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Statement of the Supervisory Council and the Board of Directors of the Bank 
Stability – it is a characteristic feature of SEB banka activities in the complicated economic situation in the country 
in the first half of 2009. Compared with the first half of last year, SEB group in Latvia has managed to increase 
operating income by 4%, net commission income has grown by 6% and the profit from different financial 
transactions has almost doubled (+89%). The capital adequacy ratio is also stable – 9.45%, and the liquidity level 
is 42.13%. SEB banka’s consolidated profit before establishing allowances in the first half of 2009 was 36.8 million 
lats, which is 9% more than in the respective period of 2008. After establishing allowances for doubtful loans in the 
amount of 79.7 million lats, SEB group Latvia in the first half of 2009 has made a loss of 38.1 million lats.  
SEB banka’s activities in the first half of 2009 took place when the development of Latvian economy 
experienced its most trying circumstances since the early 90’s. This was caused by many economic imbalances 
which had accumulated over the previous years, as well as the unexpectedly severe fall in the world economic and 
financial markets, which caused much uncertainty about future progress. As a result, the drop in GDP in the first 
half of the year was close to 20% thus influencing all areas of the economy – both consumption and investments. 
As tax income rapidly decreased, the government took crucial steps to reduce spending by considerably reducing 
the expenditure in the public sector, also affecting social payments. Employment considerably decreased and the 
unemployment level during the first half of the year doubled from 7% to 14%.  
Upon worsening of the economic situation, the number of late credit payments of private individuals, as well as 
business companies increased. 2009 started with a rapid increase in outstanding loan payments, which, however, 
slowed down during May and June. SEB banka has always especially cared and will care about mutual 
cooperation with the customers in long-term perspective. Therefore in the existing situation, when the financial 
situation of many borrowers has materially worsened, SEB banka is especially careful in evaluating each case 
individually and together with a customer finds the most appropriate solutions, for example, by postponing the 
payment of the principal amount of loan for a certain period, extending the loan repayment terms, etc.  
During the time when the Latvian real estate developers have faced difficulties in performing their financial 
liabilities, the Bank takes over real estate in its possession, which may be sold either at once in the market at the 
current market value or kept until more opportune moment. Given the current economic instability, SEB group 
made a decision to be ready for the purchase and maintenance of these assets rather than immediate sale in the 
existing market. In order to find solutions for this situation, which would be satisfactory for the customers, as well 
as the Bank and also would facilitate the condition in the real estate market, in February 2009 a new SEB banka’s 
subsidiary was founded – SIA Latectus, which is engaged in management of real estate taken over by the Bank. 
Irrespective of the complicated situation in the national economy, SEB banka has not stopped issuing credits and 
in the future, after carefully analyzing each customer’s solvency, will grant financing for reasonable projects – both 
to entrepreneurs for launching or developing of their businesses and to residents to buy a real estate and for other 
purposes. During the first half of 2009, SEB group in Latvia has granted financing to companies and private 
individuals in the amount of more than 130 million lats in the form of different loans, including leasing and factoring 
agreements in the amount of more than 18 million lats. In total, during the first half of the year SEB banka’s loans 
and other financing was received by more than 840 private individuals and 500 companies. Entrepreneurs have 
received 86% of the total financing granted by SEB banka for business development, but the private individuals 
received 14% of the lending. At the end of the reporting period, the gross value of SEB banka loan portfolio was 
2.6 billion lats.  
The amount of deposits of SEB banka’s customers during the first half of the year decreased by 14% to 1.1 billion 
lats. In contrast of decreasing deposits, successful development was evidenced in the alternative long-term 
investment services offered by the subsidiaries. Due to the profitability of the managed funds, more and more of 
the population trust SEB banka’s group to manage their 2nd level pension. The Lats Reserve Fund is popular for 
short-term placement of lats even in the current circumstances.  
In the first half of 2009, SEB banka continued to work actively on the improvement of the range of services. 
Considering customers’ conveniences, SEB banka offers a new product – a credit card Eurocard Corporate Gold, 
which is the first corporate credit card in the Baltic States. Eurocard is a new and unique product, which has 
already been used for many years by Swedish, Norwegian and Danish customers. Eurocard helps the companies 
in reaching their daily targets by providing additional control, more convenience and service and lower costs. 
By continuing the improvement process of Ibanka, since mid-January transfers between one’s own bank accounts 
or to another account in SEB banka are completed at once, and 24 hours a day. In addition, now the customers 
have available an improved Ibanka demo version, in which it is possible to try the functionality of Ibanka. In the 
new Ibanka’s demo version, it is possible to see how different transactions are carried out in the real internet 
bank’s environment. 
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Statement of the Supervisory Council and the Board of Directors of the Bank (continued) 
 
