.0
Other income 115.6 0.1 74.1 0.5 0.0 190.3
Total operating income 648.6 412.9 654.3 276.2 -110.1 1,881.9
Intra-Group expenses -5.9 -67.1 -13.1 -24.0 110.1 0.0
Other administration expenses -580.8 -24.0 -368.7 -165.3 5.1 -1,133.7
Depreciation/amortisation and impairment -73.4 -0.1 -28.0 -0.1 - -101.6
Total operating expenses -660.1 -91.2 -409.8 -189.4 115.2 -1,235.3
Profit/loss before loan losses -11.5 321.7 244.5 86.8 5.1 646.6
Loan losses, net -22.2 -2.3 -66.8 0.0 - -91.3
Operating profit/loss -33.7 319.4 177.7 86.8 5.1 555.3
Balance sheet, December 31, 2012
Total assets 99,503.0 127,318.6 13,703.6 235.0 -43,601.0 197,159.2
Liabilities 92,441.1 122,427.6 12,686.5 165.7 -37,732.6 189,988.3
Equity 7,061.9 4,891.0 1,017.1 69.3 -5,868.4 7,170.9
Total liabilities and equity 99,503.0 127,318.6 13,703.6 235.0 -43,601.0 197,159.2
Other information per segment
Investments 84.5 0.3 23.1 0.5 - 108.4

Income and assets are attributable in their entirety to Sweden.

The segment distribution per legal entity reflects the internal reporting to the chief operating decision maker.

The legal structure within Lansférsakringar Bank Group is in line with the product offering to external customers.

The portion of assets and liabilities that is not distributed per segment comprise Group-wide eliminations within the Bank Group.
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B INTEREST INCOME

NET GAINS/LOSSES FROM FINANCIAL ITEMS

SEKM 2013 2012 SEKM 2013 2012
Loans to credit institutions 47.5 39.9 Change in fair value
Loans to the public 5,734.1 6,021.2 Interest-related instruments -479,7 244 .4
Interest-bearing securities 878.4 917.0 Currency-related instruments 1,080,9 -786.5
Derivatives Change in fair value of hedged items -704,8 515.6
Hedge accounting 2,828.7 3,450.9 i .
- Capital gains/losses
Non-hedge accounting - - .
Interest-related instruments -38,4 -27.2
Other interest income 0.0 0.0
Other financial assets - -
Total interest income 9,488.7 10,429.0 -
— - - - Interest compensation 56,3 59.1
of which, interest income on impaired loans 18.9 129
Total net gains/losses from financial items -85,7 5.4
of which, interest income from financial items not
measured at fair value 5,781.7 6,061.1
Average interest rate on loans to the public during the year, SEKM 2013 2012
including net leasing, % 3.7 4.3 Profit/loss by measurement category
Available-for-sale financial assets, realised 51,3 395.8
Derivative assets intended for risk management,
n INTEREST EXPENSE non-hedge accounting 2,8 0.4
Other financial assets measured at fair value
SEKM 2013 2012 in profit and loss = -
Due to credit institutions -30.8 -18.6 Derivative liabilities intended for risk management,
Deposits and funding from the public _924.4  -1,140.3 ”°”_’he‘_jge ?CCO“”t'”g : : - -
Interest-bearing securities 32760 34815 Der?vat?ves ?n non-hedge acc.ountlng,. realised - 0.0
Subordinated liabilities 1032 759 Derivatives in hedge accounting, realised 45,5 -107.5
. Loans and receivables 53,1 56.8
Derivatives
Hedge accounting 28121 35206 Financial liabilities at amortised cost -134,1 -316.9
N - — ~ Change in fair value of derivatives that are hedging
Non. hedge accountmg - v 26.3 instruments in a fair value hedge 595,2 -538.8
Z);hz;ilpit:gisr;sézense, including government 1048 947 Change in fair value of hedged items with regard
P - . : to the hedged risk in fair value hedges -699,5 515.6
Total interest expense -7,258.3 -8,357.9 Total 85,7 5.4
of which, interest expense from financial
items not measured at fair value -4,439.2 -4,811.0
Average interest rate on deposits from the public 1 1
during the year, % 1.4 2.0 OTHER OPERATING INCOME
SEKM 2013 2012
Remuneration from the regional insurance companies 185.3 103.2
DIVIDENDS RECEIVED Other income 76.3 87.1
SEKM 2013 2012 Total other operating income 211.8 190.3
Dividends received on shares 0.1 0.0
Total dividend ived 0.1 0.0
ot cvidends recetve 'P) EVPLOYEES, STAFF COSTS AND REMUNERATION
OF SENIOR EXECUTIVES
Average number of employees 2013 2012
COMMISSION INCOME
Sweden
SEKM 2013 2012 Men 193 182
Payment mediation 94.4 95.4 Women 176 181
Loans 91.2 85.0 Total 369 363
Deposits 10.1 9.0
Financial suarantees 05 0.6 Salaries, other remuneration and social security
8 2 : expenses, other employees 2013 2012
S iti 15.7 696.8
ecurities g Salaries and remuneration 223.8 207.8
Cards — 255 93.0 of which, variable remuneration 10.6 6.6
Other commission £ 4.4 Social security expenses 135.6 130.4
Total ission i L 4.2
otal commission income 1,140.0 98 of which, pension costs 54.0 521
Total 359.4 338.2
n COMMISSION EXPENSE Board of Directors and senior executives, number 21 (20) 2013 2012
SEKM 2013 2012 Salaries and remuneration 23,3 23.2
f which, variabl ti 0.0 0.0
Payment mediation 1133 -102.2 Ol Which, variable remuneration
ial i 19. 18.
Securities 4325 3718 Social security expenses 9.0 8.9
of which, pension costs 9.4 9.3
Cards -81.7 -87.8
Total 42.3 42.1
Remuneration to the regional insurance companies -755.4 -799.0
Other commission -10.0 -8.3
Total commission expense -1,392.9 -1,369.1
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EMPLOYEES, STAFF COSTS AND REMUNERATION
OF SENIOR EXECUTIVES, cont.

Total salaries, other remuneration

and social security expenses 2013 2012
Salaries and remuneration 247.1 231.0
of which, variable remuneration 10.6 6.6
Social security expenses 154.7 149.3
of which, pension costs 63.4 61.5
Total 401.8 380.3

Lansférsakringar Bank has about 1,050 individuals who are also employed at Lans-
forsakringar Bank and the regional insurance companies. They receive their entire remu-
neration from their respective regional insurance company.

Variable remuneration
Commission-based remuneration may be paid to certain employees at Wasa Kredit. The
terms and conditions of this remuneration are regulated in collective agreements.

Remuneration of senior executives

Remuneration of the President and other senior executives comprises basic salary and
other benefits. Pension benefits and other benefits paid to the President and other senior
executives are included as part of total remuneration.

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. A mutual period of notice of six months applies for
other senior executives. If termination of employment is issued by the company, severance
pay corresponding to 18 months’ salary will also be paid, in addition to the period of
notice. Otherwise, the period of notice for other senior executives follows the terms and
conditions of the collective agreements between the Swedish Insurance Employers’ Asso-
ciation (FAO), the Swedish Union of Insurance Employees (FTF) and the Swedish Confed-
eration of Professional Associations (SACO).

Pensions

The retirement age for the President is 65. The pension is a defined-contribution plan and
pension premium is to amount to 35% of the pensionable salary. Pensionable salary refers
to fixed salary. In addition to this an endowment insurance is subscribed by the company
with a premium of SEK 500,000 each year during five years, starting in 2011. The retire-
ment age for the Executive Vice President is 65 years. The pension is a defined-contribu-
tion plan and pension premium is to amount to 35% of the pensionable salary. Pension-
able salary refers to fixed salary. The retirement age for the Executive Vice President and
other senior executives is between 62 and 65 years. If the age of retirement is 62, the pen-
sion between the age of 62 and 65 is a defined-contribution plan. Pension amounting to
about 70% of the pensionable salary will be paid. Pension from the age of 65 is subject to
the terms of the pension agreements between the Swedish Insurance Employers’ Associa-
tion (FAO), the Swedish Union of Insurance Employees (FTF) and the Swedish Confedera-
tion of Professional Associations (SACO).

Preparation and decision-making process applied

in relation to the issue of remuneration of senior executives

A Remuneration Policy for the Lansforsékringar AB Group regulates the preparation and
decision-making process for remuneration of senior executives. The Remuneration Com-
mittee prepares important remuneration decisions and decisions on measures for follow-
ing up the application of the Remuneration Policy. The Board decides on remuneration
and other terms of employment for corporate management and employees with overall
responsibility for one of the company’s control functions.

Composition of Remuneration Committee
The composition and duties of the Remuneration Committee are regulated in the Board’s
formal work plan.

Policies for remuneration of senior executives

Senior executives in the Lansforsakringar 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 eth-
ics 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 benefits
In addition to the above benefits, a company car is offered in accordance with applicable
conditions, individual health care insurance and other benefits offered to all employees.

Preparation and decision-making process applied in relation

to the issue of remuneration of senior executives

Remuneration to the President is determined by the Remuneration Committee and there-
after confirmed by the Board. Remuneration to other senior executives is determined by
the President in accordance with the policies for salaries and conditions for senior execu-
tives.

Dec 31, Dec 31,
Number of women among senior executives, % 2013 2012
Board members 57 17
Other senior executives 25 37

Loans to senior executives

Bank Group Parent Company Group

SEKM 2013 2012 2013 2012
Board members 24.3 22.5 56.6 50.1
Of which, loans from Bank 6.5 4.4 15.2 11.6
Of which, loans from

Hypotek 17.8 18.1 41.4 38.5
Of which, loans from

Wasa Kredit - - - -
President and Executive

Vice Presidents 0.0 0.6 16.9 17.8
Of which, loans from Bank 0.0 0.3 SE5) 3.8
Of which, loans from

Hypotek - - 13.4 13.7
Of which, loans from

Wasa Kredit - 0.3 - 0.3
Senior executives 14.4 8.1 34.2 36.4
Of which, loans from Bank 3.7 1.7 7.3 6.6
Of which, loans from

Hypotek 10.7 6.4 26.9 29.8
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 person-
nel loans is the repo rate less 0.5 percentage points, but can never be lower than 0.5 per-
centage points. The interest benefit is calculated in accordance with the Swedish National
Tax Board's rules and is included in other benefits as above. Personnel loans are restricted
to SEK 500,000. 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 benefit of any senior executive.

Remuneration Policy

In accordance with the regulations and general advice of the Swedish Financial Supervi-
sory Authority (FFFS 2011:1) regarding remuneration policies in credit institutions,
investment firms and fund management companies, the Board of Directors 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 published.
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OTHER ADMINISTRATION EXPENSES OPERATIONAL LEASING

SEKM 2013 2012 These agreements pertain to internal and external lease contracts where the Group is
Costs for premises -43.3 -37.2 the lessee.
IT costs -306.5 -274.9 SEK M 2013 2012
Consultant costs -39.2 -64.7 Lease expenses paid
Marketing -18.4 -21.5 Rent for premises -37.6 -31.5
Management costs -129.1 -103.4 of which, variable fees -0.3 -0.7
Other administration expenses —253.3 -235.0 Leasing fees, company cars 7.8 75
Total administration expenses -789.8 -736.7

Future basic rents for irrevocable leasing contracts

Within 1 year -20.6 -15.5

14 Between 1 and 5 years -2.1 -1.8
REMUNERATION OF AUDITORS

Total -22.7 -17.3
SEKM 2013 2012
Audit fees
KPMG 16 DEPRECIATION/AMORTISATION AND IMPAIRMENT

OF PROPERTY AND EQUIPMENT/INTANGIBLE ASSETS

— Audit assignment -4.5 -2.9
— Audit activities other than audit assignment -0.5 -0.4 SEKM 2008 2012
_Tax advice 03 0.4 Depreciation of property and equipment -4.6 -6.1
_ Other assignments 04 12 Amortisation of intangible assets -98.2 -95.5

Total depreciation/amortisation -102.8 -101.6
Deloitte - : -

Impairment of intangible assets -11.4 -
— Audit activities other than audit assignment - - . . - -

Total depreciation/amortisation and impairment of assets -114.2 -101.6
— Other assignments -0.6 -0.4
Audit assignment pertains to a review of 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, Arti-
cles of Association, regulations or agreements that result in reports or certificates. Other
assignments pertain to activities that are not included in the abovementioned items, for
example, legal consultations alongside audit activities and that are not attributable to tax
consultancy services.
LOAN LOSSES AND IMPAIRED LOANS
SEKM 2013 2012 SEKM 2013 2012

Specific reserve for individually assessed loan receivables . o .
Collective reserves for individually assessed receivables - -

Write-off of confirmed loan losses during the year -139.6 -136.2
Reversed earlier provisions of loan losses recognised in the Collectively assessed homogenous groups of loan receivables
year-end accounts as confirmed losses 131.1 102.8 with limited value and similar credit risk
Provisions of loan losses during the year -307.6 -147.7 Provision/reversal of reserve for loan losses 16.8 -19.1
Payment received for prior confirmed loan losses 109.2 85.4 Net expense for the year for collectively assessed receivables 16.8 -19.1
Reversed provisions of loan losses no longer required 63.5 22.4 Net expense for the year for fulfilment of guarantees 0.2 1.1
Covering of losses from related companies = - Net expense of loan losses for the year -126.4 -91.3
Net expense for the year for individually
assessed loan receivables -143.4 -73.3 All information pertains to receivables from the public.
Reserve ratios 2013 2012
Total impaired loans reserve ratio, % 107.2 109.2
Impaired loans reserve ratio excluding collective impairments, % 80.2 68.6
Dec 31, 2013 Dec 31, 2012
Individual Collective Individual Collective

Impaired loans, SEK M Gross reserve reserve Net Gross reserve reserve Net
Corporate sector 128.3 -97.1 -24.4 6.8 118.2 -69.1 -32.4 16.7
Retail sector 265.1 -220.3 -79.8 -35.0 179.7 -135.3 -88.6 -44.2

of which, private 172.4 -124.1 -57.7 -9.4 151.8 -76.3 -79.2 -3.7
Total 393.4 -317.4 -104.2 -28.2 297.9 -204.4 -121.0 -27.5

Sector reporting according to IRB definition.

Reconciliation of provisions of loan losses Dec 31, 2013 Dec 31, 2012

Individual Collective Individual Collective
SEKM provisions provisions Total provisions provisions Total
Opening balance -204.4 -121.0 -325.4 -181.9 -101.9 -283.8
Reversed earlier provision of loan losses recognised
in the annual accounts as confirmed losses 131.1 131.1 102.8 0.0 102.8
Reversed provision of loan losses no longer required 63.5 16.8 80.3 22.4 -19.1 3.3
Provision of loan losses during the year -307.6 -307.6 -147.7 0.0 -147.7
Closing balance -317.4 -104.2 -421.6 -204.4 -121.0 -325.4
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TAXES

TREASURY BILLS AND OTHER ELIGIBLE BILLS

SEKM 2013 2012 Dec 31, Dec 31,
SEKM 2013 2012

Current tax

Tax expense for the year -89.0 -104.6 Carrying amount

Adjustment of tax expense pertaining to prior years -15.3 - Swedish government SHekly2 47505

Total current tax -104.3 -104.6 German government S20Y 4718
Finnish government 673.4 -

Deferred tax Total treasury bills and other eligible bills 4,881.4 5,222.3

Change in deferred tax expense on temporary differences -63.7 -18.0

Total deferred tax -63.7 180  fairvalue 18814 52223

Total recognised tax expense -168.0 -122.6 Amortised cost 48620 5181.1
Nominal value 3,675.0 4,405.0

Reconciliation of effective tax rate Remaining term of not more than 1 year 579.0 471.8

Profit before tax 646.8 555.3 Remaining term of more than 1 year 4,302.4 4,750.5

Tax in accordance with applicable tax rate

for Parent Company -142.3 -146.0

Tax on non-deductible costs =9.9 -5.9

- LOANS TO CREDIT INSTITUTIONS

Tax on non-taxable income 6.8 0.3

Tax attributable to earlier years -15.2 - Dec 31, Dec 31,

Tax attributable to changed tax rates -7.4 13.8 SEKM 2013 2012

Other _ 15.2 Deposits, Swedish banks - -

Total tax on net profit for the year _168.0 _122.6 Other loans to credit institutions 5,957.9 2,852.9
Total loans to credit institutions 5,957.9 2,852.9

Applicable tax rate 22% 26.3%

Effective tax rate 26.0% 22.0%  Payableon demand 5415 635.0
Remaining term of not more than 3 months 5,416.4 2,217.9

Tax items recognised in other comprehensive income Remaining term of more than 3 months

Tax on available-for-sale financial assets -3.6 14.9 but not more than 1 year - -

Tax on revaluation of defined-benefit pension plans -0.2 0.7 Total loans to credit institutions 5,957.9 2,852.9

Total tax attributable to other comprehensive income -3.8 15.6

2013 2012 LOANS TO THE PUBLIC
Before After  Before After . . ) . . .

