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Statement of the Board of Directors of the Bank 

In the first six months of 2010, SEB banka has been operating in circumstances where the repercussions of 
the sharp decline of the Latvian economy were still being felt, evidenced by a fall in income and consumption. 
However, after an interruption that lasted several quarters, possible recovery of the economy has been 
signalled by positive trends in a number of segments. Thanks to the growing demand in foreign markets and 
increased competitiveness, a rise in export and industrial activity can be observed. Despite the formation of a 
minority government and the approaching election, the political environment did not experience major 
upheavals, and the government continued with the reforms already underway. Accomplishments in the 
stabilisation of government finance and the surplus in the Treasury have reduced instability risks, which 
caused decrease in fluctuation in the financial market, and relative stability has set in. Government budget 
revenues match the projections, which reduces the need for additional consolidation measures. In the second 
quarter, after two years of growth, the registered unemployment level has begun to decline.  

In the first half of 2010, the total revenue of SEB banka has decreased by 39% compared with the first six 
months of the preceding year, influenced mainly by the fall in interest revenue of 43%, which, in turn, is largely 
connected with the continuing decline in interest rates and the shrinking volume of the Bank’s credit portfolio. 
However, net revenues from commissions for the same period lag only slightly behind the 2009 levels. During 
the first half of 2010, SEB Group in Latvia has managed to cut administrative costs by 26%. The consolidated 
profit of SEB banka before impairment provision in the first six months of 2010 constitutes LVL 19 million, 
which is 48% less than the corresponding figure in 2009. After creating a reserve of LVL 53.4 million for 
doubtful loans, SEB Group in Latvia has finished the first half of 2010 with a loss of LVL 30.6 million.  

The characteristic feature of the operations of SEB banka undoubtedly is and remains stability. The capital 
adequacy figure of SEB banka is stable - 12.1%, which exceeds the minimum of 8% stipulated by the 
Financial and Capital Market Commission, whereas the liquidity ratio equals 64.5% (minimum requirement: 
30%).  

In the first half of 2010, changes have taken place on the management board of SEB banka. Having received 
recognition for well thought-out management of the credit issue process in Latvia and professional 
collaboration with colleagues in the Baltics and Sweden, the long-standing member of the SEB banka 
management board in the area of credit and risk management Roberts Bernis, accepted the invitation to head 
up the credit direction at the SEB bank in Lithuania. Whereas, as of 1 December 2009, Sven Olov Mattson 
commenced his work at SEB banka in Latvia, having become the member of the SEB banka board for the 
area of credit and risk management on 18 January 2010. Sven Mattson has also accumulated very valuable 
expertise in the area of crediting. After three years of active engagement, Charlotte Hagberg, Senior Vice-
President and head of the Retail Division, has decided to leave her work at SEB banka in Latvia as of 2 
September 2010. Her duties will be taken over by the management board member and Vice-President Ieva 
Tetere. 

Despite the tense situation in the national economy, SEB banka continues to issue loans, analysing carefully 
the solvency of each client and awarding financing to well-substantiated projects both to entrepreneurs to start 
or develop their business activity and to private individuals to purchase a home and to meet other needs. 
During the first six months of 2010, SEB banka in Latvia has awarded financing in the form of various loans to 
both companies and private individuals in excess of LVL 90 million. All told, in the first half of the year SEB 
banka loans and other financing have been received by nearly 2,000 private individuals and 600 companies. 
Of the total financing awarded by SEB banka as loans and credit lines, 87% has been awarded to businesses 
for development purposes, while 13% has been received by private individuals. At the end of the accounting 
period, the consolidated gross value of the loans issued by SEB banka equalled LVL 2.3 billion.  

LLC SEB lizings, the subsidiary of SEB banka, finished the first six months of 2010 with a loan portfolio worth 
LVL 200 million, of which 98% consisted of lease transactions and 2%, factoring transactions. The factoring 
portfolio of SEB lizings decreased in value by LVL 28 million, down to LVL 4.8 million. The leasing portfolio 
was worth LVL 196 million at the end of June, which is 13% less than at the beginning of the year. Despite the 
decline of the leasing portfolio, SEB lizings succeeded in maintaining its share of the lease market unchanged. 
SEB lizings completed work on the improvement of internal structure during the first half of the year, thus 
optimising internal processes and increasing efficiency. 