In the previous as well as in this year many Latvian families have altered their level of spending, and have been 
forced to think on and be more disciplined about the family expenditure by taking more responsible attitude 
towards planning the family budget. Therefore since May SEB banka offers its customers and any other Latvian 
resident a convenient and flexible way to account and plan the family budget, i.e., the SEB banka home page 
offers a Family Budget Planner. The functionality of the Planner has been established in the manner that this tool 
can be used repeatedly and it could assess the family’s realized budget planning results. 
SEB banka currently services 900 thousand customers, including 66 thousand legal entities, out of them more 
than 500 thousand customers make daily payments either through Internet bank Ibanka or by payment cards with 
SEB banka’s logo.  
With customer convenience in mind, in February 2009 SEB banka opened a new branch in Riga, Brīvības iela 410 
- Jugla Branch, in which a full range of banking financial services is available to the Bank’s customers. By the end 
of June SEB banka had 60 customer service centres in total, with at least one representative office in each district 
of Latvia.  
At the end of the first half of 2009, both the private individuals and corporate customers have trusted their funds 
amounting to more than 340 million lats to SEB banka’s investment management stock company SEB Wealth 
Management. In the first half of 2009 SEB Wealth Management’s total portfolio increased by 10%. Such growth 
was achieved due to the development of cooperation with the major SEB Wealth Management institutional 
customers and the increase of the funds transferred to its management by more than 5.5 million lats, and due to 
the growth of pension funds and life insurance funds by more than 42 million lats. In the first half of 2009 the Lats 
Reserve Fund managed by SEB Wealth Management retained its stable position as the largest Latvian registered 
investment fund, its market share reached 81.4% of money market funds in Latvia. As at 30 June of this year, the 
1 month profitability of the Lats Reserve Fund was 9.59% per annum. The profitability of the Lats Reserve Fund 
during the last 12 months was 6.66% thus considerably exceeding the average ratio of Latvian money market 
funds in the last year. 
In the first 6 months of 2009, SEB banka’s financial group in Latvia, took the leading positions in the pension and 
long-term investment market by offering its customers different ways of accruing pensions. SEB group was 
managing pension funds of more than 297 thousand participants of the Pillar 2 and Pillar 3 pension, which in total 
made up the pension capital of more than 179 millions lats at the end of June 2009. The assets of the pension 
plans, as well as the number of pension plan participants in SEB group continued to grow even in these 
economically difficult conditions. By consulting the Latvian residents and providing actual information to them 
regarding the need of making investments, SEB Pension fund has retained its market leader position both by the 
number of customers with the market share of 40%, as well as regarding the amount of pension plan assets with 
the market share of 57% in the Latvian private pension market. Irrespective of slow down of the Latvian economy 
at the beginning of 2009, more than 700 Latvian and international companies continued to use the Pillar 3 pension 
services offered by SEB Pension fund for additional motivation of their employees and improvement of payroll 
system by making private pension investments on behalf of their employees. SEB banka is the only bank that 
offers private individuals a possibility to sign an agreement on opening of a private pension investment in Internet 
bank (Ibanka). In the first half of 2009, the Bank attracted 106 new customers who used this unique option. 
In the first 6 months of 2009 SEB group’s company - SEB Life Insurance is still the leader in the life insurance 
market by taking 44% of the total Latvian market. In the first half of 2009 SEB Life Insurance activities can be 
assessed as a positive business notwithstanding the complex economic conditions in the country. The amount of 
premiums written in the traditional life insurance grew by 24%, while income from Unit-Linked (life insurance policy 
with profitability linked to the market) products decreased by 59% compared to the first half of last year. As a result 
of successful advertising campaigns, the number of long-term agreements with small regular contributions has 
increased, as well as the public knowledge about the necessity and advantages of long-term investments has 
increased. Since March of 2009, the company has a new manager whose previous experience in managing 
another SEB group’s company (SEB līzings) allows him to reassess the company’s cooperation with SEB banka’s 
branch network more objectively in order to improve the results of this sales channel. In long-term the Company 
has set a target to focus on the sale of market-linked products by improving the existing Unit-Linked product offer 
as well as by paying more attention to the work with customer understanding and readiness to take the investment 
risk. The company already has introduced special questionnaires for more objective evaluation of the customer 
investment risk. Simultaneously, active work is continued on the development and improvement of the company’s 
business processes. 
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Statement of the Supervisory Council and the Board of Directors of the Bank (continued) 
 
Always, but especially now the Latvian public expects the Bank’s active involvement in the Latvian social, 
educational, cultural and sports life. At the beginning of the year, SEB banka supported the project Ēnu diena 
(Shadow Day) that was organised by the business education organization Junior Achievement Latvia organized 
and is the largest pupil career selection event in Latvia. Involvement in the Shadow Day gave a chance to the 
pupils to familiarize themselves with the labour market, interesting professions, find their calling, and activities in a 
specific area. More than 100 youths visited also the companies of SEB banka’s group by getting acquainted with 
the day-to-day business of the Bank’s employees. Loud cheers were received by sports supporters in the spring 
when the regular SEB Baltic Basketball League’s (SEB BBL) final games were organized. SEB banka continued 
its support also to the SOS Children Village Association by taking part in the campaign: Help the Children to Grow. 
Active cooperation continued with the Community Initiative Fund’s programme: Together with the Family, which 
provides financing to public organizations whose operational area is promotion of family values and education of 
children and youths. 
In this tense period, SEB banka is truly pleased to see the loyalty of its customers and positive evaluation to a 
range of our offered products and services. Among them in the rating tables SEB banka invariably is evaluated as 
one of the most respectable and valuable companies in Latvia. Also the international experts have evaluated SEB 
banka’s professionalism and common achievements – one of the major business magazines Global Finance in its 
research: World’s Best Trade Financing Service Providers has granted SEB Latvia the highest appreciation in the 
nomination: Best Trade Financing Service Provider in Latvia 2009.  
Irrespective of the complex economic situation in the financial world in general, SEB group has not changed its 
long-term activities strategy and vision by sticking to the previously set targets. By adapting to the existing 
conditions, the short-term tactics may need to be changed, but the long-term values remain consistent and overall 
it means stability. SEB banka’s target has always been to be the leading bank by offering its customers the highest 
level financial services. Acting in compliance with the SEB group’s principal value – commitment, continuity, 
mutual respect and professionalism, SEB banka will continue its work in order to make sure that the customers 
have been offered the best service.  
In conclusion, we would like to express out utmost gratitude to all SEB banka’s customers and transaction partners 
for cooperation and to our employees – for their contribution in working for the Bank’s future development. We 
wish everyone to be strong during this period of time and future achievements. 

 

 
 

 
 
 
 
 

Mats Torstendahl  Ainārs Ozols 
Chairman of the Council  President / Chairman of the Board 

 
7 August 2009 
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION 
 
To the shareholders of AS “SEB banka” 
 
Introduction 
We have reviewed the accompanying interim condensed consolidated balance sheet of AS “SEB 
banka” and its subsidiaries (the “Group”) and interim condensed balance sheet of AS “SEB Banka” (the 
“Bank”) as of 30 June 2009 and the related interim condensed statements of income, comprehensive 
income, changes in equity and cash flows for the six-month period then ended. Management is 
responsible for the preparation and presentation of these interim condensed financial statements ( 
“interim condensed financial information”) in accordance with International Accounting Standard 34 
"Interim Financial Reporting". Our responsibility is to express a conclusion on this interim financial 
information based on our review. 
 