SEKM tax Tax tax tax Tax tax Loan receivables are geographically attributable in their entirety to Sweden.

Tax attributable to other Dec 31, Dec 31,

comprehensive income SEKM 2013 2012

Available-for-sale financial assets 16.4 -36 128 -57.6 149 -427 Loans to the public before reserves
Public sector 874.0 982.0
Corporate sector 14,200.2 12,754.8
Retail sector 147,350.1 136,530.5
Other 0.5 0.0
Total 162,424.8 150,267.3
Reserves -421.6 -325,4
Loans to the public 162,003.2 149,941.9
Remaining term of not more than 3 months 107,149.1 98,332.6
Remaining term of more than 3 months
but not more than 1 year 10,874.7 16,468.5
Remaining term of more than 1 year but
not more than 5 years 43,042.1 34,319.5
Remaining term of more than 5 years CE7.3 821.3
Total 162,003.2 149,941.9

Remaining term is defined as the remaining fixed-income period if the loan has periodi-

cally restricted conditions.

For more information about reserves and provisions, see note 17.
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E FINANCIAL LEASING

Financial lease agreements specified by maturity structure where the Group is the lessor

BONDS AND OTHER INTEREST-BEARING SECURITIES

Issued by organisations other than public bodies

More than Dec 31, Dec 31,
Dec 31, 2013, SEKM Uptolyear 1-5years 5 years Total SEKM 2013 2012
Present value of future Carrying amount
minimum lease fees 2,313.0 3,476.3 400.9 6,190.3 Swedish mortgage institutions
Unearned financial income! 368.8 412.9 21.0 802.6 (guaranteed by Swedish government) - -
Gross investment 2,681.8 3,889.2 421,9 6,992.9 Swedish mortgage institutions (not guaranteed) 31,627.1 31,111.7
Other Swedish issuers (not guaranteed) 3,228.5 1,573.0
More than Other foreign issuers (guaranteed by German government) 192.6 -
Dec 31,2012, SEKM Uptolyear 1-5years 5 years Total Other foreign issuers (not guaranteed) 152.4 -
Present value of future Total bonds and other interest-bearing securities 35,200.6  32,684.7
minimum lease fees 2,258.6 3,528.8 394.1 6,181.5
Unearned financial income? 363.6 399.4 18.0 781.0 Fair value 35,200.6 32,684.7
Gross investment 2,622.2 3,928.2 412.1 6,962.5 Amortised cost 34,835.3 32,068.4
D Attributable to present value calculation. Nominal value 33,710.0 30,950.0
2013 2012 Market status
Provision for impaired loans pertaining Securities listed 35,200.6 32,684.7
to minimum lease fees 81.4 73.0
Variable portion of leasing fees included Remaining term of not more than 1 year 14,137.6 6,368.0
in net profit for the year = -2.3 Remaining term of more than 1 year 21,063.0 26,316.7
Financial leasing is included in loans to the public.
m SHARES AND PARTICIPATIONS
Dec 31, Dec 31,
SEKM 2013 2012
Other shares and participations 87.8 11.0
Total shares and participations 87.8 11.0
E SHARES AND PARTICIPATIONS IN ASSOCIATED COMPANIES
Dec 31, Dec 31,
SEKM 2013 2012
Carrying amount at beginning of year 0.0 -
Acquisition of shares in Getswish AB 1.1 0.0
Carrying amount at year-end 1.1 0.0
Corporate Carrying Carrying
Registration Registered Number of Share of amount, amount,
Number office shares  equity, % Dec 31,2013 Dec 31, 2012
Getswish AB 556913-7382 Stockholm 5,000 10.0 1.1 0.0
Total 1.1 0.0

Summary of financial information pertaining to the associated company

2013 2012
Income -0.2 -
Earnings -0.2 -
Assets 144.1 -
Liabilities 133.2 -
Equity 10.9 -

The amounts presented above refer only to the Group’s participating interests in associa-
ted companies. The shares and participations are unlisted. The associated company app-
lies the calendar year as the fiscal year.
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E DERIVATIVES

27 FAIR VALUE CHANGES OF INTEREST-RATE
RISK HEDGED ITEMS IN PORTFOLIO HEDGE

Dec 31, 2013 Dec 31, 2012 Dec 31, Dec 31,
Nominal Nominal SEKM 2013 2012
SEKM value Fair value value Fair value Assets
Derivatives with positive values Carrying amount at beginning of year 878.1 709.9
Derivatives in hedge accounting Changes during the year pertaining to lending -327.3 168.2
Interest 68,685.0 924.0 73,625.0 1,624.4 Carrying amount at year-end 550.8 878.1
Currency 5,394.2 371.2 8,651.5 421.2
Collateral received, CSA - -260.7 - -192.9 Liabilities
Carrying amount at beginning of year 2,176.6 1,836.6
Other derivatives Changes during the year pertaining to lending -3.9 24.9
Interest 5,360.0 28.8 2,735.0 17.5 Changes during the year pertaining to funding -1,526.8 315.1
Currency 19.0 13.7 - 4.6 Carrying amount at year-end 645,9 2,176.6
Total derivatives with positive values  79,458.2 1,077.0 85,011.5 1,874.8
Remaining term of not more
than 1 year 22,651.2 64.9 15,886.0 193.2
Remaining term of more than 1 year  56,807.0 1,272.8 69,125.5 1,874.5
Derivatives with negative values
Derivatives in hedge accounting
Interest 97,932.0 912.7 88,930.0 1,403.2
Currency 24,393.6  1,502.4 26,065.6  1,619.2
Other derivatives
Interest 9,075.0 93.9 3,215.0 73.0
Currency 9,305.1 271.3 - 8.6
Total derivatives with negative
values 140,705.7 2,780.3 118,210.6 3,104.0
Remaining term of not more
than 1 year 31,020.0 486.0 32,575.0 218.9
Remaining term of more than 1 year 109,685.7 2,294.3 85,635.6 2,885.1
E INTANGIBLE ASSETS
Internally developed IT systems Acquired IT systems Total

SEKM Dec 31,2013 Dec 31,2012 Dec 31,2013 Dec 31, 2012 Dec 31,2013 Dec 31,2012
Cost

Opening cost 998.1 895.4 27.9 27.9 1,026.0 923.3
Acquisitions during the year 60.8 102.7 - - 60.8 102.7
Divestments during the year = - = — _ _
Closing cost 1,058.9 998.1 27.9 27.9 1,086.8 1,026.0
Amortisation

Opening accumulated amortisation -545.0 -451.5 —26.7 —24.7 -571.7 -476.2
Amortisation for the year -97.0 -93.5 -1.2 -2.0 -98.2 -95.5
Divestments during the year - - - - - -
Closing accumulated amortisation -642.0 -545.0 -27.9 -26.7 -669.9 -571.7
Impairment

Opening accumulated impairment -8.5 -8.5 - - -8.5 -8.5
Impairment for the year ¥ -11.3 - - - -11.3 -
Closing accumulated impairment -19.8 -8.5 - - -19.8 -8.5
Total intangible assets 397.1 444.6 0.0 1.2 -397.1 445.8

U The impairment pertains to two internally developed systems. Impairments losses were recognised for commercial and technical reasons.
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E PROPERTY AND EQUIPMENT

Dec 31, Dec 31,
SEKM 2013 2012
Equipment
Opening cost 51.2 73.4
Purchases 7.1 5.7
Sales/scrapping - -27.9
Closing cost 58.3 51.2
Opening depreciation -42.0 -63.7
Sales/scrapping - 25.7
Depreciation for the year -4.7 -4.0
Closing accumulated depreciation -46.7 -42.0
Total property and equipment 11.6 9.2

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

SEKM Dec 31,2013 Dec 31, 2012 Dec 31,2013 Dec 31, 2012 Dec 31,2013 Dec 31, 2012
Other financial investment assets - - -
Liabilities, provisions -10.0 -12.3 1.0 0.3 -9.0 -12.0
Untaxed reserves - 143.5 82.6 143.5 82.6
Deferred tax assets(-)/deferred tax liabilities (+) -10.0 -12.3 144.5 82.9 134.5 70.6
Offset 0,8 - -0,8 - - -
Net deferred tax assets (-)/deferred tax liabilities (+) -9.2 -12.3 143.7 82.9 134.5 70.6

The Group has no temporary differences with tax effects in Group companies.

Change in deferred tax in temporary differences

Recognised Recognised in other
SEKM Amount at Jan 1 in profit and loss comprehensive income Amount at Dec 31
2013
Other financial investment assets
Liabilities -12.0 2.8 0.2 -9.0
Untaxed reserves 82.6 60.9 - 143.5
Deferred tax assets (-)/deferred tax liabilities (+) 70.6 63.7 0.2 134.5
Recognised Recognised in other

SEKM Amount at Jan 1 in profit and loss comprehensive income Amount at Dec 31
2012
Other financial investment assets - - - -
Liabilities -6.9 -5.1 - -12.0
Untaxed reserves 59.5 23.1 - 82.6
Deferred tax assets (-)/deferred tax liabilities (+) 52.6 18.0 - 70.6
OTHER ASSETS DUE TO CREDIT INSTITUTIONS

Dec 31, Dec 31, Dec 31, Dec 31,
SEKM 2013 2012 SEKM 2013 2012
Accounts receivable 181.4 229.9 Swedish banks 1,486.2 1009.3
Other assets 389.7 328.7 Other Swedish credit institutions 113.7 53.6
Total other assets 571.1 558.6 Total due to credit institutions 1,599.9 1,062.9

Payable on demand 1355 102.4
Remaining term of not more than 3 months 1,464.4 960.5
PREPAID EXPENSES AND ACCRUED INCOME Remaining term of more than 3 months but

Dec 31, Dec 31, not more than 1 year - -
SEKM 2013 2012
Accrued interest income 24328 2.486.3 Genuine repurchase transactions amount to SEK 531.0 M (576.3).
Other accrued income 112.0 11.7
Prepaid expenses 56.7 60.2
Total prepaid expenses and accrued income 2,601.5 2,558.2
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DEPOSITS FROM THE PUBLIC

Dec 31, Dec 31,
SEKM 2013 2012
Deposits from insurance companies 4,021.9 3,710.3
Deposits from households 58,665.8 53,220.7
Deposits from other Swedish public 6,532.3 5,465.3
Total deposits from the public 69,220.0 62,396.3
Payable on demand 69,220.0 62,396.3

Fixed-term deposits amount to SEK 33,442.4 (30,587.1). Interest compensation is paid
on premature redemption.

DEBT SECURITIES IN ISSUE

Dec 31, Dec 31,
SEKM 2013 2012
Commercial papers 2,003.0 5,004.5
Bond loans ¥ 121,558.9 109,182.9
Cashier's cheques issued 73.0 75.9
Total debt securities in issue 123,634.9 114,263.3
Remaining term of not more than 1 year 25,229.5 20,778.9
Remaining term of more than 1 year 98,405.4 93,484.4
U Covered bonds in the Group amount to SEK 98,989 M (90,962).
OTHER LIABILITIES

Dec 31, Dec 31,
SEKM 2013 2012
Accounts payable 47.9 75.0
Withheld preliminary tax, customers 63.0 102.3
Unpaid Group contributions - 397.4
Other liabilities 629.0 707.7
Total other liabilities 739.9 1,282.4
ACCRUED EXPENSES AND DEFERRED INCOME

Dec 31, Dec 31,
SEKM 2013 2012
Accrued holiday pay 20.4 19.3
Accrued social security expenses 14.9 11.1
Accrued interest expense 3,228.6 3,321.1
Other accrued expenses 570.4 500.8
Prepaid rent 255.8) 259.9
Total accrued expenses and deferred income 4,090.2 4,112.2
E PROVISIONS

Dec 31, Dec 31,
SEKM 2013 2012
Pension provisions 0.6 0.6
Provision for early retirement in accordance
with the pension agreement 10.9 13.8
Provision for contractual obligations 0.9 0.9
Other provisions 3.5 2.7
Total provisions 15.9 18.0
Provision for contractual obligations
Carrying amount at beginning of year 0.9 1.8
Unutilised amount reversed during the year - -0.9
Carrying amount at year-end 0.9 0.9

PROVISIONS, cont.

Guarantees
Guarantees include leasing guarantees and credit guarantees.

Defined-benefit pensions

The Group has a defined-benefit pension plan. This is a pension agreement from 2006 for
the insurance industry, by which persons born in 1955 or earlier can voluntarily retire at
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 the age of 62.

Pensions and senior executive benefits

Defined-benefit pension plans 2013 2012
Present value of unfunded commitments 10.9 13.8
Total deficit in defined-benefit pension plans 10.9 13.8
Liabilities in balance sheet 10.9 13.8

Change in defined-benefit obligation:

At January 1 13.9 10.9
Costs for service during current year 0.5 0.3
Interest expense 0.3 0.1
Costs for service during prior periods and gains
and losses from settlement 7.0 2.7
Gain/loss as a result of changed financial assumptions -0.0 3.1
Experience-based gains -0.9 -0.4
Special employer’s contribution related to revaluations -0.2 0.7
Payments in conjunction with settlement -9.5 -3.7
Assumed/transferred pension commitments -0.2 -
At December 31 10.9 37.7
Actuarial assumption 2013 2012
Discount rate 2.4% 2.3%
Salary increases 2.5% 2.5%
Inflation 1.4% 1.5%
Employee turnover 0.0% 0.0%
FFFFS FFFS
Life expectation assumptions 2007:31 2007:31
Probability of early retirement 30.0% 30.0%
Population 2013 2012
Active 24 30
Total 24 30

Defined-contribution pension plans

Defined-contribution pension plans are plans according to which the company pays fixed
contributions to a separate legal entity and does not have a legal or informal obligation to
pay additional contributions. The Group’s payments of defined-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 except for a
few employees who have individual solutions. The pension agreement for the insurance
industry, the FTP plan, through insurance with the Insurance Industry’s Pension Fund
(FPK), is a multi-employer defined-benefit pension plan. According to IAS 19 Employee
Benefits, this pension plan entails that, as a rule, a company is to recognise its proportio-
nal share of the defined-benefit pension commitment and the plan assets and expenses
associated with the pension commitment. Disclosure is also to be presented in the
accounts according to the requirements for defined-benefit pension plans. FPK is unable
to provide the necessary information on this, which is why the pension plans above are
recognised as a defined-contribution plan in accordance with item 34 of IAS 19. Nor is
any information available on future surpluses and deficits in the plan or whether these sur-
pluses and deficits would then affect the contributions for the plan in future years.

The Group’s expected fees in 2014 for the FTP plan amount to SEK 25.0 M.

