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Introduction

The European regulatory framework Solvency I, entered into
force on 1 January 2016. The Solvency Il regulation introduces
a harmonised prudential framework for insurance firms in the
EU.

Nordea Life Holding AB calculates a Group solvency posi-
tion by applying the Solvency Il standard formula as defined
in the Solvency Il regulation. The calculation of the Group sol-
vency position takes into account a volatility adjustment
applied in the Danish, Finnish and Norwegian subsidiary,
transitional measures for technical provisions applied in the
Norwegian subsidiary and transitional measures for equity
risk applied in all the Nordic subsidiaries. In addition the cal-
culation takes into account that the occupational pension
business within the Swedish subsidiary is subject to the Sol-
vency | capital requirement.

In accordance with the Solvency Il regulation Nordea Life
Holding AB publishes this Solvency and Financial Condition

Report. Solvency and Financial Condition Reports are also
available for each of the Nordic subsidiaries within the
Nordea Life and Pensions Group.

The purpose of this report is to deliver information to cus-
tomers and other stakeholders promoting comparability and
transparency regarding the business, performance, gover-
nance, risk profile, solvency and capital management of the
Nordea Life and Pensions Group. The structure of this report
adheres to the structure set out in annex XX of the Solvency Il
delegated regulation (EU) 2015/35.

All amounts in the text of this report are presented in mil-
lions of euros, whereas amounts in tables and figures are
reported in thousands of euros in accordance with regulation.

On 15 May 2017 the Board of Directors of Nordea Life Hold-
ing AB approved this Solvency and Financial Condition
Report for publication.
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Summary

Nordea Life and Pensions is an insurance group and a leading
provider of life and pension products in the Nordic countries
with total assets under management of EUR 65.7bn and gross
written premiums of EUR 6.5bn at end December 2016.

Nordea Life and Pensions is part of the Nordea banking
group and has in place a system of governance based on the
overall governance framework of Nordea Bank AB and addi-
tional governing documents to cover the life and pensions
business.

The risk and capital management process is integrated
across Nordea Life and Pensions to ensure that sufficient cap-
ital is available to cover all risks taken over the business plan-
ning period.

Through the life and insurance activities Nordea Life and
Pensions is exposed to a variety of risks. These include under-
writing, market, credit, liquidity, operational, business and
strategic risks. The two largest risks in terms of contribution
to the solvency capital requirement are market risk and
underwriting risk.

As part of the risk and capital management process
Nordea Life and Pensions performs various stress and sce-
nario tests both overnight and over the business planning
period. The results prove that Nordea Life and Pensions has a
strong capital position and is resilient even towards more
severe stress scenarios.

With a solvency position of 159% at end December 2016
Nordea Life and Pensions has a comfortable level of eligible
own funds covering the solvency capital requirement ensur-
ing that Nordea Life and Pensions is able to fulfil its obliga-
tions to its customers.

In November 2016 it was announced that the customer-
owned Foreningen NLP would purchase 25% of the share
capital in the subsidiary in Denmark, Nordea Liv & Pension.
The transaction was completed on 10 January 2017 effectively
making the customers co-owners of Nordea Liv & Pension.
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A Business and performance

Nordea Life and Pensions (NLP) is a leading provider of life and pension products in the
Nordic countries. The business strategy is set at a local entity level adhering to the overall
NLP strategy of being a market return company with a focus in the Nordics.

Figure A1 NLP Group overview, 31 December 2016

NLP Group
¢ Nordea Life Holding AB is 100% owned by
Nordea Bank AB
¢ Largest life & pension company in the Nordics V4
¢ NLP Group is supervised by the Swedish o4
financial supervisory authority NORWAY , * '
* Local entities are supervised by their respective local FSA's AUM: EUR 11.744m

NLP Group at 31 December 2016 GWP: EUR 1,284m
¢ Asset Under Management: EUR 65,656m
¢ Gross written premium: EUR 6,465m

¢ Solvency position: 159%

¢ Full time employees: 1,069

FINLAND
AUM: EUR 16,796m
SWEDEN GWP: EUR 1,388m

AUM: EUR 12,407m
GWP: EUR 1,686m

3 3

DENMARK «-e AUM: EUR 2,094m

AUM: EUR 22,617m
GWP: EUR 2,107m
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A1 Business

Legal structure
At 31 December 2016 Nordea Life Holding AB (NLH AB) fully
owned seven local subsidiaries in Denmark (NLP-DK), Fin-
land (NLP-FI), Norway (NLP-NO), Sweden (NLP-SE), Poland,
Estonia and Latvia. In November 2016 it was communicated
that the customer-owned Foreningen NLP would purchase
25% of the share capital in NLP-DK, opening up for a unigue
opportunity to serve mutual interests of customers and NLP-
DK. The Danish financial supervisory authority approved the
transaction on 22 December 2016. The transaction was com-
pleted on 10 January 2017.

NLH AB is a 100% owned subsidiary of Nordea Bank AB.
Both NLH AB and Nordea Bank AB are domiciled in Sweden.

NLP’s business predominantly focuses on the Nordic region.
The subsidiaries in Poland, Estonia and Latvia conduct their
business as fund managers. The subsidiaries in Poland and the
Baltics are fully consolidated in the financial statement whereas
in the Solvency Il balance sheet they are reported as participa-
tions. A process to sell the business in Poland and the Baltics
was initiated in 2016, for more information see section A5 “Any
other information”.

Business Composition
The life and pensions business of NLP generally consists of a
range of different life and health products, from endowments
with a duration of a few years, to very long-term pension sav-
ings contracts with durations exceeding 40 years.

Total assets under management (AuM) were EUR 65,656m
and gross written premiums (GWP) were EUR 6,465m at
31 December 2016. The year-on-year progression of AuM, and
GWHP in the past year is shown in Table A1.1. AuM increased by
8% in 2016, and GWP decreased by 20% mainly driven by a
decrease of GWP in NLP-FI. The legal operating profit was EUR
428m up 10% from 2015.

Table A1.1 Key financials for NLP

EURk 31Dec2016 31Dec 2015 Change
AuM 65,656,412 60,614,280 8%
Total GWP 6,465,063 8,058,333 -20%
Insurance with profit participation 582,977 757,048 -23%
Index-linked and unit-linked
insurance 5563597 6,985,076 -20%
Other life insurance 223,052 212,335 5%
Health insurance (direct business) 81,303 90,845 1%
Non-Life 14,134 13,030 8%
Legal operating profit 427,746 390,045 10%

For all Nordic subsidiaries, the index-linked and unit-linked con-
tracts (unit-linked savings products) constitute the majority of
the total GWP. This is in line with the overall strategy of being a
market return company.

The distribution channels vary by country with a combina-
tion of own sales force, external distribution partners and the
Nordea Bank branch network.

Material operations and transactions within the Group
Subordinated loans from NLH AB to the subsidiaries represent
an amount equivalent to EUR 722m at 31 December 2016.

NLP has established a shared cost agreement to cover the
costs of the establishment of the Life Group Function, further
described in section B1 "General information on the system of
governance".

For material transactions within NLP see section B1
"General information on the system of governance".

Financial supervisory authority and external audit

NLH AB is the ultimate parent insurance holding company and

is located in Sweden. NLH AB is under group supervision head-
ed by the Swedish Supervisory Authority, Finansinspektionen’.

Table A1.2 Gross written premiums for the Group by line of business

EURk Denmark Finland Norway Sweden Group
Insurance with profit participation 357,214 26,976 125,597 73190 582,977
Index-linked and unit-linked insurance 1,624,293 1,313,797 1,044,492 1,581,016 5,563,597
Other life insurance 111137 47,307 32,985 31,623 223,052
Health insurance (direct business) 14162 - 67141 - 81,303
Non-life - - 14134 - 14,134
Total GWP 2,106,806 1,388,080 1,284,348 1,685,829 6,465,063

Figure A1.1 Legal structure of NLP at 10 January 2017

Nordea Bank AB (publ)
(Sweden)

Foreningen NLP
(Denmark)

Nordea Life Holding AB
(Sweden)

5% | |

Nordea Liv Livsforsikrings-

& Pension, "Zﬁ::c'f: selskapet Nordea Livsforsakring Nor:::v:rozw:tz:ghne Nordea Pensions Nordea Pensions
livsforsikrings- . Nordea Liv Sverige AB (publ) Y’ Estonia AS Latvia IPAS
Finland Ltd Emerytalne S.A. . .
selskab A/S . Norge AS (Sweden) (Estonia) (Latvia)
(Finland) (Poland)
(Denmark) (Norway)

Further details on the organisation of the subsidiaries are provided in Appendix 2.

1) Finansinspektionen, Box 7821, SE-103 97 Stockholm, Sweden, Visiting address: Brunns-
gatan 3, Stockholm, E-mail: finansinspektionen@fi.se or firstname.lastname@fi.se, Tel.:
+46 8 408 980 00 (switchboard), Fax: +46 8 24 13 35.
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Each local entity within NLP is under the supervision of the
local financial supervisory authorityauthority in each country.
The external auditor of NLP is Ohrlings PriceWaterhouse

Coopers AB2.

A2 Underwriting performance

The underwriting performance at an aggregated level is
reflected by the gross written premiums for each line of busi-
ness compared with the claims and expenses as shown in
table A2.1.

Insurance with profit participation (participating savings
products) show a net outflow of EUR 994m and unit-linked
insurance show a net inflow of EUR 2,811m. New contracts are
mainly issued in unit-linked savings products. The business
lines other life insurance and health insurance show a solid per-
formance as claims and expenses are significantly lower than
the premiums.

A3 Investment performance

The investment returns shown in table A3.1 are aggregated
across NLP's local subsidiaries and across product types.
Across the Group, the majority of investment return came
from equity exposure mainly towards the Nordic domestic

Table A2.1 Underwriting performance

markets and developed markets. Return on bonds and inter-
est rate derivatives were driven in particular by Danish and
Norwegian interest rate trends.

Securitisation

NLP does not invest directly in securitised credit structures,
but has exposure through credit fund managers. At year-end
2016 NLP invested in four credit funds, of which two are in
the process of being divested.

A4 Performance of other activities
No other significant activities were undertaken in 2016.

A5 Any other information
In June 2016 an agreement to take over Nordea's pension fund
in Poland was signed by Aegon Europe Holding B.V.,, pending
approval by the Polish financial supervisory authority.
Furthermore, in August 2016 Nordea Bank AB entered into
an agreement with DNB to combine their operations in the Bal-
tic region to create a leading main bank in the Baltics with
strong Nordic roots. NLP therefore expects to transfer its busi-
ness in the Baltics to the new company during 2017.

Insurance with Index-linked and

Other life  Health insurance

EURk profit participation unit-linked insurance insurance  (direct business) Non-life Total 2016 Total 2015
Gross written premium 582,977 5,563,597 223,052 81,303 14134 6,465,063 8,058,333
Claims and expenses 1,577,210 2,752,609 157,828 58,262 9,871 4,548,730 4,726,592
Table A3.1 Investment Performance
EURK 31Dec2016  31Dec2015
Return on bonds 482,076 175,408
Gain/loss on interest rate derivatives 294,846 -276,897
Other interest expenses -214,045 —341,246
Adjustment to market value 187,492 209,721
Total return on interest bearing securities 750,369 -233,014
Gain/loss on foreign exchange derivatives -23,488 —285,222
Currency gain/loss on deposits 6,442 34,160
Other interest income 216,251 414,674
Return on deposits and derivatives 199,205 163,612
Return on shares 1,632,779 1,353137
Return on pension funds 188,624 -89,830
Gain/loss on equity derivatives —51,150 —45,412
Total return on shares 1,770,253 1,217,895
Gain/loss on private equity 19170 173195
Gain/loss on hedge funds 9,437 35,613
Gain/loss on high yield bonds 36,165 77,638
Gain/loss on structured credit 22,439 819
Gain/loss on other alternative investments 262 326
Return on alternative investments 87,473 287,592
Return on investment properties 237,180 166,634
Total investment return 3,044,480 1,602,718

Note: The table shows the overall investment performance in absolute
numbers. The numbers from the different countries have been aligned to
the accounting standards used on a group level. The table shows
aggregated numbers for all countries and all products.

2) Ohrlings PriceWaterhouseCoopers AB, 113 97 Stockholm, Visiting address: Torsgatan 21,
113 21 Stockholm, Tel.: +46 10 212 40 00, Fax: +46 10 214 30 00.
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B System of governance

B1 General information on the
system of governance

Overall governance at NLP

NLP is governed overall by the Nordea Group Directives, NLP
Group policies, NLP's Risk Appetite Framework (RAF), poli-
cies and instructions. The local entities have additional poli-
cies, guidelines, processes and procedures in place as needed
to comply with local legislation and local business
requirements.

The Board of Directors of NLH AB (the Board) and the
Boards of the local subsidiaries bear overall responsibility for
NLP’s operations. The Board ensures that NLP's organisation-
al structure is justified and transparent with a clear division of
duties and areas of responsibility ensuring effective and
sound governance.

Board of Directors

The Board bears the responsibility for overseeing a robust
and comprehensive governance structure and for ensuring
the effectiveness of the risk management system and control
framework.

The Board ensures that NLP's organisational structure is
appropriate and transparent with a clear allocation of func-
tions and areas of responsibility that ensure sound and effi-
cient governance, and enable supervisors to conduct efficient
supervision. Furthermore, the Board ensures that NLP's
organisation in respect of accounting, management of funds,
and the financial position in general includes satisfactory con-
trols. The Board is ultimately responsible for ensuring that an
adequate and effective system of internal control is estab-
lished and maintained.

To ensure segregation of duties and allocation of responsi-
bilities to the Head of NLP (Group CEQ), the Board has set
and approved instructions for the Group CEO which clearly
define the areas of responsibility and obligations in relation to
the Board.

The Board has decided not to appoint any committee with-
in the Board.

Figure B1.1 Life Group Function?®

Head of NLP

Johan Nystedt (acting)

Life Executive Management Group

The Group CEO ensures the executive management of the
company in accordance with the instructions and orders
issued by the Board. The Group CEO ensures that the
accounts of the company comply with the law and that its
financial affairs have been reliably arranged. The Group CEO
supplies the Board with the information necessary for the
Board to perform its duties.

The strategic direction for NLP across the group is set by
the Life Executive Management Group (“LEMG"). The forum
also shares best practice across the group and acts as a steer-
ing committee for strategic initiatives. LEMG consists of the
Group CEOQ, the CEOs of the four Nordic countries, the Head of
Group Risk Office (Group CRO), the Head of Finance (Group
CFO), the Head of Business support, the Head of Investments
(Group CIO), the Wealth Management People Business Part-
ner and the Wealth Management IT representative.

