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Contents 
■ YES VOTE FOR DEMUTUALISATION

During the year SPP continued its major focus on the work of restructuring the company 

from a mutually operated to a profit-distributing life insurance company. In ballots held in May 

and June customers were asked to decide whether SPP should continue to be operated 

according to mutual principles or be restructured into a profit-distributing life insurance 

company. An overwhelming majority – approximately 90% – voted in favour of demutualisation. 

This provided a clear mandate to proceed with the demutualisation. According to plan, SPP 

will be demutualised on 1 January 2006.

■ SALE OF SPP LIV FONDFÖRSÄKRING AB

On 1 July 2004, SPP sold SPP Liv Fondförsäkring to its sister company Handelsbanken Liv. 

The selling price amounted to SEK 1.1 billion.

■ NEW REGION WITH FOCUS ON INTERNATIONAL BUSINESS

A reorganisation was carried out in August to further integrate the units within SPP and 

Handelsbanken Liv. This included the establishment of an eighth region, responsible for sales 

with an international focus.

■ MAJOR FOCUS ON CONTRACTUAL PENSIONS

Extensive marketing activities were carried out in the autumn designed to increase SPP’s share 

of the contractual pensions market, also known as the selection centre market. SPP is one of 

the major players in this market.

■ REDUCTION OF SOME PENSION BENEFITS

In December, it was decided to reduce supplementary amounts for current defined 

contribution pensions. The average reduction was 3.4%, with a maximum of 6%.

■ SPP HAS THE MOST SATISFIED CUSTOMERS

According to the annual survey conducted by the Swedish Quality Index (SQI) SPP, together 

with its sister company Handelsbanken Liv, had the highest number of satisfied customers in 

the life insurance industry.

Highlights of the year 1

Chief executive’s comments 2

Report of the Board of Directors 4

Strategic direction 4

Market and sales 5

Asset management 6

Risks and risk management 7

The company’s development 9

Five-year summary 11

Accounting principles 12

Income statement 14

Analysis of results 15

Balance sheet 16

Notes 18

Specification of shares  
and participations 24

Proposed disposition of profits 25

Audit report 26

Management and Board 27

Glossary 28

SPP, together with its sister company 
Handelsbanken Liv, is a market leader with 
a complete range of life insurance products 
for occupational and private pensions, 
as well as wealth management solutions 
for companies, organisations and private 
individuals. 

2004Highlights of the year

Key figures

2004 2003 2002 2001 2000

Premiums written, SEK million

Traditional life insurance 4 821 5 981 8 869 9 633 8 262

Unit linked insurance 1 815 3 215 3 087 3 006 1 762

Group eliminations -31 -43 -29 -12 -13

Total 6 605 9 153 11 927 12 627 10 011

Managed assets, SEK million

Traditional life insurance 79 369 75 151 72 799 80 694 83 460

Unit linked insurance - 11 843 7 447 6 519 3 884

Total 79 369 86 994 80 246 87 213 87 344

Total return, % 6.0 5.3 -10.4 -2.8 3.3

Collective funding ratio, % 101 100 97 108 119

Bonus rate gross, % 1.5 1.5 2.25 5.8 10.9
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Heading in the right direction

CHIEF EXECUTIVE’S COMMENTS

Just before year-end 2004, our customers confirmed that we are 
heading in the right direction. The annual survey conducted by 
the independent Swedish Quality Index, SQI, showed that SPP, 
together with our sister company Handelsbanken Liv had the 
largest number of satisfied customers. The survey also showed 
that our rating, unlike that of other companies, had increased 
– our customers are more satisfied now than one year ago.

Perhaps it is not so strange that they are pleased with our 
chosen way out of the crisis, since it is the customers themselves 
who made that choice. In the period May–June an overwhelm-
ing majority, almost 90%, voted for a restructuring of SPP 
– from a mutually operated to a profit-distributing company.

This gave several of our mutually operated competitors no 
respite. One competitor went so far as to use its own custom-
ers’ savings to conduct a major inquiry and warn our custom-
ers. Expensive consultants were brought in. No effort was 
spared. When nothing worked, the competitor finally reported 
our voting material to the Consumer Ombudsman in an at-
tempt to prevent the ballot.

Hardly surprisingly, the Ombudsman did nothing. Our 
voting material had been produced under the supervision of 
the Swedish Financial Supervisory Authority. Every descrip-
tion, every argument, had been examined by this independent 
authority.