An exceptionally positive trend this year is that, contrary to the decline observed in the preceding year, the 
volume of deposits entrusted to SEB banka by its clients has risen by 5% in the first half of 2010, again 
exceeding LVL 1 billion. Successful development can also still be seen in the alternative long-term investment 
services provided by the subsidiaries. Thanks to the profitability of the funds administered, an increasing 
number of residents entrust the management of their 2

nd
 pillar pensions to SEB banka group; for the purposes 

of short-term placement of lats, the Lats Reserve Fund is still popular even in the present circumstances, etc.  
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Statement of the Board of Directors of the Bank (continued) 
 

The total capital entrusted by private individuals and corporate clients, managed by SEB banka’s investment 
management joint stock company, SEB Wealth Management, has grown by LVL 33 million, or 8.4%, in the 
first six months of 2010, reaching LVL 424 million. This kind of growth has been achieved due to an increase 
of more than LVL 8.5 million in the funds of the state-funded pension scheme under the management of SEB 
Wealth Management, as well as thanks to an increase in the funds under the management of the SEB 
pension fund and accumulating life insurance. By expanding activities in the wealthy client segment and 
thanks to the introduction of the Modern Investment Programme, the offerings of the special investment funds 
of SEB Private Banking proved especially popular, which results in the growth of the asset volume of the SEB 
funds by LVL 7.3 million. A considerable rise in asset volume was experienced by the Lats Reserve Fund, 
managed by SEB Wealth Management, steadily maintaining its position as the largest investment fund in 
Latvia, with its asset volume growing by as much as LVL 15.1 million, or 20.7%, and reaching LVL 88 million.  

In the first half of 2010, the financial group of SEB banka in Latvia, despite the complex economic situation in 
the country, continued to evolve in the pensions and long-term savings market, managing pension funds for 
more than 300 thousand participants in Level 2 and 3 pensions, whose total pension capital in the first half of 
2010 surpassed LVL 210 million. From the start of its operations until 1 June of the current year, the 
participants in Level 2 pensions of SEB Wealth Management had earned more than LVL 18 million, which 
constitutes 25% of the total growth of state-funded pension capital. In the private pension market, the SEB 
pension fund has maintained its position as the market leader among open pension funds, and its market 
share by asset volume has reached 56% and 40% in terms of membership. As of 30 June of this year, 740 
Latvian and international companies already had savings with the SEB pension fund, and even though the 
volume of deposits has decreased, companies are nonetheless saving on behalf of their employees. Another 
trend has been observed: the volume of private pension disbursements is falling, having decreased more than 
three times since the end of 2009. This trend may indicate that the lowest point of the crisis has been passed, 
and residents are no longer trying to channel their savings towards their day-to-day spending, but rather they 
are continuing to save and think about the future. 

In the first half of 2010, changes have taken place among the subsidiaries of SEB banka. For purposes of 
legal optimisation of the SEB Group, the Bank has sold its interest in two subsidiaries. As of 22 January 2010, 
the new owner of the Insurance Joint Stock Company SEB Dzīvības aprdošināšana is SEB Trygg Liv, an 
insurance company of the SEB Group. Starting 26 February 2010, Baltectus B.V., a company of the SEB 
Group, is the shareholder of LLC Latectus.  

Throughout 2010, SEB banka continued to work on improving the range of the services. By continuously 
developing and improving the capabilities provided by electronic services, SEB banka has made significant 
additions to the functionality of Ibanka. This includes the possibility, as of April, for the clients to make deposits 
into the Progressive Deposit at any time of the day or night using the internet bank. As part of the latest 
additions to the functionality, Ibanka now offers the possibility to also apply for automatic payments. At the 
moment, the SEB internet banking facility Ibanka provides the chance of applying for automatic payment for 
the services of 85 companies. Moreover, in late April, SEB banka started offering a new version of Telebanka 
to new clients. The transition to the new Telebanka of the existing Telebanka customers is taking place 
gradually throughout this year. The new Telebanka is based on much more advanced technology, providing a 
number of new options for easier operation, and it features a brand new, contemporary design. 

The effort and resources invested by SEB banka in the expansion of financial services available to private 
individuals and companies and in customer education, as well as clients’ interest in and experience with more 
effective ways to use electronic banking services has created a favourable basis for growth in the volume of 
electronic payments. In the middle of this year, the total volume of electronic payments effected by private 
individuals and companies already surpassed 90% of the total number of payments, growing by more than 10 
percentage points in the personal segment within the year. 

At 49 client service centres throughout Latvia, SEB banka now serves 900,000 clients, including 66,000 legal 
entities; this includes more than 500,000 clients using the internet banking solution Ibanka and payment cards 
bearing the SEB banka brand for their daily transactions.  