Life Group Functions
In organisational terms, NLP has decided to establish a global
unit that supports the local entities in reporting, monitoring,
IT, investment, compliance and risk management. As part of
the Life Group Function, the People Business Partner is
responsible for the strategic people agenda within NLP.

The organisation and reporting lines of the Life Group
Functions are shown in Figure B1.1.

NLP Group Risk Office

The NLP Group Risk Office is headed by the NLP Group CRO
who bears overall responsibility for risk management as well
as capital management in terms of modelling, assessments
and monitoring at the NLP Group level. The NLP Group CRO
is overall responsible for the Group Risk Management
Function.

Independence of the NLP Group CRO is ensured by dual
reporting lines, one to the NLP Group CEO and one to the
Nordea Group CRO. The NLP Group CRO attends all regular
NLH Board meetings. The NLP Group CRO also has the pos-
sibility of communicating directly with the Board on his/her
own initiative.

Independence of the Local Risk Management Functions is
ensured by local CROs having dual reporting lines, one to the
NLP Group CRO and one to the local CEO or executive man-

Compliance
Helle Lyngdal

NLP Group Risk Office
CRO Annette Olesen

Finance
CFO Hanna Jacobsson

Business Support
Lena Mork

3) Nordea Life & Pensions was headed by Nils Bolmstrand at 31December 2016.
Nils Bolmstrand was appointed new head of Asset Management as of 1 January 2017 at
the same time the Swedish CEO, Johan Nystedt, was appointed acting head of NLP in
parallel with his position as head of NLP-SE.

4) Reporting line is to Head of People WM and dotted line to Head of NLP.

5) Reporting to Head of WMO IT Solutions , dotted line to Head of NLP.

NLP Group Investments
CIO Jesper Nergaard

People IT
Leena Saini* Frederik Cold®
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agement. Coordination between the Group Risk Office and
the local Risk Management Functions is facilitated through a
CRO Forum, operational risk and internal control working
group and various committees.

Finance
Finance is headed by the NLP Group CFO who reports to the
NLP Group CEO and has overall responsibility for the finance
area. NLP Group Finance coordinates all contact with the
Nordea Group related to finance queries and financial report-
ing. Within the NLP Group Finance Function a Data Manage-
ment team is established covering development and improve-
ment of the NLP Solvency Il data warehouse, NLP Solvency I
reporting platform and Data/IT processes in the NLP Solven-
cy Il set-up.

Local CFOs have dual reporting lines one to the local CEO
and one to the NLP Group CFO.

Business Support

Head of Business Support has overall responsibility for driv-
ing a global NLP programme with the aim of establishing an
efficient assurance system and for implementing new regula-
tions within the Group. The Head of Business Support reports
to the Group CEO.

NLP Group Investments

NLP Group Investments is headed by the Group CIO who has
overall responsibility for the Liability Driven and Market
Return investment processes within NLP. The Group CIO
reports to the NLP Group CEO. Within NLP Group Investments
a Global Investment Operations unit is established. The unit
covers all investment operations-related processes e.g. trade
execution, middle office, back office and settlement process-
es. Furthermore, it is responsible for operational governance
and due diligence in the investment operation process. The
head of Investment Operations chairs the investment opera-
tions committee which is established to ensure that opera-
tional requirements are taken into consideration when mak-
ing new investments and for existing investments if there is
change in the operational requirements.

Local CIOs have dual reporting lines, one to the Group CIO
and one to the local CEO. The Group CIO chairs the Nordic
Investment Committee (NICO), of which local CIOs are mem-
bers. NICO is a joint forum supporting the Group CIO in man-
aging the NLP investment process.

IT and People

IT at NLP is part of the Nordea Bank IT platform. IT is headed
by the Head of Wealth Management IT. Local IT officers have
dual reporting lines, one to the Head of Wealth Management
IT and one to the local business owner.

The Nordea Group People Organisation is responsible for
implementing and facilitating the HR processes within NLP.
The People organisation consists of the People Business Part-
ner within NLP and Nordea Group People units. The People
Business Partner is responsible for the strategic People agen-
da within NLP and is part of the Wealth Management People
organisation, with a reporting line to the Head of Wealth
Management People. The Group People units, such as Talent
Acquisition, People Direct and People Consultants support
NLP on a local level. The subsidiaries in the Baltics and
Poland are supported by local HR teams.

Solvency Il key functions
The key functions Risk Management Function, Compliance
Function and Actuarial Function are all an integral part of

6) At December 2016 it was announced that Nils Bolmstrand was appointed new head of
Asset Management as of 1 January 2017. The Swedish CEO, Johan Nystedt, was
appointed acting head of NLP in parallel with his position as head of NLP-SE.

NLP’s organisation. In organisational terms, the Group CRO
and the Group Compliance Officer (CO) report to the Group
CEOQ, whereas the Head of the Actuarial Function reports to
the Group CRO.

In NLP internal audit is outsourced to and conducted by
Nordea Group Internal Audit.

The roles and responsibilities as well as the implementa-
tion of the key functions are described in sections B3—-B6.

Organisational and governance changes at NLP in 2016
The following changes to NLP's organisational set-up and
governance were made in 2016:

¢ Management team of NLH AB:

- New Group CEO, Nils Bolmstrand, started on 12 January
201668,

- New Group Compliance Officer, Helle Lyngdal, started on
1 June 2016.

- The role of the Group CFO was split into two. The new
Group CFO, Hanna Jacobsson, started on 1 September
2016 and the new Head of Business Support, Lena Mork,
started on 22 August 2016.

¢ Committees:

- The Balance Sheet Committee was established to enable
an efficient use of capital within the NLP Group.

¢ Teams:

- A new Global Investment Operations unit was estab-
lished in NLP Group Investment on 1 March 2016.

- A new Data Management team was established in the
Finance Function on 1 June 2016

« Key organisational changes in local entities:

- New CEO of NLP-SE started on 1 June 2016.

- New CEO of NLP-NO started on 1 October 2016.

- New CRO of NLP-DK started on 8 August 2016.

- New CIO of NLP-SE started on 1 April 2016.

- New COO of NLP-DK started on 1 January 2016.

Remuneration

The Board of Directors of Nordea Bank AB decides on the
Remuneration Policy, based on an analysis of the potential
risks involved, and ensures that it is applied and followed-up
as proposed by the Nordea Bank Board Remuneration Com-
mittee. The Remuneration Policy is adopted by the Board of
Directors of NLH AB.

The Remuneration Policy supports NLP's ability to recruit,
develop and retain highly motivated, competent and perfor-
mance-oriented employees. NLP offers competitive, but not
market-leading compensation packages.

NLP has a total remuneration approach to compensation
that recognises the importance of well-balanced but varied
remuneration structures based on business and local market
needs, and of compensation being consistent with and pro-
moting sound and effective risk management, and not
encouraging excessive risk-taking or counteracting NLP's
long-term interests. NLP makes use of the following variable
remuneration components:
¢ Profit Sharing aims to stimulate value creation for custom-

ers and shareholders and is offered to all employees of the

Nordea Group. The performance criteria for the 2016 pro-

gramme reflect the Nordea Group's long-term targets:

Return on Capital at Risk, Return on Equity and Customer

Satisfaction.
¢ One Time Payment can be granted to employees in the

event of extraordinary performance that exceeds require-

ments or expectations, or in connection with temporary
project work.

¢ Variable Salary Part is offered to selected managers and
specialists to reward strong performance. Individual per-
formance is assessed based on a predetermined set of
well-defined financial and non-financial success criteria.
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¢ Executive Incentive Programme may be offered to recruit,
motivate and retain selected managers and key employ-
ees, and aims to reward strong performance and efforts.
The programme contains predefined financial and non-
financial performance criteria at Group, Business Area/
Group Function/Division and Unit/individual level.

The Remuneration Policy does not include any supplemen-
tary pension or early retirement schemes for members of the
Board or other key function holders.

Material transactions during the reporting period

A dividend payment of EUR 300m was made from NLH AB to
Nordea Bank AB in 2016. Dividends of EUR 825m in total
were distributed from the Finnish as well as the Danish sub-
sidiary to NLH AB during 2016.

B2 Fit and proper requirements

NLP operates in accordance with the fit and proper require-
ments of Nordea Group as set out in the Policy for selecting
and assessing the suitability of the CEO, Executive Vice Presi-
dents and key function holders and in accordance with the
specific requirements in the Instructions for fit and proper
requirements at Nordea Life & Pensions.

In order to meet fit and proper requirements, a person needs
to possess and demonstrate the requisite qualities that will
allow him/her to perform the duties and shoulder the responsi-
bilities of his/her position at the company. These qualities relate
to the integrity demonstrated in personal behaviour and busi-
ness conduct, soundness of judgement and a sufficient degree
of knowledge, experience and professional qualifications.

The fit and proper assessments are carried out as a part of
the recruitment process, which is conducted in accordance
with the Nordea Recruitment Policy and on an ongoing basis
as part of each employee's regular Performance and Devel-
opment Dialogue.

The assessment process of whether the person is "fit"
includes an assessment of the person’s professional and for-
mal qualifications, knowledge and relevant experience within
the insurance sector, other financial sectors or other business-
es and shall take account of the respective duties allocated to
that person and, where relevant, the insurance, financial,
accounting, actuarial and management skills of the person.

The assessment process of whether a person is "proper"
includes an assessment of that person’s honesty and financial
soundness based on evidence regarding their character, per-
sonal behaviour and business conduct including any criminal,

financial or supervisory aspects relevant for the purpose of
the assessment.

B3 Risk management system including
the own risk and solvency assessment

Overarching NLP risk management

system and control framework

Risk and capital management at NLP is governed by princi-
ples and procedures stated in charters, policies, instructions
and guidelines in effect throughout the organisation. All legal
entities within NLP are subject to the same internal control
and risk management environment.

The NLP Risk Management System and Control Frame-
work is governed overall by the NLP Risk Management Strat-
egy, the NLP Risk Management Policy, the NLP Risk Appetite
Framework and Nordea Group Directives. It is operationally
embedded through the key risk and capital management pro-
cesses, regular reports to key stakeholders and additional
instructions and documentation.

The NLP Risk Management System and Control Frame-
work is underpinned by the Nordea Group Internal Control
Framework, as set out in the Nordea Group Policy for Internal
Control. This includes principles for the control environment
in which the business operates, including a clear and trans-
parent organisational structure, segregation of duties and
application of the four-eyes principle. The internal control
framework is further described in section B4 "Internal control
system".

Risk culture

NLP adheres to the Nordea Group Internal Control Frame-
work through setting clear roles and responsibilities and
maintaining a transparent governance structure. NLP is com-
mitted to having in place a sound risk culture to support the
successful implementation of the NLP Risk Management
Strategy. Regular employee training, communication and
appropriate incentives and rewards are initiatives taken to
support a sound risk culture.

Under the Nordea Group Internal Control Framework, the
business is responsible for its own daily proactive risk man-
agement, including raising issues as appropriate, and for
operating the business within agreed limits. This includes
putting effective controls into place and monitoring these
controls.

Figure B3.1 NLP’s risk management system and control framework
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Risk Management Strategy

The NLP Risk Management Strategy is approved by the

Board. The key principles underlying the NLP Risk Manage-

ment Strategy are:

¢ Taking on risks that are within the NLP Risk Appetite
Framework/limits/budget and return considerations, which
can be understood, controlled, monitored and reported on.
Risks beyond the scope of these considerations should be
avoided

¢ Having a coherent and consistent global/local NLP risk
management system and control framework

¢ Having a Risk Management Function that acts as a risk
partner for the business

* Meeting future regulatory requirements that affect the
management of risk and capital

Risk appetite

The Board is ultimately responsible for the overall risk appe-
tite of NLP and for deciding on principles for how risk appe-
tite should be managed.

The starting point for defining NLP's risk appetite is the
overall business strategy and the available capital base. The
Risk Appetite Framework (RAF) considers key risks relevant
to NLP and is on an aggregated level represented in terms of
financial risk, insurance risk, business risk, operational risk,
solvency and compliance risk.

For each type of risk, overall lines and limits are cascaded
to the local entities and are further delegated within the enti-
ties as appropriate. Further lines and limits exist in local enti-
ties as required by legislation or for business reasons.

The Risk Appetite Framework is updated at least annually
to ensure the adequacy and effectiveness of the risk manage-
ment strategies.

Risk management process

NLP has in place a consistent and coherent risk and capital
management process which includes activities for identifying,
measuring, monitoring, managing and reporting on risks and
it's capital implications.

Risk identification

Risk identification is embedded within the business and risks
are identified through top-down as well as bottom-up pro-
cesses. As part of the top-down assessments emerging risks
as well as strategic risks are covered. The bottom-up process-
es include but are not restricted to Risk Control Self-assess-
ment, Risk identification and assessments as part of Change
Risk Management Approvals.

Risk Measurement

Risk measurement is carried out on a quantitative and/or
qualitative basis to estimate the likelihood and impact of the
different types of risks. Methods used to measure risks
include, but are not limited to:

¢ Exposure analysis.

¢ Stress and scenario testing.

¢ Expert judgements.

¢ Forward looking assessments.

Risk monitoring
Risks are monitored against risk appetite statements, lines
and limits.

Risk Management

Risks are managed at all levels of the organisation both
through strategic decision making and through daily manage-
ment of the business. When managing the risks the identified
risks are either accepted at the current risk level; avoided by
eliminating the cause of the risk or managed by taking mea-

sures that either impact the likelihood or the impact of the
event should the risk occur (e.g. reinsurance, hedging).

Risk reporting

Risk and capital reporting is carried out regularly to support
the business decisions and to monitor/control that the busi-
ness is in line with the risk appetite as well as existing lines
and limits. The frequency of the different types of reports var-
ies from weekly to annual reports. The audience depends on
the report content and include reports for the risk organisa-
tion, the executive management in NLP, the NLH AB Board,
NB AB and the supervisory authorities.

Figure B3.2 ALM square
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Framework for risk and capital decision-making

The Asset Liability Management (ALM) square, in figure B3.2,
is key to the implementation of NLP's risk management strat-
egy in the day-to-day business. The ALM square sets out the
various considerations that should be balanced when making
business decisions at NLP in a short-term as well as long-
term perspective, including competitiveness, legal require-
ments, profitability and capital requirements (including eco-
nomic value and regulatory/solvency requirements).

Risk Management Function

The Global Risk Management Function is a key function under
Solvency Il and is a collective term for the Group Risk Man-
agement Function and the Local Risk Management Functions.
Consistency and coherency in the risk management frame-
work and methodology are ensured through the CRO Forum.
The CRO Forum Charter sets out its purpose and scope.