Personally, I also thought that the material was good. But well 
aware of my personal bias, I am satisfied with the judgment of 
the Swedish Financial Supervisor Authority: correct. We accu-
rately described how we functioned as a mutually operated com-
pany and how we will function as a profit-distributing company.

This worried our competitors and I have no problems un-
derstanding why.

The fact that we, in the midst of the crisis for life insurance 
companies, describe how the mutual model really works and at 
the same time present a way out of this, a way that other compa-
nies lack the financial resources to follow, is obviously worrying.

But also because everyone last year could see the significant 
competitiveness that exists in our demutualised model. Four 
of Sweden’s largest companies joined forces to procure an oc-
cupational pension solution. All the established giants within 
occupational pensions submitted tenders.

The winner was our sister company Handelsbanken Liv, the 
only company that was chosen for both unit-linked and tradition-
ally managed insurance. As well as a business model that appealed 

to customers, Handelsbanken Liv could offer an attractive price.
When we other, mutually operated companies, press down our 
prices this means that we allow our existing policyholders to 
pay for the discounts we give to new customers. This means 
that we must always keep an eye on some sort of lower moral 
limit. In our demutualised model, on the other hand, the 
company – not the customers – has to meet any deficit in op-
erating results. No one customer subsidises another customer.

SPP has been established as one of the leading companies in 
the occupational pensions market for many years. Following 
demutualisation we will also have the model that customers 
prefer, with one of the world’s strongest banks, Handelsbank-
en, behind us. When we demutualise, the Bank will provide 
new venture capital which will enable us to conduct far more 
active asset management, which in turn will provide opportu-
nities for higher returns.

In fact I would also be very worried if I worked for a com-
peting mutually operated company. But the lengths that above 
all one competitor was prepared to go to in order to obstruct 
our customers’ ballot still surprise me.

At the same time I would liked to emphasise that demutual-
isation is not some kind of magic wand that will transform the 
company at a stroke. Demutualisation according to our model 
makes demands on us. And we are working hard every day to 
meet these demands.

One such demand is more efficient operation of the com-
pany. When Handelsbanken acquired SPP the operating deficit 
was more than SEK 1 billion per year. Now this deficit has 
more than halved. In the past year alone we reduced our oper-
ating expenses by almost 25%.

Handelsbanken has been one of the world’s most cost-effec-
tive banks for many years and the more integrated we become 
with the Bank, the more efficient SPP will be as well. As part 
of Handelsbanken, we will be one of the most cost-effective 
life insurance companies.

So Handelsbanken is not only injecting capital into SPP. 
The Bank is also providing a substantial dose of its unique way 
of operating a financial business. Unique to the extent that it 
increases its efficiency every year at the same time as the Bank 
retains its position as the major Swedish bank with the largest 
number of satisfied customers. Naturally, the same applies to 
SPP. We will have the highest number of satisfied customers in 
the life insurance industry. We launched an extensive customer 

Last year I wrote that SPP had a permanent solution to the problems that had affected the entire mutually 
operated life insurance industry. So it is gratifying to report that we are now well on our way towards that 
solution – namely to restructure from a mutually operated life insurance company into a profit-distributing 
company. There are two very clear signs that we are heading in the right direction: satisfied customers 
and worried competitors.
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care programme during the year and we are now following 
up the effects of this. So even if the most recent survey from 
SQI confirms that we are heading in the right direction, much 
remains to be done.

There are many customers with whom we do not have 
direct contact. A large portion of our business comes via 
brokers, which is natural since brokers account for substantial 
volume in the occupational pensions market. Since we want 
their customers to be equally satisfied with the choice of SPP, 
we maintain a high level of service to brokers.

Among other things we have responded to brokers’ de-
mands for smoother administrative routines. We have re-
structured our procedures in order to shorten lead times and 
achieve faster processing. These changes got under way in the 
autumn and I can already see a marked improvement.

Something that has performed well for a long time is our 
unit-linked insurance. Several of SPP’s funds are rated highly by 
independent analysts. I am particularly proud of our Generation 
Funds, which generally receive very high ratings and – perhaps 
the best mark of all – are now being copied by other companies.

Traditionally managed insurance performed better than ex-
pected, although not sufficiently well. The total return was 6% 
which is acceptable since assets are mainly invested in fixed in-
come securities. This in turn means that we have low solvency 
for a mutually operated company.