At a time when increasing the efficiency of work and optimisation of expenses belongs to the list of priorities of 
every company, SEB banka, too, has been forced to review the existing number of client service sites, 
evaluating where it could work more efficiently with the existing resources and with lower costs. In making the 
decision to close a number of branches and client service centres, a careful assessment was made how it 
would impact the Bank’s clients. Even by downsizing the number of existing branches and client service 
centres, SEB banka will continue to provide optimal coverage through its network of branches, and it will be 
accessible to clients in the largest cities and municipality centres of Latvia. The Bank will continue to pay close 
attention to make sure that the number and locations of branches correspond to the objective of being as 
accessible to clients as possible, while simultaneously adapting clients to use electronic services more and 
more for their daily needs, which is both more convenient and advantageous.  
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Statement of the Board of Directors of the Bank (continued) 
 

SEB banka has always been and will remain an active participant in the social, educational, cultural, sporting 
and environmental life of Latvia. In early 2010 SEB banka commenced long-term collaboration with the youth 
support organisation Mentor, which aims to assist at-risk youth in embarking on independent living and 
acquiring the necessary practical skills. SEB banka continues to support the SOS Children’s Village 
Association through its participation in fundraising campaigns. A new sports field has been set up with the 
Bank’s support at Valmiera SOS Children’s Village. In order to make Latvia the greenest country in the world, 
SEB banka and JSC Latvian State Forests kicked off the all-Latvian tree-sowing and planting event, Skābeklis 
[Oxygen]. It proposes to plant more than two million firs and pines throughout Latvia. In order to achieve this 
target, all Latvian fifth- and sixth-formers, as well as any other resident of Latvia, were invited as early as this 
spring to sow a tree each. In continuing to promote business education at Latvian schools, SEB banka 
supported the Shadows Day, an annual career education event for schoolchildren organised by the Junior 
Achievement society of Latvia. SEB group offered more than 100 shadow vacancies in all of Latvia. In March, 
accompanied by standing ovations from the fans, the winners of the SEB banka-sponsored Baltic Basketball 
League and Student Basketball League were determined. In May, the now-traditional SEB Mountain Bike 
Marathon began, with over 2,000 riders taking part in each of the stages. Also in May, SEB banka became the 
patron of the Latvian State Chamber Orchestra Sinfonietta Riga. The Bank’s support will allow it to collaborate 
with high-class soloists and guest conductors in the coming season. 

SEB banka is truly pleased with the trust and positive feedback from its clients to date regarding most 
products and services on offer. In the meantime, SEB banka is consistently ranked as one of the most 
respectable companies in Latvia. One of the major global banks, Deutsche Bank, has awarded SEB banka the 
2009 USD STP Excellence Award and 2009 EUR STP Excellence Award for the high-quality of payment 
information content. Whereas the international financial publication Emeafinance, which focuses on European, 
Middle Eastern and African economies and analysis, has nominated SEB banka as The Best Bank in Latvia in 
its annual CEE and CIS Banking Awards 2010.  

SEB banka has always had the goal of being a leading bank that offers its clients financial services of the 
highest calibre. Acting in accordance with the fundamental values of the SEB Group – commitment, continuity, 
mutual respect and professionalism – SEB banka will continue to operate in a way to make sure that clients 
are being offered the best treatment and services.  

Using this opportunity, we would like to conclude by thanking all SEB banka clients and business partners for 
the co-operation, and the employees, for their efforts to ensure continued growth of the Bank, and by wishing 
everyone perseverance in today’s complex times and success in the future. 

 

 

 

  

  

  

Ainārs Ozols  Ieva Tetere 

President / Chairman of the Board  Vice-president / Member of the Board 

 
 
22 July 2010 
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Auditors’ Report 
 

 
 

 
 

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 2010 and the related interim condensed consolidated and Bank 

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 

condensed consolidated and Bank interim 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 condensed interim 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 

 
 
 
 
Ahmed Abu Sharkh Ilandra LejiĦa 
Chairman of the Board Certified auditor in charge 
 Certificate No. 168 
 
 
Riga, Latvia 
22 July 2010 
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Income Statement 
 
   Six month period ended 30 June 

   2010  2009 

 Notes  Group  Bank  Group  Bank 
   Ls ‘000  Ls ‘000  Ls ‘000  Ls ‘000 
 
Continuing operations 

      

Interest income   47,439 44,567 83,025 76,539 

Interest expense   (24,087) (23,658) (43,020) (39,976) 

Net interest income   23,352 20,909 40,005 36,563 

       

Fee and commission income   13,913 11,658 14,530 12,315 

Fee and commission expense   (4,747) (4,842) (5,223) (5,233) 

Net fee and commission income   9,166 6,816 9,307 7,082 

       