The Risk Management Function provides risk input into
business decision-making through decision-making bodies.
At the NLP Group level, this occurs through the Group CRO
providing independent risk advice to the Board and being a
member of LEMG. In addition, the Group CRO is involved in
the core decision-making meetings (global/local). At the local
entity level, the Local CRO provides independent risk advice
to the local Board.

Risk and capital management

The capital management process, as illustrated in figure B3.3,
is intended to ensure that NLP has sufficient capital to cover
all risks taken over the business planning period, including
during periods of stress. The level of capital needs to be ade-
quate from an internal and regulatory perspective.

The capital planning is based on key components of NLP's
business plan/Rolling Financial Forecast (RFF). An active
capital planning process ensures that NLP is prepared to
make necessary capital arrangements regardless of the state
of the economy, the introduction of new capital adequacy
regulations and to accommodate strategic and business
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objectives. The process covers exposure to macroeconomic,

business and emerging risks.
NLP’s own solvency capital needs are assessed based on:

¢ NLP's risk profile compared to the underlying assumptions
of the Solvency Il standard formula

¢ Areas within the business which are not taken into account
with the solvency capital requirement of NLP based on the
Solvency Il standard formula calculation

NLP’s capital policy determines target capitalisation levels in
NLP. The current capital position and capital policy are
described in Section E "Capital management".

The outcome of the capital management process is included
in the Risk & Capital Report, which is submitted to the supervi-
sor as the Own Risk and Solvency Assessment (ORSA) report.

Frequency and timing of the ORSA report

The ORSA report is, at minimum, prepared on an annual basis
and submitted to the Board for challenge and approval. The
types of circumstances which could trigger the need for a
non-regular ORSA report are set out in the NLP Own Risk and
Solvency Assessment (ORSA) Policy.

Once approved, the ORSA report is submitted to the super-
visor concerned within two weeks after Board approval. The
outcome of the ORSA assessment is distributed to key stake-
holders and the assessment is documented in an ORSA
record.

Roles and responsibilities in the ORSA process
The Board plays an active part in the risk and capital man-
agement of NLP, including identifying risks, steering how the
assessment is to be performed, challenging the results and
ensuring that the results and conclusions are documented
and communicated within the business. The Board’s activities
relating to the risk and capital processes, as well as the NLP
Risk Management System and Control Framework, are fur-
ther documented in the Board's annual wheel.

The business areas are involved in the assessment of
appropriate scenarios to be tested, by identifying potential
threats to the business and strategic scenarios.

Figure B3.3 Capital management process
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Material intra-group outsourcing arrangements
Material intra-group outsourcing arrangements are described
in section B7 "Outsourcing”.

B4 Internal control system

NLP’s internal control framework is governed by the Policy for

Internal Control in the Nordea Group. The policy defines the

basic principles for internal control comprising the internal

control framework, the control environment and control pro-

cesses. The components of the internal control framework are:

* control environment;

¢ risk assessment;

¢ control activities;

¢ information and communication; and

¢ monitoring (including reporting of findings and
deficiencies).

This includes principles for the control environment in which
the business operates including a clear and transparent
organisational structure, appropriate segregation of duties
and application of the four-eyes principle.

As part of an effective system of governance, NLP adheres
to a “three lines of defence” model which forms the basis for
a clear division of roles and responsibilities in the organisa-
tion. This is a key principle for the risk management system
and internal control framework at NLP.

The first line of defence at NLP is represented by the busi-
ness. The second line of defence is at NLP Group level repre-
sented by the following Life Group functions: Risk Manage-
ment Function, Compliance Function and the Actuarial Func-
tion. The third line of defence is represented by Group
Internal Audit (GIA).

Compliance Function
The Compliance Function at NLP (Group Compliance) is
defined as an independent key function subject to Solvency I
requirements but is at the same time organised as an inte-
grated part of the Compliance Function in Nordea Group.
The Compliance Function in Nordea Group is organised
into divisions covering all compliance risk types, with compli-
ance divisions allocated to each Business Area. The purpose
of the Compliance function is to add value to NLP and its
stakeholders by providing an independent risk-based view on

Risk profile
assessment

Solvency

Own
Solvency Needs

Stress &
Scenario testing
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compliance with laws, regulations, business principles, rules
of conduct, good business practice and related internal rules
applicable to NLP, by identifying compliance risks and by
contributing to effective and efficient compliance risk man-
agement by the responsible risk owners.
The head of Group Compliance has a functional reporting
line to the head of Wealth Management Compliance of the
Nordea Group and a legal reporting line to the Group CEO
and to the Board.
The Local Compliance Officers are employed locally and
have a functional reporting line to the Head of Group Compli-
ance and a legal reporting line to the local CEO and to the
local Board.
In Poland, Latvia and Estonia the Compliance and Opera-
tional Risk functions are combined into one function and have
dual reporting lines, i.e. a reporting line to the relevant local
CEO and a reporting line to the Head of Group Compliance.
The Compliance Function has necessary authority, exper-
tise, resources and access to all relevant information in order
to be effective.
The responsibilities of the NLP Compliance Function are
described in the NLP Compliance Policy and include identify-
ing, assessing, monitoring, controlling and reporting on com-
pliance risk in NLP. The compliance policy is approved annu-
ally by the Board.
The Compliance Function performs its duties through a
number of core control processes:
¢ |dentify and communicate new or amended rules and reg-
ulations linked to compliance risks
¢ Assess the impact of regulatory changes and evaluate
intended responses

¢ Ensure policies, guidelines and instructions are current and
that deviations are responded to appropriately

¢ |dentify and assess current and potential future compli-
ance risks

¢ |dentify compliance training requirements and maintain
arrangements for implementation

¢ Provide advice on how to manage current and potential
future compliance risks

¢ Monitor compliance with relevant regulations and internal
rules

¢ Provide appropriate management information

¢ Develop and deliver a risk-based annual compliance plan
with due consideration for required resources

Figure B4.1 Lines of Defence in NLP

¢ Monitor the appropriateness of compliance risk appetite
and related performance indicators

B5 Internal Audit Function

The Internal Audit Function at NLP is handled by Nordea's
GIA. The internal rules for the Internal Audit Function consist
of the Charter for Group Internal Audit, the methodology
manual “the Nordea way" and supporting Standard Operat-
ing Procedures.

In accordance with the Charter for Group Internal Audit,
the purpose of GIA is to support Management in protecting
the assets, reputation and sustainability of the organisation.
GIA does this by:
¢ Assessing whether all significant risks are identified and

appropriately reported by management and the risk func-

tions to the Board, its committees and Executive

Management;
¢ Assessing whether all significant risks are adequately

controlled;
¢ Challenging Executive Management to improve the effec-

tiveness of governance, risk management and internal
controls.

The Charter for GIA is adopted by the Board and includes
information regarding the purpose, scope, organisation,
authority, independence, professional competence, confiden-
tiality, responsibilities, reporting and follow-up activities of
GIA. As outlined in the charter, the staff of GIA do not partici-
pate in the work of other functions, in the operating activities
or in the work on preparing and selecting risk models or other
risk management tools. The Charter for GIA, recognises the
mandatory International Standards for the Professional Prac-
tice of Internal Auditing, and the Code of Ethics, published by
the Institute of Internal Auditors.

B6 Actuarial Function

Actuarial Functions are established at Group level and for
each local entity. The Actuarial Functions at NLP are gov-
erned overall by the Global Actuarial Function Charter. The
Actuarial Functions work in close cooperation across the
Group, exchange experience and agree on frameworks to
ensure an effective Global Actuarial Function. Coordination is
facilitated by regular meetings.

1st LoD 2nd LoD 3rd LoD

Responsible for its own risk man-
agement and for operating their
business in accordance with adopted
framework for internal control and
risk management and within the set
limits for risk exposure.

This covers identifying, assessing,
performing quality assurance and
reporting of issues related to all
material financial and non-financial
risks.

Independent control and risk func-
tions with the purpose and authority
to support and challenge 1st LoD in
identifying and managing risk and
compliance.

Responsible for providing frame-
works & processes for internal con-
trol, risk management and
compliance

The functions should further verify:
the effective and efficient operations;
prudent conduct of business; reliabil-
ity of financial and non-financial
information reported or disclosed
(both internally and externally); and
ensure compliance with laws, regu-
lations, supervisory requirements
and Nordea's/NLP’s internal rules.

¢ Group Internal Audit (GIA) is an
independent unit. GIA assesses the
internal control framework, i.e.
whether all significant risks are iden-
tified, appropriately reported and
controlled. GIA supports the Board in
protecting the assets, reputation and
sustainability of the organisation.
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The local Actuarial Functions are responsible for an inde-
pendent review of
¢ Calculation of solvency technical provision, i.e. processing

best estimate and business logic parameters to ensure
continuous compliance with regulations
¢ The underwriting/insurance strategy and how it relates to
reinsurance and solvency technical provisions
¢ The reinsurance strategy and programme and how they
relate to underwriting and solvency technical provisions
The Group Actuarial Function is responsible for developing
consistent frameworks across the Group and for supporting
and challenging the local Actuarial Functions.

In organisational terms, the Head of the Group Actuarial
Function reports to the Group CRO. Independence of the
Head of the Group Actuarial Function is ensured by the ability
to communicate directly with the Board on his/her own
initiative.

Annually at minimum, the Group and local Actuarial Func-
tions produce a written report. The report includes results,
clearly identified deficiencies and recommendations as well
as follow-up on the previous year's recommendations.

B7 Outsourcing

Outsourcing is governed by the Nordea Sourcing Policy and

the Group Outsourcing Guidelines for Nordea Life & Pensions.
The NLP Group Outsourcing Guidelines apply to all out-

sourcing agreements. All service providers under the NLP

outsourcing agreements must comply with all applicable

laws, regulatory requirements and guidelines.

The Guidelines set the principles for:

¢ Criteria for assessing criticality and importance of out-
sourced relationships

¢ The contractual content with outsourcing providers

¢ Reporting to the supervisory authority.

¢ Monitoring and reporting of the outsourced activities

Within NLP the following critical or important outsourcing

arrangements are in place:

¢ |T function has been outsourced to Nordea Bank AB (domi-
ciled in Sweden).

¢ Distribution channel has been outsourced to Nordea Bank
AB (domiciled in Sweden) and its Nordic branches (domi-
ciled in Finland, Norway and Denmark).

¢ Portfolio management services and investment accounting
have been outsourced to Nordea Investment Management
AB (domiciled in Sweden).

¢ Internal audit has been outsourced to Nordea Bank AB
(domiciled in Sweden).

B8 Any other information

The Board reviews annually the governance structure and
resources in order to ensure a robust and comprehensive gov-
ernance structure, and to ensure the effectiveness of the risk
management system and control framework.

Internal audits and external audits provide an independent
evaluation of the Group’s and local entities’ system of gover-
nance. Recommendations from these audits are considered
by the relevant Boards and implemented in proportion to the
risks of the business.
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NLP is exposed to a variety of risks through the life and insur-

ance activities. These include underwriting, market, credit,

liquidity, operational, business and strategic risks. The two

largest risks in terms of contribution to NLP's solvency capital

requirement (SCR) are:

¢ Market risks arising from embedded investment guaran-
tees and duration mismatch between assets and liabilities
for participating savings products. Unit-linked savings
products also expose NLP to market risk as future profits
are dependent on the size of the unit-linked business
which would decline following a drop in market values.
Market risks represent approximately 71% of the SCR.

¢ Life underwriting risks, resulting largely from lapse uncer-
tainty and longevity. Life underwriting risks represent
approximately 24% of the SCR.

Figure C1 Solvency Il SCR split by risk
types at 31 December 2016

@ Market risk, 71%

@ Life underwriting risk, 24%
Operational risk, 4%

@ Default risk, 1%

@ Health risk, 0%
Non-life risk, 0%

The SCR by risk types takes into account diversification
effects between the risk types. The management of risks is
governed by NLP’s Risk Management System and Control
Framework as described in section B3 "Risk management
system including the own risk and solvency assessment".

Stress and scenario testing

As part of NLP’s regular risk and capital reporting, NLP per-

forms various stress and scenario tests including:

¢ Solvency Il standard formula stresses

¢ Overnight stress and scenario tests

* Reverse stress tests

¢ Business risk scenarios taking into account the key risk
themes across the business

* Macro-economic scenarios investigating emerging trends
and stress-testing the resilience of NLP to historical and
potential future macro crises

Stress and scenario testing are discussed by the executive
management and the Board. In developing the stress and

scenario tests, NLP collaborates across the NLP Group and
with Nordea Bank AB.

C1 Underwriting risk

Underwriting risk is defined as the risk of loss, or of adverse
change in the value of insurance liabilities, resulting from
changes in the level, trend, or volatility of mortality rates, lon-
gevity rates, disability rates and surrenders and lapses, with
such a change leading to an increase in the value of insurance
liabilities or a reduction in available own funds.

Measurement and analysis of underwriting risk
Underwriting risks are primarily controlled using actuarial
methods, i.e. through tariffs, rules for acceptance of custom-

ers, reinsurance contracts, stress testing, and setting ade-
quate provisions for risks. Experience analyses and bench-
marking are performed at least annually for each underwrit-
ing risk.

Furthermore, NLP measures underwriting risks via the Sol-
vency |l standard formula and by measuring the sensitivity of
the Solvency Il balance sheet to stressed underwriting sce-
narios via regular stress and scenario testing. The results
prove that NLP is resilient to the stresses performed.

Measuring underwriting risks in accordance with the Sol-
vency |l standard formula results in lapse and longevity being
the most significant components of NLP’s SCR for underwrit-
ing risk. Neither NLP’'s underwriting risk exposures nor the
approach to measurement have changed materially over the
reporting period.

Figure C1.1 Life underwriting SCR by
risk type at 31 December 2016

@ Lapse, 61%
@ Longevity, 27%
Life expense, 10%
@ Disability, 1%
@ Life catastrophe, 1%
Mortality, 0%

The SCR by risk types takes into account diversification
effects between the risk types.

Lapse risk

Lapse risk includes the risk of lapses, transition to paid-up,
renewals and changes to premium levels. Exposure to lapse
risk is due to the potential deviation between the actual lapse
rates and expected lapse rates.

Lapse risk is linked to policyholder behaviour and is miti-
gated through ensuring that products meet customers’ needs.
Lapses are stress tested, monitored and reported on a month-
ly basis. Monitoring helps NLP to identify and address emerg-
ing trends.

Longevity

Longevity risk arises from the annuities in payment and in
deferral within NLP’s participating savings products. Mortal-
ity rates and life expectancies are updated and benchmarked
annually. For new savings products, policyholders funds will
be converted to annuities based on annuity prices in the mar-
ket at the time of retirement.