After demutualisation this will change. Today’s weak sol-
vency will strengthen and collective funding will disappear. So 
here too we are heading in the right direction.

I would also like to say that – although we currently have 
some key ratios that are relatively weak – we are still market 
leaders as regards a very important component: competence. 
I can confidently say that no company in the Swedish market 
has so much experience and expertise in occupational pensions 
collected under one roof. Demutualisation will correct the 
financial key ratios. The rest is up to us. A realisation that is 
both encouraging and inspiring.

I have this feeling every day – in what we do, in what our 
customers say and in how the market reacts.

It’s the feeling that we are heading in the right direction.

STOCKHOLM, FEBRUARY 2005

Göran Holgerson

’’

I can confidently say that no 

company in the Swedish market 

has so much experience and 

expertise in occupational 

pensions collected under one 

roof.”
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Strategic direction

DIRECTORS’ REPORT

SPP Livförsäkring AB (SPP) is an established, respected and 
significant player in the occupational pensions market. This 
position will be further strengthened.

The company contains an expertise and overall competence 
among its employees that is unique in the market. This, com-
bined with the resources of the Bank and the approaching 
restructuring into a more competitive business model, makes 
SPP a highly attractive partner to both large and small,  
national and international companies.

SPP will also continue to work successfully in the public 
sector on the strength of the company’s considerable expertise 
and ability to meet the highly varied preferences and demands 
of its customers.

SPP knows and understands the entire value chain, the full 
complexity of different pension arrangements. This provides a 
market advantage that naturally will be exploited.

Brokers will continue to be one of SPP’s most important 
partners. For this reason, substantial resources will be used to 
extend, develop and improve this co-operation.

Another very important channel is Handelsbanken’s branch 
network. Co-operation here functions very well today and in 
time will provide significant effects.

More active customer care has resulted in both more satisfied 
customers and new business. For this reason last year’s experi-
ment with a special customer care programme, where the 
regions take increased responsibility with central support, will 
now be made permanent.

Internally, efforts to reduce the operating deficit continue. 
With more effective utilisation of SPP’s resources and con-
tinued vigilance against unprofitable business and operations, 
these efforts are also expected to be conducted successfully in 
the years ahead.

Demutualisation of the company will follow a set timetable. 
An application has been submitted to the Swedish Financial 
Supervisory Authority and the reply is expected in the spring. 
If SPP’s plans are approved, the company will be ready for de-
mutualisation on 1 January 2006.

Integration with the sister company Handelsbanken Liv is 
now largely completed. The merger which is planned to take 
place after demutualisation can therefore in all probability be 
carried out with a retained focus on the market and constantly 
increasing, more profitable sales.

The objective to demutualise SPP remains unchanged.
Demutualisation is the final decisive step for a future merger with the sister company Handelsbanken Liv.
Key factors for success with this are profitability, customer satisfaction, integration with Handelsbanken 

Liv and with our owner Handelsbanken.

* Avser enbart livförsäkringsbolag, det vill säga exklusive sjuk- 
och olycksfallsförsäkring i sakförsäkringsbolag.

’’

Demutualisation of the company 

will follow a set timetable.”
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The sales organisation, which is shared with sister company 
Handelsbanken Liv, sells insurance in the approximately 450 
Handelsbanken branches, via independent insurance brokers 
and at the client companies’ workplaces. Sales are also conduct-
ed through direct marketing.

PREMIUMS WRITTEN

The total premium volume in the open competitive market for 
life and pension insurance in Sweden (Swedish Insurance Fed-
eration members only) amounted to SEK 97.6 billion (94.0), 
which is 4% more than in 2003. It was primarily premiums for 
unit-linked insurance that increased by 9% compared with the 
previous year while the premium volume for traditional insur-
ance was largely unchanged. The breakdown into the different 
sub-markets was: occupational pensions 65% (65), endowment 
insurance 23% (23), private pension insurance 10% (10), and 
private disability and accident insurance 2% (2).

SPP’s and Handelsbanken Liv’s total premiums written in 
Sweden amounted to SEK 13.1 billion (13.7), which provided 
a market share of 13.4% (14.6). Within SPP’s main market oc-
cupational pensions, total premiums written amounted to SEK 
9.2 billion (9.9) and market share was 14.5% (16.2). SPP’s pre-
miums written amounted to SEK 6.6 billion (9.2). The decrease 
was mainly due to the sale of SPP Liv Fondförsäkring AB to 
Handelsbanken Liv at the end of first half.