Scope of Review 
We conducted our review in accordance with International Standard on Review Engagements 2410, 
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity.” A review 
of interim condensed financial information consists of making inquiries, primarily of persons responsible 
for financial and accounting matters, and applying analytical and other review procedures. A review is 
substantially less in scope than an audit conducted in accordance with International Standards on 
Auditing and consequently does not enable us to obtain assurance that we would become aware of all 
significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion. 
 
Conclusion 
Based on our review, nothing has come to our attention that causes us to believe that the 
accompanying interim condensed financial information is not prepared, in all material respects, in 
accordance with International Accounting Standard 34 "Interim Financial Reporting".  
 
 
PricewaterhouseCoopers SIA  
Certified Audit Company  
Licence No. 5 
 
 
 
 
 
 
 
Ilandra Lejiņa 
Certified auditor in charge 
Certificate No. 168 
 
Member of the Board  
 
Riga, Latvia 
7 August 2009 
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Income Statement 
 
  Six month period ended 30 June 
  2009  2008 
 Notes Group Bank  Group Bank
  Ls ‘000  Ls ‘000  Ls ‘000  Ls ‘000
    
Interest income  83,890 76,539 102,406 90,761
Interest expense  (43,121) (39,976) (59,827) (52,666)
Net interest income  40,769 36,563 42,579 38,095
   
Fee and commission income  14,571 12,315 14,017 11,929
Fee and commission expense  (5,306) (5,233) (5,270) (5,006)
Net fee and commission income  9,265 7,082 8,747 6,923
   
Profit on securities trading and foreign exchange, net  13,163 13,091 6,952 7,250
Net insurance income  105 - 928 -
Dividend income  1 1 1 6,259
Other operating income  3,733 1,203 5,336 1,174
   
Allowances for loan impairment 2 (80,716) (80,716) (6,616) (6,616)
Release of previously established allowances 2 974 974 2,416 2,416
Change in allowances for loans and advances 2 (79,742) (79,742) (4,200) (4,200)
   
Administrative expense  (24,604) (20,421) (25,802) (20,919)
Amortisation and depreciation charges  (4,547) (2,504) (5,112) (2,661)
Goodwill impairment loss 3 (1,135) (1,135) - -
       

(Loss)/Profit before income tax  (42,992) (45,862) 29,429 31,921
   
Income tax benefits/(expenses) 4 4,933 5,513 (4,030) (3,387)
    
(Loss)/Profit for the period  (38,059) (40,349)  25,399 28,534
          

 
 
The financial statements on pages 7 to 21 have been approved by the Supervisory Council and  
the Board of Directors of the Bank and signed on their behalf by: 
 
 
 
 
 

Mats Torstendahl  Ainārs Ozols 
Padomes priekšsēdētājs  Prezidents / Valdes priekšsēdētājs 

 
 
7 August 2009 
 
 
 
The accompanying notes on pages 13 to 21 are an integral part of these financial statements.
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Statement of Comprehensive Income 
 
 
 

 Six month period ended 30 June 
 2009 2008 
 Group Bank Group  Bank
 Ls ‘000  Ls ‘000  Ls ‘000  Ls ‘000
  
(Loss)/Profit for the period (38,059) (40,349) 25,399  28,534
     

Net profit from investment securities available-for-
sale, after tax 4,595 4,599 992 995

     

Total comprehensive (loss)/profit for the period (33,464)  (35,750)  26,391  29,529
 
 
 
 
 
 
 
The accompanying notes on pages 13 to 21 are an integral part of these financial statements.
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Balance Sheet and Commitments and Contingent Liabilities 
 
  30/06/09  31/12/08 
 Notes Group Bank  Group Bank
  Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000
Assets       
Cash and balances with the Bank of Latvia   136,561 136,561  276,368 276,368
Balances due from banks   314,328 289,618  151,397 131,798
Loans and advances to customers 5-6  2,447,403 2,238,023  2,670,396 2,361,105
Trading securities 7  7,446 7,446  10,494 10,494
Securities designated at fair value through            

profit or loss 7 
 

11,921 -  11,420 -
Investment securities available-for-sale  7  94,223 94,185  142,973 142,931
Derivative financial instruments   14,535 14,896  16,946 17,337
Investment properties   310 -  310 -
Investments in subsidiaries   - 10,952  - 11,384
Intangible assets   6,573 4,699  8,223 5,078
Property and equipment   22,828 9,075  26,313 10,130
Current income tax assets   5,189 4,834  5,390 5,080
Deferred income tax assets   4,809 4,658  195 -
Other assets   11,785 8,012  17,939 13,341
Total assets   3,077,911 2,822,959  3,338,364 2,985,046
    
Liabilities   
Balances due to banks   1,659,702 1,353,082  1,705,007 1,396,077
Due to customers 8  1,057,858 1,162,359  1,236,193 1,244,988
Liabilities to policyholders – insurance contracts   29,314 -  26,352 -
Liabilities to policyholders – investment contracts   8,848 -  8,562 -
Derivative financial instruments   16,090 16,090  16,308 16,314
Current income tax liability   24 -  157 -
Deferred income tax liability   1,221 -  1,969 748
Other liabilities   20,933 15,773  26,251 15,334
Subordinated liabilities  42,659 42,659  42,839 42,839
Total liabilities  2,836,649 2,589,963  3,063,638 2,716,300
     
Equity    
Capital and reserves attributable to the equity holders    

Share capital   37,106 37,106  37,106 37,106
Share premium   3,565 3,565  3,565 3,565
Revaluation reserve on investment securities 

available-for-sale   
 

(6,618) (6,607)  (11,213) (11,206)
Other reserves   203 203  203 203
Retained earnings   207,006 198,729  245,065 239,078