Concentration of underwriting risks

NLP’s insurance portfolios comprise individual and group pol-
icies all of which are well diversified by industry, geography
and demography as well as by product type and risk. Within
NLP's insurance portfolios, large companies may pose a geo-
graphic risk concentration. Concentration risk is managed and
mitigated within the reinsurance programme.

Management of underwriting risk

Management of underwriting risk includes underwriting pro-
cedures, reinsurance programme and product approval
processes.
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Underwriting procedures

Underwriting is performed in compliance with the local enti-
ty’'s underwriting policy for insurance risks. The policies are
established to ensure strong underwriting processes and
sound advice to customers.

Underwriting procedures ensure fair and ethical treatment
of all new customers and the acceptance or rejection of indi-
vidual risks on an informed basis. Sound underwriting
ensures that the right products are offered to the customers
to meet their needs. Individual underwriting is used for life
and health policies. Depending on the nature of the risk cov-
erage and the level of benefits, underwriting may include a
health assessment.

The Actuarial Function highlights risks and makes recom-
mendations regarding underwriting and expresses its opinion
on the underwriting policy in the local entities. The Actuarial
Function reviews the underwriting policies annually and ad
hoc for changes.

Reinsurance

NLP’s reinsurance programme covers individual and aggre-
gate mortality and disability risks, including mortality catas-
trophe cover. It includes individual risk retention limits and
aggregate stop loss cover. Reinsured risks include mortality,
disability and mortality catastrophe. The aim of the reinsur-
ance programme is to minimise claims volatility, stabilise
annual results and protect NLP from underwriting risk con-
centrations and catastrophes. New business with large indi-
vidual risk exposures are underwritten with facultative
reinsurance.

The reinsurance programme is monitored monthly via the
risk result by product line. The Actuarial Function is respon-
sible for reviewing the reinsurance strategy and programme
as a minimum once a year.

Product approval

NLP has implemented an overall approach to the manage-
ment of changes which is further described in section C5
"Operational Risk". As part of this, a product approval process
is in place for new products. This includes the assessment of
the potential profitability and capital requirements as well as
fit within NLP's risk appetite.

Special purpose vehicles
NLP does not use any special purpose vehicles for the man-
agement of underwriting risks.

Changes to the underwriting risk profile

There have been no material changes to the underwriting risk
profile of NLP or in the way underwriting risks are measured
during the reporting period.

C2 Market risk

The market risk arises at NLP mainly due to the mismatch
between assets and liabilities and the sensitivity of the values
of these assets and liabilities to changes in the level or in the
volatility of the market prices or rates.

Measurement and analysis of market risk

Market risk mainly originates from investments in products
with withembedded guarantees and investments in market
return products where policyholders have been promised a
benefit or an absolute return under these portfolios. NLP car-
ries the risk of fulfilling these guarantees to policyholders.

In addition the unit-linked business generates future prof-
its that are included in the Solvency Il balance sheet. A poten-
tial reduction in the size of the unit-linked business would
reduce these future profits and thereby the available own
funds in the Solvency Il balance sheet.

Market risk also arises from the investment of shareholder
capital. Shareholder capital is invested separately from poli-
cyholder assets and NLP bears the direct market risk.

Market risks are measured via the Solvency Il standard for-
mula, exposure measurement on investment assets, Value-at-
Risk analysis, market risk economic capital, forward-looking
balance sheet projections, and stress and sensitivity analysis.
The results prove that NLP is resilient to the stresses per-
formed. Market risks are monitored against the risk appetite
and risk limits.

Solvency Il standard formula

Measuring market risk in accordance with the Solvency Il
standard formula results in credit spreads and equities being
the most significant components of NLP’s market risk. Neither
NLP’s market risk exposures nor the approach to measure-
ment have changed materially over the reporting period.

Figure C2.1 Market SCR by risk at 31 December 2016

@ Type 1 equities, 24%
@ Spread, 22%
Type 2 equities, 18%
@ Concentration, 12%
@ Property, 1%
Interest rate, 1%
@ Currency, 2%

The SCR by risk types takes into account diversification
effects between the risk types.

Equity risk

NLP is exposed to falls in equity prices impacting financial
guarantees on participating savings products and some guar-
anteed unit-linked savings products. NLP is also exposed to
falls in equity prices through reduced market values of non-
guaranteed unit-linked savings products and thereby a
reduction of future profits impacting the available own funds
for solvency purposes.

Credit spread risk

NLP is exposed to movements in credit spreads via its credit
portfolios within the participating savings products and the
unit-linked savings products. The widening of credit spreads
reduces market values and thus the expectations of future
profits.

Table C2.1 Fixed income holdings by
rating at 31 December 2016

Fixed income holdings according to credit rating, %

AAA 46.4
AA 1.6
A 137
BBB 133
BB 3.6
B 24
CCC or below 0.8
Not rated 75
Not rated (community or govt gtd) 0.7

Market concentration risk
NLP is exposed to the concentration of market risks by coun-
terparty, region and industry. Under the Solvency Il regula-
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tion, market concentration by counterparty covers equities,
properties and credit risky assets.

Interest rate risk

NLP is exposed to movements in interest rates through the
duration mismatch between assets and liabilities within the
participating savings products.

Property risk

NLP holds commercial, industrial and residential properties
within its participating savings and unit-linked savings prod-
ucts. In the Solvency Il calculation the effect of NLP's property
exposures is analogous to equities.

Currency risk

NLP invests actively in global assets. Virtually all of the cur-
rency exposure is hedged towards the local reporting
currencies.

Exposure measurement on investment assets
Investment portfolios backing policyholder liabilities are
monitored in terms of exposure to different asset classes and
currencies to ensure proper diversification.

Value-at-Risk analysis and market risk economic capital
NLP measures the market risk in the investment of the share-
holder equity using Value-at-Risk.

In addition, NLP monitors the market risk economic capital
(MREC) on a monthly basis. MREC is a Value-at-Risk based
calculation and is used throughout the Nordea Group to mea-
sure the amount of capital that is required to cover unfore-
seen losses on an economic basis within a period of one year
and a confidence level of 99.9%. MREC measures the eco-
nomic risk exposures and the current theoretical market cost
of hedging of the long-term guarantees within participating
savings products.

Stress and sensitivity analysis

NLP regularly performs stress tests of available own funds,
the solvency position and buffers to assess the impact of
overnight stress. The stress tests are conducted by applying
equity and interest rate shocks as well as combinations there-
of. Due to the long term nature of the life and pension busi-
ness NLP is most sensitive to interest rate movements. The
solvency ratio decreases with falling interest rates. The sol-
vency ratio also decreases with increasing interest rates due
to the reduced impact of transitional measures on technical
provisions (TMTP).

Table C2.2 Stressed solvency ratio at 31 December 2016

Solvency ratio, %

Base case 159
Equities drop 12% 158
Interest rates down 50bp 158
Interest rates up 50bp 157

As part of the capital management process, NLP projects the
development of the business including capital plans and
stress-tests it using macroeconomic and business risk
scenarios.

Management of market risk

NLP manages market risk in accordance with the ALM square
as described in section B3 "Risk management system includ-
ing the own risk and solvency assessment". It helps inform
business decisions at NLP, balancing short-term and long-
term perspectives, including competitiveness, legal require-
ments, profitability, liquidity, customer and capital consider-

ations. Furthermore, market risk is managed in accordance
with the liability-driven investment strategy and the Prudent
Person Principle and by managing the risk concentrations.

In addition, market risks are monitored regularly against
the risk appetite and risk limits.

Liability-driven investment

Market risk in the participating savings products is mitigated
through liability-driven investment, where appropriate, aim-
ing at reducing the asset-liability mismatch while at the same
time creating an investment return that enables NLP to meet
any guarantees offered and customer expectations.

The investment process and the Prudent Person Principle
The Prudent Person Principle is integral to NLP's investment
process. NLP utilizes both a bottom-up and a top-down
approach to the Prudent Person Principle.

The bottom-up approach is used to address the prudence
of each building block, such as a mandate or type of fund.
The prudence of each building block is addressed in the
investment sourcing process, which consists of four steps:
investment due diligence; operational due diligence of asset
manager; operational requirements for data and valuation;
and legal assessment and agreements.

The top-down approach looks at the portfolio as a whole
and ensures that the combination of assets is prudent and is
in line with the objective for each portfolio. The top-down
approach consists of five steps: specifying asset composition
and mix of asset classes; choosing the levels of risks and
composition there among; determining the expected risk-
return characteristics over the long term; assessing perfor-
mance in various risk scenarios; and balancing short term
performance and long term asset assumptions.

The overall asset sourcing process supports NLP's ability to
adhere to the Prudent Person Principle requirements by only
investing in assets for which NLP can properly identify mea-
sure, monitor, manage and control the resulting risks. The
combination of bottom-up and top-down approaches ensure
that the investment process is prudent.

NLP’s unit-link trading process ensures the assets in the
unit-linked portfolios are linked to the technical provisions.
The trading of unit-link products within NLP is governed by
the investment guidelines and limits and is monitored as part
of risk management activities.

Concentration of market risks

Concentration risk is both addressed in each investment man-
date and on an aggregated level. NLP manages concentration
risk by setting upper limits for the size of individual invest-
ments and for aggregate investments by category. Concentra-
tion risks are also addressed on an aggregated level and
managing these risks is an integrated part of the investment
strategy.

NLP reduces concentration risk on an ongoing basis in the
revision and adjustment of asset portfolios. Due to the diver-
sification across the portfolios in the local entities NLP has no
significant, unmanaged concentration of market risk at Group
level.

C3 Creditrisk

Counterparty default risk reflects potential losses from unex-
pected default of NLP's counterparties and debtors over the
following 12 months, bringing into account risk-mitigating
contracts, reinsurance, securitisations and derivatives as well
as receivables from intermediaries, and any other credit expo-
sures which are not covered in the credit spread risk
sub-module.

This section addresses counterparty default risk while
credit spreads are addressed in the market risk section.

NLP is exposed to counterparty default through its cash
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and deposits held by counterparties as well as the derivatives
used to hedge portfolios.

Furthermore, NLP measures the sensitivity of the Solvency
Il balance sheet to stressed market scenarios via regular
stress and scenario testing. NLP also monitors counterparty
derivative exposures on a daily basis. The results prove that
NLP is resilient to the stresses performed.

Measurement and analysis of counterparty default risk
NLP’s counterparty default risks originate from cash, deposits
and derivative holdings in various international banks with
high credit ratings and very low probabilities of default. NLP's
counterparty default exposure is minor, corresponding to a
1% diversified contribution to the total SCR.

NLP’s derivative exposure is collateralised and the collat-
eral is balanced daily based on marked-to-market valuations.
In addition, a set of market shocks are used to assess the
increased counterparty default risk under stressed scenarios.
An increased exposure could arise in the event of an over-
night stress with a counterparty unable to post the incremen-
tal collateral based on the stressed marked-to-market value
of the derivative.

Management of counterparty default risk

Counterparty default risk is managed in accordance with
investment guidelines and limits that outline the detailed risk
appetite for counterparty default risk. NLP sets counterparty
limits for the total amount of deposits and exposure limits to
counterparty default for each individual counterparty. The
limits are monitored on a weekly basis by risk management
and procedures are in place in case of breach or near breach.

To mitigate the exposure to unexpected defaults, NLP
ensures diversification by counterparty. Concentrations to
individual counterparties are mitigated through the invest-
ment limit framework.

NLP has bilateral agreements with derivatives counterpar-
ties which define the nature, timing and quality of eligible
collateral. NLP manages and monitors collateral for deriva-
tives weekly and ad hoc as necessary.

C4 Liquidity risk

Liquidity risk is the risk of being able to meet liquidity com-
mitments only at increased cost or, ultimately, being unable to
meet obligations as they fall due.

Liguidity risk arises both from illiquidity of investment
assets (market liquidity risk) and from changed cash-flows on
liabilities as a result of changed claims and/or lapses (funding
liquidity risk). Liquidity risk can also arise from short-term
payments affecting the short term liquidity need.

Measurement of liquidity risk

Liquidity risk is primarily measured through liquidity scoring
of current investment assets and through forward-looking
liquidity projections. The liquidity risk measurement tech-
niques have not changed in a material way during the report-
ing period. The Board defines the liquidity risk appetite.

Liquidity scoring
All investments backing policyholder liabilities are assigned a
target liquidity score to ensure that the liquidity profile of any
new investment fits with the liquidity profile of the relevant
asset portfolio and the applicable investment strategy. After
implementation of the new investment, the liquidity scores are
reassessed as part of the monitoring and evaluation process.
The impact on NLP's liquidity risk in stressed conditions is
measured as part of the NLP Risk Appetite Framework. Under
the risk appetite metric, a forced liquidation of part of the
investment portfolio under a lapse or capital stress scenario is
applied and the results are compared to investment limits.

Liquidity projections
The local entities carry out annual forward-looking liquidity
projections to analyse and assess the future liquidity needs in
both the short and long term, under both normal and stressed
market conditions. The results prove that NLP is resilient to
the stresses performed.

At a Group level, NLP monitors the local liquidity plans, in
both normal and stressed market conditions, to ensure liquid-
ity risk is managed effectively across NLP.

Management of liquidity risk

Liquidity risk is mitigated through the lines and limits allocat-
ed to the individual asset classes, which ensures appropriate
allocation of investment capital in liquid asset classes.

Within NLP, local entities have in place liquidity contingen-
cy plans specifying how to manage changes in expected cash
in- and out-flows or how to act in a stressed liquidity situa-
tion. These contingency plans consider the need for a liquidity
buffer and specify the size and composition of such a buffer.
Alternative financing sources and related costs are consid-
ered. NLP reviews the local liquidity contingency plans to
assess any Group level actions that may be required.

Expected profit included in future premiums
NLP’s expected profit included in future premiums (EPIFP) is
EUR 411m. Note that by definition EPIFP does not include
company tax, hence the actual contribution to the reconcilia-
tion reserve from EPIFP will be less than the EUR 411m.
NLP’s liguidity projections prove that changes to the
nature or level of future premiums are not materially impact-
ing NLP’s liquidity position.

C5 Operationalrisk

Operational risk means the risk of direct or indirect loss, or
damaged reputation, resulting from inadequate or failed
internal processes, or from people, systems or external events.
Regarding capital requirements; operational risk also covers
legal risk and compliance risk.

Operational risk is inherent in all activities within the
organisation, in outsourced activities and in all interactions
with external parties. Managing operational risks is the day-
to-day responsibility of the business and is a proactive disci-
pline, which emphasises training and risk awareness from all
employees across NLP.

Measurement of operational risk

Operational risk is measured through the operational risk
appetite, incident reporting and stress and scenario testing.
The operational risk measurement techniques have not
changed in a material way during the reporting period.