NEW BUSINESS

New business for Swedish life insurance companies, measured as 
single premiums plus regular premiums, amounted to SEK 21.6 
billion (23.8) in 2004. This was a decrease of 9% compared 
with 2003. SPP’s and Handelsbanken Liv’s combined new busi-
ness amounted to SEK 2.9 billion (4.2), which provided a mar-
ket share of 13.4% (17.6).

MAJOR INTEREST IN PROFIT DISTRIBUTION

Sales of occupational pension insurance decreased during the year. 
The greatest decline was noted within sales of early retirement pen-
sions. This business was often assessed as unprofitable since margins 
were small. Furthermore, total volumes in this market decreased.

With regard to sales of traditional insurance, customers asked 
more often for Handelsbanken Liv’s profit-distributing model 
rather than SPP’s still mutual insurance. This result was clearly 
noted in Handelsbanken Liv’s sales figures where Handelsbanken’s 
Occupational Pensions Programme increased sharply. Following de-
mutualisation, SPP will also be able to offer the same type of profit-
distributing traditional insurance as Handelsbanken Liv. In the final 
months of the year, a clear recovery was noted and sales rose.

MORE PEOPLE CHOOSING OCCUPATIONAL  
PENSION SOLUTIONS

The market for contractual pensions continued to increase. New 
groups of insured parties were added and many employees within 
municipalities and county councils received an increase in the aver-
age provision. SPP actively cultivated this market during the year.

A large proportion of ten-pointers – employees with an annual 
salary in excess of 10 base amounts in private companies with col-
lective agreements – were able to choose their pension solution, 
alternative ITP, via company adapted web portals. Advice about 
and choice of insurance provider takes place via the internet. One 
important reason for the interest in portals is that this normally 
leads to lower costs for the client company.

SPP provides such a service through the Benefit World web 
portal to which several companies connected during the year.

The trend with several companies joining forces to purchase 
occupational pension solutions continued. In one of the largest 
procurements in 2004, four of Sweden’s largest companies joined 
forces for joint procurement of a supplier of alternative ITP.

POSITIVE DEVELOPMENT IN THE MUNICIPAL MARKET

SPP’s municipal business, where among other things we offer 
administration of municipal pensions and provide insurance 
solutions, showed positive development during the year. The 
addition of several municipalities added approximately 25,000 
new individuals to the pension administration. At year-end, 
SPP had 49 municipalities and some 60 municipal companies as 
customers. Every month during the year approximately 75,000 
pensioners received their pensions from SPP.

FOCUS ON INTERNATIONAL BUSINESS

A new joint region – the International Region – was formed 
during the year to enable growth outside Sweden together with 
Handelsbanken. In an international perspective, a deregulation of 
the occupational pensions market is under way similar to the de-
regulation that has taken place in Sweden. This means that SPP’s 
working methods could also be implemented in other countries. 
Insurance operations are now conducted in the Nordic countries 
and in the UK and Ireland*. SPP also has a branch in London.

The International Region is also responsible for handling 
pensions for expatriate employees, a market that has started to 
grow again following a slack period of a couple of years.

Market and sales

SPP’s main market is occupational pensions in the open competitive market in Sweden. Sales decreased 
in 2004 and the largest decline was noted for sales of early retirement pensions.

A positive trend was noted in the municipal market where SPP offers service, administration and 
insurance to municipalities and county councils.

*In the Nordic countries through Handelsbanken Liv’s subsidiary 
SHB Liv Forsikringsaktieselskab A/S. In the UK through the as-
sociate company Nordben Life and Pension Co Ltd in Guernsey. 
Handelsbanken Liv’s subsidiary Euroben Life and Pension Ltd 
has its registered office in Ireland.
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Total return amounted to 6.0% (5.3). The average total return 
over the last five years amounted to 0.3%.

In the first nine months of 2004, the stock markets were 
characterised by relatively substantial fluctuations without any 
real trend. Following a strong fourth quarter, most leading 
stock exchanges could show a positive annual return of between 
5 and 10%. The Stockholm Stock Exchange performed even 
better and noted an annual return corresponding to 20.8%. In 
SPP’s total portfolio the proportion of equities varied during 
the year between 10 and 20% and corresponded to 17% at year-
end. Return on equities amounted to 9.1%, of which return on 
Swedish equities was 24.2%.