Total equity   241,262 232,996  274,726 268,746
     
Total liabilities and equity   3,077,911 2,822,959  3,338,364 2,985,046
   
Commitments and contingent liabilities   
Contingent liabilities   123,992 123,992  137,420 137,420
Financial commitments   166,558 129,823  244,689 160,895
 

 The financial statements on pages 7 to 21 have been approved by the Supervisory Council and the Board of 
Directors of the Bank and signed on their behalf by: 
 
 
 
 

Mats Torstendahl  Ainārs Ozols 
Chairman of the Council  President / Chairman of the Board 

 

7 August 2009 
 
 
 

The accompanying notes on pages 13 to 21 are an integral part of these financial statements. 
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 Consolidated Statement of Changes in Equity  
 
 

 Paid-in share 
capital 

Share 
premium

Statutory 
reserves

Revaluation 
reserve on 
investment 

securities 
available-

for-sale  

Retained 
earnings 

TOTAL

 Ls ‘000 Ls ‘000 Ls ‘000 Ls ‘000 Ls ‘000 Ls ‘000
       

Balance at                            
31 December 2007 37,106 3,565 203 (3,675) 215,131 252,330

Net change in investment 
securities available-for-
sale, net of tax - - - 992 - 992

Profit for the period - - - - 25,399 25,399

Balance at                         
30 June 2008 37,106 3,565 203 (2,683) 240,530 278,721

Net change in investment 
securities available-for-
sale, net of tax - - - (8,530) - (8,530)

Profit for the period - - - - 4,535 4,535

Balance at                         
31 December 2008 37,106 3,565 203 (11,213) 245,065 274,726

Net change in investment 
securities available-for-
sale, net of tax - - - 4,595 - 4,595

Loss for the period - - - - (38,059) (38,059)

Balance at                         
30 June 2009 37,106 3,565 203 (6,618) 207,006 241,262

 
 
 
 

The accompanying notes on pages 13 to 21 are an integral part of these financial statements. 
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Statement of Changes in the Bank’s Equity  
 

 Paid-in share 
capital 

Share 
premium

Statutory 
reserves

Revaluation 
reserve on 
investment 

securities 
available-

for-sale  

Retained 
earnings 

TOTAL

 Ls ‘000 Ls ‘000 Ls ‘000 Ls ‘000 Ls ‘000 Ls ‘000
       

Balance at          
31 December 2007 37,106 3,565 203 (3,673) 209,564 246,765

Net change in 
investment securities 
available-for-sale, net of 
tax - - - 995 - 995

Profit for the period - - - - 28,534 28,534

Balance at                         
30 June 2008 37,106 3,565 203 (2,678) 238,098 276,294

Net change in 
investment securities 
available-for-sale, net of 
tax - - - (8,528) - (8,528)

Profit for the period - - - - 980 980

Balance at                         
31 December 2008 37,106 3,565 203 (11,206) 239,078 268,746

Net change in 
investment securities 
available-for-sale, net of 
tax - - - 4,599 - 4,599

Loss for the period - - - - (40,349) (40,349)

Balance at                         
30 June 2009 37,106 3,565 203 (6,607) 198,729 232,996

 
 

 
 

The accompanying notes on pages 13 to 21 are an integral part of these financial statements. 
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Statement of Cash Flows  
 
 Six month period ended 30 June 
 2009  2008 
  Group Bank  Group Bank
 Notes Ls ‘000  Ls ‘000  Ls ‘000  Ls ‘000
    
Cash flows from operating activities   

(Loss)/Profit before income tax  (42,992) (45,862)  29,429 31,921
Amortisation and depreciation of intangible assets and property 

and equipment 4,490 2,448  5,085 2,628
Goodwill impairment loss 1,135 1,135  - -
Increase in allowances for loan impairment 79,742 79,742  4,200 4,200
Profit from revaluation of foreign currency (13,729) (13,783)  (5,401) (6,225)
Loss from disposal of tangible property and equipment  777 79  1,846 39
Dividends received (1) (1)  (811) (6,259)
Decrease in other assets  8,902 8,101  27,888 27,812
(Decrease)/Increase in other liabilities (2,070) 439  8,077 1,451

Increase in cash and cash equivalents from operating 
activities  before changes in assets and liabilities 36,254 32,298  70,313 55,567

   
Increase in securities designated at fair value through profit or 

loss (501) -  (244) -
Decrease in trading securities 3,048 3,048  17,143 17,022
Decrease in balances due from banks 9,759 15,014  113,298 114,895
Decrease/(Increase)in loans and advances to customers 143,251 43,340  (54,246) (54,773)
Decrease in balances due to banks (45,305) (42,995)  (23,667) (21,860)
Decrease in deposits due to customers (178,335) (82,629)  (47,293) (45,387)

(Decrease)/Increase in cash and cash equivalents from 
operating activities before income taxes (31,829) (31,924)  75,304 65,464

   
Income tax paid (916) (202)  (10,090) (8,802)

Net cash (used in)/generated from operating activities (32,745) (32,126)  65,214 56,662
   
Cash flows from investing activities   

Purchase of property and equipment  (1,294) (1,120)  (3,603) (1,648)
Acquisition of subsidiary entities - (703)  - -
Sale of property and equipment  27 27  29 28
Decrease in investment securities available-for-sale  53,345 53,345  770 769
Dividends received 1 1  811 6,259

Net cash generated from/(used in) investing activities 52,079 51,550  (1,993) 5,408
   
Cash flows from financing activities   

Repayments of subordinated liabilities (180) (180)  (26,221) (26,221)
Repayments of bonds - -  (2,338) (2,338)

Net cash used in financing activities (180) (180)  (28,559) (28,559)
   
Net cash inflow for the period 19,154 19,244  34,662 33,511
   
Cash and cash equivalents at the beginning of the period  373,665 373,293  379,490 379,135
    

Effect of exchange rates on cash and cash equivalents  13,729 13,783  5,401 6,225
    
Cash and cash equivalents at the end of the period 9 406,548 406,320  419,553 418,871

 
 
 

The accompanying notes on pages 13 to 21 are an integral part of these financial statements.