Operational risk appetite

Operational risk appetite is defined through risk appetite
statements issued by the Board. Operational risk appetite
statements are defined in terms of follow-up on mitigating
plans for key operational risks identified in the Risk and Con-
trol Self-Assessment (RCSA) process, top risks as well as
measurement of IT disturbance.

Incident reporting

Incidents and security weaknesses are immediately handled
in order to minimise damage. Upon detection of an incident,
handling the incident has top priority. Unit managers are
responsible for the proper handling, documentation and
reporting of incidents. Incident reporting is a Nordea Group-
wide process which is performed in the operational and com-
pliance risk system. Aggregated incident information is
included in regular risk reports to the Executive Management
and the Board.
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Stress testing and scenario analysis
As an extension of the RCSA, a stress test of the material risks
is performed. The stress test of operational risks is conducted
as a scenario analysis, which tests selected key material risks
considered to be highly important to investigate further. The
objective is to challenge and extend NLP’s present under-
standing of its operational risk landscape by focusing on risks
which could cause extreme financial losses or other signifi-
cant impacts to NLP. The results prove that NLP is resilient to
the stresses performed.

The RCSA also serves as input for scenarios to include in
the continuity and contingency plans, which are tested annu-
ally to ensure learning and preparedness.

Management of operational risk
The management of operational risk is centred on the RCSA,
Group Level Controls and change management processes.

RCSA

The RCSA is an annual self-assessment of operational risk in
the business. The RCSA is designed to enhance awareness of
risks in the operations, spot weaknesses in controls and sup-
port prioritisation of mitigating actions related to these
weaknesses.

The RCSA is focused on current risks that the business
faces and also includes an analysis for emerging and antici-
pated operational risks, resulting from expected changes
related to strategic initiatives.

Group Level Controls

Group Level Control is an annual process in which the first
and second lines of defence assess their compliance with the
requirements as specified in Nordea Group Directives.

Managing changes

A change approval process has been established and captures
all material changes in a unified and disciplined manner. It is
applicable to new or materially altered products, services, mar-
kets, processes, IT systems and major changes to the operations
and organisation. The quality and risk analysis (QRA) is used to
analyse risk and quality aspects related to material changes on
a case by case basis, for example new programmes, significant
changes to organisations, processes and systems. The QRA is
performed in order to limit new risks and to ensure disciplined
change management. It aims to document decision-making
regarding risk and quality aspects connected to changes,
explicit responsibility for decisions and actions taken, and sys-
tematic follow-up. Conducting a QRA is mandatory as part of

the change approval process and mandatory to use when a
change/development is run within a programme or project.

Material risks, concentrations of risks and mitigation
The material risks identified during the 2016 RCSA process at
Group level — as well as locally — include, but are not limited to:
e |T security risks

¢ Reliance on appropriateness of underlying data

¢ Risks associated with customer communication

The concentration of operational risks is particularly high
within the IT dependency and cyber security areas.

There is a quarterly follow-up on each mitigating action,
which has been defined during the RCSA process, to ensure
proper and timely implementation of the mitigating actions.

Dependencies between risks

The dependencies between risks are analysed through pat-
terns in incidents, RCSA findings and remarks from GIA. The
dependencies are taken into account when defining and set-
ting up scenarios for testing.

C6 Other material risks
Other material risks at NLP are business risk, strategic risk and
risks related to the legal environment.

Business risk is defined as the risk associated with uncer-
tainty in the business conditions such as market environment,
client behaviour and technological progress as well as the
financial effects of reputational risk.

Strategic risk is defined as long-term implications associ-
ated with the selected business strategy such as product
range, customer segments, markets, distribution channels
and technological platforms. These may arise due to improper
implementation of decisions or lack of responsiveness to
industry changes.

Risks related to the legal environment arise as a result of
the increasing regulatory pressure. This could potentially
impact the reputation, the processes and the costs.

Business and strategic risks are mitigated through actions
such as monitoring sales, costs and risk results regularly and
analysing the drivers of profit. Risks related to the legal envi-
ronment are mitigated through continuously monitoring of
the regulatory developments and through establishing spe-
cific programs to handle the implementation.

C7 Any other information
No other information is relevant to include.
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D Valuation for solvency purposes

The NLP Solvency Il balance sheet is prepared on an IFRS
(International Financial Reporting Standards) basis as
endorsed by the European Commission and adjusted to Sol-
vency Il measurement requirements. The valuation of assets
and liabilities in the NLP Solvency Il balance sheet is estab-
lished on a market consistent valuation approach in accor-
dance with article 75 of the Solvency Il Directive (2009/138/
EC).

D1 Assets
The measurement principles in the Solvency Il Directive are
based on IFRS with a focus on fair value measurement in
arm'’s length principles.

A fair value hierarchy classifies the measurement techniques
in accordance with the quality of the methodology used.

The classification is broken down as follows:
* Market prices:

- Level 1 Quoted prices in an active market
* Valuation techniques:

- Level 2 Observable prices in an active market

- Level 3 Non-observable prices

Intra-group balances and transactions are eliminated in pre-
paring the consolidated Solvency Il balance sheet.

Assets broken down by category in the Solvency Il balance
sheet at 31 December 2016 are presented figure D1.1.

Figure D1.1 Breakdown of Solvency Il balance
sheet assets at 31 December 2016

@ Assets held for unit-linked
contracts, 50%

® Bonds, 26%
Collective investment undertakings, 12%
@ Derivatives, 5%
@ Equities, 3%
@ Investment Properties, 2%
Cash, 1%
Other assets, 1%

The composition of assets at NLP on an IFRS and Solvency Il
basis is shown in table D1.1.

For each material Solvency Il balance sheet item, the IFRS
measurement principles as well as the valuation technique
and the adjustments from IFRS to Solvency Il are described
below. In addition to the differences described below, the
value of certain IFRS and Solvency Il balance sheet categories
differs due to a reclassification of balance sheet items in
accordance with Complementary Identification Codes applied
under Solvency Il. These differences are not described further.

The full financial accounting and Solvency Il balance
sheets at 31 December 2016 are shown in Appendix 3.

Assets held for unit-linked contracts

Assets held for unit-linked contracts include financial instru-
ments and investment properties and cash and cash equiva-
lents and other financial assets, and represent the investment
portfolio that backs policyholders’ unit-linked insurance con-
tracts and investment contracts. The valuation of these assets
follows the same principles as financial instruments and
investment properties and cash and cash equivalents as
assets held for life contracts as described in next sections.

Financial instruments

Financial instruments include listed and unlisted equities, col-
lective investment undertakings, interest-bearing securities
and derivatives.

Financial instruments are classified in different accounting
policy categories with different valuation principles. The valu-
ation according to IFRS is re-measured in the Solvency Il bal-
ance sheet in accordance with the requirement in the Solven-
cy Il Directive.

Listed equities, unlisted equities and collective investment
undertakings are classified under IFRS as “Financial assets at
fair value through profit or loss” and measured at fair value.

Interest-bearing securities are classified under IFRS into
two parts depending on the accounting policy for the insur-
ance contracts they back. One part is classified as “Financial
assets at fair value through profit or loss” and the other part
is classified as “Hold to maturity” assets. These assets are
measured at fair value and amortised cost, respectively. “Hold
to maturity” assets are measured at amortised cost including
transaction costs, gains/losses at maturity and adjustment for
credit risk. Interest-bearing securities classified as “Hold to
maturity” assets are re-measured to fair value in the Solvency
Il balance sheet, using the same measurement techniques as
financial assets classified as “Fair value through profit and
loss”.

Table D1.1 Value of assets in accordance with Solvency Il and IFRS at 31 December 2016

Assets, EURk Solvency Il IFRS % of total Sll assets
Assets held for unit-linked contracts 36101980 36 066 402 50
Interest-bearing securities (Bonds) 19 054 032 18 864 149 26
Collective investment undertakings 8764741 8387338 12
Derivatives 3502 355 3502325 5
Investment properties 2320943 2320943 3
Cash and cash equivalents 1263 090 1281628 2
Equities 559 032 936 422 1
Other assets 950 228 1325 855 1
Total assets 72516 401 72 685 061 100%
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Derivatives are classified under IFRS as “Financial assets
and liabilities at fair value through profit or loss” and mea-
sured at fair value.

Fair value is defined as the price that would be received to
sell an asset or paid to transfer a liability in an orderly trans-
action under current market conditions in the principal market
for the equities, or in the absence of a principal market, in the
most advantageous market.

The existence of published quoted prices in an active
market is the best evidence of fair value.

An active market is a market in which transactions for the
assets occur with sufficient frequency and volume to provide
pricing information on an ongoing basis. Market activity is
accessed regularly. Trade frequency and volume are moni-
tored frequently. Published quoted prices are predominantly
used to establish fair value for the items disclosed under the
following balance sheet items:
¢ Interest-bearing securities (listed)
¢ Equities (listed)
¢ Derivatives (listed)

If quoted prices fail to represent actual or regular market
transactions or if quoted prices are not available, fair value is
established using an appropriate valuation technique. These
valuation techniques are designed to use observable market
prices or unobservable parameters as input.

Valuation technigques are predominantly used to establish
fair value for the financial instruments disclosed under the
following balance sheet items:
¢ Interest-bearing securities (unlisted or quoted prices not

available)

* Equities (unlisted or quoted prices not available)
¢ Derivatives (OTC derivatives)

Investment properties
Investment properties are properties other than properties
bought for own use.

Investment properties are measured at fair value. The best
estimate is based on quoted prices in an active market for
similar properties in the same location and condition. As
these prices are rarely available, discounted cash flow projec-
tion models, based on reliable estimates of future cash flows,
are used.

The discounted cash flow model includes assumptions
about future rents, vacancy levels, operating costs and main-
tenance costs, yield requirements and interest rates.

Cash and cash equivalents
The item includes cash and short-term deposits available on
demand. These assets are measured at nominal value.

Other assets
Other assets include loans and mortgages as well as receiv-
ables measured at nominal value taking account of credit risk

and time to maturity. The difference between IFRS and Sol-
vency Il concerns goodwill and other intangible assets that
according to the measurement principles in Solvency Il are
measured to zero.

D2 Technical provisions
Liabilities broken down by category in the Solvency Il balance
sheet at 31 December 2016 are presented in figure D2.1.

Figure D2.1 Breakdown of Solvency Il balance
sheet liabilities at 31 December 2016

@ Technical provision, 84%

@ Debts owed to credit institutions, 7%
Derivatives, 4%

@ Subordinated liabilities, 2%

@ Deferred tax liabilities, 1%
Other liabilities, 1%

The composition of liabilities at NLP on an IFRS and Solvency
Il basis is shown in Table D2.1.

The valuation methodology of technical provisions is
described in this section, whereas the valuation methodology
of other liabilities is described in section D3 "Risk manage-
ment system including the own risk and solvency
assessment".

Valuation methodology for technical provisions

The valuation of technical provisions under Solvency Il follows
a market value-consistent approach based on a best estimate
and additional risk margin. All lines of business are valued
using this methodology. A summary of the value of technical
provisions at 31 December 2016 is shown in table D2.2 and fur-
ther details on the value of technical provisions by main line of
business at 31 December 2016 are included in Appendix 3.

Table D2.2 Valuation of technical
provisions at 31 December 2016

EURk Solvency Il IFRS
Best estimate liability 57,577,835 -
Risk margin 764,635 -
Total technical provisions 58,342,470 60,438,884

Valuation under IFRS

Under IFRS as applied by the NLP Group, liabilities for poli-
cies classified as investment contracts are accounted for at
the fair value of the assets linked to those contracts. For
insurance contracts, a non-uniform accounting policy is used
under IFRS.

Table D2.1 Value of liabilities in accordance with Solvency Il and IFRS at 31 December 2016

Liabilities, EURk Solvency II IFRS % of total Sl liabilities
Technical provision 58,342,470 60,438,884 84
Debts owed to credit institutions 5164,635 5,164,635 7
Derivatives 2,662,181 2,662,763 4
Subordinated liabilities 1,330,430 1,330,430 2
Deferred tax liabilities 536,374 115,567 1
Other liabilities 996,357 997,874 1
Total liabilities 69,052,449 70,730,155 100
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For NLP-DK, NLP-SE and NLP-FI, the IFRS measurements
are prepared by calculating the present value of future ben-
efits to which policyholders are entitled. For NLP-DK, the pro-
vision also includes bonus potential on paid-up policies and
on future premiums. The calculation includes assumptions
about market-consistent discounting rates as well as expens-
es and life risk. For NLP-NO, the technical provisions related
to participating savings products for IFRS are valued on the
basis of a prospective method. The discount rate used is
equal to the original tariff rates. The value of technical provi-
sions related to unit-linked products is based on the fair value
of the assets linked to those products.

Valuation under Solvency Il
The Solvency Il valuation is based on a set of stochastic pro-
jections of the local balance sheet assets, the retrospective
reserve and relevant financial and actuarial buffers for the
next 50-75 years. In each projection, the future benefits paid
to the policyholders (net of premiums), profits and taxes
among other things are calculated and discounted. Stochastic
valuation is performed on products with policyholder options
and/or guarantees. Products without guarantees are calcu-
lated on a deterministic basis.

The best estimate of liabilities and risk margin by line of
business for NLP is presented in table D2.3.

Table D2.3 Best estimate liabilities and risk margin
by line of business at 31 December 2016

Best estimate

EURk liability Risk margin
Insurance with profit participation 23,548,234 338,674
Index-linked and unit-linked insurance 34,045,809 367,520
Other life insurance -203,801 53,091
Health insurance 187,593 5,350

For participating savings products, best estimate discretionary
bonuses are included. The negative best estimate liability for
other life insurance relates to risk products and shows that the
present value of premiums exceed the present value of future
benefits expected to be paid out.

The risk margin is the discounted cost of capital for pro-
jected non-hedgeable capital requirements. Life and health
underwriting risks are assumed as non-hedgeable and mar-
ket risks as hedgeable.

The risk margin calculation has been simplified by using
the appropriate risk carriers, per line of business, to project
non-hedgeable capital requirements into the future.

The stochastic modelling of the technical provisions is per-
formed by using risk-neutral scenarios generated using a
third party Economic Scenario Generator calibrated to market
data in-house.

Assumptions underlying the calculation
of technical provisions
The most material assumptions impacting the valuation are
interest rates, lapse, mortality, longevity, and expense
assumptions in the valuation model. In addition, in order to
model the future discretionary benefits assumptions have
been made regarding bonus strategy. These also materially
impact the valuation.

There have been no material changes to the assumptions
underlying the calculation of the technical provisions over the
reporting period.