Profit on securities trading and foreign exchange, net   3,758 3,939 12,985 13,091 

Dividend income   2 1,200 1 1 

Other operating income   3,453 1,665 3,705 1,203 

       

Allowances for loan impairment 2  (70,503) (70,417) (80,716) (80,716) 

Release of previously established allowances 2  17,087 17,084 974 974 

Change in allowances for loans and advances 2  (53,416) (53,333) (79,742) (79,742) 

       

Administrative expense   (18,111) (16,086) (23,517) (20,421) 

Amortisation and depreciation charges   (3,699) (2,155) (4,360) (2,504) 

Goodwill impairment loss   - - (1,135) (1,135) 
       

Loss before income tax    (35,495) (37,045) (42,751) (45,862) 
  

 
    

Income tax benefits 3  3,815 2,943 4,946 5,513 
       

Loss from continuing operations   
(31,680)  (34,102)  (37,805)  (40,349) 

       

Profit / (loss) after tax from discontinued operations 11  
1,105  (99)  (254)  - 

          

Loss for the period   (30,575)  (34,201)  (38,059)  (40,349) 
          

 

 

The financial statements on pages 7 to 19 have been approved by the Board of Directors of the 

Bank and signed on its behalf by: 

 
 
   

 

Ainārs Ozols  Ieva Tetere 

President / Chairman of the Board  Vice-president / Member of the Board 

 
 

 
 
22 July 2010 

 
 
 
The accompanying notes on pages 13 to 19 are an integral part of these financial statements.
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Statement of Comprehensive Income 
 

 
 Six month period ended 30 June 

 2010  2009 

 Group  Bank  Group  Bank 
 Ls ‘000  Ls ‘000  Ls ‘000  Ls ‘000 
     

Loss for the period (30,575)  (34,201)  (38,059)  (40,349) 
     

Net profit from investment securities available-for-
sale, after tax 2,055 2,049 4,595 4,599 

     

Total comprehensive loss for the period (28,520)  (32,152)  (33,464)  (35,750) 

 
 
 
 
 
 
 
The accompanying notes on pages 13 to 19 are an integral part of these financial statements.
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Balance Sheet and Commitments and Contingent Liabilities 
 

   30/06/10  31/12/09 

 Notes  Group  Bank  Group  Bank 
   Ls ‘000  Ls ‘000  Ls ‘000  Ls ‘000 
Assets          
Cash and balances with the Bank of Latvia   302,234  302,234  254,119  254,119 
Balances due from banks   402,716  402,472  236,717  236,291 
Loans and advances to customers 4-5  1,986,452  1,863,169  2,186,825  2,035,119 
Trading securities   5,303  5,303  7,377  7,377 
Investment securities available-for-sale    54,569  54,527  78,115  78,080 
Derivative financial instruments   15,113  15,623  15,258  15,648 
Investments in subsidiaries   -  4,090  -  4,090 
Intangible assets   4,178  4,111  4,644  4,574 
Property and equipment   16,260  6,598  19,506  7,939 
Current income tax assets   2,583  1,699  4,106  3,500 
Deferred income tax assets   27,396  27,300  23,083  23,000 
Other assets   22,930  21,530  15,724  14,748 
Assets classified as held for sale and discontinued 

operations  
 

-  -  45,928  6,862 

Total assets   2,839,734  2,708,656  2,891,402  2,691,347 

      

Liabilities      
Balances due to banks   1,482,308  1,176,208  1,512,346  1,206,155 
Due to customers 6  1,031,321  1,217,397  981,021  1,140,733 
Derivative financial instruments   16,080  16,080  15,525  15,525 
Current income tax liability   28  -  57  - 
Deferred income tax liability   1,013  -  1,013  - 
Other liabilities   19,641  17,482  20,169  15,344 
Subordinated liabilities   98,867  98,867  98,877  98,877 
Liabilities classified as held for sale and 

discontinued operations  
 

-  -  43,459  - 

Total liabilities   2,649,258  2,526,034  2,672,467  2,476,634 
          

Equity          
Capital and reserves attributable to the equity holders         

Share capital   102,106  102,106  102,106  102,106 
Share premium   3,565  3,565  3,565  3,565 
Revaluation reserve on investment securities 

available-for-sale   
 

(1,110)  (1,106)  (3,165)  (3,155) 
Other reserves   329  329  268  268 
Retained earnings   85,586  77,728  116,161  111,929 

Total equity   190,476  182,622  218,935  214,713 

          
Total liabilities and equity   2,839,734  2,708,656  2,891,402  2,691,347 

      
Commitments and contingent liabilities      
Contingent liabilities   80,264  80,264  84,548  84,548 
Financial commitments   114,009  109,302  158,152  119,380 