AS “SEB banka” 
Interim Condensed Consolidated and Bank Financial Statements 

for the 6 month period ended 30 June 2009 
 

 13 

 

Notes to the Financial Statements 
 
Note 1     Accounting policies 
 
These interim condensed financial statements are prepared in accordance with International Accounting Standard 
(IAS) 34, Interim Financial Reporting. These interim condensed financial statements should be read in conjunction 
with the 2008 full annual financial statements. 

The accounting policies used in the preparation of the interim financial statements are consistent with those used 
in the annual financial statements for the year ended 31 December 2008, The following new and amended 
International Financial Reporting Standards (IFRS) that are effective for the accounting periods beginning on or 
after 1 January 2009 and are relevant to the Group and the Bank did not have any effect on the accompanying 
financial statements.  

IAS 1, 'Presentation of financial statements' (revised September 2007; effective for annual periods beginning on or 
after 1 January 2009) - The main change in IAS 1 is the replacement of the income statement by a statement of 
comprehensive income which will also include all non-owner changes in equity, such as the revaluation of 
available-for-sale financial assets. Alternatively, entities will be allowed to present two statements: a separate 
income statement and a statement of comprehensive income. The revised IAS 1 also introduces a requirement to 
present a statement of financial position at the beginning of the earliest comparative period whenever the entity 
restates comparatives due to reclassifications, changes in accounting policies, or corrections of errors. IAS 1 
impacts the presentation of its financial statements but does not have impact on the recognition or measurement 
of specified transactions and balances. The Group has elected to present two statements: an income statement 
and a statement of comprehensive income. The interim financial statements have been prepared under the 
revised disclosure requirements. 
 
Certain new standards and interpretations have been published that become effective for the accounting 
periods beginning on or after 1 July 2009 or later periods and which are relevant to the Group but not early 
adopted by the Group.  
 
IAS 27, 'Consolidated and separate financial statements' (revised January 2008; effective for annual periods 
beginning on or after 1 July 2009). The revised standard requires the effects of all transactions with non-controlling 
interests to be recorded in equity if there is no change in control and these transactions will no longer result in 
goodwill or gains and losses. The standard also specifies the accounting when control is lost. Any remaining 
interest in the entity is re-measured to fair value and a gain or loss is recognised in profit or loss.  
IFRS 3, 'Business combinations' (revised January 2008; effective for business combinations for which the 
acquisition date is on or after the beginning of the first annual reporting period beginning on or after 1 July 2009). 
The revised IFRS 3 will allow entities to choose to measure non-controlling interests using the existing IFRS 3 
method (proportionate share of the acquiree’s identifiable net assets) or at fair value. The revised IFRS 3 is more 
detailed in providing guidance on the application of the purchase method to business combinations. The 
requirement to measure at fair value every asset and liability at each step in a step acquisition for the purposes of 
calculating a portion of goodwill has been removed. Instead, in a business combination achieved in stages, the 
acquirer will have to remeasure its previously held equity interest in the acquiree at its acquisition-date fair value 
and recognise the resulting gain or loss, if any, in profit or loss. Acquisition-related costs will be accounted for 
separately from the business combination and therefore recognised as expenses rather than included in goodwill. 
An acquirer will have to recognise at the acquisition date a liability for any contingent purchase consideration. 
Changes in the value of that liability after the acquisition date will be recognised in accordance with other 
applicable IFRSs, as appropriate, rather than by adjusting goodwill. The revised IFRS 3 brings into its scope 
business combinations involving only mutual entities and business combinations achieved by contract alone.  
IFRS 7, 'Financial instruments:Disclosures' (Amendment, effective from accounting period starting on or after 1 
January 2009 with no comparatives for the first year of application). This amendment forms part of the IASB's 
response to the financial crisis and addresses the G20 conclusions aimed at improving transparency and enhance 
accounting guidance. The amendment increases the disclosure requirements about fair value measurement and 
reinforces existing principles for disclosure about liquidity risk. The amendment introduces a three-level hierarchy 
for fair value measurement disclosure and requires some specific quantitative disclosures for financial instruments 
in the lowest level in the hierarchy. In addition, the amendment clarifies and enhances existing requirements for 
the disclosure of liquidity risk primarily requiring a separate liquidity risk analysis for derivative and non-derivative 
financial liabilities. The amendment is not yet endorsed in EU.  

Annual improvements to IFRS 2009. This is a collection of amendments to 12 standards as part of the IASB 
program of annual improvements. (Most of the amendments are effective for annual periods beginning on or after 
1 January 2010, although subject to EU endorsement, entities are permitted to adopt them earlier). 
 
 

https://pwcinform.pwc.com/inform2/show?action=informContent&id=0901055903093473�
https://pwcinform.pwc.com/inform2/show?action=informContent&id=0925163704102776�
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Notes to the Financial Statements (continued) 
 
Note 1     Accounting policies (continued) 
 
The amendments include IFRS 2 - Scope of IFRS 2 and revised IFRS 3; IFRS 5 - Disclosures of non-current 
assets (or disposal groups) classified as held for sale or discontinued operations; IFRS 8 -  Disclosure of 
information about segment assets; IAS 1 -  Current/non-current classification of convertible instruments; IAS 7 - 
Classification of expenditures on unrecognised assets; IAS 17 - Classification of leases of land and buildings; IAS 
18 - Determining whether an entity is acting as a principal or as an agent; IAS 36 -  Unit of accounting for goodwill 
impairment test; IAS 38 -  Additional consequential amendments arising from revised IFRS 3, - Measuring the fair 
value of an intangible asset acquired in a business combination; IAS 39 -  Treating loan prepayment penalties as 
closely related embedded derivatives, - Scope exemption for business combination contracts, - Cash flow hedge 
accounting; IFRIC 9 -  Scope of IFRIC 9 and revised IFRS 3; IFRIC 16 - Amendment to the restriction on the entity 
that can hold hedging instruments. The Group and the Bank is currently assessing the impact of the amendments 
on its financial statements. 