2013 2012
Expenses for defined — contribution plans 54.5 47.4
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SUBORDINATED LIABILITIES

SEKM Dec 31,2013 Dec 31, 2012
Subordinated debt, Lansférsakringar AB - 290.0
External subordinated debt, listed 2,299.7 1,199.7
Total subordinated liabilities 2,299.7 1,489.7

Specification of subordinated debt from Lansforsakringar AB

Carrying Coupon rate of

amount interest
Variable 3
Subordinated debt external 1,545.0 months

41 EQUITY ACCORDING TO SWEDISH ANNUAL ACCOUNTS ACT FOR
CREDIT INSTITUTIONS AND SECURITIES COMPANIES (ARKL), cont.

Defined-benefit pension reserve 2013 2012
Opening reserve -2.6 -
Revaluation of defined-benefit pensions 1.1 -3.3
Tax attributable to revaluation of defined-benefit pensions -0.2 0.7
Closing reserve -1.7 -2.6

The other changes in equity for the period and division according to IFRS are contained in
Statement of changes in shareholders’ equity.

Conditional shareholders’ contribution received totalled:

Subordinated debt external 754.7 Fixed During 2007 325.0
Total subordinated debt 2,299.7 During 2008 500.0
During 2009 400.0
During 2010 850.0
m ASSETS AND LIABILITIES, FOREIGN CURRENCY During 2011 798.0
During 2012 742.0
Dec 31, 2013 Dec 31, 2012
N N During 2013 625.0
Foreign Foreign
currency SEK currency SEK Total 4,240.0
Assets
Treasury bills
EUR 75.6 669.5 55.0 471.8 E PLEDGED ASSETS, CONTINGENT LIABILITIES AND COMMITMENTS
usD 74.6 479.2 Dec 31, Dec 31,
Bonds EUR 10.4 91.9 SEKM 2013 2012
Total assets 1,240.6 471.8 For own liabilities, pledged assets
Liabilities Pledged securities in the Riksbank 1,900.0 1,900.0
e Pledged securities in Euroclear 1,300.0 850.0
Debt securities in issue - —
CHF 648.1 47116 538.5 3.929.1 Collateral-prowded for derivatives 10.0 10.0
EUR 27747 25.391.7 22216 20.653.3 Loan recefvables, coven‘ad bonds 104,506.1 95,529.8
NOK 2399.7 2.773.3 1,000.0 1.177.3 Loan récelvables, suPstltute collateral 16,250.0 19,324.1
Total liabilities 32.876.6 25.759.7 Commitments resulting from repurchase agreement 530.5 576.3
Other collateral for securities 5.0 5.0
All amounts are hedged with currency swaps or currency forward contracts. For own liabilities, pledged assets 124,501.6 118,195.2
For further information, see also Currency risk in note 3 Risks and capital adequacy.
Other pledged assets None None
EQUITY ACCORDING TO SWEDISH ANNUAL ACCOUNTS ACT FOR Contingent liabilities
CREDIT INSTITUTIONS AND SECURITIES COMPANIES (ARKL) Guarantees 56,6 55.1
Dec 31, Dec 31, Unconditional shareholders’ contributions 4,240.0 3,615.0
SEKM 2013 2012 Early retirement at age 62 in accordance with
Restricted equity pension agreement, 80% 25.4 32.4
Share capital (9,548,708 shares, Total contingent liabilities 4,322.0 3,702.5
quotient value SEK 100 per share) 954.9 954.9
Commitments
Statutory reserve 18.5 18.5
" - Loans approved but not disbursed 5,608.0 6,437.1
Total restricted equity 973.4 973.4
Unutilised portion of overdraft facilities 1,984.4 2,098.1
Non-restricted equity Unutilised portion of credit card facilities 1,196.1 961.0
Reserves 136.9 123.2 Total other commitments 8,788.5 9,496.2
Retained earnings 6,699.3 5,641.6
Net profit for the year 478.8 432.7 Loans to the public were provided as collateral for issuance of covered bonds and mort-
" " gage bonds. In the event of the company’s insolvency, bond holders have preferential
Total non-restricted equity 7,315.0 6,197.5 rights to the assets that are registered as cover pool.
Total equity 8,288.4 7,170.9 Other pledged securities will be transferred to the pledgee in the event of bankruptcy.
An assumption regarding the number of employees likely to utilise the option of early
Specification of balance-sheet item Reserves retirement was made in determining the contingent liabilities for early retirement accor-
ding to pension agreements. This assumption was based on historical information. The
Fair value reserve 2013 2012 pension agreement expires in 2017.
Opening reserve 125.8 168.5
Change in fair value of available-for-sale financial assets &35 -19.2
Reclassification adjustments on realised securities -17.1 -38.4
Tax on available-for-sale financial assets -3.6 14.9
Closing reserve 138.6 125.8
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FINANCIAL ASSETS AND LIABILITIES BY CATEGORY

Financial assets at fair
value in profit and loss

Financial assets Derivatives Available-for- Held-to- Total
Loans and according to Held for used in hedge sale financial maturity carrying
Dec 31,2013 SEKM receivables fair value option trading accounting assets  investments amount Fair value
Assets
Cash and balances at central banks 108.5 108.5 108.5
Treasury bills and other eligible bills 4,881.4 4,881.4 4,881.4
Loans to credit institutions 5,957.9 5,957.9 5,957.9
Loans to the public 162,003.2 162,003.2 156,228.0
Bonds and other interest-bearing securities 35,200.6 35,200.6 35,200.6
Shares and participations 87.8 87.8 87.8
Derivatives 42.5 1,034.5 1,077.0 1,077.0
Accounts receivable 181.4 181.4 181.4
Total assets 168,251.0 42.5 1,034.5 40,169.8 209,497.8 203,722.6
Financial liabilities at fair
value in profit and loss
Financial liabilities Derivatives Other Total
according to Held for used in hedge financial carrying
Dec 31,2013 SEKM fair value option trading accounting liabilities amount Fair value
Liabilities
Due to credit institutions 1,599.9 1,599.9 1,599.9
Deposits and funding from the public 69,220.0 69,220.0 70,069.6
Debt securities in issue 123,634.9 123,634.9 128,079.9
Derivatives 365.2 2,415.1 2,780.3 2,780.3
Accounts payable 47.9 47.9 47.9
Subordinated liabilities 2,299.7 2,299.7
Total liabilities 365.2 2,415.1 196,802.4 199,582.7 202,577.6
Financial assets at fair
value in profit and loss
Financial assets Derivatives Available-for- Held-to- Total
Loans and according to Held for used in hedge sale financial maturity carrying
Dec 31,2012 SEKM receivables fair value option trading accounting assets  investments amount Fair value
Assets
Cash and balances at central banks 109.4 109.4 109.4
Treasury bills and other eligible bills 5,222.3 5,222.3 5,222.3
Loans to credit institutions 2,852.9 2,852.9 2,852.9
Loans to the public 149,941.9 149,941.9 144,170.2
Bonds and other interest-bearing securities 32,684.7 32,684.7 32,684.7
Shares and participations 11.0 11.0 11.0
Derivatives 22.0 1,852.8 1,874.8 1,874.8
Accounts receivable 229.9 229.9 229.9
Total assets 153,134.1 22.0 1,852.8 37,918.0 192,926.9 187,155.2
Financial liabilities at fair
value in profit and loss
Financial liabilities Derivatives Other Total
according to Held for used in hedge financial carrying
Dec 31,2012 SEKM fair value option trading accounting liabilities amount Fair value
Liabilities
Due to credit institutions 1,062.9 1,062.9 1,062.9
Deposits and funding from the public 62,396.3 62,396.3 62,731.8
Debt securities in issue 114,263.3 114,263.3 120,592.2
Derivatives 81.6 3,022.4 3,104.0 3,104.0
Accounts payable 75.0 75.0 75.0
Subordinated liabilities 1,489.7 1,489.7
Total liabilities 81.6 3,022.4 179,287.2 182,391.2 187,565.9

The fair value of cash and balances with central banks, loans to credit institutions, accounts
receivable, due to credit institutions and accounts payable comprises a reasonable approxi-
mation of the fair value based on the cost of the assets and liabilities, since these assets
and liabilities have short terms. When calculating the fair value of deposits and lending,
anticipated future cash flows have been discounted using a discount interest rate set at the

current deposit and lending rates applied (including discounts). The main principle for mea-
suring the fair value of debt securities in issue is that the value is measured at prices from
external parties at year-end or the most recent trading date. If external prices are not availa-
ble or are deemed to deviate from market levels, a standard method or valuation technique
based on the estimated or original issue spread is utilised.
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m FAIR VALUE VALUATION TECHNIQUES

Financial instruments measured at fair value in the balance sheet

Instruments with
published price

Valuation techniques
based on observable

Valuation techniques
based on unobservable

Dec 31,2013 SEKM quotations (Level 1) market prices (Level 2) market prices (Level 3) Total
Assets
Treasury bills and other eligible bills 4,881.4 4,881.4
Bonds and other interest-bearing securities 35,200.6 35,200.6
Shares and participations? 76.8 11.0 87.8
Derivatives 1,077.0 1,077.0
Liabilities
Derivatives 2,780.3 2,780.3

Instruments with Valuation techniques Valuation techniques

published price based on observable based on unobservable

Dec 31,2012 SEKM quotations (Level 1) market prices (Level 2) market prices (Level 3) Total
Assets
Treasury bills and other eligible bills 5,222.3 5,222.3
Bonds and other interest-bearing securities 32,684.7 32,684.7
Shares and participations? 11.0 11.0
Derivatives 1,874.8 1,874.8
Liabilities
Derivatives 3,104.0 3,104.0

There were no significant transfers between Level 1 and Level 2 during 2013 or during 2012.

There were no transfers from Level 3 in 2013 or 2012.

For further information about how the fair value was determined for financial instruments
measured at fair value in the balance sheet, and about valuation techniques and inputs, see
note 2 Accounting policies. For information about determining the fair value of financial assets
and liabilities not measured at fair value in profit and loss, see note 43. Gains and losses are

recognised in profit and loss under Net gains / losses from financial items.

Change in holdings in Level 3

SEKM Shares and participations
Opening balance, January 1, 2013 11.0
Total profits and losses recognised:

—recognised in net profit for the year -
Acquisition of shares -
Closing balance, December 31, 2013 11.0
Profits and losses recognised in net profit for the year pertaining to

assets included in the closing balance at December 31, 2013.

Opening balance, January 1, 2012 10.4
Total profits and losses recognised: -
—recognised in net profit for the year -
Acquisition of shares 0.6
Closing balance, December 31, 2012 11.0

Profits and losses recognised in net profit for the year pertaining to
assets included in the closing balance at December 31, 2012

D Unlisted shares and participations held for business purposes are presented in Level 3. These items are
initially measured at cost and impaired if objective evidence exists to recognise an impairment loss.

The assessment is based on the most recent annual report and forecast earnings.
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m INFORMATION ABOUT OFFSETTING

The table below contains financial assets and liabilities covered by a legally binding frame-
work agreement regarding netting or a similar agreement but that are not offset in the
balance sheet. The company has ISDA and CSA agreements with all derivative counterpar-
ties and corresponding netting agreements for repurchase agreements, which means that all

exposures are covered by both types of agreements. The framework netting agreement
entails that parties are to settle their exposures net (meaning that receivables are offset
against liabilities) in the event of a serious credit incident.

Related amounts not offset in the balance sheet

Recognised Recognised financial Amounts
SEKM financial assets, liabilities, gross, offsetin  recognised in the Financial Paid (+)/Received Paid (+)/Received
Dec 31, 2013 gross the balance sheet balance sheet instr t: (-) collateral — securities (-) cash - collateral Net amount
Assets
Derivatives 1,337.7 -260.7 1,077.0 -1,028.7 -8.5 39.8
Repurchase
agreements 5,338.9 5,338.9 -5,338.9 0.0
Liabilities
Derivatives -2,780.3 -2,780.3 1028.7 77.6 -1,674.0
Repurchase
agreements -531.0 -531.0 531.0 0.0
Total 3,365.3 -260.7 3,104.6 0.0 -4,807.9 69.1 1,634.2

Related amounts not offset in the balance sheet

Recognised Recognised financial Amounts
SEKM financial assets, liabilities, gross, offsetin  recognised in the Financial Paid (+)/Received Paid (+)/Received
Dec 31, 2012 gross the balance sheet balance sheet instr (-) collateral - securities (-) cash - collateral Net amount
Assets
Derivatives 2,067.7 -192.9 1,874.8 -1,653.4 221.4
Repurchase
agreements 1,749.5 1,749.5 -1,749.5 0.0
Liabilities
Derivatives -3,104.0 -3,104.0 1,653.4 496.0 -954.6
Repurchase
agreements -576.3 -576.3 576.3 0.0
Total 136.9 -192.9 -56.0 0.0 -1,173.2 496.0 -733.2

Counterparty risk in derivative contracts is reduced through netting agreements (ISDA agreements), meaning the netting of positive and negative values in all derivative contracts with the
same counterparty. Netting agreements are supplemented with agreements on the provision of collateral for net exposures (CSA agreements). The bank currently has ISDA and CSA agree-

ments with all counterparties.

m DISCLOSURES ON RELATED PARTIES, PRICING AND AGREEMENTS

Related parties
Related legal entities include the Lansforsakringar AB Group’s (LFAB) and the Lansférséak-
ringar Liv Group’s companies, associated companies, the 23 regional insurance compa-
nies with subsidiaries and other related parties. Other related parties comprise: Lansfor-
sakringar Méaklarservice , Lansforsakringar, Fastighetsformedling AB, PE-Holding AB
(publ), Humlegarden Holding | AB, Humlegéarden Holding Il AB, Humlegarden Holding IlI
AB and Humlegarden Fastigheter AB.

From 2006, the local insurance companies that hold shares in Lansférsakringar 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.

Transactions

Pricing

The price level of the goods and services that the Bank Group purchases and sells within
the Lansforsakringar Alliance is determined by Lansforsakringar AB’s corporate manage-
ment once a year in conjunction with the adoption of the business plan.

Agreements

Significant agreements for the Bank Group are primarily assignment agreements with the
23 regional insurance companies and assignment agreements with Lansférsakringar AB
regarding development, service, finance and IT.

Receivables Liabilities Income Expenses
Dec 31, Dec 31, Dec 31, Dec 31,
SEKM 2013 2012 2013 2012 2013 2012 2013 2012
Lansférsakringar AB (Parent Company) 26.6 249 42.7 427.3 0.0 2.3 263.2 268.1
Other companies in the Lénsforsékringar AB Group 0.0 0.7 489.2 819.4 0.0 -12.8 268.7 230.9
Regional insurance companies 30.4 27.2 1,830.3 1,852.7 181.4 126.3 778.0 825.0
Lansforsakringar Liv Group - - 650.9 281.0 - 0.1 80.2 74.7
Other related parties = - 18.4 20.3 0.7 0.6 0.2 0.3

For information regarding remuneration of related key persons such as members of the Board of Directors 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.