 

The financial statements on pages 7 to 19 have been approved by the Board of Directors of the Bank and 

signed on its behalf by: 

 

  

  

 

Ainārs Ozols  Ieva Tetere 

President / Chairman of the Board  Vice-president / Member of the Board 
 

 
22 July 2010 
 

The accompanying notes on pages 13 to 19 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 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 

Increase of share capital 65,000 - - - - 65,000 

Change in statutory 
reserves - - 65 - - 65 

Net change in investment 
securities available-for-
sale, net of tax - - - 3,453 - 3,453 

Loss for the period - - - - (90,845) (90,845) 

Balance at                         
31 December 2009 102,106 3,565 268 (3,165) 116,161 218,935 

Change in statutory 
reserves - - 61 - - 61 

Net change in investment 
securities available-for-
sale, net of tax - - - 2,055 - 2,055 

Loss for the period - - - - (30,575) (30,575) 

Balance at                         
30 June 2010 102,106 3,565 329 (1,110) 85,586 190,476 

 
 

 
 

The accompanying notes on pages 13 to 19 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 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 

Increase of share capital 65,000 - - - - 65,000 

Change in other reserves - - 65 - - 65 

Net change in investment 
securities available-for-
sale, net of tax - - - 3,452 - 3,452 

Loss for the period - - - - (86,800) (86,800) 

Balance at                         
31 December 2009 102,106 3,565 268 (3,155) 111,929 214,713 

Change in statutory 
reserves - - 61 - - 61 

Net change in investment 
securities available-for-
sale, net of tax - - - 2,049 - 2,049 

Loss for the period - - - - (34,201) (34,201) 

Balance at                         
30 June 2010 102,106 3,565 329 (1,106) 77,728 182,622 

 
 

 
 

The accompanying notes on pages 13 to 19 are an integral part of these financial statements. 
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Statement of Cash Flows  
 

 
 Six month period ended 30 June 

 
 2010  2009 

  Group  Bank  Group  Bank 
 Notes Ls ‘000  Ls ‘000  Ls ‘000  Ls ‘000 
         
Cash flows from operating activities         

Loss before income tax   (35,495)  (37,045)  (42,751)  (45,862) 
Profit / (loss) before tax from discontinued operations  1,105  (99)  (241)  - 
Amortisation and depreciation of intangible assets and property 

and equipment  3,665  2,124  4,490  2,448 
Goodwill impairment loss  -  -  1,135  1,135 
Increase in allowances for loan impairment  52,174  52,094  79,742  79,742 
Profit from revaluation of foreign currency  (3,113)  (3,098)  (13,729)  (13,783) 
Loss from disposal of tangible property and equipment   613  186  777  79 
(Gain) / loss on disposal of subsidiaries  (1,105)  99  -  - 
Dividends received  (2)  (1,200)  (1)  (1) 
(Increase)/Decrease in other assets   (5,044)  (5,758)  8,902  8,101 
(Decrease)/Increase in other liabilities  (536)  2,138  (2,070)  439 

Increase in cash and cash equivalents from operating 
activities  before changes in assets and liabilities  12,262  9,441  36,254  32,298 

         
Increase in securities designated at fair value through profit or 

loss  -  -  (501)  - 
Decrease in trading securities  2,074  2,074  3,048  3,048 
(Increase)/Decrease in balances due from banks  (43,392)  (43,613)  9,759  15,014 
Decrease in loans and advances to customers  152,046  119,856  143,251  43,340 
Decrease in balances due to banks  (30,038)  (29,947)  (45,305)  (42,995) 
Increase/(Decrease) in deposits due to customers  43,248  76,664  (178,335)  (82,629) 

Increase/(Decrease) in cash and cash equivalents from 
operating activities before income taxes  136,200  134,475  (31,829)  (31,924) 

         
Income tax paid  (442)  -  (916)  (202) 

Net cash generated from/(used in) operating activities  135,758  134,475  (32,745)  (32,126) 

         
Cash flows from investing activities         

Purchase of property and equipment   (588)  (522)  (1,294)  (1,120) 
Disposal/(acquisition) of subsidiary entities  6,763  6,763  -  (703) 
Sale of property and equipment   22  16  27  27 
Decrease in investment securities available-for-sale   25,601  25,602  53,345  53,345 
Dividends received  2  1,200  1  1 

Net cash generated from investing activities  31,800  33,059  52,079  51,550 

         
Cash flows from financing activities         

Repayments of subordinated liabilities  (10)  (10)  (180)  (180) 
Change in statutory reserves  61  61  -  - 