Relatively large fluctuations also occurred in the fixed income 
markets. Bond rates fell at the beginning of the year and then 
climbed sharply in the second quarter. During the second half of 
the year, long-term interest rates fell once more to end the year at 
lower levels than at the start of the year. Throughout the year SPP 
worked with a comparatively short duration in its fixed income 
portfolio. Return on the fixed income portfolio amounted to 5.5%.

Throughout the year, all asset exposure in foreign currency 
was hedged which made a positive contribution to the total 
return since the Swedish krona strengthened against most key 
currencies during the year.

Total return
%

Year 2000 2001 2002 2003 2004
5-year 

average

Fixed-income 9.1 4.4 6.9 4.3 5.5 6.0

Equities -3.0 -12.9 -35.3 19.4 9.1 -4.6

Other investments - - 3.3 -2.3 3.2 0.8

Real estate - - - 11.6 3.8 3.1

Promissory note 
receivable 5.0 - - - - 1.0

Total 3.3 -2.8 -10.4 5.3 6.0 0.3

Investment income

Market value 
31 Dec 2003

Net in-
vestment 

2004 Change in value
Market value 
31 Dec 2004 Yield Total return

SPP Livförsäkring AB SEKm % SEKm SEKm % SEKm % SEKm % SEKm %

Fixed income, Swedish 59 642 79.4 580 1 569 2.6 61 791 77.8 1 837 3.0 3 406 5.7 

Fixed income, foreign 1 141 1.5 806 -59 -4.2 1 888 2.4 27 1.9 -32 -2.3 

Total fixed income 60 783 80.9 1 386 1 510 2.5 63 679 80.2 1 864 3.0 3 374 5.5 

Equities, Swedish 5 473 7.3 -2 038 823 20.2 4 258 5.4 162 4.0 985 24.2 

Equities, foreign 6 056 8.0 3 412 -163 -2.1 9 305 11.7 274 3.5 111 1.4 

Total equities 11 529 15.3 1 374 660 5.5 13 563 17.1 436 3.6 1 096 9.1 

Other investments 2 684 3.6 -721 9 0.4 1 972 2.5 68 2.8 77 3.2 

Real estate 155 0.2 0 0 0.0 155 0.2 6 3.8 6 3.8 

Total investments 75 151 100.0 2 039 2 179 2.9 79 369 100.0 2 374 3.1 4 553 6.0 

Other -1 307 -445 -1 752 643 643

Total 73 844 1 594 77 617 3 017 5 196

Asset management

Breakdown of assets Equity investments Fixed income investments
31 December 2004 31 December 2004 31 December 2004

■ Swedish fixed income 78 %

■ Foreign equities 12 %

■ Swedish equities 5 %

■ Hedge funds 3 %

■ Foreign fixed-income 2 %

■ Real estate 0 %

■ Europe 44 %

■ Sweden 31 %

■ USA 25 %

■ Swedish government 54 %

■ Mortgage institutions 30 %

■ Other Swedish issuers 13 %

■ Other foreign issuers 3 %

During 2003, the traditional, long-term normal portfolio was 
abandoned as a benchmark for the company’s asset manage-
ment. Instead, asset allocation is governed by a more short-
term reference portfolio that is decided on a monthly basis by 
the company’s allocation committee. Current market percep-
tions are allowed to influence composition but primarily it is 
the balance sheet’s ability to withstand market fluctuations that 
dictates the content of the reference portfolio. The company’s 
commitments to customers are formulated in absolute figures 
and this fact has greater control over the focus of asset manage-
ment than how sub-portfolios develop in relation to various 
market indexes.
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INSURANCE RISKS

Life insurance is a financial product where the result at least 
to some extent is uncertain. This uncertainty depends in some 
way on the life or health of the insured individual. Life insur-
ance with a savings component is also uncertain in terms of 
future investment returns.

Different types of insurance risks
• premature death – death benefit insurance – payment in the 

event of the death of the insured person
• longevity – life insurance/pension insurance – payment if 

the insured person lives
• disability – disability insurance/waiver of premium insur-

ance – payment in the event of disability/inability to work
• combinations – many insurance policies offer combinations 

of the above three.