EVENTS AFTER BALANCE-SHEET DATE

No significant events took place after the balance-sheet date.
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Five-year summary for the Parent Company

SEKM 2013 2012 2011 2010 2009
INCOME STATEMENT

Interest income 3,585.1 3,539.8 2,642.2 1,409.3 1,573.0
Interest expense -2,789.1 -2,797.1 -1,916.2 -904.5 -1,152.5
Net interest income 796.0 742.7 726.0 504.8 420.5
Net commission expense -254.3 -316.5 -470.6 -279.3 -204.0
Dividends received 0.1 0.0 0.0 0.2 0.0
Group contribution received - - 52.8 37.7 -
Net gains from financial items 19.4 2.7 6.2 1.9 23.5
Other operating income 229.3 219.7 226.5 208.4 228.0
Total operating income 790.5 648.6 540.9 473.7 468.0
General administrative expenses —-625.6 -586.7 -496.9 -416.5 -460.3
Depreciation/amortisation -82.7 -73.4 -61.0 -56.9 -51.5
Total expenses before loan losses -708.3 -660.1 -557.9 -473.4 -511.8
Profit/loss before loan losses 82.2 -11.5 -17.0 0.3 -43.8
Loan losses, net -80.1 -22.2 1.1 1.9 7.2
Operating profit/loss 2.1 -33.7 -15.9 2.2 -36.6
Appropriations -11.9 - - - -
Tax 6.2 -3.2 9.4 -0.3 3.2
Net profit/loss for the year -3.6 -36.9 -6.5 1.9 -33.4
BALANCE SHEET

Cash and balances with central banks 108.5 109.4 66.9 84.8 80.5
Treasury bills and other eligible bills 3,389.5 3,677.4 - 1,349.3 1,999.8
Loans to credit institutions 44,638.6 38,260.7 31,029.1 28,344.4 31,7219
Loans to the public 36,007.7 35,212.9 33,399.9 27,532.5 22,963.3
Bonds and other interest-bearing securities 19,824.7 14,466.0 6,123.7 8,720.0 20,644.4
Shares and participations 6,157.8 5,880.0 5,314.4 4,604.4 3,709.4
Derivatives 602.7 413.3 96.2 45.5 242.1
Fair value changes of interest-rate-risk hedged items in portfolio hedge 64.8 97.0 69.5 14.2 61.3
Intangible assets 347.7 367.6 353.5 283.8 221.2
Property and equipment 2.6 2.1 5.2 8.8 12.5
Deferred tax assets 6.3 5.4 2.7 - -
Other assets 386.1 316.8 55.1 63.9 89.6
Prepaid expenses and accrued income 871.2 694.4 316.1 304.7 389.9
Total assets 112,408.2 99,503.0 76,832.3 71,356.3 82,135.9
Due to credit institutions 6,099.6 2,750.4 2,171.7 12,363.2 29,955.5
Deposits and funding from the public 69,340.6 62,535.0 49,766.0 41,722.5 37,481.2
Debt securities in issue 24,645.5 23,300.9 15,883.3 9,552.6 7,336.6
Derivatives 653.5 564.5 220.5 228.8 779.9
Fair value changes of interest-rate-risk hedged items in portfolio hedge 46.2 108.9 80.9 -13.5 8.1
Other liabilities 455.6 697.5 241.0 216.0 199.1
Accrued expenses and deferred income 1,134.2 986.2 622.0 478.5 421.3
Provisions 6.1 8.0 5.2 4.8 4.8
Subordinated liabilities 2,299.7 1,489.7 1,489.7 1,250.0 1,250.0
Untaxed reserves 11.9 - - - -
Equity 7,715.3 7,061.9 6,352.0 5,5653.4 4,699.4
Total liabilities and equity 112,408.2 99,503.0 76,832.3 71,356.3 82,135.9
KEY FIGURES

Core Tier 1 ratio according to Basel II, % 38.5 36.0 31.4 29.3 28.1
Core Tier 1 ratio according to transition rules, % 28.9 27.4 28.8 28.0 25.4
Capital adequacy ratio according to transition rules, % 37.6 33.1 35.5 34.4 324
Tier 1 ratio according to transition rules, % 28.9 28.6 30.2 29.6 27.0
Capital adequacy ratio according to Basel II, % 50.2 43.5 38.7 359 359
Tier 1 ratio according to Basel |1, % 38.5 37.6 32.9 30.9 29.9
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Income statement — Parent Company

Balance sheet — Parent Company

Dec 31, Dec 31,
SEKM Note 2013 2012 SEKM Note 2013 2012
Interest income 5 3,585.1 3,5639.8 ASSETS
Interest expense 6 -2,789.1 -2,797.1 Cash and balances with central banks 108.5 109.4
Net interest income 796.0 742.7 Treasury bills and other eligible bills 19 3,389.5 3,677.4
Loans to credit institutions 20 44,638.6 38,260.7
Dividends received 0.1 0.0
— Loans to the public 21 36,007.7 35,212.9
Commission income 8 298.1 237.6 - - —
— Bonds and other interest-bearing securities 22 19,824.7 14,466.0
Commission expense -552.4 -554.1
- - — Shares and participations 23 87.8 11.0
Net gains from financial items 10 19.4 2.7 — -
— Shares and participations in associated
Other operating income 11 229.3 219.7 companies 24 1.0 0.0
Total operating income 790.5 648.6 Shares and participations in Group companies 25 6,069.0 5,869.0
Staff costs 12 1426 _137.0 Derivatives 26 602.7 413.3
Other administration expenses 13,14,15 _483.0 ~449.7 Fair value changes of interest-rate risk hedged
items in portfolio hedge 27 64.8 97.0
Total administration expenses -625.6 -586.7 -
Intangible assets 28 347.7 367.6
Depreciation/amortisation and impairment Property and equipment 29 2.6 2.1
of property and equipment/intangible assets 16 -82.7 -73.4 Deferred tax assets 30 6.3 5.4
Total operating expenses -708.3 -660.1 Other assets 31 386.1 316.8
Profit/loss before loan losses 82.2 -11.5 Prepaid expenses and accrued income 32 871.2 694.4
Loan losses, net 17 _80.1 o090 TOTAL ASSETS 112,408.2 99,503.0
Operating profit/loss 2.1 -33.7 LIABILITIES, PROVISIONS AND EQUITY
Appropriations 41 _11.9 _ Due to credit institutions 33 6,099.6 2,750.4
Deposits and funding from the public 34 69,340.6 62,535.0
Tax 18 6.2 —3.2 Debt securities in issue 35 24,6455  23,300.9
Net profit/loss for the year -3.6 -36.9 Derivatives 26 653.5 564.5
Fair value changes of interest-rate risk hedged
items in portfolio hedge 27 46.2 108.9
Statement of comprehensive income — Parent Company  Deferred tax liabilities 30 - -
Other liabilities 36 455.6 697.5
..................................................................................................................... Accrued expenses and deferred income 37 1,134.2 986.2
Provisions 38 6.1 8.0
SEKM Note 2013 2012 - -
Subordinated liabilities 39 2,299.7 1,489.7
Net profit/loss for th -3.6 -36.9
€t profitloss Tor the year Total liabilities and provisions 104,681.0  92,441.1
Other comprehensive income 42
Untaxed reserves 41 11.9
Items that may subsequently be transferred
to profit and loss Equity 42
Change in fair value of available-for-sale Share capital 954.9 954.9
financial assets 45.1 28.9
Statutory reserve 18.4 18.4
Reclassification of realised securities -4.1 - -
Fair value reserve 76.1 44.1
Tax attributable to items that may subsequently - N
be transferred to profit and loss -9.0 -7.6 Retained earnings 6,669.5 6,0814
Total 32.0 21.3 Net profit/loss for the year -3.6 -36.9
Total other comprehensive income for the year, Total equity 7,715.3 7,061.9
net after tax 32.0 21.3 TOTAL LIABILITIES, PROVISIONS
Comprehensive income for the year 284 -15.6 AND EQUITY 112,408.2 99,503.0
Pledged assets, contingent liabilities
and commitments 42
For own liabilities, pledged assets 3,721.3 3,330.0
Other pledged assets None None
Contingent liabilities 4,303.4 3,682.2
Other commitments 11,349.6 7,533.7
Other notes
Company information 1
Accounting policies 2
Segment reporting 3
Assets and liabilities, foreign currency 40
Financial assets and liabilities by category 44
Fair value valuation techniques 45
Information about offsetting 46
Disclosures on related parties,
pricing and agreements 47
Events after balance-sheet date 48
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Cash-flow statement, indirect method — Parent Company

SEKM 2013 2012 SEKM 2013 2012
Cash and cash equivalents, January 1 1,920.2 1,363.9 Non-cash items
Depreciation/amortisation 82.7 73.4
Operating activities - - - - —
. . Unrealised portion of net gains from financial items -32.0 -61.5
Operating profit/loss 2.1 -33.7 - -
- - Loan losses, excluding recoveries 79.5 9.4
Adjustment of non-cash items 99.7 -12.5 - -
Change in accrued expense/income -28.6 -14.2
Change in assets of operating activities Provisions -1.9 2.8
Change in treasury bills and other eligible bills 290.4 -3,684.1 Group contributions and dividend in income statement - -22.4
Changes in loans to subsidiaries -3,159.3 -6,584.3 Total non-cash items 99.7 -12.5
Change in loans to the public -874.3 -1,822.5 . i
R K X . Cash and cash equivalents comprise:
Change in bonds and other interest-bearing securities -5,398.2 -8,217.4 .
Cash and balances with central banks 108.5 109.4
Change in derivatives 11.0 10.4 ———
- Loans to credit institutions® 5,435.8 2,194.8
Change in other assets -73.0 -272.5 .
Due to credit institutions® -389.5 -384.0
Change in liabilities of operating activities Total cash and cash equivalents 5,154.8 1,920.2
Change in due to credit institutions 3,343.7 414.6 Interest received 3,382.4 3,174.4
Change in deposits and funding from the public 6,805.6 12,769.0 Interest paid 2,700.5 2,451.3
Change in debt securities in issue - 7,426.4 Gross investments -63.2 84.5
Change in other liabilities 1,303.1 438,0 Tax paid 0.0 0.0
Change in derivatives -232.5 -20.0 1 Excluding loans/liabilities to subsidiaries.
Cash flow from operating activities 2,118.3 411.4

Cash and cash equivalents is defined as cash and balance at central banks, lending and
due to credit institutions payable on demand, as well as overnight loans and investments

Investing activities with the Riksbank that mature on the following banking day.

Acquisition of intangible assets -60.9 -83.7
Acquisition of property and equipment -2.3 -0.7
Change in shareholders’ contributions paid -200.0 -565.0
Divestment of other financial assets —77.9 -0.5
Cash flow from investing activities -341.1 -649.9

Financing activities

Shareholders’ contribution received 625.0 742.0
Group contribution received 22.4 52.8
Subordinated debt received 810.0 -
Amortisation of subordinated debt = -
Cash flow from financing activities 1,457.4 794.8
NET CASH FLOW FOR THE YEAR 3,234.6 556.3
Cash and cash equivalents, December 31 5,154.8 1,920.2
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Statement of changes in shareholders’ equity — Parent Company

Statutory Fair value Retained Net profit
SEKM Share capital reserve reserve earnings for the year Total
Opening balance, January 1, 2012 954.9 18.4 22.8 5,362.4 -6.5 6,352.0
Net profit for the year -36.9 -36.9
Other comprehensive income for the year 21.3 21.3
Comprehensive income for the year 21.3 -36.9 -15.6
Resolution by Annual General Meeting -6.5 6.5 0.0
Group contribution paid -22.4 -22.4
Tax effect of Group contribution paid 5.9 5.9
Conditional shareholders’ contribution received 742.0 742.0
Closing balance, December 31, 2012 954.9 18.4 44.1 6,081.4 -36.9 7,061.9
Opening balance, January 1, 2013 954.9 18.4 44.1 6,081.4 -36.9 7,061.9
Net profit for the year -3.6 -3.6
Other comprehensive income for the year 32.0 32.0
Comprehensive income for the year 32.0 -3.6 28.4
Resolution by Annual General Meeting -36.9 36.9 0.0
Group contribution received - -
Tax effect of Group contribution paid - -
Conditional shareholders’ contribution received 625.0 625.0
Closing balance, December 31, 2013 954.9 18.4 76.1 6,669.5 -3.6 7,715.3

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 financial assets until the asset is derecognised from the balance sheet.

Retained earnings, including net profit for the year
Retained earnings, including net profit for the year, includes profit in the Parent Company.

Group contributions received and paid after tax and shareholders’ contributions received
and paid are also included.
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Notes to the Parent Company’s financial statements

COMPANY INFORMATION

The Annual Report for Lansforsédkringar Bank AB (publ) (Corp. Reg. No.
516401-9878) was presented on December 31, 2013. Lansforsdkringar
Bank AB is a bank registered in Sweden, with its registered office in
Stockholm. The address of the head office is Tegeluddsvigen 11-13, Stock-
holm, Sweden. The company is a wholly owned subsidiary of Lans-
forsakringar AB (publ) (Corp. Reg. No. 556549-7020) with its registered
office in Stockholm. The Parent Company in the largest and smallest
Group in which Lansforsiakringar Bank AB (publ) is the subsidiary and in
which the consolidated financial statements are prepared is Lans-
forsékringar AB (publ), Stockholm. The Annual Report for Léns-
forsékringar Bank (publ) was approved by the Board and President for
publication on February 20, 2014. Final approval of the Annual Report
will be made by the Parent Company’s Annual General Meeting on May
12,2014.

E PARENT COMPANY’S ACCOUNTING POLICIES

The accounting policies stated below for the Parent Company have been
applied consistently to all periods presented in the Parent Company’s
financial statements. The Parent Company prepares its accounts in accor-
dance with the Swedish Annual Accounts Act for Credit Institutions and
Securities Companies (ARKL), the Swedish Financial Supervisory
Authority’s regulations and general guidelines on annual reports in credit
institutions and securities companies (FFFS 2008:25), including amend-
ment regulations and the Swedish Financial Reporting Board’s recom-
mendation RFR 2 Accounting for Legal Entities. The rules in RFR 2 stip-
ulate that the Parent Company, in the annual accounts for the legal entity,
is to apply all IFRS and statements adopted by the EU to the extent that
this is possible within the framework of the Annual Accounts Act and the
Pension Obligations Vesting Act and taking into consideration the con-
nection between accounting and taxation. The recommendation stipulates
the permissible exceptions from and supplements to IFRS.

Differences between the Group’s and

the Parent Company’s accounting policies

The deviations arising between the Parent Company’s and the Group’s
accounting policies are due to the limitations on the possibility of applying
IFRS in the Parent Company, as a result of the Annual Accounts Act for
Credit Institutions and Securities Companies and the Pension Obligations
Vesting Act and in certain cases for tax reasons. The main deviations com-
pared with the Group’s policies are described below.

Remuneration of employees

Defined-benefit pension plans

The Parent Company applies different policies for the taxation of defined-
benefit plans to those stipulated in IAS 19. The Parent Company complies
with the provisions of the Pension Obligations Vesting Act and the regula-
tions of the Swedish Financial Supervisory Authority, which is a require-
ment for rights to tax deductions. The most significant differences com-
pared with the IAS 19 regulations are the determination of the discount
rate, that the defined-benefit commitment is calculated based on current
salary levels without any assumptions concerning future salary increases,
and that all actuarial gains and losses are recognised in profit and loss
when they arise.

Subsidiaries
Shares and participations in subsidiaries are recognised at cost. Transac-
tion costs are included in the carrying amount of holdings in subsidiaries.

Shareholders’ contributions

Shareholders’ contributions are recognised directly against the equity of
the recipient and in shares and participations in Group companies of the
donor.

Group contributions

Group contributions received by the company from a subsidiary are rec-
ognised in profit and loss on the line Dividends received, according to the
same accounting policies as dividends. Group contributions paid to a sub-
sidiary are recognised as an investment in shares and participations in
Group companies. Group contributions that have been paid to other com-
panies in the Lansforsdkringar AB Group are recognised directly against
retained earnings less the relevant tax effect.

RISKS

See note 3 Risks and capital adequacy in the notes to the consolidated
financial statements on page 39.

n SEGMENT REPORTING

Segment reporting is only submitted for the Group.