Net cash generated from/(used in) financing activities  51  51  (180)  (180) 

         
Net cash inflow for the period  167,609  167,585  19,154  19,244 
         
Cash and cash equivalents at the beginning of the period  343,046  342,985  373,665  373,293 
         

Effect of exchange rates on cash and cash equivalents  3,113  3,098  13,729  13,783 
         

Cash and cash equivalents at the end of the period 7 513,768  513,668  406,548  406,320 

 
 
  

The accompanying notes on pages 13 to 19 are an integral part of these financial statements.
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Notes to the Financial Statements 
 

General information  

AS “SEB banka” (the Bank) is a joint-stock company incorporated in the Republic of Latvia. The Bank is 
registered in Commercial Register with common registration number LV 4000 315 1743. The Bank and its 
subsidiaries (the Group) are engaged in banking and financial services business. The Parent and ultimate 
parent of the Bank is Skandinaviska Enskilda Banken AB, registered in Sweden. 

The legal address of AS “SEB banka” is Meistaru street 1, Valdlauči, Ėekava parish, Ėekava region, LV-1076, 
Latvia. 
 

 

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 2009 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 2009, which have been prepared in 
accordance with IFRSs. 

 

The following new and amended IFRSs and interpretations became effective in 2010, but are not 
relevant for the Group’s operations and did not have an impact on these financial statements: 

IAS 32, 'Financial instruments: Presentation'. The amendment addresses the accounting for rights issues 
(rights, options or warrants) that are denominated in a currency other than the functional currency of the 
issuer.  

IFRS 2, 'Share-based payments' on group cash-settled transactions. These amendments provide a clear 
basis to determine the classification of share based payment awards in both consolidated and separate 
financial statements.  

Annual improvements 2009. This is a collection of amendments to 12 standards as part of the International 
Accounting standards programme of annual improvements. 

IFRIC 15, ‘Agreements for construction of real estates’. This interpretation clarifies which standard (IAS 
18, ‘Revenue’, or IAS 11, ‘Construction contracts’) should be applied to particular transactions. 

 

Certain new standards and interpretations have been published that become effective for the 
accounting periods beginning on or after 1 July 2010 or later periods and which are not relevant to the 
Group or are not yet endorsed by the EU: 

IFRS 1, ‘First time adoption’. The revised Standard is required to be applied from 1 July 2010. It is not yet 
endorsed by the EU. 

IFRS 9 Financial Instruments, Part 1: Classification and measurement. IFRS 9 was issued in November 
2009 and replaces those parts of IAS 39 relating to the classification and measurement of financial assets. 
Adoption of IFRS 9 is mandatory from 1 January 2013, earlier adoption is permitted. The Standard is not yet 
endorsed by the EU. The Group is considering the implications of the standard, the impact on the Group and 
the timing of its adoption by the Group.  

IAS 24, ‘Related party disclosures’ (revised). The revised IAS 24 is required to be applied from 1 January 
2011. The revised standard is not yet endorsed in the EU. 

Amendments to IFRIC 14, ‘Prepayments of a minimum funding requirement’. The amendments are 
effective for annual periods beginning 1 January 2011. The amendment is not yet endorsed in the EU. 

IFRIC 19, Extinguishing financial liabilities with equity instruments. The IFRIC 19 is effective for annual 
periods beginning on or after 1 July 2010. The amendment is not yet endorsed in the EU. 

Annual improvements 2010. The amendments are effective for annual periods beginning 1 January 2011. 
The amendments is not yet endorsed in the EU. The Group is considering the implications of the standard, the 
impact on the Group and the timing of its adoption by the Group. 
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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 

Off-balance 
sheet liabilities Total 

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

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 
     

Increase in allowances 140,460 30 - 140,490 
     

Release of allowances (1,786) - - (1,786) 
     

Recovered from write-offs (139) (7) - (146) 
     

Charge to Income Statement  138,535 23 - 138,558 
     

Write-offs (2,157) (30) - (2,187) 
     

Foreign exchange difference 1 - - 1 
 , ,  , 

31 December 2009 258,980 - - 258,980 
     

Increase in allowances 69,262 - 1,241 70,503 
     

Release of allowances (16,979) - - (16,979) 
     

Recovered from write-offs (104) (4) - (108) 
     

Charge to Income Statement  52,179 (4) 1,241 53,416 
     

Write-offs (102) - - (102) 
     

Foreign exchange difference (11) - - (11) 
     

30 June 2010 311,150 - 1,241 312,391 
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Notes to the Financial Statements (continued) 
 
 
Note 3     Income tax benefits 
 
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. At the end of the accounting period, the 
Bank has recognised the deferred income tax asset arising from tax losses transferred to the future taxation 
periods, as well as on the collective reserves created and the temporary differences in the depreciation of 
fixed and intangible assets in tax and financial accounting. 
 