Valuation uncertainty

By nature, the calculation of the best estimate liabilities and
risk margin involves an estimation of a future uncertain event.
The precision of the calculation will depend on the quality of
the underlying inputs and the extent to which the calculation
model reflects reality. For example interest rates, expenses,
lapses and management actions cannot be projected over a
long time horizon without uncertainty. There are also uncer-
tainties arising from the number of simulations and the cho-
sen model logic, although these factors are assessed to have
less impact.

A general source of uncertainty is appropriateness of data/
data quality, either due to lack of available data to deduce a
reliable estimate for future development or that historical
data may not be descriptive of the future. The company uses
both internal and external data sources, as well as expert
judgement to set appropriate assumptions.

The level of uncertainty for technical provisions has been
assessed by performing sensitivity calculations on the solven-
cy position. These sensitivity scenarios include the major SCR
risk components. On a regular basis the sensitivity is mea-
sured using change in the level of interest rates, shocks on
equity positions and mass lapse shocks.

Transitional measures

Long-term guarantee measurements are used in the valuation.
Volatility adjustment (VA) is used at NLP-DK, NLP-FIl and
NLP-NO. For NLP-SE double regulation is applied?’. These
also impact the Group position.

NLP-NO uses TMTP, which also affects Group’s solvency
position.

Excluding the effect of TMTP in NLP-NO the technical pro-
visions and SCR increased by 0.1% and 0.4% respectively.
Excluding the effect of VA further increased technical provi-
sion by 0.8% and SCR by 2.5%.

The reduction in eligible own funds is mainly driven by an
increase in technical provisions upon removal of the effect of
the VA. When excluding the effect of TMTP and VA, eligible
own funds still remain in excess of the SCR.

Table D2.4 Impact from long-term guarantee and transitional measures at 31 December 2016

With volatility adjustment,
with transitional measures

With volatility adjustment,
without transitional
measures on technical

Without volatility
adjustment, without
transitional measures on

EURk on technical provisions provisions technical provisions
Technical Provisions 58,342,470 58,386,983 58,835,042
Available own funds 4,211,091 4,162,855 3,829,719
SCR 2,644,655 2,655,023 2,722,264
Eligible Own Funds to meet SCR 4,211,091 4,162,855 3,829,719

7) NLP-SE's occupational pension business is not fully incorporated within the Solvency Il
regime. The total solvency capital requirement is the sum of the SCR stemming from
the non-occupational business and the Solvency | capital requirement of the occupa-
tional business.
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Recoverables from reinsurance contracts
and special purpose vehicles
There are a number of reinsurance arrangements that follow
the principles and guidelines laid down in local underwriting
policies. Reinsurance recoverables are calculated consistently
with the best estimate liability.

NLP does not use any special purpose vehicles.

D3 Other liabilities

Other liabilities are valued on an IFRS basis as endorsed by
the European Commission and adjusted to Solvency Il mea-
surement requirements. The descriptions in this section
include the IFRS measurement principles, the valuation tech-
nique and the adjustments from IFRS to Solvency Il of mate-
rial other liability balance sheet items.

Debt to credit institutions

Debt to credit institutions contains loans from credit institu-
tions covering a minor part of the investment in group com-
panies at NLP and repo debt concerning collateral covering
interest-bearing securities on the balance sheet, but lent to
external parties in a repo transaction. Debt to credit institu-
tions also includes mortgage debt regarding investment
properties.

Debt to credit institutions is categorised as Loans and
Receivables, which is measured at amortised cost, similar to
nominal value. Repo debt is short-term debt measured at
nominal value and mortgage debt is measured at market
value.

Derivatives

Derivatives with negative market values are recognised as a
liability and valued at fair value in accordance with the same
principles as described for derivatives with positive market
values in section D1 "Assets" under “Financial instruments”.

Subordinate debt
Subordinate debt consists of loans from third parties that are

subordinate to other debtors but fulfilled before shareholders.

The interest rate on the loans is adjusted periodically by the
debtors as part of the loan agreements and in accordance
with the market interest rate.

Deferred tax liabilities

Deferred tax liabilities arise from temporary differences
between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxa-
tion purposes, including adjustments of assets and liabilities
between IFRS and Solvency Il. Deferred tax is calculated
using local tax rates, measured at nominal value.

Other liabilities

Other liabilities include financial liabilities other than debt
owed to credit institutions, provisions regarding defined ben-
efit pension plans, current tax liabilities and other liabilities.
Financial liabilities other than debt owed to credit institutions
are measured at nominal value.

Defined benefit pension plans are funded schemes covered
by assets in pension funds. Defined benefit obligations are
determined using the projected unit credit method; the net
amount is recognised in the balance sheet. The projected unit
method is a fair value methodology that includes the project-
ed salary level, inflation and the interest rate in the calcula-
tion of the obligations.

Current tax liabilities are calculated by each individual unit
according to the local tax regulations and tax rates. Taxes are
measured at nominal value.

D4 Alternative valuation methods

This section is not applicable to this report, as content is only
required in the regular supervisory report (RSR) as per regu-
latory requirements.

D5 Any other information
No other information is relevant to include.
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E Capital management

E1 Own funds

Overall capital management process

The capital management process is described and illustrated
in section B3 "Risk management system including the own
risk and solvency assessment". Capital management is gov-
erned by the NLP Capital Policy specifying target solvency
position, target range, limits and pre-warning levels. The poli-
cy also specifies the actions that need to be enacted in case
of any breaches of the internal or regulatory limits.

The solvency limit in the policy reflects NLP's decision to
manage the business by defining a required buffer on top of
the 100% solvency ratio to provide a ‘cushion’ to be able to
deal with the volatility in the Solvency Il balance sheet. This is
done to ensure that actions are enacted immediately when
the limit is breached, and that some volatility in the figures
can be absorbed without breaching the 100% level.

NLP defines a solvency capital target range in which NLP
wishes to operate. The target range has been set applying
expert judgement using results from performed stress and
scenarios tests and benchmarking against other market
participants.

The decision on capital across the Group is managed
through the NLP Group Balance Sheet Committee as well as
local ALCO, Investment Committees and the Board. The moni-
toring and reporting of solvency ratios and capital limits are
the responsibility of the Group CRO. Tiering of capital items is
the responsibility of the Group CFO.

Tiering of own funds
NLP’s available own funds decreased by EUR 249m in 2016
following a reduction in the reconciliation reserve and Tier 2
subordinated debt partly offset by a new Tier 1 subordinated
debt.

The available own funds breakdown into tiers of capital at
31 December 2016 is shown in table E 1.1.

Table E1.1 Own funds8

Tier, EURk Own Fund item 31 Dec 2016 1Jan 2016
Tier1 Ordinary share capital 12 12
Reconciliation reserve 2,880,649 2,958,414
Subordinated debt 125,430 -
Tier 2 Subordinated debt 1,205,000 1,501,279
Total Available own funds 4,211,091 4,459,705

The Tier 1 capital constitutes 71% of the total amount of avail-
able own funds. The components of NLP’s available own
funds are ordinary share capital, reconciliation reserve, Tier 1
and Tier 2 subordinated debt. The dividend payment from
NLH AB to Nordea Bank AB during 2016 led to a decrease in
the reconciliation reserve. The change in Tier 1 subordinated
debt is due to a new issued subordinated loan issued by NLP-
DK as part of the sale of 25% of the share capital in NLP-DK
to Foreningen NLP. The reduction in Tier 2 subordinated debt
was due to a reduction in the subordinated loan from Nordea
Bank AB during 2016.

All own fund items are available and free of restrictions

8) Own funds at 31 December 2016 are compared to own funds at 1 January 2016 when
Solvency Il entered into force.

and the Tier 1 and Tier 2 subordinated debt is undated. NLP
holds no ancillary own fund items and no own fund items are
subject to transitional arrangements. The reconciliation
reserve is broken down in table E1.2.

Table E1.2 Reconciliation reserve at 31 December 2016

EURK 31Dec 2016
Excess of assets over liabilities

IFRS equity 1,954,906

Market value adjustment and tax 1,509,045
Anticipated dividend —400,000
Own funds not available at Group level -183,291
Ordinary share capital -12
Reconciliation reserve 2,880,649

The market value adjustment and tax are mainly market
value adjustments of technical provisions and hold-to-maturi-
ty bonds, as well as deferred taxes. Own funds not available
at Group level cover an adjustment for own funds at NLP-FI
and NLP-SE not fungible in the Group’s own funds.

These adjustments together with the subordinated debt
make up the differences between the IFRS equity and the
eligible own funds as presented in figure E1.1.

Figure E1.1 Bridge from IFRS equity to eligible own funds

EURk
5,000,000
1,205,000 4,211,091
4,000,000
1,509,045
- 125,430
3,000,000 400,000
' -183,291
2,000,000 1,954,906
1,000,000
0
IFRS Market Antici-  Own funds T T2 Eligible
equity value pated not avail- subordi- subordi- own
adjust-  dividend  able at nated nated funds
ment Group debt debt
and tax level

At NLP-SE, a material part of the occupational pension busi-
ness shall remain regulated according to the Institutions for
Occupational Retirement Provision rules in force at 31 Decem-
ber 2015. This double regulation means the non-occupational
pension solvency capital position shall be calculated under
Solvency Il rules and occupational pension under Solvency |
rules. This different treatment also applies to the solvency
positions of NLP-SE as well as to the NLP Group, and is
reflected in the calculation of the solvency position.

Eligible own funds

The SCR at 31 December 2016 was EUR 2,645m. The total eli-
gible own funds held to cover the SCR was EUR 4,211m which
is equal to the available own funds.
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E2 Solvency capital requirement and
minimum capital requirement

Solvency position

NLP uses the Solvency Il standard formula and the account-
ing consolidation method (method 1). In the calculation of the
Group SCR the following is taken into account: VA applied at
NLP-DK, NLP-Fl and NLP-NO, TMTP at NLP-NO, double regu-
lation at NLP-SE and transitional measures for equity risk
applied in all the Nordic subsidiaries. The subsidiary NLP-DK
applies a partial internal model for mortality, approved by the
Danish financial supervisory authority, which is not included
in the Group solvency position.

For the equity holdings acquired prior to Solvency Il com-
ing into force, an equity transitional portfolio is managed in
accordance with EIOPA guidelines and NLP's internal policies.
This reduces the magnitude of the equity shock for the equity
transitional portfolio reducing equity risk capital but not
affecting technical provisions.

For NLP, the solvency position at 31 December 2016 was
159%. The solvency position at 1 January 2016, when Solvency
Il came into force, was 172%. The decrease during 2016 is
mainly driven by the inclusion of an anticipated dividend pay-
ment from NLH AB to Nordea Bank AB in 2017.

Figure E2.1 Impact of transitional measures on
the solvency position at 31 December 2016

%
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160 @ w/o transitionals

155 ® Impact of VA in DK,
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150 @ Impact of TMTP in NO
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Excluding the effect of TMTP in NLP-NO reduces the solvency
position by 2%-points while excluding the effect of the VA
reduces it further by 16%-points. When excluding both the
effects of TMTP and VA, the solvency position is 141%.

The SCR of each risk module shown in table E2.1 takes into
account diversification effects between the underlying risk
types within the module. The calculation of the total SCR
takes into account diversification effects between the differ-
ent risk modules and therefore does not represent the sum of
the SCR calculated for each risk module separately.

Table E2.1 Split for SCR at 31 December 2016

Risk type, EURk SCR
Market risk 2,764,542
Life risk 1,212,075

Operational risk 121121

Default risk 75,725
Health risk 42,057
Non-life risk -
SCR IORP 62,617
SCR? 2,644,655

9) Diversification effect and other adjustments are included in the calculation of SCR.

Group consolidation of the solvency
capital requirement
In consolidating the Solvency Il capital, NLP uses the account-
ing consolidation-based method (method 1) as described in
Article 230 of the Solvency Il Directive (2009/138/EC).

In line with relevant regulation, NLP does not calculate a
Group minimum capital requirement (MCR). However, as
required, the Group SCR exceeds the sum of local MCRs.

Simplifications of the Solvency Il standard formula

In the calculation of the Solvency Il standard formula SCR,
NLP uses only one simplification. The simplification used
relates to the calculation of the risk-adjusted market value of
collateral for unrated bonds within the credit spreads sub-
module, per Article 112 of the Commission delegated regula-
tion (EU) 2015/35.

E3 Use of the duration-based equity
risk sub-modaule in the calculation of

the Solvency Capital Requirement
NLP does not apply the duration-based equity risk sub-mod-
ule in the calculation of the SCR.

E4 Differences between the standard

formula and any internal model used

NLP applies a partial internal model in NLP-DK for mortality
risk that has been approved by the Danish FSA. The partial
internal model has not been taken into account in the solven-
cy positon of the Group.

E5 Non-compliance with the Minimum
Capital Requirement and non-compliance

with the Solvency Capital Requirement
NLP's eligible own funds have exceeded the SCR throughout
2016.

E6 Any other information
No other information is relevant to include.
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Appendix 1

Abbreviations
ALM Asset Liability Management
ALCO Asset and Liability Committee
AuM Assets Under Management
BEL Best Estimate Liabilities
EIOPA European Insurance and Occupational Pension Authority
EPIFP Expected profit included in future premiums
FSA Financial Services Authority
GIA Group Internal Audit
GWP Gross written premiums
IFRS International Financial Reporting Standards
LEMG Life Executive Management Group
MCR Minimum Capital Requirement
MREC Market Risk Economic Capital
NICO Nordic Investment Committee
NLP Nordea Life and Pensions
NLH AB Nordea Life Holding AB
ORSA Own Risk and Solvency Assessment
oTC Over-the-counter
RAF Risk Appetite Framework
RFF Rolling Financial Forecast
RCSA Risk & Control Self-Assessment
QRA Quality and Risk Analysis
SCR Solvency Capital Requirement
TMTP Transitional Measures on Technical Provisions
VA Volatility Adjustment
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Appendix 2

Legal structure of Nordea Life & Pensions

NLP Denmark

Nordea Liv & Pension, livsforsikringsselskab A/S
(Denmark)

Nordea
Pension
Danmark,
ejendoms-
selskab
A/S (100%)

Aarhus

Nordea Pension

Danmark, _| OEP Kazl;l;gd
Komplementar r\ég(g)‘y )
ApS (100%) °
Hovedbane-
Samejet gardens
Nymeollevej —— Forretnings
59-91 (25%) Center K/S
(50%)
Nordea
Pension
Danmark —
OPP P/S
(100%)
NLP Finland

KiOy Vantaan Muuntotie 1

KiOy Vantaan Mestarintie 11

KiOy Kuortaneenkatu 7

KiOy Helsingin Lammittajankatu 2
KiOy Stromberginkuja 2

Kiinteisto Oy Pakkalan Kartanokoski 6
Fastighets Ab Unionsgatan 17
KiOy Etelaranta 12

Oy Helsingfors Saluhallar Ab

KiOy Helsingin Siltasaarenkatu 16
KiOy Vantaan Tikkurilantie 154
KiOy Ratavartijankatu 3

KiOy Hgin Tyynylaavantie

KiOy Hgin Kalevankatu 20

Samejet
Lautruphoj

Nordea Nordea

DNP Ejen-

) A Komplemen- Komplemen- Komplemen-
Rension Rension tarselskabet tarselskabet GG tarselskabet
DELTET Danmark, Komplemen-
. ‘ af 31. august af 1/72003 af 1. marts
ejendoms- ejendoms- 2006 ApS tarselskab 2006 ApS
selskab selskab % P 50% p
11(100%) [l A/S (100%) =) ()
Ejendoms- Ejendoms- Ejendoms-
H":)?:;?:as selskabet partner- E‘enl::'l'::'nme selskabet
(UK) Ltg q — af31.august '— selskabet af L El P/S — af 1. marts
(100%) 2006 P/S 1/7 2003 (50%) 2006 P/S
a (75%) (49%) n (25%)
|
Pr:g;iiiy Nordea Ejendoms-
(SR Development partnersel-
(UK) (UK) Ltd skabet -
Grenjordsvej
(100%)
Nordea Nordea
I ent
(UK) Ltd (UK)

Nordea Life Assurance Finland Ltd.