B INTEREST INCOME

SEKM 2013 2012
Loans to credit institutions 864.6 923.9
Loans to the public 1,383.2 1,472.9
Interest-bearing securities 403.7 340.5
Derivatives
Hedge accounting 736.9 646.8
Non-hedge accounting 196.7 155.7
Other interest income 0.0 0.0
Total interest income 3,585.1 3,539.8
of which, interest income on impaired loans 9.7 3.6
of which, interest income from financial items not
measured at fair value 2,247.8 2,396.8
Average interest rate on loans to the public during the year, % 3.8 4.4
n INTEREST EXPENSE
SEKM 2013 2012
Due to credit institutions -59.8 -44.8
Deposits and funding from the public -925.1 -1,142.0
Interest-bearing securities -552.9 -648.2
Subordinated liabilities -103.2 -75.7
Derivatives
Hedge accounting -725.0 -687.3
Non-hedge accounting -355.2 -141.4
Other interest expense, including government deposit
insurance -67.9 -57.7
Total interest expense -2,789.1 -2,797.1
of which, interest expense from financial items not
measured at fair value -1,708.9 -1,968.4
Average interest rate on deposits from the public
during the year, % 1.4 2.0
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DIVIDENDS RECEIVED

OTHER OPERATING INCOME

SEKM 2013 2012 SEKM 2013 2012
Dividends received on shares 0.1 0.0 Remuneration from the regional insurance companies 185.5 103.2
Total dividends received 0.1 0.0 Other income 93.8 116.5
Total other operating income 229.3 219.7
B COMMISSION INCOME EMPLOYEES, STAFF COSTS
SEKM 2013 2012 AND REMUNERATION OF SENIOR EXECUTIVES
Transfer of payments 94.4 60.5 A ge number of employees, Sweden 2013 2012
Loans 9.7 10.5 Men 54 48
Deposits 10.1 9.0 Women 55 62
Financial guarantees 0.6 0.6 Total number of employees 109 110
Securities 5153} 27.2
Cards 123.4 125.4 Salr.elries, other remuneration and
social security expenses, other employees 2013 2012
Other commission 4.6 4.4 - -
Salaries and remuneration 68.1 63.9
Total commission income 298.1 237.6 - - -
of which, variable remuneration 0,0 0.0
Social security expenses 47.0 44.2
n of which, pension costs 20.5 18.5
COMMISSION EXPENSE Total 1151 108.1
SEKM 2058, 2012 Board of Directors and other senior executives, 14 (13) 2013 2012
Paymén.t mediation BE 621 Salaries and remuneration 10.9 114
Securities =56 -9.0 of which, fixed salary to the President
Cards -81.8 -87.8 and Executive Vice President 4.2 4.0
Remuneration to regional insurance companies -370.2 -378.9 of which, variable remuneration to the President
Other commission ~10.0 _16.3 and Executive Vice President 0.0 0.0
Total commission expense _552.4 _554.1 of which, fixed salary to other senior executives 5.4 6.1
of which, variable salary to other senior executives 0.0 0.0
Social security expenses 8.8 9.1
NET GAINS FROM FINANCIAL ITEMS of which, pension costs 4.3 44
Total 19.7 20.5
SEKM 2013 2012
Change in fair value Total salaries, other remuneration
Interest-related instruments -15.7 -37.8 and social security expenses 2013 2012
Currency-related instruments -4.3 -2.6 Salaries and remuneration 79.0 75.3
Change in fair value of hedged items 233 37.5 of which, variable remuneration 0.0 0.0
. i Social security expenses 55.8 53.3
Capital gains/losses - -
) of which, pension costs 24.8 22.9
Interest-related instruments 5.8 -3.8
- Total 134.8 128.6
Interest compensation 10.3 9.4
Total net gains from financial items 194 2.7 Lansforsakringar Bank has about 1,050 individuals who are also employed at Lans-
férsakringar Bank and the regional insurance companies. They receive their entire remu-
SEKM 2013 2012 neration from their respective regional insurance company.
Profit/loss by measurement category Remuneration of the Board
Available-for-sale financial assets, realised 10.6 18.8 Directors’ fees are payable to the Chairman and members of the Board in accordance with
Derivative assets intended for risk management, a decision of the Annual General Meeting. No fee is payable to employee representatives.
non.—hefjge e.accountmg _ _ BE - Remuneration of senior executives
Derivatives in non-hedge accounting, realised - 0.0 Remuneration of the President and other senior executives comprises basic salary and
Derivatives in hedge accounting, realised 3.8 ~16.6 other benefits. Pension benefits and other benefits paid to the President and other senior
- - - - executives are included as part of total remuneration. Senior executives are the individuals
Othgr financial assets measured at fair value in who, together with the President, comprise corporate management.
profit and loss - -
Derivative liabilities intended for risk management,
non-hedge accounting - -
Loans and receivables 7.1 7.1
Financial liabilities at amortised cost 0.2 -7.4
Change in fair value of derivatives that are hedging
instruments in a fair value hedge -20.4 -36.7
Change in fair value of hedged items with regard to
the hedged risk in fair value hedges 23.2 37.5
Total 19.4 2.7
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EMPLOYEES, STAFF COSTS AND
REMUNERATION OF SENIOR EXECUTIVES, cont.

Remuneration and other benefits for senior executives

Pension costs as a percentage of

Variable Other pensionable salary, %
2013, SEKM Basic salary remuneration remuneration Pension costs Total Defined-contribution
Rikard Josefson, President 4.2 0.0 2.0 6.2 35
Anders Borgcrantz, Executive Vice President 2.6 1.0 3.6 35
Ingemar Larsson, Board member 0.2 0.2
Orian Soderberg, Board member 0.2 0.2
Bengt Erik Lindgren, Board member 0.2 0.2
Per-Ake Holgersson, Board member 0.2 0.2
Christian Bille, Board member 0.2 0.2
Ingrid Jansson, Board member 0.1 0.1
Marie-Susanne Petersson, Board member 0.1 0.1
Christer Villard, former Board member 0.1 0.1
Other senior executives (4)
Parent Company (4) 4.4 0.0 2.0 6.4 34
Subsidiaries (4) 6.5 0.1 2.8 9.4 42
Total 2013 19.0 0.1 7.8 26.9
Total remuneration from Parent Company 9.9 0.0 4.0 13.9
Total remuneration from subsidiaries 9.1 0.1 3.7 12.9
Pension costs as a percentage of
Variable Other pensionable salary, %
2012, SEKM Basic salary remuneration remuneration Pension costs Total Defined-contribution
Rikard Josefson, President 4.0 0.0 1.9 5.9 35
Anders Borgcrantz, Executive Vice President 2.5 0.9 3.4 35
Ingemar Larsson, Deputy Chairman 0.3 0.3
Orian Soderberg, Board member 0.2 0.2
Christer Villard, Board member 0.2 0.2
Bengt Erik Lindgren, Board member 0.2 0.2
Per-Ake Holgersson, Board member 0.2 0.2
Christian Bille, Board member 0.2 0.2
Leif Johansson, former Board member 0.1 0.1
Other senior executives (5)
Parent Company (5) 6.1 0.1 2.5 8.7 38
Subsidiaries (3) 5.2 0.1 2.5 7.8 45
Total 2012 19.2 0.2 7.8 27.2
Total remuneration from Parent Company 11.4 0.1 4.4 15.8
Total remuneration from subsidiaries 7.8 0.1 3.4 11.3

Pension costs pertain to the impact on net profit for the year.

Pensions

The retirement age for the President is 65. The pension is a defined-contribution plan and
pension premium is to amount to 35% of the pensionable salary. Pensionable salary refers
to fixed salary. In addition to this an endowment insurance is subscribed by the company
with a premium of SEK 500,000 each year during five years, starting in 2011. The retire-
ment age for the Executive Vice President is 65 years. The pension is a defined-contribu-
tion plan and pension premium is to amount to 35% of the pensionable salary. Pension-
able salary refers to fixed salary. The retirement age for other senior executives is 65. The
terms comply with pension agreements between the Swedish Insurance Employers’ Asso-
ciation (FAO), the Swedish Union of Insurance Employees (FTF) and the Swedish Confed-
eration of Professional Associations (SACO). Furthermore, an additional pension premium
corresponding to one price base amount per year is paid every year.

Severance pay

A mutual period of notice of six months applies to the President and one Executive Vice
President. If termination of employment is issued by the company, severance pay corre-
sponding to 18 months’ salary will be paid, in addition to the period of notice. For other
senior executives, the period of notice follows applicable agreements between the Swedish
Insurance Employers’ Association (FAO), the Swedish Union of Insurance Employees
(FTF) and the Swedish Confederation of Professional Associations (SACO).

Preparation and decision-making process applied

in relation to the issue of remuneration of senior executives

A Remuneration Policy for the Lansforsakringar AB Group regulates the preparation and
decision-making process for remuneration of senior executives. The Remuneration Com-
mittee prepares important remuneration decisions and decisions on measures for follow-
ing up the application of the Remuneration Policy. The Board decides on remuneration
and other terms of employment for corporate management and employees with overall
responsibility for one of the company’s control functions.

Composition of Remuneration Committee

The composition and duties of the Remuneration Committee are regulated in the Board’s
formal work plan. The Remuneration Committee comprises the Chairman and one Board
member.

Policies for remuneration of senior executives

Senior executives in the Lansforsakringar 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 benefits
In addition to the above benefits, a company car is offered in accordance with applicable
conditions, individual health care insurance and other benefits offered to all employees.

Dec 31, Dec 31,
Number of women among senior executives, % 2013 2012
Board members 30 11
Other senior executives 30 54
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12 EMPLOYEES, STAFF COSTS AND REMUNERATION
OF SENIOR EXECUTIVES, cont.

Loans to the Board of Directors, Presidents/Executive Vice Presidents
and other senior executives
Parent Company

OPERATIONAL LEASING

These agreements pertain to internal and external lease contracts where the Parent

Company is the lessee.

Bank Group Parent Company Group SEKM 2013 2012
2013 2012 2013 2012 2013 2012 Lease expenses paid
Board members 24.3 225 204 185 56.6 50.1 Rent for premises ~19.1 ~13.9
Of which, loans from Bank 6.5 4.4 6.5 4.4 152 116 Leasing fees, company cars 0.5 -0.5
Of which, loans from Hypotek 17.8 18.1 139 14.1 41.4 385 . . )
Of which, loans from Wasa Kredit ~ N N - - Future basic rents for irrevocable leasing contracts
Within 1 year -19.1 -13.9
President and
Executive Vice Presidents 0.0 0.6 - - 169 17.8
Of which, loans from Bank 0.0 0.3 _ _ 3.5 3.8 DEPRECIATION/AMORTISATION OF PROPERTY
- AND EQUIPMENT AND INTANGIBLE ASSETS
Of which, loans from Hypotek - - - - 13.4 13.7
Of which, loans from Wasa Kredit - 0.3 - - - 03 SEKM 2013 2012
Depreciation of property and equipment -1.9 -3.8
Senior executives 14.4 8.1 1,7 1.7 34.2 364 — - -
Amortisation of intangible assets -80.8 -69.6
Of which, loans from Bank 3.7 1.7 0.5 0.5 78 6.6 T .
Total depreciation/amortisation of assets -82.7 -73.4
Of which, loans from Hypotek 10.7 6.4 1.2 1.2 26.9 298
Of which, loans from Wasa Kredit - - - - -
Loans granted comprise personnel loans and other loans. Personnel loans carry loan terms LOAN LOSSES AND IMPAIRED LOANS
comparable to what applies to other employees in the Group. The interest rate for person-
nel loans is the repo rate less 0.5 percentage points, but can never be lower than 0.5 per- SEKM 2013 2012
centage points. The interest benefit is calculated in accordance with the Swedish National Specific reserve for individually assessed loan receivables
Tax Board's rules and is included in other benefits as above. Personnel loans are restricted Write-off of confirmed loan losses during the year 60.7 260.9
to SEK 500,000. The terms and conditions of other loans are market-based. g y 2 -
The Group has not pledged assets, other collateral or assumed any liability undertaking Reversed earlier impairment of loan losses recognised in
for the benefit of any senior executive. the annual accounts as confirmed losses 55.4 33.7
Impairment of loan losses during the year -176.2 -54.4
Remuneration Policy - .
In accordance with the regulations and general advice of the Swedish Financial Supervi- Payment received for prior confirmed loan losses 60.0 47.0
sory Authority (FFFS 2011:1) regarding remuneration policies in credit institutions, Reversed impairment of loan losses no longer required 36.9 16.9
|nvestmentvf|rms apd furjdvmanagement companies, the Board of I.Dlregtors is to adopt a Net expense for the year for individually assessed
Remuneration Policy. It is intended that a statement of remuneration in the company be receivables _84.6 _17.7
published on the website when the Annual Report is published. . :
Collective reserves for individually assessed receivables - -
Collectively assessed homogenous groups of loan
1 3 OTHER ADMINISTRATION EXPENSES receivables with limited value and similar credit risk
Write-off of confirmed loan losses during the year - -
SEKM 2013 2012 - -
Payment received for prior confirmed loan losses - -
Costs for premises -18.7 -14.0 .
Provision/reversal of reserve for loan losses 4.3 -5.6
IT costs -241.8 -214.1 N
Net expense for the year for collectively assessed
Consultant costs -26.2 -45.4 receivables 43 _5.6
Marketing -9.7 -13.2 Net expense for the year for fulfilment of guarantees 0.2 1.2
Management costs 6.6 53 Net expense of loan losses for the year -80.1 -22.1
Other administration expenses -180.0 -157.7
Total administration expenses -483.0 -449.7 All information pertains to receivables from the public.
REMUNERATION OF AUDITORS
SEKM 2013 2012
Audit fees, KPMG
— Audit assignment -2.5 -1.7
— Audit activities other than audit assignment -0.3 -0.3
— Tax advice - -
— Other assignments -0.4 -0.8

Audit assignment pertains to a review of the Annual Report and accounting, as well as the
Board’s and President’s administration. Audit activities other than audit assignment per-
tain to various types of quality-assurance services, such as reviews of the administration,
Articles of Association, regulations or agreements that result in reports or certificates.
Other assignments pertain to activities that are not included in the abovementioned items,
for example, legal consultations alongside audit activities and that are not attributable to
tax consultancy services.
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LOAN LOSSES AND IMPAIRED LOANS, cont.

Dec 31, 2013 Dec 31, 2012
Individual Collective Individual Collective
Impaired loans, SEK M Gross reserve reserve Net Gross reserve reserve Net
Corporate sector 26.6 -20.2 -1.6 4.8 11.0 -3.5 -4.1 3.4
Retail sector 127.3 -136.2 -28.8 -37.7 48.1 -69.0 -30.6 -51.5
of which, private individuals 56.6 -59.3 -12.0 -14.7 41.4 -28.4 -27.9 -14.9
Total 153.9 -156.4 -30.4 -32.9 59.1 -72.5 -34.7 -48.1
Sector reporting according to IRB definition.
Reconciliation of impairment of loan losses Dec 31, 2013 Dec 31, 2012
Individual Collective Individual Collective
SEKM reserve reserve Total reserve reserve Total
Opening balance -72.5 -34.7 -107.3 -68.7 -29.1 -97.8
Reversed earlier provisions of loan losses recognised
in the annual accounts as confirmed losses 55.4 55.4 33.7 33.7
Reversed provisions of loan losses no longer required 36.9 4.3 41.2 16.9 -5.6 11.3
Provisions for loan losses during the year -176.2 -176.2 -54.4 -54.4
Closing balance -156.4 -30.4 -186.8 -72.5 -34.7 -107,3
m TAX ON NET PROFIT FOR THE YEAR m LOANS TO CREDIT INSTITUTIONS
SEKM 2013 2012 Dec 31, Dec 31,
Current tax SEKM 2013 2012
Tax expense/tax income for the year 5.8 -5.9 Loans to subsidiaries 38,990.7 35,506.5
Total current tax 5.3 -5.9 Deposits, Swedish banks - -
Other loans to credit institutions 5,647.9 2,754.2
Deferred tax Total loans to credit institutions 44,6386  38,260.7
Change in deferred tax expense on temporary differences 0.9 2.7
Total deferred tax 0.9 2.7 Payable on demand 511.6 536.3
Total recognised tax expense 6.2 3.2 Remaining term of not more than 3 months 5,416.4 2,222.9
Remaining term of more than 3 months but not
Reconciliation of effective tax rate more than 1 year 38,013.4 34,660.9
Profit before tax -9.8 -33.7 Remaining term of more than 1 year but not
Tax in accordance with applicable tax rate for Parent Company 2.2 8.9 more than 5 years 697.2 2246
Tax on non-deductible costs 41 3.7 Remaining term of more than 5 years - 616.0
Tax on non-taxable income 31 03 Total loans to credit institutions 44,638.6 38,260.7
Tax attributable to changed tax rates -2.6 -1.1 . X X
Genuine repurchase transactions amounted to SEK 5,338.9 M (1,749.5), of which
Tax attributable to earlier years 7.6 0.0 SEK — M (=) with Group companies.
Other - -7.6
Total tax on net profit for the year 6.2 -3.2
. LOANS TO THE PUBLIC
Applicable tax rate 22.0% 26.3%
Effective tax rate 63.8% -9.5% Loan receivables are geographically attributable in their entirety to Sweden.
. . . - Dec 31 Dec 31
Tax it d in oth h § ’
ax items recognised in other comprehensive income SEK M 2013 2012
Tax on available-for-sale financial assets -9.0 -7.6 "
Loans to the public before reserves
Public sector 618.7 682.0
m Corporate sector 1,607.0 1,710.6
TREASURY BILLS AND OTHER ELIGIBLE BILLS Retail sector 33.968.4 32,9276
Dec 31, Dec 31, Other 0.4 0.0
SEKM 2013 2012 Total 36,194.5  35,320.2
Swedish government 2,5515.3) 3,205.6 Reserves ~186.8 ~107.3
German government 320.8 471.8
Finnish government 673.4 - Loans to the public 36,007.7 35,212.9
Total treasury bills and other eligible bills 3,389.5 3,677.4 Remaining term of not more than 3 months 28,046.7  27,854.1
. Remaining term of more than 3 months
Fair value SEEE 3,6774 but not more than 1 year 1,271.3 2,407.3
Amortised cost 3,393.7 3,684.1 .
- Remaining term of more than 1 year but
Nominal value 2,275.0 3,005.0 not more than 5 years 6,494.1 4,750.6
Remaining term of not more than 1 year 579.0 471.8 Remaining term of more than 5 years ERE 200.9
Remaining term of more than 1 year 2,810.5 3,205.6 Total 36,007.7 35,212.9

Remaining term is defined as the remaining fixed-income period if the loan has periodi-

cally restricted conditions.