 
Certain new standards and interpretations have been published that become effective for the accounting 
periods beginning on or after 1 January 2009 or later periods and which are not relevant to the Group. 
IFRS 8, ‘Operating segments’ (effective for annual periods beginning on or after 1 January 2009).  
IAS 23, 'Borrowing costs' (revised March 2007; effective for annual periods beginning on or after 1 January 2009). 
IFRS 2, 'Share-based payment' (issued in January 2008, effective for annual periods beginning on or after 1 
January 2009).  
IFRS 1 'First time adoption of IFRS' and IAS 27 'Consolidated and separate financial statements' (Amendment, 
effective for annual periods beginning on or after 1 January 2009).  
IAS 32, 'Financial instruments: Presentation', and IAS 1 (Amendment), 'Presentation of financial statements' – 
'Puttable financial instruments and obligations arising on liquidation' (effective from 1 January 2009). The 
amendment is not yet endorsed in EU.  
IAS 39, Financial Instruments: Recognition and Measurement: Eligible Hedged Items (Amendment, effective with 
retrospective application for annual periods beginning on or after 1 July 2009). The amendment is not yet 
endorsed in EU.  
IFRS 1, 'First time adoption of IFRS' (Amendment, effective for annual periods beginning on or after 1 January 
2010). The amendment is not yet endorsed in EU.  
IFRS 2, ‘Share-based payment’ (Amendments, effective for annual periods beginning on or after 1 January 2010). 
These amendments are not yet endorsed in EU.  
IFRIC 9, ‘Re-assessment of embedded derivatives’ and IAS 39, ‘Financial instruments: Recognition and 
measurement’ (Amendments, effective accounting periods beginning on or after 1 July 2008). The amendment is 
not yet endorsed in EU.  
IFRS 1 (revised) 'First-time adoption' (effective date from annual periods beginning on or after 1 July 2009). The 
revised standard is not yet endorsed in EU.  
IFRIC 13, 'Customer loyalty programmes' (effective for annual periods on or after 1 July 2008; for entities applying 
IFRS as adopted in the EU effective for annual periods beginning after 31 December 2008).  
IFRIC 14, 'IAS 19 (effective for annual periods beginning on or after 1 January 2008; for entities applying IFRS as 
adopted in the EU effective for annual periods beginning after 31 December 2008). 
IFRIC 15, ‘Agreements for construction of real estates’ (effective for annual periods beginning on or after 1 
January 2009). The interpretation is not yet endorsed in EU.  
IFRIC 16, ‘Hedges of a net investment in a foreign operation’ (effective for annual periods beginning on or after 1 
October 2008, for entities applying IFRS as adopted in the EU effective for annual periods beginning after 1 July 
2009).  
IFRIC 17, Distribution of Non-Cash Assets to Owners (effective for annual periods beginning on or after 1 July 
2009). The interpretation is not yet endorsed in EU.  
IFRIC 18, 'Transfer of assets from customers' (Effective for transfers of assets from customers received on or after 
1 July 2009). The interpretation is not yet endorsed in EU.  
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Notes to the Financial Statements (continued) 
 
Note 2     Change in allowances for loans and advances  
 

The table below shows the split of the Group’s total impairment allowances between loans and advances to non-
bank customers and other assets outstanding at the end of the reporting period: 
 
 

 Loans and 
advances Other assets Total 

 Ls ‘000 Ls ‘000 Ls ‘000 
    

31 December 2007 14,377 7 14,384 
    

Increase in allowances 6,539 77 6,616 
    

Release of allowances (2,298) (1) (2,299) 
    

Recovered from write-offs (117) - (117) 
    

Charge to Income Statement  4,124 76 4,200 
    

Write-offs (2,518) (2) (2,520) 
    

Foreign exchange difference (223) - (223) 
    

30 June 2008 15,877 81 15,958 
    

Increase in allowances 29,154 97 29,251 
    

Release of allowances (566) (3) (569) 
    

Recovered from write-offs (29) (4) (33) 
    

Charge to Income Statement  28,559 90 28,649 
    

Write-offs (818) (159) (977) 
    

Foreign exchange difference (289) - (289) 
    

31 December 2008 43,358 16 43,374 
    

Increase in allowances 80,716 - 80,716 
    

Release of allowances (917) - (917) 
    

Recovered from write-offs (57) - (57) 
    

Charge to Income Statement  79,742 - 79,742 
    

Write-offs (699) (16) (715) 
    

Foreign exchange difference 4 - 4 
    

30 June 2009 122,462 - 122,462 
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Notes to the Financial Statements (continued) 
 
 
Note 3     Goodwill impairment loss 
 
For impairment testing purposes AS “SEB banka” has allocated goodwill to its subsidiaries - AAS „SEB dzīvības 
apdrošināšana”, AS „SEB atklātais pensiju fonds”, IP AS „SEB Wealth management” un SIA IBS „SEB Enskilda” – 
as individual cash generating units. The recoverable amount of each subsidiary, being individual cash generating 
unit, has been determined based on value in use calculation. These calculations are based on projected cash 
flows in accordance with the five year financial plan and a discount rate of 13%, which is the estimated Group 
weighted average cost of capital (in 2008 – 9%). The financial plan and business volumes for each subsidiary are 
based on current economic situation generally and in particular financial markets. As at 30 June 2009 the carrying 
amount of cash generating units exceeded their value in use. Therefore the goodwill was regarded as impaired 
and impairment loss in amount of LVL 1,135 thousand was recognised in the income statement.  
 
 
Note 4     Income tax expenses 
 
Income tax expense is recognised in each interim period based on the best estimate of the weighted average 
effective annual income tax rate expected for the full financial year. Amounts accrued for income tax expense in 
one interim period may have to be adjusted in a subsequent interim period of that financial year if the estimate of 
the weighted average effective annual income tax rate changes. Interim period income tax expense is accrued 
using the tax rate that would be applicable to expected total annual earnings, that is, the estimated average annual 
effective income tax rate is applied to the pre-tax income of the interim period.  
 