In a mutual insurance company it is the policyholder collec-
tive that takes the risks since the policyholders have the role of 
both owner and customer. In a mutually operated life insur-
ance company, which SPP is until year-end 2005, it is also the 
policyholders who take all the risks. After SPP’s demutualisa-
tion, the company’s policyholders will only be customers who 
pay a price – a premium – for their insurance. The risk result 
will be borne by the company.

Limiting insurance risks
Before risk insurance can be granted the insured party must 
be approved in a medical risk assessment. The purpose of the 
risk assessment is to reduce reliance on information provided 
by the insured party about his or her health. This is essential in 
order to be able to offer long-term term insurance at a reason-
able premium in a profitable manner. The insurance applied 
for must also meet the policyholder’s insurance needs and 
ability to pay. In order to limit the company’s risk exposure, 
major risks on individual lives are normally reinsured.

Future risks
Mortality continues to fall which is positive with regards to 
death benefit insurance. Falling mortality means a rising average 
length of life which, on the other hand, can be a concern as re-
gards pension insurance. On the other hand, this should not be 
over-dramatised. Sweden has had detailed population statistics 
for centuries. The really major change is mortality related to 
children and young people for whom it has been reduced to al-
most zero. On the other hand, mortality among the old has not 
changed to the same extent. In 250 years the length of life for 
pensioners has been extended by a relatively modest 7–10 years.

For disability insurance, the future is not so predictable. 
The rapidly rising disability in the form of people on the sick 
list not only represents a major human and socio-economic 
problem. The large premium increases resulting from this may 

Risks and risk management

result in a reduced range of voluntary disability insurance. In 
the future it may not be possible to take out voluntary dis-
ability insurance. Trends in this direction can already be seen. 
This development is counteracted by major awareness of the 
problem throughout society.

FINANCIAL RISKS

Insurance with a savings component, both pension insurance 
and endowment insurance, is more or less associated with 
financial risks. If savings are made in a traditional policy at a 
guaranteed interest rate, the financial risk is shared between 
the individual policyholder and the policyholder collective 
provided the insurance company is operated according to 
mutual principles. With effect from 1 January 2006, when it 
is planned that SPP will be demutualised, the financial risk for 
traditional insurance will instead be shared between the policy-
holder and the company.

For savings in unit linked insurance the policyholder accepts 
the entire financial risk by choosing the funds in which sav-
ings should be invested. The company has no risk nor does it 
receive any of the return.

Risks within asset management
Risk generally means uncertainty about a future result. The risk 
component that is most important for SPP to quantify and con-
trol is the possibility that negative variances from an anticipated 
result should arise. Asset management operations are exposed to 
market risk, liquidity risk, credit risk and operational risk. The 
company works with Asset and Liability Management (ALM), 
which means integrated management of assets and liabilities.

Market risk
In practice, market risk is a possible price fall on the compa-
ny’s assets caused by changed interest rates, share prices, prop-
erty prices or exchange rates. In order to manage market risk, 
SPP’s allocation committee decides on a reference portfolio. 
The composition of the reference portfolio is primarily gov-
erned by the extent to which the balance sheet can withstand 
market fluctuations. Current market opinion also affects the 
composition of the reference portfolio, but these considera-
tions take second place.

The limited risk resistance of the balance sheet in 2004 did 
not allow exposure to the stock markets in line with historical 
average levels. Against the background of a positive view of 
equities as an asset class, share price risk’s share of total market 
risk was high in relation to available risk scope.

Liquidity risk 
Liquidity risk is the risk of loss that results from not being able 
to sell a financial instrument immediately without a significant 
price reduction. This risk is limited through most of the total 
portfolio being invested in listed securities with good liquidity.
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Credit risk
Credit risk is the risk that borrowers or counterparties are un-
able to meet their commitments to SPP. The creditworthiness 
of issuers, borrowers and counterparties is determined via 
both internal and external credit assessments.

OPERATIONAL RISKS

Operational risks are risks in the company’s operations that 
can result in financial loss, non-receipt of income, disruption 
of operations or damaged confidence. The reasons can be 
inadequate or erroneous routines and systems, inappropriate 
organisation, mistakes made by own employees or external 
events. Responsibility for managing operational risks is a well-
integrated part of managerial responsibility at all levels.