For more information about reserves, see note 17.
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E BONDS AND OTHER INTEREST-BEARING SECURITIES

SHARES AND PARTICIPATIONS

Issued by organisations other than public bodies Dec 31, Dec 31,
SEKM 2013 2012
Dec 31, Dec 31, - i
SEKM 2013 2012 Opening amount at beginning of the year 11.0 10.4
Swedish mortgage institutions Acquisition of shares 788 0.6
(guaranteed by Swedish government) Carrying amount at year-end 87.8 11.0
Swedish mortgage institutions (not guaranteed) - -
Other Swedish issuers
(guaranteed by Swedish government) 16,251.2 12,893.0
3,228.5 1,573.0
Fair value 192.6 -
Amortised cost 152.4 -
Nominal value 19,824.7 14,466.0
Market status 19,824.7 14,466.0
Securities listed 19,641.9 14,243.7
Remaining term of not more than 1 year 18,860.0 13,750.0
Remaining term of more than 1 year
Securities listed 19,824,7 14,466.0
Remaining term of not more than 1 year 4,570.7 3,452.1
Remaining term of more than 1 year 15,254.0 11,013.9
m SHARES AND PARTICIPATIONS IN ASSOCIATED COMPANIES
Dec 31, Dec 31,
SEKM 2013 2012
Carrying amount at beginning of year 0.0 -
Acquisition of shares in Getswish AB 1.0 0.0
Carrying amount at year-end 1.0 0.0
Carrying Carrying
Corporate Registration Number of Share of amount, Dec  amount, Dec
Number Registered office shares  equity, % 31,2013 31,2012
Getswish AB 556913-7382 Stockholm 5,000 10.0 1.0 0.0
Total 1.0 0.0
Summary of financial information pertaining to associated companies
2013 2012
Income -0.2 -
Earnings -0.2 -
Assets 144.1 -
Liabilities 133.2 -
Equity 10.9 -
The amounts presented above refer only to the Group’s participating interests in associ-
ated companies. The shares and participations are unlisted. All associated companies
apply the calendar year as the fiscal year.
E SHARES AND PARTICIPATIONS IN GROUP COMPANIES
The bank has a total of three wholly-owned subsidiaries with registered offices in Stockholm.
Dec 31, 2013 Dec 31, 2012
SEKM Number of shares Nominal value Carrying amount Number of shares Nominal value Carrying amount
Wasa Kredit AB (556311-9204) 875,000 87.5 814.8 875,000 87.5 814.8
Lansforsakringar Hypotek AB (556244-1781) 70,335 70.3 5,089.2 70,335 70.3 4,889.2
Lansforsakringar Fondférvaltning AB (556364-2783) 15,000 1.5 165.0 15,000 1.5 165.0
Total shares and participations in Group companies 6,069.0 5,869.0
2013 2012
Wasa Lansforsakringar Lansforsakringar Wasa Léansforsakringar Lansférsakringar
SEKM Kredit AB Hypotek AB Fondférvaltning AB Total Kredit AB Hypotek AB Fondfdrvaltning AB Total
Carrying amount at beginning of year 814.8 4,889.2 165.0 5,869.0 787.8 4,351.2 165.0 5,304.0
Conditional shareholders’ contribution - 200.0 - 200.0 27.0 538.0 565.0
Carrying amount at year-end 814.8 5,089.2 165.0 6,069.0 814.8 4,889.2 165.0 5,869.0
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E SHARES AND PARTICIPATIONS IN GROUP COMPANIES, cont.

2013 2012
Net profit Net profit
Equity (incl. 78% of untaxed reserves) and profit after tax in subsidiaries, SEK M Equity for the year Equity for the year
Wasa Kredit AB 1,210.4 54.9 1,017.1 19.0
Lansférsakringar Hypotek AB 5,282.0 159.5 4,891.0 257.3
Lansforsakringar Fondforvaltning AB 139.9 52.9 69.3 63.5
Total 6,632.3 267.3 5,977.4 339.8
E DERIVATIVES FAIR VALUE CHANGES OF INTEREST-RATE
RISK HEDGED ITEMS IN PORTFOLIO HEDGE
Dec 31, 2013 Dec 31, 2012 Dec 31, Dec 31,
Nominal Fair Nominal Fair SEKM 2013 2012
SEKM value value value value Assets
Derivatives with positive values Carrying amount at beginning of year 97.0 69.5
Derivatives in hedge accounting Changes during the year pertaining to lending -32.2 27.5
Interest 14,582.0 119.0 13,192.0 123.3 Carrying amount at year-end 64.8 97.0
Currency 2,394.9 75.9 - 4.1
Collateral received, CSA - - - - Liabilities
Carrying amount at beginning of year 108.9 80.9
Other derivatives Changes during the year pertaining to deposits -3.9 24.8
Interest 14,375.0 122.7 7,240.0 94.1 Changes during the year pertaining to funding -58.8 3.2
Currency 9,324.1 285.1 4,004.9 191.8 Carrying amount at year-end 46.2 108.9
Total derivatives with positive values 40,676.0 602.7 24,439.9 413.3
Remaining term of not
more than 1 year 12,221.8 80.8 10,293.0 39.3
Remaining term of more
than 1 year 28,454.2 521.9 14,143.9 374.0,
Derivatives with negative values
Derivatives in hedge accounting
Interest 29,814.0 205.8 26,237.0 274.6
Currency 1,181.2 53.7 4,005.0 187.2
Other derivatives
Interest 14,375.0 122.7 7,240.0 94.1
Currency 9,305.2 271.3 - 8.6
Total derivatives with negative
values 54,675.4 653.5 37,482.0 564.5
Remaining term of not more
than 1 year 13,364.2 89.8 11,550.0 79.5
Remaining term of more
than 1 year 41,311.2 563.7 25,932.0 485.0
E INTANGIBLE ASSETS
Internally developed IT systems Acquired IT systems Total
SEKM Dec 31,2013 Dec 31, 2012 Dec 31,2013 Dec 31, 2012 Dec 31,2013 Dec 31, 2012
Cost
Opening cost 807.9 724.2 27.9 27.9 835.8 752.1
Acquisitions during the year 60.9 83.7 - - 60.9 83.7
Divestments during the year - - - - - -
Closing cost 868.8 807.9 27.9 27.9 896.7 835.8
Amortisation
Opening accumulated amortisation -441.5 -373.9 -26.7 —24.7 -468.2 -398.6
Amortisation for the year -79.6 -67.6 -1.2 -2.0 -80.8 -69.6
Reversed amortisation, divestments - - - - - -
Closing accumulated amortisation -521.1 -441.5 -27.9 -26.7 -549.0 -468.2
Total intangible assets 347.7 366.4 0.0 1.2 347.7 367.6
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E PROPERTY AND EQUIPMENT

Dec 31, Dec 31, Dec 31, Dec 31,
SEKM 2013 2012 SEKM 2013 2012
Equipment Opening depreciation -23.1 -19.3
Opening cost 25.2 24.3 Reversed depreciation, sales/scrapping - -
Purchases for the year 2.4 0.9 Deprecation for the year -1.9 -3.8
Closing cost 27.6 25.2 Closing accumulated depreciation -25.0 -23.1
Total property and equipment 2.6 2.1
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

SEKM Dec 31,2013 Dec 31, 2012 Dec 31,2013 Dec 31, 2012 Dec 31,2013 Dec 31,2012
Other financial investment assets - - - - - -
Liabilities -7.2 -5.4 0.9 - -6.3 -5.4
Deferred tax assets(-)/deferred tax liabilities (+) -7.2 -5.4 0.9 - -6.3 -5.4
Offset - - - - - -
Net deferred tax assets (-)/deferred tax liabilities (+) -7.2 -5.4 0.9 - -6.3 -5.4

The Parent Company has no temporary differences with tax effects in Group companies.

Change in deferred tax in temporary differences

Recognised in

Recognised in other

SEKM Amount at Jan 1 profit and loss ~ comprehensive income Amount at Dec 31
2013
Other financial investment assets - - - -
Liabilities -5.4 -0.9 - -6.3
Deferred tax assets (-) /deferred tax liabilities (+) -5.4 -0.9 - -6.3
2012
Other financial investment assets - - - -
Liabilities -2.7 -2.7 - -5.4
Deferred tax assets () /deferred tax liabilities (+) -2.7 -2.7 - -5.4
OTHER ASSETS DEPOSITS FROM THE PUBLIC
Dec 31, Dec 31, Dec 31, Dec 31,
SEKM 2013 2012 SEKM 2013 2012
Accounts receivable 9.6 12.8 Deposits from insurance companies 4,142.5 3,710.3
Other assets 376.5 304.0 Deposits from households 58,665.8 53,220.7
Total other assets 386.1 316.8 Deposits from other Swedish public 6,532.3 5,604.0
Total deposits from the public 69,340.6 62,535.0
Payable on demand 69,340.6 62,535.0
PREPAID EXPENSES AND ACCRUED INCOME
Fixed-term deposits amount to SEK 33,442.4 (30,587.1). Interest compensation is paid
Dec 31, Dec 31, on premature redemption.
SEKM 2013 2012
Accrued interest income 815.7 613.0
Other accrued income 39.7 48.4 DEBT SECURITIES IN ISSUE
Prepaid expenses 15.8 33.0 Dec 31, Dec 31,
Total prepaid expenses and accrued income 871.2 694.4 SEKM 2013 2012
Commercial papers 2,003.0 5,004.5
Bond loans 22,569.5 18,220.5
DUE TO CREDIT INSTITUTIONS Cashier’s cheques issued 73.0 75.9
Dec 31, Dec 31, Total debt securities in issue 24,645.5 23,300.9
SEKM 2008 2012 Remaining term of not more than 1 year 6,474.6 11,475.4
Swedish banks 1,505.1 998.0 Remaining term of more than 1 year 18,170.9 11,825.5
Other Swedish credit institutions 4,594.5 1,752.4
Total due to credit institutions 6,099.6 2,750.4
Payable on demand 4,659.4 1,801.2 OTHER LIABILITIES
Remaining term of not more than 3 months 1,440.2 949.2 Dec 31, Dec 31,
Remaining term of more than 3 months SEKM 2013 2012
but not more than 1 year - ~ Accounts payable 13.3 35.9
Total 60956 2,7504 Withheld preliminary tax, customers 63.0 102.3
Genuine repurchase transactions amounted to SEK 506.3 M (565.0), of which SEK — M Other liabilities 379.3 559.3
(=) with Group companies. Total other liabilities 455.6 697.5
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ACCRUED EXPENSES AND DEFERRED INCOME

SUBORDINATED LIABILITIES

Dec 31, Dec 31, Dec 31, Dec 31,
SEKM 2013 2012 SEKM 2013 2012
Accrued holiday pay 6.9 6.6 Subordinated debt, LFAB - 290.0
Accrued social security expenses 12.1 8.7 External subordinated debt, listed 2,299.7 1,199.7
Accrued interest expense 848.5 759.9 Total subordinated liabilities 2,299.7 1,489.7
Other accrued expenses and deferred income 266.7 211.0
Total accrued expenses and deferred income 1,134.2 986.2 Specification of subordinated debt from Lansforsakringar AB
Coupon rate
SEKM Carrying amount of interest
PROVISIONS Subordinated debt external 1,545.0  Variable 3 months
Subordinated debt external 754.7 Fixed
Dec 31, Dec 31, Total 2,299.7
SEKM 2013 2012
Provision for guarantees 0.9 0.9
Provision for early retirement in accordance
with the pension agreement 29 5.2 ASSETS AND LIABILITIES, FOREIGN CURRENCY
Other provisions 2.3 1.9 Dec 31, 2013 Dec 31, 2012
Total provisions 6.1 8.0 Foreign Foreign
currency SEK currency SEK
Provision for guarantees
Carryi t at beginning of 0.9 1.8 Assets
arrying amount at beginning of year b .
y‘ 'g £ € .y Treasury bills (EUR)
Unutilised amount reversed during the year - -0.9
EUR 75.6 669.5 55.0 471.8
Carrying amount at year-end 0.9 0.9
usD 74.6 479.2 - -
Guarantees Bond EUR 10.4 91.9 - -
Guarantees include leasing guarantees and credit guarantees. Total assets 1,240.6 471.8
Defined-benefit pensions Liabilities
The Group has a defined-benefit pension plan. The plan is a pension agreement from Debt securities in issue
2006 for the insurance sector whereby persons born in 1955 or earlier are entitled to vol-
untarily retire from the age of 62. The terms and conditions of this plan are designed such EUR 280.0 2,396.5 225.0 1925.2
that the pension comprises about 65% of the pensionable salary at the age of 62. NOK 399.9 4445 _ _
No portion of the amount recognised as Provision for early retirement in accordance o
with the pension agreement is encompassed by the Pension Obligations Vesting Act. Total liabilities 2,841.0 1.925.2
SEKM 2013 2012 All amounts are hedged with currency forward contracts.
Pension commitments
Provision for early retirement in accordance with m
the pension agreement 2.9 5.2 UNTAXED RESERVES
Total pension commitments 2.9 5.2 Dec 31, Dec 31,
SEKM 2013 2012
Assumptions pertaining to defined-benefit commitments: Tax allocation reserve 11.9 B
Discount rate 0.4% 0.4% Total 11.9 _
Expected rate of salary increase 0.0% 0.0% *See also appropriations in the income statement.
Percentage expected to retire voluntarily at age 62 30.0% 30.0%
Memorandum items 6.7 12.1
EQUITY
Defined-contribution pension plans
The company pays fixed contributions to a separate legal entity and does not have a legal SEK M De;g'llé De;o3112,
or informal obligation to pay additional contributions. The company’s payments to defined-
contribution plans are recognised as expenses during the period in which the employee Restricted equity
performed the services to which the contributions refer. Primarily, contributions to the Share capital (9,548,708 shares,
Insurance Industry’s Pension Fund (FPK) are recognised here. This plan encompasses all quotient value SEK 100 per share) 954.9 954.9
employees except for a few employees who have individual solutions. The pension agree-
ment for the insurance industry, the FTP plan, through insurance with the FPK, is a multi- Statutory reserve 18.4 18.4
employer defined-benefit pension plan. According to IAS 19 Employee Benefits, this pen- Total restricted equity 973.3 973.3
sion plan entails that, as a rule, a company is to recognise its proportional share of the
defined-benefit pension commitment and the plan assets and expenses associated with Non-restricted equity
the pension commitment. Disclosure is also to be presented in the accounts according to Fair value reserve 76.1 441
the requirements for defined-benefit pension plans. FPK is currently unable to provide the - - : .
necessary information on this, which is why the pension plans above are recognised as a Retained earnings 6,669.5 6081.4
defined-contribution plan in accordance with item 34 of IAS 19. Nor is any information Net profit for the year 3.6 -36.9
available on surpluses and deficits in the plan or whether these surpluses and deficits . .
would then affect the contributions for the plan in future years. The company’s expected Total non-restricted equity S0 60886
fees in 2014 for the FTP plan amounted to SEK 11.8 M. Total equity 7,715.3 7061.9
2013 2012 Specification of balance-sheet item Fair value reserve
E for defined-contributi | 20.6 17.4
xpenses for defined-contribution plans SEK M 2013 2012
Opening reserve 44.1 22.8
Change in fair value of available-for-sale financial assets 45.1 28.9
Reclassification adjustments on realised securities -4.1 -
Tax on available-for-sale financial assets -9.0 -7.6
Closing reserve 76.1 44.1
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43 PLEDGED ASSETS, CONTINGENT LIABILITIES

EQUITY, cont. AND OTHER COMMITMENTS

The other changes in equity for the year and division according to IFRS are contained in Dec 31, Dec 31,
the Statement of changes in shareholders’ equity. SEKM 2013 2012

Conditional shareholders’ contribution received totalled: For own liabilities, pledged assets

Pledged securities in the Riksbank 1,900.0 1,900.0
During 2007 325.0 .