 
Note 5    Loans and advances to customers  
 

 30/06/09  31/12/08 
 Group Bank  Group Bank
 Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000
      

Loans 1,979,639 2,010,656  2,013,806 2,046,923
Loans under reverse repurchase agreements 950 950  96 96
Utilised credit lines 248,497 282,308  281,311 301,418

 Total gross loans to customers 2,229,086 2,293,914  2,295,213 2,348,437
   

Finance leases  267,019 1,581  317,250 1,806
Factoring 8,770 -  47,071 -
Overdraft facilities on demand deposit accounts 23,637 23,637  10,826 10,826
Credit balances on settlement cards 41,353 41,353  43,394 43,394

      

Total gross loans and advances to customers 2,569,865 2,360,485  2,713,754 2,404,463

Less allowances for loan impairment (122,462) (122,462)  (43,358) (43,358)
Total net loans and advances to customers 2,447,403 2,238,023  2,670,396 2,361,105

 
 
Note 6    Loans and advances to customers by quality 
 
The following table provides the division of loans and advances to customers by quality: 
 

 30/06/09  31/12/08 
 Group Bank  Group Bank
 Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000
   
Neither past due nor impaired 1,979,424 1,844,428  2,375,306 2,139,121
Past due but not impaired 469,882 406,893  303,070 232,018
Impaired 120,559 109,164  35,378 33,324

      

Total gross loans and advances to customers 2,569,865 2,360,485  2,713,754 2,404,463
      

Less allowances for loan impairment  (122,462) (122,462)  (43,358) (43,358)
      

Total net loans and advances to customers 2,447,403 2,238,023  2,670,396 2,361,105
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Notes to the Financial Statements (continued) 
 
Note 6    Loans and advances to customers by quality (continued) 
 
The following table provides the division of loans and advances to customers neither past due nor impaired: 
 

   30/06/09  31/12/08 
Grades Risk classes  Group Bank  Group Bank
   Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000
        

Investment grade 1-4  59,283 59,283  86,197 86,197
  5-7  109,394 109,226  78,934 126,855
        

Normal business 8-10  487,999 473,081  909,804 758,791
  11-12  212,644 191,839  198,426 169,130
        

Watch list 13-16  281,414 252,708  127,430 112,980
        

Retail companies   111,357 68,236  135,085 77,707
        

Private individuals   717,333 690,055  839,430 807,461
        

Total gross loans and advances to customers 
neither past due nor impaired 

 
1,979,424 1,844,428  2,375,306 2,139,121

 
The following table provides the division of loans and advances to customers past due but not impaired: 
 

 30/06/09  31/12/08 
 Group Bank  Group Bank
 Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000
      

Past due up to 30 days 205,145 176,417  155,988 118,266
Past due 30-60 days 46,349 33,547  68,405 51,111
Past due 60-90 days 28,766 23,856  20,224 11,947
Past due over 90 days 189,622 173,073  58,453 50,694

      

Total gross loans and advances to customers past due 
but not impaired 469,882 406,893  303,070 232,018

      

Fair value of collateral 392,383 338,549  271,775 204,273
 
The following table provides the division of the Group’s loans and advances to customers individually impaired: 
 

 
Loans 

Utilised 
credit lines 

Finance 
leases Overdrafts 

Credit 
cards Total 

 Ls ‘000 Ls ‘000 Ls ‘000 Ls ‘000 Ls ‘000 Ls ‘000 
30 June 2009       
Impaired loans 93,441 15,610 11,404 59 45 120,559 
Fair value of collateral 60,415 8,843 6,339 - - 75,597 
       

31 December 2008       
Impaired loans 24,023 9,286 2,056 - 13 35,378 
Fair value of collateral 20,337 4,258 1,220 - - 25,815 

 
The following table provides the division of the Bank’s loans and advances to customers individually impaired: 
 

 
Loans 

Utilised 
credit lines 

Finance 
leases Overdrafts 

Credit 
cards Total 

 Ls ‘000 Ls ‘000 Ls ‘000 Ls ‘000 Ls ‘000 Ls ‘000 
30 June 2009       
Impaired loans 93,441 15,610 9 59 45 109,164 
Fair value of collateral 60,415 8,843 7 - - 69,265 
       

31 December 2008       
Impaired loans 24,023 9,286 2 - 13 33,324 
Fair value of collateral 20,337 4,258 - - - 24,595 
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Notes to the Financial Statements (continued) 
 
 

Note 7   Securities 
 
 

 30/06/09  31/12/08 
 Group Bank  Group Bank
 Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000
      
Trading securities    

Government bonds 2,527 2,527  2,354 2,354
Corporate bonds 4,666 4,666  7,856 7,856
Equity shares - -  29 29
Investments in Latvia investment fund 253 253  255 255

Total trading securities 7,446 7,446  10,494 10,494
   
Securities designated at fair value through profit or loss   

Government bonds 1,998 -  3,027 -
Corporate bonds 3,024 -  1,921 -
Equity shares 1 -  1 -
Investments in Latvian investment fund - -  656 -
Investments in OECD investment fund 6,898 -  5,815 -

Total securities designated at fair value through profit or loss 11,921 -  11,420 -
   
Investment securities available-for-sale    

Government bonds 56,645 56,645  105,971 105,971
Corporate bonds 36,910 36,875  36,414 36,375
Equity shares 668 665  588 585

Total investment securities available-for-sale  94,223 94,185  142,973 142,931
   
Total securities 113,590 101,631  164,887 153,425
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Notes to the Financial Statements (continued) 
 
 

Note 7   Securities (continued) 
 
The following table shows the division of securities held by the Group by listed and unlisted securities: 
 

 30/06/09  31/12/08 
 Listed Unlisted Total Listed Unlisted Total
 Ls ‘000 Ls ‘000 Ls ‘000 Ls ‘000 Ls ‘000 Ls ‘000

Trading securities    
 

Government bonds       
Latvian government bonds  2,527 - 2,527 2,354 - 2,354

 2,527 - 2,527 2,354 - 2,354
Corporate bonds  

Latvian corporate bonds 4,666 - 4,666 7,242 - 7,242
OECD corporate bonds - - - - 614 614