 
Note 4    Loans and advances to customers  
 
Loans and advances to customers comprise the following: 

 30/06/10  31/12/09 

 Group Bank  Group Bank 
 Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000 
      

Loans 1,814,081 1,836,983  1,929,657 1,987,934 
Loans under reverse repurchase agreements 453 453  1,367 1,367 
Utilised credit lines 237,999 282,918  201,878 246,639 

 Total gross loans to customers 2,052,533 2,120,354  2,132,902 2,235,940 
      

Finance leases  190,031 3,805  223,977 3,805 
Factoring 4,878 -  34,572 - 
Overdraft facilities on demand deposit accounts 7,455 7,455  17,899 17,899 
Credit balances on settlement cards 42,705 42,705  36,455 36,455 

      

Total gross loans and advances to customers 2,297,602 2,174,319  2,445,805 2,294,099 
Less allowances for loan impairment  (311,150) (311,150)  (258,980) (258,980) 

Total net loans and advances to customers 1,986,452 1,863,169  2,186,825 2,035,119 

 
 
Note 5    Loans and advances to customers by quality 

 
The following table provides the analysis of loans and advances to customers by quality: 
 

 30/06/10  31/12/09 

 Group Bank  Group Bank 
 Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000 
      
Neither past due nor impaired 1,698,549 1,633,054  1,871,294 1,777,452 
Past due but not impaired 347,503 311,913  329,116 289,009 
Impaired 251,550 229,352  245,395 227,638 

      

Total gross loans and advances to customers 2,297,602 2,174,319  2,445,805 2,294,099 
      

Less allowances for loan impairment  (311,150) (311,150)  (258,980) (258,980) 
      

Total net loans and advances to customers 1,986,452 1,863,169  2,186,825 2,035,119 
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Notes to the Financial Statements (continued) 
 
Note 5    Loans and advances to customers by quality (continued) 
 
The following table provides an analysis of loans and advances to customers neither past due nor impaired: 
 
 

   30/06/10  31/12/09 

Grades Risk classes  Group Bank  Group Bank 
   Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000 
        

Investment grade 1-4  23,441 23,342  46,437 46,365 
  5-7  15,489 15,489  11,948 114,986 
        

Normal business 8-10  320,989 352,812  360,783 286,951 
  11-12  253,235 223,743  314,672 277,488 
        

Watch list 13-16  366,024 342,990  369,894 341,948 
        

Retail companies   94,460 68,196  111,171 75,508 
        

Private individuals   624,911 606,482  656,389 634,206 
        

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

 
1,698,549 1,633,054  1,871,294 1,777,452 

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

 30/06/10  31/12/09 

 Group Bank  Group Bank 
 Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000 
      

Past due up to 30 days 124,285 105,947  104,349 80,352 

Past due 30-60 days 33,546 25,812  43,665 36,959 

Past due 60-90 days 10,466 9,083  16,398 13,845 

Past due over 90 days 179,206 171,071  164,704 157,853 
      

Total gross loans and advances to customers past due 
but not impaired 347,503 311,913  329,116 289,009 

      

Fair value of collateral 161,878 146,434  181,295 161,212 

 
The following table provides an analysis 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 2010       

Impaired loans 210,998 18,456 21,876 201 19 251,550 

Fair value of collateral 110,085 8,980 6,903 - - 125,968 
       

31 December 2009       

Impaired loans 207,581 20,437 17,206 140 31 245,395 

Fair value of collateral 119,181 9,500 5,487 - - 134,168 

 
The following table provides an analysis 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 2010       

Impaired loans 210,508 18,456 168 201 19 229,352 

Fair value of collateral 109,962 8,980 - - - 118,942 
       

31 December 2009       

Impaired loans 206,854 20,437 176 140 31 227,638 

Fair value of collateral 119,000 9,500 - - - 128,500 
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Notes to the Financial Statements (continued) 
 
Note 6           Due to customers  
 

 30/06/10  31/12/09 

 Group Bank  Group Bank 
 Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000 

Maturity profile: 
     

Demand deposits 615,002 615,304  561,482 566,619 
Term deposits  416,319 602,093  419,539 574,114 