Pledged securities in Euroclear 1,300.0 850.0
During 2008 500.0 - .

Collateral provided for derivatives 10.0 10.0
During 2009 400.0 - —

Collateral provided for securities 5.0 5.0
During 2010 850.0 N

Collateral paid due to repurchase agreement 506.3 565.0
During 2011 798.0 .

Total pledged assets for own liabilities 3,721.3 3,330.0
During 2012 742.0
During 2013 625.0 Other pledged assets None None
Total 4,240.0 . .

Contingent liabilities

Guarantees 56.6 55.1

Unconditional shareholders’ contributions 4,240.0 3,615.0

Early retirement at age 62 in accordance

with pension agreement, 80% 6.8 12.1

Total contingent liabilities 4,303.4 3,682.2

Other commitments

Loans approved but not disbursed 945.1 1,101.5
Unutilised portion of overdraft facilities 9,208.5 5,471.2
Unutilised portion of credit card facilities 1,196.0 961.0
Total other commitments 11,349.6 7,533.7

An assumption regarding the number of employees likely to utilise the option of early
retirement was made in determining the contingent liabilities for early retirement accord-
ing to pension agreements. The assumption is based on historical information. The pen-
sion agreement expires in 2017.

m FINANCIAL ASSETS AND LIABILITIES BY CATEGORY

Financial assets at fair value
in profit and loss

Financial assets Derivatives  Available-for- Held-to-

Loans and according to fair Held for usedin hedge sale financial maturity  Total carrying
Dec 31,2013 SEKM receivables value option trading accounting assets investments amount Fair value
Assets
Cash and balances at central banks 108.5 108.5 108.5
Treasury bills and other eligible bills 3,389.5 3,389.5 3,389.5
Loans to credit institutions 44,638.6 44,638.6 44,638.6
Loans to the public 36,007.7 36,007.7 35,554.0
Bonds and other interest-bearing securities 19,824.7 19,824.7 19,824.7
Shares and participations 87.8 87.8 87.8
Derivatives 407.8 194.9 602.7 602.7
Accounts receivable 9.6 9.6 9.6
Total assets 80,764.4 407.8 194.9 23,302.0 104,669.1 104,215.4

Financial liabilities at fair value
in profit and loss
Financial liabilities Derivatives Other
according to fair Held for used in hedge financial  Total carrying

Dec 31,2013 SEKM value option trading accounting liabilities amount Fair value
Liabilities
Due to credit institutions 6,099.6 6,099.6 6,099.6
Deposits and funding from the public 69,340.6 69,340.6 70,069.6
Debt securities in issue 24,645.5 24,645.5 25,372.3
Derivatives 394.0 259.5 653.5 653.5
Accounts payable 13.3 13.3 13.3
Subordinated liabilities 2,299.7 2,299.7
Total liabilities 394.0 259.5 102,398.7 103,052.2 102,208.3
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m FINANCIAL ASSETS AND LIABILITIES BY CATEGORY, cont.

Financial assets at fair value
in profit and loss

Financial assets Derivatives  Available-for- Held-to-
Loans and according to fair Held for used in hedge sale financial maturity  Total carrying
Dec 31,2012 SEKM receivables value option trading accounting assets investments amount Fair value
Assets
Cash and balances at central banks 109.4 109.4 109.4
Treasury bills and other eligible bills 3,677.4 3,677.4 3,677.4
Loans to credit institutions 38,260.7 38,260.7 38,260.7
Loans to the public 35,2129 35,212.9 34,664.8
Bonds and other interest-bearing securities 14,466.0 14,466.0 14,466.0
Shares and participations 11.0 11.0 11.0
Derivatives 285.8 127.5 413.3 413.3
Accounts receivable 12.8 12.8 12.8
Total assets 73,595.8 285.8 127.5 18,154.4 92,163.5 91,615.4
Financial liabilities at fair value
in profit and loss
Financial liabilities Derivatives Other
according to fair Held for used in hedge financial  Total carrying
Dec 31,2012 SEKM value option trading accounting liabilities amount  Fair value
Liabilities
Due to credit institutions 2,750.4 2,750.4 2,750.4
Deposits and funding from the public 62,535.0 62,535.0 62,870.5
Debt securities in issue 23,300.9 23,300.9 24,497.5
Derivatives 102.7 461.8 564.5 564.5
Accounts payable 68.2 68.2 68.2
Subordinated liabilities 1,489.7 1,489.7
Total liabilities 102.7 461.8 90,144.2 90,708.7 90,751.1

The fair value of cash and balances with central banks, loans to credit institutions, accounts current deposit and lending rates applied (including discounts). The main principle for mea-
receivable, due to credit institutions and accounts payable comprises a reasonable approxi-  suring the fair value of debt securities in issue is that the value is measured at prices from
mation of the fair value based on the cost of the assets and liabilities, since these assets external parties at year-end or the most recent trading date. If external prices are not avail-
and liabilities have short terms. When calculating the fair value of deposits and lending, able or are deemed to deviate from market levels, a standard method or valuation technique
anticipated future cash flows have been discounted using a discount interest rate set at the  based on the estimated or original issue spread is utilised.
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E FAIR VALUE VALUATION TECHNIQUES

Financial instruments measured at fair value in the balance sheet.

Instruments with

Valuation techniques

Valuation techniques

Dec 31, 2013 published price based on observable based on unobservable

SEKM quotations (Level 1) market prices (Level 2) market prices (Level 3) Total

Assets

Treasury bills and other eligible bills 3,389.5 3,389.5

Bonds and other interest-bearing securities 19,824.7 19,824.7

Shares and participations " 76.8 11.0 87.8

Derivatives 602.7 602.7

Liabilities

Derivatives 653.5 653.5
Instruments with Valuation techniques Valuation techniques

Dec 31, 2012 published price based on observable based on unobservable

SEKM quotations (Level 1) market prices (Level 2) market prices (Level 3) Total

Assets

Treasury bills and other eligible bills 3,677.4 3,677.4

Bonds and other interest-bearing securities 14,466.0 14,466.0

Shares and participations ! 11.0 11.0

Derivatives 413.3 413.3

Liabilities

Derivatives 564.5 564.5

D Unlisted shares and participations held for business purpose are initially measured at cost and impaired if objective evidence exists to recognise an impairment loss. The assessment is based on the most

recent Annual Report and forecast earnings.

There were no significant transfers between Level 1 and Level 2 during 2013 or during 2012. There were no transfers from Level 3 in 2013 or 2012.
For further information about how the fair value was determined for financial instruments measured at fair value in the balance sheet, and about valuation techniques and inputs, see

note 2 Accounting policies. For information about determining the fair value of financial assets and liabilities not measured at fair value in profit and loss, see note 44.

Gains and losses are recognised in profit and loss under Investment income, net.

Change in holdings in Level 3

Shares and
SEKM participations
Opening balance, January 1, 2013 11.0
Total profits and losses recognised: -
—recognised in net profit for the year -
Acquisition of shares -
Closing balance, December 31, 2013 11.0
Profits and losses recognised in net profit for the year pertaining to
assets included in the closing balance at December 31, 2012. -
Opening balance, January 1, 2012 10.4
Total profits and losses recognised: -
—recognised in net profit for the year -
Acquisition of shares 0.6
Closing balance, December 31, 2012 11.0

Profits and losses recognised in net profit for the year pertaining to
assets included in the closing balance at December 31, 2011.
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m INFORMATION ABOUT OFFSETTING

Information per type of instrument. Financial assets and liabilities covered by a legally bind-
ing agreement regarding netting or a similar agreement but that are not offset in the balance
sheet. The Bank Group has ISDA and CSA agreements with all derivative counterparties,

which means that all exposures are covered by both types of agreements. The framework
netting agreement entails that parties are to settle their exposures net (meaning that receiv-
ables are offset against liabilities) in the event of a serious credit incident.

Related amounts not offset in the balance sheet

Recognised Recognised financial Amounts
SEKM financial assets, assets, gross, offset  recognised in the Financial Paid (+)/Received (-) Paid (+)/Received (-)
Dec 31, 2013 gross in the balance sheet balance sheet instruments collateral — securities cash - collateral Net amount
Assets
Derivatives 602.7 602.7 -248.7 354.0
Repurchase
agreements 5,338.9 5,338.9 -5,338.9 0.0
Liabilities
Derivatives -653.5 -653.5 248.7 77.6 -327.2
Repurchase
agreements -506.3 -506.3 506.3 0.0
Total 4,781.8 4,781.8 0.0 -4,832.6 77.6 26.8

Related amounts not offset in the balance sheet

Recognised Recognised financial Amounts
SEKM financial assets, assets, gross, offset  recognised in the Financial Paid (+)/Received (-) Paid (+)/Received (-)
Dec 31, 2012 gross in the balance sheet balance sheet instruments collateral - securities cash - collateral Net amount
Assets
Derivatives 413.3 413.3 -153.9 259.4
Repurchase
agreements 1,749.5 1,749.5 -1,749.5 0.0
Liabilities
Derivatives -564.5 -564.5 153.9 496.0 85.4
Repurchase
agreements -565.0 -565.0 565.0 0.00
Total 1,033.3 1,033.3 0.0 -1,184.5 344.8

Counterparty risk in derivative contracts is reduced through netting agreements (ISDA agreements), meaning the netting of positive and negative values in all derivative contracts with the
same counterparty. Netting agreements are supplemented with agreements on the provision of collateral for net exposures (CSA agreements). The bank currently has ISDA and CSA agree-

ments with all counterparties

DISCLOSURES ON RELATED PARTIES, PRICING AND AGREEMENTS

Related parties
Related legal entities include the Lansférsakringar AB Group’s and the Lansforsakringar
Liv Group’s companies, associated companies, the 23 regional insurance companies with
subsidiaries and other related parties. Other related parties comprise: Lansforsakringar
Méklarservice, Lansfoérsakringar, Fastighetsférmedling AB, Lansférsakringar PE-Holding
AB (publ), Humlegérden Holding | AB, Humlegéarden Holding Il AB, Humlegarden Holding
111 AB and Humlegarden Fastigheter AB.

From 2006, the local insurance companies that hold shares in Lansférsakringar 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.

Transactions

Pricing

The price level of the goods and services that Lansférsakringar Bank AB purchases and
sells within the Lansforsakringar Alliance is determined by Lansférsakringar AB's corpo-
rate management once a year in conjunction with the adoption of the business plan.

Agreements

Significant agreements for the Parent Company are primarily assignment agreements with
the 23 regional insurance companies and assignment agreements regarding development,
service, finance and IT. The Parent Company has agreements with its subsidiaries for
Group-wide services.

Income Expenses Receivables Liabilities Commitments

Dec 31, Dec 31, Dec 31, Dec 31,
SEKM 2013 2012 2013 2012 2013 2012 2013 2012 2013 2012
Companies in
the Bank Group 1,123.2 1,126.8 39745 179.4 39,439.7 35,817.7 4,860.1 1,913.9 7,224.0 3,373.2
Other companies in the
Lansforsakringar AB Group - 0.7 199.6 213.3 12.3 25.3 504.2 847.6 - -
Lansférsakringar Liv Group - - 2.2 1.8 - - 643.2 275.5 - -
Regional insurance
companies 171.3 115.4 385.9 399.5 30.3 27.2 1,806.8 1,731.6 52.0 156.0
Other related parties - - 0.2 0.3 - - 18.4 20.3 5.0 5.0

For information regarding remuneration of related key persons such as members of the Board of Directors and senior executives, see note 12 concerning staff costs. In all other respects,
no transactions took place between these individuals and their family members apart from normal customer transactions.

m EVENTS AFTER BALANCE-SHEET DATE

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

The Board and President affirm that this Annual Report was prepared in accordance with generally accepted accounting policies in Sweden
and that the consolidated financial statements were prepared in accordance with the international accounting standards referred to in Regu-
lation (EC) No 1606/2002 of the European Parliament and the Council issued on July 19, 2002 on the application of international account-
ing standards. The Annual Report and consolidated financial statements provide a true and fair view of the Parent Company’s and the
Group’s financial position and earnings. The Board of Directors’ Report provides a true and fair overview of the Group’s and the Parent
Company’s operations, financial position and earnings, and describes the significant risks and uncertainties to which the Parent Company
and the companies included in the Group are exposed.

Stockholm, February 20, 2014

Sten Dunér Ingemar Larsson Christian Bille Per-Ake Holgersson Ingrid Jansson
Chairman Board member Board Member Board Member Board Member

Bengt-Erik Lindgren Susanne Petersson Orian Soderberg Rikard Josefson

Board Member Board Member Board Member President

Ingrid Ericson Max Rooth
Employee Representative Employee Representative

My audit report was submitted on Stockholm, February 20, 2014

Stefan Holmstrom
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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Audit Report

To the Annual Meeting of Shareholders of Lansforsakringar Bank AB (publ) Corporate Registration Number 516401-9878

Report on the annual accounts and the consolidated accounts
I have audited the annual accounts and the consolidated accounts of
Lansforsdkringar Bank AB (publ) for the year 2013. The annual
accounts and the consolidated accounts of the company are included
in the printed version of this document on pages 16-84.

Responsibilities of the Board of Directors and the President for

the annual accounts and the consolidated accounts

The Board of Directors and the President are responsible for the prepa-
ration and fair presentation of the annual accounts in accordance with
the Annual Accounts Act of Credit Institutions and Security Companies
and for the fair presentation of the consolidated accounts in accordance
with the International Financial Reporting Standards, as adopted by the
EU, and the Annual Accounts Act of Credit Institutions and Securities
Companies, and for such internal control as the Board of Directors and
the President determine is necessary to enable the preparation of annual
accounts and the consolidated accounts that are free from material mis-
statement, whether due to fraud or error.

Auditor’s responsibility

My responsibility is to express an opinion on these annual accounts and
consolidated accounts based on my audit. I conducted my audit in accord-
ance with International Standards on Auditing and generally accepted
auditing standards in Sweden. Those standards require that I comply
with ethical requirements and plan and perform the audit to obtain rea-
sonable assurance about whether the annual accounts and the consoli-
dated accounts are free from significant misstatements.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the annual accounts and the con-
solidated accounts. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of significant misstate-
ment of the annual accounts and the consolidated accounts, whether due
to fraud or error. In making those risk assessments, the auditor consid-
ers internal control relevant to the company’s preparation and fair pre-
sentation of the annual accounts and the consolidated 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 appro-
priateness 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 and
the consolidated accounts.

I believe that the audit evidence I have obtained is sufficient
and appropriate to provide a basis for my audit opinions.