Operational risks must be identified, assessed, reported and 
controlled. Responsibility for this, i.e. for ensuring internal 
controls within the company, therefore rests with the function 
manager concerned. The existence of descriptions of routines, 
effective and secure systems support, appropriate descrip-
tions of responsibility and working duties, as well as effective 
reporting channels are all factors that affect the level of our 
operational risks.

Management of operational risks is largely a management 
and organisational matter. A key thesis here is that division 
of responsibility and working duties must be defined on the 
basis of control aspects and be designed to ensure that no 
single person handles a transaction throughout the entire 
processing chain.

As a complement to ongoing control of operational risks, 
for a couple of years the Handelsbanken Group, including 
SPP, has performed a self-assessment of operational risks every 
year. This assessment is designed to identify operational risks 
and quantify the losses that might arise. Furthermore, meas-
ures are both proposed and taken to reduce these risks. The 
Central board in the Bank and SPP’s own board are informed 
of the results of these annual analyses.

As part of the ongoing work on demutualisation, the 
company is investing in a review and improvement work for 
processes and routines in order to strengthen and assure the 
quality of internal controls within our administrative routines. 
The main purpose of quality assurance is, in conjunction with 
other changes caused by demutualisation, to ensure that the 
affected parts of operations are sufficiently prepared, that nec-
essary flows and controls are guaranteed, that requisite reports 
and documents can be produced and that our operational risks 
are under control and minimised.

In addition to responsibility for operational risks, the compa-
ny together with Handelsbanken Liv has employees with spe-
cial responsibility for information security and physical safety.

Compliance officer
During the year the company’s board decided to establish a 
compliance function in accordance with the Swedish Financial 

Supervisory Authority’s proposal for general guidelines on 
governance of financial companies. This function, which will 
be shared with Handelsbanken Liv, will ensure that opera-
tions are conducted in accordance with current rules and good 
practice.

Compliance will continuously identify, assess, monitor and 
inform about risks that may arise due to failure to comply 
with regulations (laws, directives, internal instructions, rules 
of conduct and good practice). Another duty is to ensure that 
the relevant employees are given information and training on 
new or changed rules. The risks, compliance risks, that may 
result from failure to comply with regulations are increased 
operational risks, risks of legal sanctions, supervisory sanctions, 
economic loss or damage caused by rumours.

This function has an independent position in relation to 
business operations and reports to the relevant chief executive 
and company board.

THE WORK OF THE BOARD

At its six regular meetings during the year the board discussed 
SPP’s economic situation, sales development and financial 
position. Other recurrent matters included a review of the 
company’s position in relation to other Swedish life insurance 
companies, asset performance in relation to technical liabili-
ties, return and risk.

In 2004 work with SPP’s demutualisation affected the work 
of the board to a considerable extent. This meant that the 
board held a number of extra meetings that focused entirely 
on questions relating to demutualisation.

The board adopts annual written instructions regarding, 
among other things, the distribution of work between the 
board and the chief executive, guidelines for the allocation 
committee, ethical guidelines and governance policy.

A finance committee was set up during the year comprising 
the chairman of the board and two members appointed by the 
board. The committee prepares the board’s work to ensure 
compliance with adopted principles for investment of assets. 
The committee also maintains regular contact with investment 
managers and with those who in accordance with agreements 
with Handelsbanken are responsible for investment of the 
company’s assets, as well as regularly following up the invest-
ment management result.

An audit committee was also established comprising three 
members appointed by the board. This committee prepares 
the board’s work for ensuring compliance with adopted prin-
ciples for internal controls and maintains regular contact with 
both internal and external auditors. The committee also deter-
mines on behalf of the board the policy for services in addition 
to audits provided by external auditors.

Reports on the work of both these committees are submit-
ted to the board on a regular basis.
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The company’s performance

THE SPP GROUP

SPP Livförsäkring AB, corporate identity number 516401-8524, 
is domiciled in Stockholm. The company is a wholly owned sub-
sidiary of Svenska Handelsbanken AB (publ), corporate identity 
number 502007-7862 (Handelsbanken).

SPP Livförsäkring AB is a life insurance company that pro-
vides traditionally managed insurance and is operated accord-
ing to mutual principles. This means that SPP cannot issue 
dividends and that earnings, both profits and losses, accrue to 
policyholders and affect the size of the bonus.