Total due to customers 1,031,321 1,217,397  981,021 1,140,733 

 
 30/06/10  31/12/09 

 Group Bank  Group Bank 
 Ls ‘000 Ls ’000  Ls ’000 Ls ’000 

Sector profile: 
     

Private companies 336,790 522,865  324,815 484,527 
Private individuals 461,859 461,859  488,310 488,310 
State owned enterprises 120,443 120,443  85,060 85,060 
Central government  6,691 6,691  7,265 7,265 
Municipal authorities 81,586 81,587  54,889 54,889 
Public and religious institutions 23,952 23,952  20,682 20,682 

Total due to customers 1,031,321 1,217,397  981,021 1,140,733 

 
 

 30/06/10  31/12/09 

 Group Bank  Group Bank 
 Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000 

Geographical profile:      

Residents  1,005,836 1,191,912  958,859 1,118,571 
Non-residents 25,485 25,485  22,162 22,162 

Total due to customers 1,031,321 1,217,397  981,021 1,140,733 
 

 

 
 

Note 7           Cash and cash equivalents  
 
The table below provides a breakdown of cash and cash equivalents: 
 

 30/06/10  30/06/09 

 Group Bank  Group Bank 
 Ls ‘000 Ls ‘000  Ls ‘000 Ls ‘000 
      
Cash and demand deposits with the Bank of Latvia 302,234 302,234  136,561 136,561 
Demand deposits with credit institutions 211,534 211,434  269,987 269,759 

Total cash and cash equivalents 513,768 513,668  406,548 406,320 
 

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 2010 the obligatory reserve requirement was Ls 99,140 
thousand (Ls 91,454 thousand as at 31 December 2009). 
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Notes to the Financial Statements (continued) 
 
Note 8            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 2010 were 12.09% (13.00% as at 31 
December 2009) and 14.08% (15.10% as at 31 December 2009) respectively, which is above the minimum 
required by the FCMC guidelines of 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.  

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 2010. 

 
 
Note 9            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 2010 was 64.45% (54.96% as at 31 December 2009), which is above the minimum 
30% required.  

 

 

Note 10            Related party transactions 

 

Related parties are defined as shareholders who have significant influence over the Bank and key 
management personnel, as well as companies in which they have a controlling interest or significant influence. 
 

In order to ensure long-term resources, the Group has attracted financing from the parent bank Skandinaviska 
Enskilda Banken AB in the amount of LVL 1,434,188 thousand (LVL 1,477,555 thousand on 31 December 
2009), as well as a subordinated loan in the amount of LVL 98,867 thousand (LVL 98,877 thousand  on 31 
December 2009). 
 

For the purposes of maintaining liquidity, the Group placed available cash funds totalling LVL 385,789 
thousand (LVL 218,682 thousand on 31 December 2009) in short-term money market transactions with the 
parent bank and subsidiaries of the parent bank. The transactions were entered into at fixed rates, and their 
terms do not exceed one year. 
 

The transactions were completed as part of the main operations of the Group in accordance with market 
prices. 

 

 

Note 11            Changes in consolidation group 

 

On 22 January 2010, the Group completed the sale of its subsidiary, AAS “SEB Dzīvības apdrošināšana”, to 
SEB Trygg Liv holding company for Ls 6,200 thousand.  
 

On 26 February 2010, the Group completed the sale of subsidiary, SIA “Latectus”, to SEB group company 
Warehold B.V. (since 25 February 2010 the name of the company Warehold B.V. has been changed to 
Baltectus B.V.) for Ls 563 thousand.  
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Notes to the Financial Statements (continued) 
 
Note 11            Changes in consolidation group (continued) 

 

Result of the sales of the two subsidiaries was as follows: 
 
 

Six month period ended 30 June 

 2010  2009 

 Group  Group 
 Ls ‘000  Ls ‘000 
    

Loss from discontinued operations in the reporting 
period (47) 

 
(254) 

Consideration received - cash 6,763  - 
Carrying amount of net assets sold (5,611)  - 
    

Gain / (Loss) after tax from discontinued 
operations  1,105 

 
(254) 

 
 
The carrying amounts of the combined assets and liabilities at the disposal dates were as follows: 
 
 

Group 
 Ls ‘000 

Assets 
Balance due from banks 32,549 
Securities designated at fair value through profit or loss 13,579 
Investment properties 208 
Intangible assets 1,663 
Other assets 7,866 

Total assets 55,865 
 

Liabilities  
Balance due to banks 6,769 
Liabilities to policyholders – insurance contracts 33,577 
Liabilities to policyholders – investment contracts 9,220 
Other liabilities 688 

Total liabilities 50,254 
 

Net assets  5,611 

 

 

 