Opinions

In my opinion, the annual accounts have been prepared in accordance
with the Annual Accounts Act of Credit Institutions and Securities
Companies, and present fairly, in all material respects, the financial
position of the Parent Company as of December 31, 2013 and of'its
financial performance and cash flows for the year then ended in accord-
ance with the Annual Accounts Act of Credit Institutions and Securities
Companies, the consolidated accounts have been prepared in accord-
ance with the Annual Accounts Act of Credit Institutions and Securities
Companies, and present fairly, in all material respects, the financial
position of the Group as of December 31, 2013 and ofits financial
performance and cash flows for the year then ended in accordance with

the International Financial Reporting Standards, as adopted by the EU,
and the Annual Accounts Act of Credit Institutions and Securities Com-
panies. A Corporate Governance Report has been prepared. The Board
of Director’s report and the Corporate Governance Report are consis-
tent with the other parts of the annual accounts and the consolidated
accounts.

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

Report on other legal and regulatory requirements

In addition to my audit of the annual accounts and the consolidated
accounts, | have examined the proposed appropriations of the company’s
profit or loss and the administration of the Board of Directors and the
President of Lansforsikringar Bank AB (publ) for the year 2013.

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 profit 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 profit or loss and on the
administration based on our audit. I conducted the audit in accordance
with generally accepted auditing standards in Sweden.

As a basis for my opinion on the Board of Directors’ proposed
appropriations of the company’s profit or loss, I examined the Board of
Directors’ reasoned statement and a selection of supporting evidence in
order to be able to assess whether the proposal is in accordance with the
Companies Act.

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

I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my opinions.

Opinions

I recommend to the annual meeting of shareholders that the profit be
appropriated in accordance with the proposal in the Board of Director’s
report and that the members of the Board of Directors and the President
be discharged from liability for the financial year.

Stockholm, February 20,2014

Stefan Holmstrom
Authorised Public Accountant
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Board of Directors

Born 1951. Chairman since 2009.
Title: President and CEO of Léns-
forsékringar AB. Other Board appoint-
ments: Chairman of Lansforsakringar
Sak and Lansforsakringar Fondliv,
Board member of Lansforsékringar Liv,
Insurance Sweden, the Swedish Insur-
ance Employer’s Association (FAO)
and Fastighets AB Balder.

INGEMAR LARSSON

Born 1949. Elected 2008. Title: Presi-
dent of Lansférsakringar Géteborg och
Bohuslan. Education: Master of Sci-
ence in Engineering. Other Board
appointments: Board member of Léns-
forsakringar Goteborg och Bohuslan,
Wasa Kredit AB and Platzer Fas-
tigheter Holding AB. Background: Fire
Engineer at Lansforsakringar AB and
President of Lansforsakringar Fore-
tagsservice AB.

Employee representatives

Born 1958. Elected 2004.
Employee representative SACO
(Confederation of Professional
Associations). Education: Master
of Science in Business and Eco-
nomics. Other Board appoint-
ments: Board member of Léns-
forsakringar AB’s local SACO
Board. Background: Product
Specialist, Process Developer,
Credit Administrator at Lans-

sl

INGRID ERICSON

CHRISTIAN BILLE

Born 1962. Elected 2010. Title: Presi-
dent Lansforsakringar Halland. Educa-
tion: Master of Science in Business
and Economics. Other Board appoint-
ments: Board member of Lans-
forsakringar Halland and Léns-
forsakringar Hypotek. Background:
President of Sparbanken Syd and
Operating Manager of Swedbank.

BENGT-ERIK LINDGREN

Born 1950. Elected 2012. Title: Chair-
man of Lansforsakringar Bergslagen.
Education: Bachelor of Economics.
Other Board appointments: Chairman
of Arver Lastbilar AB and Gronklits-
gruppen AB. Board member of Nor-
dana Tr& AB, Inlandsinnovation AB
and Prevas AB. Background: Execu-
tive Vice President of Swedbank.

forsakringar Bank.
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PER-AKE HOLGERSSON

Born 1953. Elected 2010. Title: Chair-
man of Lansforsakring Kronoberg.
Education: Master of Science in
Chemical Engineering. Other Board
appointments: Board member of the
SPMA Foundation, Almeboda LRF and
Korro Gard AB. Background: Board
member LF forskning och framtid and
Board member of the Swedish Poultry
Meat Association.

SUSANNE PETERSSON

Born 1962. Elected 2013. Title: Presi-
dent of Lansforsakringar Skane. Edu-
cation: Master of Science in Business
and Economics. Other Board appoint-
ments: Board member of Lans-
forsakringar Skane and P.U.L.S. AB.
Background: President of Nordea
Finans Sverige.

-/

INGRID JANSSON
Born 1950. Elected 2013. Title: Con-
sultant specialising in financial ser-
vices and leadership. Education: Mas-
ter of Science in Business and Eco-
nomics. Other Board appointments:
None. Background: Many years of
experience in banking, asset manage-
ment, marketing and business devel-
opment, and has held senior-level
positions.

ORIAN SODERBERG

Born 1952. Elected 2009. Title: Presi-
dent of Lansférsakringar Jonkoping.
Education: Master of Laws. Other
Board appointments: Chairman of Des-
tination Jénkoping. Board member of
Lansforsakringar Jonkoping and Wasa
Kredit AB. Background: Executive Vice
President of Lansforsakringar Stock-
holm and President of Lansforsakrin-
gar Fonder.

Secretary of the Board

MAX ROOTH

Born 1977. Elected 2011.
Employee representative FTF
(Union of Insurance Employees).
Education: Bachelor of Arts.
Other Board appointments: Board
member of Lansforsakringar AB’s
and Lansforsékringar Fondfor-
valtning AB’s local FTF Board.
Background: Segment Manager
and Administration Manager at
Lansforsakringar Bank. Project
Manager at Wasa Kredit Bank.

Deputy Board member:
Torleif Carlsson

Anna Rygaard,
Born 1966. Company Lawyer at
Lansforsakringar AB.

Stefan Holmstrom,
Authorised Public Accountant,
KPMG AB.



Executive management

RIKARD JOSEFSON

Born 1965.

President.

Employed since 2011.
Education: Bachelor of Arts.
Previous experience: 25 years
of experience in various senior
positions at SEB.

BENGT CLEMEDTSON

Born 1964.

Head of Business.

Employed since 2006.
Education: Master of Science
in Business and Economics.
Previous experience: President
Skandiabanken Bolan AB.

ANDERS BORGCRANTZ

Born 1961.

CFO.

Employed since 2003.
Education: Master of Science
in Business and Economics.
Previous experience: Executive
Vice President FéreningsSpar-
banken, President SPINTAB
and Regional Manager at
ForeningsSparbanken.

Born 1969.

President Wasa Kredit.
Employed since 2011.
Education: Master of Science in
Business and Economics.
Previous experience: 15 years
at SEB, most recently as Head
of Development and Sales at
SEB Retail.

GERT ANDERSSON

Born 1959.

Head of Product & Process.
Employed since 2013.
Education: Master of Science in
Business and Economics.
Previous experience: Head of
Sales area Direct, Head of
Sales and Marketing at Wasa
Kredit and 25 years of experi-
ence in various senior posi-
tions at SEB.

EVA GOTTFRIDSDOTTER
NILSSON

Born 1960.

President Lansforsakringar
Fondférvaltning.

Employed since 2000.
Education: Master of Science
in Business and Economics.
Previous experience: President
Fondbolaget, CEO Lans-
forsakringar Asset Manage-
ment.

SUSANNE BERGH

Born 1969.

Head of Internet.

Employed since 2009.
Education: Diploma in market-
ing.

Previous experience: 20 years
at the Lansforsékringar Alli-
ance, primarily at Agria and
Lansforsakringar AB, most
recently in Internet-related
positions.

RICHARD LUNDBERG

Born 1976.

Head of Back Office.
Employed since 2012.
Education: Studies in chemical
engineering.

Previous experience: Head of
Sales Support and sales man-
ager at Lansforsékringar
Skane.

SUSANNE CALNER

Born 1969.

Head of Credit.

Employed since 2012.
Education: Master of Science
in Business and Economics.
Previous experience: Office
Manager at SEB, auditor and
management consultant at
Andersen.

GORAN ZAKRISSON

Born 1953.

Chief Risk Officer.

Employed since 2004.
Education: Master of Science
in Business Economics.
Previous experience: Vice
President Swedbank Hypotek,
Credit Analyst at Credit Suisse
First Boston, Senior Banking
Analyst at Fitch and auditor at
Ernst & Young.
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Definitions

Capital base
Comprises the sum of Tier 1 and Tier 2 capital and the difference between expec-
ted 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 fixed.

Investment margin
Net interest in relation to average total assets.

Impaired loans

Receivables for which payments are unlikely to be made in accordance with the
agreed contractual terms and after deductions for the value of collateral. 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.

Impaired loans reserve ratio excluding collective impairments
Individual reserves for loan receivables in relation to impaired loans gross.

Loan losses, net

Confirmed 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.

Financial calendar 2014

First quarter:

Interim report January-March April 29, 2014
Second quarter:
Interim report April-June July 18, 2014

Third quarter:

Interim report July—-September October 23, 2014
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Loan losses in relation to loans
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 profit after standard tax as a percentage of average equity, adjusted for
changes in value of financial assets that are recognised in equity.

Return on total capital
Operating profit 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 fixed-term subordinated debt.

Total impaired loans reserve ratio
Total reserves for loan receivables in relation to impaired loans gross.



Addresses

Lansforsakringar Norrbotten
Box 937

SE-971 28 Lulea

Visit: Kopmantorget

Phone: +46 920-24 25 00
E-mail: info@LFnorrbotten.se

Lansforsakringar Vasterbotten
Box 153

SE-901 04 Umed

Visit: Nygatan 19

Phone: +46 90-10 90 00
E-mail: info@LFvasterbotten.se

Lansforsakringar Jamtland
Box 367

SE-831 25 Ostersund
Visit: Prastgatan 18
Phone: +46 63-19 33 00
E-mail: info@Ifz.se

Lansforsakringar Vasternorrland
Box 164

SE-871 24 Harndsand

Visit: Kopmangatan 13

Phone: +46 611-36 53 00
E-mail: info@Ify.se

Lansforsakringar Gavleborg
Box 206

SE-801 03 Gavle

Visit: Slottstorget 3

Phone: +46 26-14 75 00
E-mail: info@Ifgavleborg.se

Dalarnas Forsakringsbolag
Box 3

SE-791 21 Falun

Visit: Slaggatan 9

Phone: +46 23-930 00
E-mail: info@dalarnas.se

Lansforsakringar Varmland
Box 367

SE-651 09 Karlstad

Visit: Kopmannagatan 2 A
Phone: +46 54-775 15 00
E-mail: info@LFvarmland.se

Lansforsakringar Uppsala

SE-753 40 Uppsala

Visit: Stationsgatan 14

Phone: +46 18-68 55 00

E-mail: info.uppsala@lansforsakringar.se

Lansforsakringar Bergslagen
Box 1046

SE-721 26 Vasteras

Visit: Stora Gatan 41

Phone: +46 21-19 01 00
E-mail: info@Ifbergslagen.se

Léansforsakringar Stockholm
SE-115 97 Stockholm
Visit: Tegeluddsvagen 21
Phone: +46 8-562 834 00

E-mail: info.stockholm@Iansforsakringar.se

Lansforsakringar Sodermanland
Box 147

SE-611 24 Nykoping

Visit: Vastra Storgatan 4

Phone: +46 155-48 40 00
E-mail: info@Ifs.se

Lansforsakringar Goteborg och Bohuslan
SE-404 84 Gothenburg

Visit: Lilla Bommen 8

Phone: +46 31-63 80 00

E-mail: info@gbg.lansforsakringar.se

Lansforsakringar Skaraborg
Box 600

SE-541 29 Skovde

Visit: Radhusgatan 8
Phone: +46 500-77 70 00

E-mail: info@skaraborg.lansforsakringar.se

Lansforsakringar Ostgota
Box 400

SE-581 04 Linkdping
Visit: Platensgatan 11
Phone: +46 13-29 00 00
E-mail: info@Ifostgota.se

Lansforsakringar Alvsborg
Box 1107

SE-462 28 Vanersborg
Visit: Vallgatan 21

Phone: +46 521-27 30 00

E-mail: info@alvsborg.lansforsakringar.se

Lansforsakringar Gotland
Box 1224

SE-621 23 Visby

Visit: Ostervag 17

Phone: +46 498-28 18 50
E-mail: info@Ifgotland.se

Lansforsakringar Jonkoping
Box 623

SE-551 18 Jonkoping
Visit: Barnarpsgatan 22
Phone: +46 36-19 90 00
E-mail: info@Ifj.se

Lansforsakringar Halland
Box 518

SE-301 80 Halmstad
Visit: Strandgatan 10
Phone: +46 35-15 10 00
E-mail: info@LFhalland.se

Lansforsakring Kronoberg
Box 1503

SE-351 15 Vaxjo

Visit: Kronobergsgatan 10
Phone: +46 470-72 00 00
E-mail: info@Ifkronoberg.se

Lansforsakringar Kalmar lan
Box 748

SE-391 27 Kalmar

Visit: Norra Langgatan 17
Phone: +46 20-66 11 00
E-mail: info@LFkalmar.se

Lansforsakringar Blekinge
Box 24

SE-374 21 Karlshamn
Visit: Kyrkogatan 21
Phone: +46 454-30 23 00
E-mail: info@Ifblekinge.se

Lansforsakringar Goinge-Kristianstad
Box 133

SE-291 22 Kristianstad

Visit: Tivoligatan 6

Phone: +46 44-19 62 00

E-mail: info.goinge-kristianstad@lansfor-
sakringar.se

Lansférsakringar Skane

Box 4548

SE-208 20 Helsingborg

Visit: Lugna Gatan 82

Phone: +46 42-633 80 00

E-mail: info.skane@lansforsakringar.se

JOINT COMPANIES

Lansforsakringar AB

SE-106 50 Stockholm

Visit: Tegeluddsvagen 11-13
Phone: +46 8-588 400 00
E-mail: info@lansforsakringar.se

Lansforsakringar Liv

SE-106 50 Stockholm

Visit: Tegeluddsvagen 11-13
Phone: +46 8-588 400 00
E-mail: info@lansforsakringar.se

Lansforsakringar Fondliv
SE-106 50 Stockholm

Visit: Tegeluddsvagen 11-13
Phone: +46 8-588 400 00
E-mail: info@lansforsakringar.se

Lansforsakringar Sak

SE-106 50 Stockholm

Visit: Tegeluddsvagen 11-13
Phone: +46 8-588 400 00
E-mail: info@lansforsakringar.se

Production: Lansférsakringar Bank in cooperation Hallvarsson & Halvarsson.
Photo: Lansférsakringar’'s image bank, Johnér, Jimmy Eriksson. Print: Elanders Sweden. We print on environmentally friendly paper.
Translation: The Bugli Company AB.

Lansforsakringar Bank

SE-106 50 Stockholm

Visit: Tegeluddsvagen 11-13
Phone: +46 8-588 416 00
E-mail: info@lansforsakringar.se

Lansforsakringar Hypotek
SE-106 50 Stockholm

Visit: Tegeluddsvagen 11-13
Phone: +46 8-588 416 00
E-mail: info@lansforsakringar.se

Lansforsakringar Fondfdrvaltning
SE-106 50 Stockholm

Visit: Tegeluddsvagen 11-13
Phone: +46 8-588 400 00
E-mail: info@lansforsakringar.se

Lansforsakringar Fastighetsformedling
Box 742

SE-251 07 Helsingborg

Visit: Sédergatan 15

Phone: +46 42-633 98 10

E-mail: helsingborg@lansfast.se

Lansforsakringar Méklarservice

Box 27120

SE-102 52 Stockholm

Visit: Tegeluddsvagen 21

Phone: +46 8-588 490 00

E-mail:
info.maklarservice@lansforsakringar.se

Wasa Kredit

Box 6740

SE-113 85 Stockholm
Visit: Tegeluddsvagen 21
Phone: +46 8-635 38 00
E-mail: info@wasakredit.se

Agria Djurforsakring

Box 70306

SE-107 23 Stockholm

Visit: Tegeluddsvagen 11-13
Phone: +46 8-588 421 00
E-mail: info@agria.se

Humlegarden 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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