KiOY Alfred

KiOy Hitsaajankatu 4

KiOy Lauttasaaren Horisontti
KiOy Lansituulentie

KiOy Niittyhovi

KiOy Kasarmikatu 44

KiOy Helsingin Kaisaniemenkatu 6

KiOy Heikkilanaukio

KiOy Espoon Retail Park Glomson
KiOy Kiviaidankatu 2

KiOy Vantaan Vehkatie 29

KiOy Turvesuonkatu 17

KiOy Espoon Kimmeltie 1-3

KiOy Espoon Keilaranta 9 A

KiOy Museokatu 8

KiOy Espoon Portti 1-5

AsOy Kalliomatti

AsOy Munkkiniemen Puistotie 14
AsOy Malminkatu 36

AsOy Lapinlahdenkatu 14
AsOy Hameentie 5 b

AsOy Helsingin Kapteeninranta
AsOy Keravan Heikkildanrinne
AsOy Helsingin Vanhalinna
KiOy Pirkkalan Keidas

KiOy Piispankuitti

KiOy Espoon Sinikalliontie 9
KiOy Helsingin Annankatu 27

AS Nordea
Latvijas atklatais
pensiju fonds

Dansk

Ejendoms-

fond |
A/S

(56.04%)
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Legal structure of Nordea Life & Pensions, cont.

NLP Norway

Livsforsikringsselskapet Nordea Liv Norge AS
959922659

Nordea Liv Investment
Holding AS
917370478

Nordea Aktuartjenester Nordea Liv Eiendom

Asane Storsenter DA Norge AS Kontor AS

857187342

981125096 999289630

Folke Bernadottesvei 38 AS 995556790 Claude Monet Alle AS 998580889 . g

Lilleakerveien 2A AS 977570743 - Claude Monet Alle 1 ANS 879403502 (99%) Nordea Life & Pension

Lilleakerveien 2B AS 977570786 Fr Nansens Plass 7 Il AS 913886216 Investments Norway

Lilleakerveien 2G AS 977570859 - Fr Nansens Plass 7 Il ANS 955122690 (99%) — Sicar — S.a.r.l. Lux

Lilleakerveien 2 E-F AS 979406231 ANS Radhuspassasjen 956514 827 (99,9%) B-150352

Lilleakerveien Parkering AS 981024478 NLE Bento AS 998580927

Norske Liv AS 979406266 - NLE Bento ANS 979362269(99%)

Krinkelkroken 1 AS 998 805 120 Vinkelgarden AS 930155888

Stremsveien 102 AS 981138805 Kokstadflaten 4 AS 995557665

Henrik Ibsensgate 53 AS 995557754 Kokstadflaten 6 AS 997953312

NLE Munchsgt 5B AS 914664381 Arkaden Eiendom AS 971227575

Fredrik Selmersvei 2 AS 995557770 Nordea Liv Eiendom Norge AS 985094691 All companies are owned 100%

- Fredrik Selmersvei 2 Eiendom ANS 981689577 (99%) by NLP, apart from Asane Storsenter
DA in which NLP owns 50.1%.
NLP Sweden

Nordea Livforsakring Sverige AB (publ)

Nordea Liv Fastighet Holding AB

Nordea Liv Fastighet | AB

Bjeredsparken AB Bramaregarden Fastighet AB Ymrod Fastigheter AB Varmdo Osby Retail AB
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Balance Sheet as at 31 December 2016

Assets
Financial
EURt Solvency 1 accounting
Goodwill 0 295,849
Deferred acquisition costs 0 19,346
Intangible assets 0 54,063
Deferred tax assets 0 0
Pension benefit surplus 0 0
Property, plant & equipment held for own use 9,289 9,289
Investments (other than assets held for index-linked and unit-linked contracts) 34,366,979 34,179,216
Property (other than for own use) 2,320,943 2,320,943
Holdings in related undertakings, including participations 140,419 142,582
Equities 559,032 936,422
Equities - listed 447568 447559
Equities - unlisted 111,464 488,864
Bonds 19,054,032 18,864,149
Government bonds 4,922,575 4,900,427
Corporate bonds 14,120,446 13,963,722
Structured notes 9,391 0
Collateralised securities 1,621 0
Collective investments undertakings 8,764,741 8,387,338
Derivatives 3,502,355 3,502,325
Deposits other than cash equivalents 25,458 25,458
Other investments 0 0
Assets held for index-linked and unit-linked contracts 36,101,980 36,066,402
Loans and mortgages 29,854 29,854
Loans on policies 0 0
Loans and mortgages to individuals 0 0
Other loans and mortgages 29854 29,854
Reinsurance recoverables from: 13,467 13,467
Non-life and health similar to non-life 5611 5,611
Non-life excluding health 0 0
Health similar to non-life 5611 5611
Life and health similar to life, excluding health and index-linked and unit-linked 7,856 7,856
Health similar to life 2,432 2,432
Life excluding health and index-linked and unit-linked 5,424 5,424
Life index-linked and unit-linked 0 0
Deposits to cedants 0 0
Insurance and intermediaries receivables 17,422 117,422
Reinsurance receivables 553 588
Receivables (trade, not insurance) 469,022 475,347
Own shares (held directly) 0 0
Amounts due in respect of own fund items or initial fund called up but not yet paid in 0 0
Cash and cash equivalents 1,263,090 1,281,628
Any other assets, not elsewhere shown 144,743 142,589

Total assets 72,516,401 72,685,061
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Balance Sheet as at 31 December 2016, cont.

Liabilities
Financial
EURt Solvency 1 accounting
Technical provisions — non-life 22,225 27,823
Technical provisions — non-life (excluding health) 0 0
Technical provisions calculated as a whole 0 0
Best estimate 0 0
Risk margin 0 0
Technical provisions - health (similar to non-life) 22,225 27,823
Technical provisions calculated as a whole 0 27,823
Best estimate 21,860 0
Risk margin 365 0
Technical provisions - life (excluding index-linked and unit-linked) 23,906,916 24,040,382
Technical provisions - health (similar to life) 170,718 233,551
Technical provisions calculated as a whole 0 233,551
Best estimate 165,732 0
Risk margin 4,985 0
Technical provisions — life (excluding health and index-linked and unit-linked) 23,736,198 23,806,831
Technical provisions calculated as a whole 0 23,806,831
Best estimate 23,344,433 0
Risk margin 391,765 0
Technical provisions — index-linked and unit-linked 34,413,329 35,908,220
Technical provisions calculated as a whole 0 35,908,220
Best estimate 34,045,809 0
Risk margin 367,520 0
Other technical provisions 0 462,460
Contingent liabilities 0 0
Provisions other than technical provisions 0 0
Pension benefit obligations 13,868 13,868
Deposits from reinsurers 1,484 1,484
Deferred tax liabilities 536,374 115,567
Derivatives 2,662,181 2,662,763
Debts owed to credit institutions 5,164,635 5,164,635
Financial liabilities other than debts owed to credit institutions 518,970 518,970
Insurance & intermediaries payables 20,810 20,810
Reinsurance payables 2,664 4,398
Payables (trade, not insurance) 49,788 49788
Subordinated liabilities 1,330,430 1,330,430
Subordinated liabilities not in basic own funds 0 0
Subordinated liabilities in basic own funds 1,330,430 1,330,430
Any other liabilities, not elsewhere shown 408,773 408,556
Total liabilities 69,052,449 70,730,155

Excess of assets over liabilities 3,463,951 1,954,906
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Appendix 4

Quantitative Reporting Template

The following quantitative reporting templates are required
to be disclosed with the Solvency and Financial Conditions

Report.

All amounts are in EURKk.

QRT ref QRT title

S.02.01.02 Balance sheet

S.05.01.02 Premiums, claims and expenses

S.05.02.01 Premiums, claims and expenses by country

S.22.01.22 Impact of the long term guarantee and transitional
measures

S.23.01.22 Own funds

S.25.01.22 Solvency Capital Requirement, calculated using the
standard formula

S.25.02.22 Solvency Capital Requirement, calculated using the
standard formula and a partial internal model — not
applicable to NLP

S.25.03.22 Solvency Capital Requirement, calculated using a full
internal model — not applicable to NLP

S$.32.01.22 Undertakings in the scope of the group




Solvency and Financial Condition Report 2016 Appendix 39

Balance sheet
S.02.01.02
Assets
Solvency Il value
C0010
Intangible assets R0O030 -
Deferred tax assets R0040 -
Pension benefit surplus R0O050 -
Property, plant & equipment held for own use R0060 9,289
Investments (other than assets held for index-linked and unit-linked contracts) R0070 34,366,979
Property (other than for own use) R0O080 2,320,943
Holdings in related undertakings, including participations R0090 140,419
Equities RO100 559,032
Equities — listed RO110 447568
Equities — unlisted RO120 111,464
Bonds R0130 19,054,032
Government Bonds R0140 4,922,575
Corporate Bonds R0O150 14,120,446
Structured notes RO160 9,391
Collateralised securities R0O170 1,621
Collective Investments Undertakings R0180 8,764,741
Derivatives R0O190 3,502,355
Deposits other than cash equivalents R0200 25,458
Other investments R0210 -
Assets held for index-linked and unit-linked contracts R0220 36,101,980
Loans and mortgages R0230 29,854
Loans on policies R0240 -
Loans and mortgages to individuals R0250 -
Other loans and mortgages R0260 29,854
Reinsurance recoverables from: R0270 13,467
Non-life and health similar to non-life R0280 5,611
Non-life excluding health R0290 —
Health similar to non-life R0300 5,611
Life and health similar to life, excluding health and index-linked and unit-linked RO310 7,856
Health similar to life R0320 2,432
Life excluding health and index-linked and unit-linked R0330 5,424
Life index-linked and unit-linked R0340 -
Deposits to cedants RO350 -
Insurance and intermediaries receivables R0360 117,422
Reinsurance receivables R0370 553
Receivables (trade, not insurance) R0380 469,022
Own shares (held directly) R0390 -
Amounts due in respect of own fund items or initial fund called up but not yet paid in R0400 -
Cash and cash equivalents R0410 1,263,090
Any other assets, not elsewhere shown R0420 144,743
Total assets R0500 72,516,401
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Balance sheet, cont.

S.02.01.02
Liabilities

Technical provisions — non-life
Technical provisions — non-life (excluding health)
Technical provisions calculated as a whole
Best Estimate
Risk margin
Technical provisions — health (similar to non-life)
Technical provisions calculated as a whole
Best Estimate
Risk margin
Technical provisions — life (excluding index-linked and unit-linked)
Technical provisions — health (similar to life)
Technical provisions calculated as a whole
Best Estimate
Risk margin
Technical provisions — life (excluding health and index-linked and unit-linked)
Technical provisions calculated as a whole
Best Estimate
Risk margin
Technical provisions — index-linked and unit-linked
Technical provisions calculated as a whole
Best Estimate
Risk margin
Other technical provisions
Contingent liabilities
Provisions other than technical provisions
Pension benefit obligations
Deposits from reinsurers
Deferred tax liabilities
Derivatives
Debts owed to credit institutions
Financial liabilities other than debts owed to credit institutions
Insurance & intermediaries payables
Reinsurance payables
Payables (trade, not insurance)
Subordinated liabilities
Subordinated liabilities not in Basic Own Funds
Subordinated liabilities in Basic Own Funds
Any other liabilities, not elsewhere shown
Total liabilities

Excess of assets over liabilities

Solvency Il value

C0010

R0510 22,225
R0520 -
R0530 -
R0540 -
R0550 -
R0560 22,225
R0570 -
R0580 21,860
R0590 365
R0600 23,906,916
R0610 170,718
R0620 -
R0630 165,732
R0640 4,985
R0650 23,736,198
R0660 -
R0670 23,344,433
R0680 391,765
R0690 34,413,329
R0O700 -
RO710 34,045,809
R0720 367,520
RO730 -
R0O740 -
RO750 -
R0760 13,868
R0O770 1,484
R0780 536,374
R0790 2,662,181
R0800 5,164,635
R0810 518,970
R0820 20,810
R0830 2,664
R0840 49,788
R0850 1,330,430
R0860 -
R0870 1,330,430
R0880 408,773
R0900 69,052,449
R1000 3,463,951
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S.05.01.02
Premiums, claims and expenses by line of business

Line of Business for: non-life insurance and reinsurance obligations Line of Business for: accepted
(direct business and accepted proportional reinsurance) non-proportional reinsurance
Fire and
Marine, other Credit
Income | Workers' aviation damage and
Medical | protec- [ compen- Other and | toprop- | General | surety- Legal Miscel-
expense tion sation motor | transport erty liability ship | expenses laneous Marine,
insur- insur- insur- insur- insur- insur- insur insur- insur- Assis- | financial aviation,
ance ance ance ance ance ance ance ance ance tance loss Health | Casualty | transport | Property Total

C0010 | C0020 | CO030 | CO040 | CO050 | CO060 | COO70 | CO080 | CO090 co100 co1o Co0120 Co130 Cco140 C0150 Co160 | CO200

Premiums written

Gross - Direct Business RON0 - 14134 - - - - - - - - - - 14134
Gross - Proportional

reinsurance accepted RO120 - - - = - - - - - - - - _
Gross - Non-proportional

reinsurance accepted RO130 - - - - -
Reinsurers’ share RO140 - 3334 - - - - - - - - - - - - - - 3334
Net R0200 - 10,801 - - - - - - - - - - - - - - 10,801