 4,666 - 4,666 7,242 614 7,856
Equity shares  

in Latvian corporate entities - - - 29 - 29
 - - - 29 - 29
       

Investments in Latvian investment fund - 253 253 - 255 255
       

Total trading securities 7,193 253 7,446 9,625 869 10,494
 
 

Securities designated at fair value through 
profit or loss 

 

Government bonds 
Latvian government bonds  1,998 - 1,998 2,182 - 2,182
OECD government bonds - - - 845 - 845

 1,998 - 1,998 3,027 - 3,027
Corporate bonds  

Latvian corporate bonds 1,431 - 1,431 1,517 - 1,517
OECD corporate bonds 1,286 - 1,286 138 - 138
Non-OECD corporate bonds 307 - 307 266 - 266

 3,024 - 3,024 1,921 - 1,921
Equity shares  

in Latvian corporate entities - 1 1 - 1 1
 - 1 1 - 1 1
  
Investments in Latvian investment fund - - - - 656 656
Investments in OECD investment fund - 6,898 6,898 - 5,815 5,815
 - 6,898 6,898 - 6,471 6,471
 

Total securities designated at fair value 
through profit or loss 5,022 6,899 11,921 4,948 6,472 11,420

 

Investment securities available-for-sale 
 

Government bonds 
Latvian government bonds  53,077 - 53,077 92,042 - 92,042
OECD government bonds 3,568 - 3,568 13,929 - 13,929

 56,645 - 56,645 105,971 - 105,971
Corporate bonds 

Latvian corporate bonds 43 - 43 46 - 46
OECD corporate bonds 3,071 33,796 36,867 3,023 33,345 36,368

 3,114 33,796 36,910 3,069 33,345 36,414
Equity shares  

in Latvian corporate entities - 3 3 - 3 3
In OECD corporate entities - 665 665 - 585 585

 - 668 668 - 588 588
 
  

Total investment securities available-for-
sale  59,759 34,464 94,223 109,040 33,933 142,973

 

Total securities  71,974 41,616 113,590 123,613 41,274 164,887
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Notes to the Financial Statements (continued) 
 
Note 8           Due to customers  
 

 30/06/09  31/12/08 
 Group Bank  Group Bank
 Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000
Maturity profile:   
Demand deposits 603,368 606,983  703,392 708,791
Term deposits  454,490 555,376  532,801 536,197

Total due to customers 1,057,858 1,162,359  1,236,193 1,244,988
 

 30/06/09  31/12/08 
 Group Bank  Group Bank
 Ls ‘000 Ls ’000  Ls ’000 Ls ’000
Sector profile:   
Private companies 338,815 443,316  435,967 444,762 
Private individuals 540,384 540,384  588,346 588,346 
State owned enterprises 64,209 64,209  59,816 59,816 
Central government  2,107 2,107  2,445 2,445 
Municipal authorities 95,275 95,275  126,896 126,896 
Public and religious institutions 17,068 17,068  22,723 22,723 

Total due to customers 1,057,858 1,162,359  1,236,193 1,244,988
 
 

 30/06/09  31/12/08 
 Group Bank  Group Bank
 Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000
Geographical profile:   
Residents  1,035,092 1,139,593  1,204,000 1,212,795
Non-residents 22,766 22,766  32,193 32,193

Total due to customers 1,057,858 1,162,359  1,236,193 1,244,988
 
 
Note 9           Cash and cash equivalents  
 
The table below provides a breakdown of cash and cash equivalents: 
 

 30/06/09  30/06/08 
 Group Bank  Group Bank
 Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000
   
Cash and demand deposits with the Bank of Latvia 136,561 136,561  347,724 347,724
Demand deposits with credit institutions 269,987 269,759  71,829 71,147

Total cash and cash equivalents 406,548 406,320  419,553 418,871
 
Demand deposits with the Bank of Latvia include an obligatory reserve maintained in accordance with Bank of 
Latvia regulations. The regulations specify the average balance to be maintained on the Bank’s correspondent 
account with the Bank of Latvia during each month, whilst allowing funds in the account to be used in an 
unrestricted manner on individual days. For June 2009 the obligatory reserve requirement was Ls 99,162 
thousand (Ls 101,307 thousand as at 30 June 2008). 
 
 
Note 10            Capital adequacy  
 
Capital adequacy refers to the sufficiency of the Group’s and the Bank’s capital resources to cover credit risks, 
operational and market risks arising from the portfolio of assets of the Group and the Bank and the exposure from 
commitments and contingent liabilities of the Group and the Bank. 
In accordance with the Latvian Financial and Capital Market Commission’s (FCMC) requirements, the Group’s and 
the Bank’s risk based capital adequacy ratios as at 30 June 2009 were 9.45% (12.44% as at 31 December 2008) 
and 11.21% (15.21% as at 31 December 2008) respectively, which is above the minimum required by the FCMC 
guidelines 2004. FCMC requires Latvian banks to maintain a capital adequacy ratio of 8% of risk weighted assets 
and commitments and contingent liabilities which is calculated in accordance with the rules set by FCMC.  
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These ratios have been calculated by using respectively the Group’s and the Bank’s audited net loss for the six 
months period ended 30 June 2009. 
 
Notes to the Financial Statements (continued) 
 
Note 11            Liquidity 
 
The Bank places the assets so that to ensure settling of their creditors' legal claims at any time (liquidity). To 
ensure liquidity the Bank evaluates and plans the term structures of the assets and liabilities on a daily basis and 
maintains liquid assets that are sufficient for settling liabilities, however, no less than 30% of total current liabilities 
of the Bank (liquidity indicator). Current liabilities are demand liabilities and liabilities with a residual maturity of no 
more than 30 days.  
In accordance with the Latvian Financial and Capital Market Commission’s (FCMC) requirements, the Bank’s 
liquidity ratio as at 30 June 2009 was 42.13% (42.64% as at 31 December 2008), which is above the minimum 
30% required.  
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