The Group includes the subsidiary SPP Liv Pensionstjänst 
AB and its subsidiary SPP Konsult AB and the subsidiary SPP 
Kundcenter AB (dormant). These subsidiaries provide con-
sulting and services related to pensions and financial security. 
Until 30 June 2004, the Group also included SPP Liv Fond-
försäkring AB. Life insurance operations outside Sweden are 
conducted through the associated company Nordben Life and 
Pension Insurance Co Ltd, which is domiciled in Guernsey, 
and through SPP’s branch in London.

SPP Livförsäkring AB purchases IT services and asset man-
agement from the parent company Handelsbanken. The com-
pany also purchases from and sells services to its sister com-
pany Handelsbanken Liv. Intra-group prices are set within the 
framework for the work in the planning committees within the 
Handelsbanken Group. The work of the planning commit-
tees complies with the rules and guidelines applied within the 
Handelsbanken Group. Prices are set at cost, although never 
higher than market prices. The price for asset management 
is based on market prices. In 2004, the sister company Han-
delsbanken Liv was commissioned by SPP to carry out internal 
services for SEK 72 million. In a corresponding manner, SPP 
sold services to Handelsbanken Liv for SEK 166 million.

OPERATIONS

SPP provides pension insurance in the open, competitive seg-
ment of the occupational pensions market where employers 
and organisations and their employees and members are free 
to choose their pension solutions.

SPP, Handelsbanken Liv and Handelsbanken offer custom-
ers a broad range of savings products related to both pensions 
and other savings. This takes place within the framework of 
Handelsbanken’s universal bank concept where life insurance 
is a natural part of the product range.

Sales are conducted via Handelsbanken’s branch network, 
client companies’ workplaces, brokers and direct marketing.

SIGNIFICANT EVENTS

The financial year was marked by continued work on conver-
sion of the company into a profit-distributing life insurance 
company. During the period 3 May to 24 June, SPP’s cus-
tomers were able to vote on whether the company should 
continue to be operated according to mutual principles or be 
demutualised. The ballot result showed that 89% of those who 

voted were in favour of demutualisation. Of the total number 
of people entitled to vote 6.8% said no. This means that the 
voting requirements for demutualisation were met by a broad 
margin. 62% of those entitled cast their vote in this ballot.

The next phase in the demutualisation process is detailed 
examination of SPP’s entire demutualised model by the Swed-
ish Financial Supervisory Authority. Following approval from 
the Swedish Financial Supervisory Authority, Handelsbanken’s 
central board will decide on a possible capital contribution to 
enable SPP to take over the risks and deficit that policyholders 
alone share today. According to plan, everything should be 
ready for demutualisation on 1 January 2006.

Göran Holgerson took over as the new chief executive of 
SPP on 1 January 2004.

On 1 July 2004, the subsidiary SPP Liv Fondförsäkring AB 
was sold to the sister company Handelsbanken Liv. The pur-
chase price amounted to SEK 1.1 billion.

SPP decided as of 1 January 2005 to transfer occupational 
group life insurance (TGL) to Bliwa Livförsäkring AB. SPP 
will continue to sell TGL to Bliwa.

RESULTS

Comments on key items
Performance
Profit after tax for the Group amounted to SEK 2,130 mil-
lion (1,608). This is an increase of SEK 522 million. This im-
provement in earnings is mainly due to increased investment 
return during the period. This result includes a capital gain of 
approximately SEK 900 million from the sale of the subsidi-
ary SPP Liv Fondförsäkring AB. Non-recurring changes in 
reserves affected earnings by SEK -350 million (270).

The operations in SPP Liv Fondförsäkring AB are included 
in the Group’s results for the period until the transfer on 1 
July 2004.

For appropriation of profits, see page 25.
Results for other group companies are reported under other 

income and expenses in the non-technical account.

Premiums written
Premiums written amounted to SEK 6,605 million (9,153) 
which is a decrease of 28%. This is mainly explained by the 
fact that SPP Liv Fondförsäkring is only included in premiums 
written for the first half of 2004. Premiums written for the 
parent company amounted to SEK 4,821 million (5,981), a 
decrease of 19%. The change in premiums written is mainly 
due to reduced sales of single premium insurance for early re-
tirement pensions.

Investment income
Investment return in the traditional life insurance business 
amounted to SEK 4,553 million (3,829) or 6.0% (5.3). Consid-
ering the low risk profile that characterised the investment focus 
and with a cautiously increased portion of equities, this result is 
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