Premiums earned

Gross - Direct Business RO0210 - 14134 - - - - - - - - - - 14134
Gross - Proportional

reinsurance accepted R0220 - - - - - - - - - - - - -
Gross - Non-proportional

reinsurance accepted R0230 - - - - _
Reinsurers’ share R0240 - 3334 - - - - - - - - - - - - - - 3334
Net RO300 - 10,801 - - - - - - - - - - - - - - 10,801

Claims incurred

Gross - Direct Business RO310 - 3548 - - - - - - - - - - 3548
Gross - Proportional

reinsurance accepted R0320 - - - - - - - - - - - - _
Gross - Non-proportional

reinsurance accepted RO330 - - - - -
Reinsurers’ share RO340 - 820 - - - - - - - - - - - - - - 820
Net R0400 - 2728 - - - - - - - - - - - - - - 2728

Changes in other
technical provisions

Gross - Direct Business R0410 - - - - - - - - - - - - -
Gross - Proportional

reinsurance accepted R0420 - - - - - - - - - - - - _
Gross - Non-proportional

reinsurance accepted R0430 - - - - -
Reinsurers’ share R0440 - - - - - - - - - - - - - - - - -
Net RO500 - - - - - - - - - - - - - - - - -
Expenses incurred RO550 - 3,809 - - - - - - - - - - - - - . 3,809
Other expenses R1200 -

Total expenses R1300 3,809
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S.05.01.02.02
Life

Premiums written
Gross

Reinsurers’ share
Net

Premiums earned
Gross

Reinsurers’ share
Net

Claims incurred
Gross

Reinsurers’ share

Net

Changes in other technical provisions

Gross

Reinsurers’ share
Net

Expenses incurred
Other expenses

Total expenses

Line of Business for: life insurance obligations

Life reinsurance obligations

Insurance

Index-linked

Annuities stemming
from non-life insurance
contracts and relating

Annuities stemming
from non-life insurance

contracts and relating
to insurance obligations

Health with profit | and unit-linked Other life to health insurance other than health Health Life
participati i insurance igati igati Total
o210 C0220 C0230 C0240 C0250 C0260 C0270 €0280 C0300
R1410 81,303 582,977 5,563,597 223,052 - - - - 6,450,929
R1420 3,834 13171 - 2,864 - - - - 19,870
R1500 77,469 569,806 5,563,598 220,187 - - - - 6,431,059
R1510 81,133 540,791 5,500,420 223,052 - - - - 6,345,176
R1520 3,834 13171 - 2,864 - - - - 19,870
R1600 77299 527,620 5,500,420 219,967 - - - - 6,325,306
R1610 39,612 1437711 2,659,064 134,093 - - - - 4,270,479
R1620 5,499 4,866 188 - - - - 10,552
R1700 34113 1,432,845 2,659,064 133,905 - - - - 4,259,927
R1710 - 32,460 16,143 4,358 - - - - 52,961
R1720 - - - 1,989 - - - - 1,989
R1800 - 32,460 16,143 2,369 - - - - 50,971
R1900 19,315 131,194 93,545 21,059 - - - - 265113
R2500 819
R2600 265,932
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S.05.02.01
Premiums, claims and expenses by country
Total Top 5
Home Top 5 countries (by amount of gross premiums written) and home
Country - non-life obligations country
Co010 C0020 C0030 C0040 C0050 C0060 C0070
RO010 NLP-NO
Premiums written C0080 C0090 C0100 Co110 C0120 C0130 C0140
Gross - Direct Business RO110 - 14134 - - - - 14,134
Gross - Proportional reinsurance accepted R0O120 - - - - - - -
Gross - Non-proportional reinsurance
accepted RO130 - - - - - - -
Reinsurers' share R0O140 - 3334 - - - - 3334
Net R0200 - 10,801 - - - - 10,801
Premiums earned
Gross - Direct Business R0210 - 14134 - - - - 14134
Gross - Proportional reinsurance accepted R0220 - - - - - - -
Gross - Non-proportional reinsurance
accepted R0230 - - - - - - -
Reinsurers' share R0240 - 3334 - - - - 3,334
Net R0300 - 10,801 - - - - 10,801
Claims incurred
Gross - Direct Business R0O310 - 3,548 - - - - 3,548
Gross - Proportional reinsurance accepted R0320 - - - - - - -
Gross - Non-proportional reinsurance
accepted R0330 - - - - - - -
Reinsurers' share R0340 - 820 - - - - 820
Net R0400 - 2,728 - - - - 2,728
Changes in other technical provisions
Gross - Direct Business R0410 - - - - - - -
Gross - Proportional reinsurance accepted R0420 - - - - - - -
Gross - Non- proportional reinsurance
accepted R0430 - - - - - - -
Reinsurers' share R0440 - - - - - - -
Net R0500 - - - - - - -
Expenses incurred RO550 - 3,809 - - - - 3,809
Other expenses R1200 -
Total expenses R1300 - 3,809 - - - - 3,809
Total Top 5
Home Top 5 countries (by amount of gross premiums written) and home
Country - non-life obligations country
C0150 C0160 C0170 C0180 C0190 C0200 Cco210
R1400 NLP-DK NLP-NO NLP-FI
C0220 C0230 C0240 C0250 C0260 C0270 C0280
Premiums written
Gross R1410 1,685,829 2,106,806 1,270,214 1,388,080 - - 6,450,929
Reinsurers' share R1420 1713 10,694 7,238 225 - - 19,870
Net R1500 1,684,115 2,096,112 1,262,976 1,387,855 - - 6,431,059
Premiums earned
Gross R1510 1,685,829 2,001,273 1,270,214 1,387,861 - - 6,345,396
Reinsurers' share R1520 1,713 10,694 7238 225 - - 19,870
Net R1600 1,684,115 1,990,579 1,262,976 1,387,861 - - 6,325,526
Claims incurred
Gross R1610 955171 1,694,840 472,206 1,148,263 - - 4,270,479
Reinsurers' share R1620 188 3,391 6,973 - - - 10,552
Net R1700 954,983 1,691,449 465,233 1,148,263 - - 4,259,927
Changes in other technical provisions
Gross R1710 3,672 - 3217 46,071 - - 49,743
Reinsurers' share R1720 1,060 - 929 - - - 1,060
Net R1800 2,612 - 2,288 46,071 - - 48,683
Expenses incurred R1900 34115 129,495 67,387 34116 - - 262,610
Other expenses R2500 589
Total expenses R2600 263,199
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Impact of long term guarantees measures and transitionals

Amount with Long
Term Guarantee Impact of Impact of | Impact of volatility | Impact of matching
measures and transiti on itil on dj set dj set
tr iti technical pr interest rate to zero to zero
Ccoo10 C0030 C0050 C0070 C0090
Technical provisions RO010 58,342,488 62,495 - 448,059 -
Basic own funds R0020 4,211,091 -48,236 - -333137 -
Eligible own funds to meet Solvency Capital Requirement RO050 4,211,091 -48,236 - -333137 -
Solvency Capital Requirement R0O090 2,644,655 10,369 - 67,241 -
S.23.01.22
Own funds
Tier1- Tier1-
Total unrestricted restricted Tier2 Tier3
C0010 C0020 C0030 C0040 C0050
Basic own funds before deduction for participations in other financial sector
Ordinary share capital (gross of own shares) RO010 12 12 -
Non-available called but not paid in ordinary share capital at group level R0020 - - >< - ><
Share premium account related to ordinary share capital R0030 - - -
Initial funds, members' contributions or the equivalent basic own - fund item for mutual and mutual-type
undertakings R0040 - - -
Subordinated mutual member accounts R0O050 - - - -
Non-available subordinated mutual member accounts at group level RO060 - - - .
Surplus funds RO070 - -
Non-available surplus funds at group level RO080 - -
Preference shares R0090 - - - -
Non-available preference shares at group level RO100 - - - .
Share premium account related to preference shares RO110 - - - -
Non-available share premium account related to preference shares at group level R0120 - - - -
Reconciliation reserve R0O130 2,880,649 2,880,649
Subordinated liabilities R0140 1,330,430 125,430 1,205,000 -
Non-available subordinated liabilities at group level RO150 - - - -
An amount equal to the value of net deferred tax assets RO160 - - -
The amount equal to the value of net deferred tax assets not available at the group level R0170 - -
Other items approved by supervisory authority as basic own funds not specified above R0180 - - - - -
Non available own funds related to other own funds items approved by supervisory authority RO190 - - - - -
Minority interests (if not reported as part of a specific own fund item) R0200 - - - - -
Non-available minority interests at group level R0210 - - - - -
Own funds from the financial statements that should not be represented by the reconciliation
reserve and do not meet the criteria to be classified as Solvency Il own funds
Own funds from the financial statements that should not be represented by the reconciliation reserve
and do not meet the criteria to be classified as Solvency Il own funds R0220 -
Deductions
Deductions for participations in other financial undertakings, including non-regulated undertakings
carrying out financial activities R0230 - - - - -
whereof deducted according to art 228 of the Directive 2009/138/EC R0240 - - - - -
Deductions for participations where there is non-availability of information (Article 229) R0250 - - - - -
Deduction for participations included by using D&A when a combination of methods is used R0260 - - - - -
Total of non-available own fund items R0270 - - - - -
Total deductions R0280 - - - - -
Total basic own funds after deductions R0290 4,211,091 2,880,661 125,430 1,205,000 -
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S.23.01.22
Own funds, cont.

Tier1- Tier1-
Total unrestricted restricted Tier2 Tier3
Co010 C0020 C0030 C0040 C0050
Ancillary own funds
Unpaid and uncalled ordinary share capital callable on demand R0300 - -
Unpaid and uncalled initial funds, members' contributions or the equivalent basic own fund item for
mutual and mutual - type undertakings, callable on demand R0O310 - -
Unpaid and uncalled preference shares callable on demand R0320 - - -
Letters of credit and guarantees under Article 96(2) of the Directive 2009/138/EC R0340 - -
Letters of credit and guarantees other than under Article 96(2) of the Directive 2009/138/EC R0350 - - -
Supplementary members calls under first subparagraph of Article 96(3) of the Directive 2009/138/EC R0360 - -
Supplementary members calls - other than under first subparagraph of Article 96(3) of the Directive
2009/138/EC R0370 - - -
Non available ancillary own funds at group level R0380 - - -
Other ancillary own funds R0390 - - -
Total ancillary own funds R0400 - - -
Own funds of other financial sectors
Credit Institutions, investment firms, financial insitutions, alternative investment fund manager, financial
institutions R0410 - - - -
Institutions for occupational retirement provision R0420 - - - - -
Non regulated entities carrying out financial activities R0430 - - - -
Total own funds of other financial sectors R0440 - - - - -
Own funds when using the D&A, exclusively or in combination of method 1
Own funds aggregated when using the D&A and combination of method R0450 - - - - -
Own funds aggregated when using the D&A and combination of method net of IGT R0460 - - - - -
Total available own funds to meet the consolidated group SCR (excluding own funds from other financial
sector and from the undertakings included via D&A ) R0520 4,211,091 2,880,661 125,430 1,205,000 -
Total available own funds to meet the minimum consolidated group SCR R0530 4,211,091 2,880,661 125,430 1,205,000
Total eligible own funds to meet the consolidated group SCR (excluding own funds from other financial
sector and from the undertakings included via D&A ) R0560 4,211,091 2,880,661 125,430 1,205,000 -
Total eligible own funds to meet the minimum consolidated group SCR R0570 3,214,973 2,880,661 125,430 208,882
Minimum consolidated Group SCR RO610 1,044,411
Ratio of Eligible own funds to Minimum Consolidated Group SCR R0650 3.08
Total eligible own funds to meet the group SCR (including own funds from other financial sector and
from the undertakings included via D&A ) R0660 4,211,091 2,880,661 125,430 1,205,000 -
Group SCR R0680 2,644,655
Ratio of Eligible own funds to group SCR including other financial sectors and the undertakings
included via D&A R0690 159
Reconciliation reserve
Tier1-
C0060 unrestricted
Reconciliation reserve
Excess of assets over liabilities R0700 3,463,951
Own shares (held directly and indirectly) RO710 -
Foreseeable dividends, distributions and charges R0720 400,000
Other basic own fund items RO730 12
Adjustment for restricted own fund items in respect of matching adjustment portfolios
and ring fenced funds R0740 -
Other non available own funds RO750 183,291
Reconciliation reserve R0O760 2,880,649
Expected profits
Expected profits included in future premiums (EPIFP) - Life business RO770 410,619 -
Expected profits included in future premiums (EPIFP) - Non-life business R0O780 - -
Total Expected profits included in future premiums (EPIFP) R0O790 410,619 -
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S.25.01.22

Solvency Capital Requirement - for undertakings on Standard Formula

Market risk

Counterparty default risk
Life underwriting risk
Health underwriting risk
Non-life underwriting risk
Diversification

Intangible asset risk

Basic Solvency Capital Requirement

Gross solvency

Calculation of Solvency Capital Requirement

Operational risk
Loss-absorbing capacity of technical provisions
Loss-absorbing capacity of deferred taxes

Capital requirement for business operated in accordance
with Art. 4 of Directive 2003/41/EC

Solvency capital requirement excluding capital add-on
Capital add-ons already set

Solvency capital requirement

Other information on SCR

Capital requirement for duration-based equity risk sub-
module

Total amount of Notional Solvency Capital Requirements for
remaining part

Total amount of Notional Solvency Capital Requirement for
ring fenced funds

Total amount of Notional Solvency Capital Requirement for
matching adjustment portfolios

Diversification effects due to RFF nSCR aggregation for
article 304

Minimum consolidated group solvency capital requirement
Information on other entities

Capital requirement for other financial sectors
(Non-insurance capital requirements)

Capital requirement for other financial sectors
(Non-insurance capital requirements) - Credit institutions,
investment firms and financial institutions, alternative
investment funds managers, UCITS management companies
Capital requirement for other financial sectors
(Non-insurance capital requirements) - Institutions for
occupational retirement provisions

Capital requirement for other financial sectors
(Non-insurance capital requirements) - Capital requirement
for non- regulated entities carrying out financial activities
Capital requirement for non-controlled participation
requirements

Capital requirement for residual undertakings
Overall SCR

SCR for undertakings included via D and A
Solvency capital requirement

capital requirement uspP Simplifications

C0110 C0080 C0090

RO010 2,764,541 Spread risk
R0020 75725

R0030 1,213,075 - -

R0040 42,057 - -

R0050 - - -
R0060 —773,595
R0070 -
R0100 3,321,804
Value
C0100
R0130 121721
R0140 -612,690
R0150 -248198
R0160 62,617
R0200 2,644,655
R0210 -
R0220 2,644,655
R0400 -
R0410 -
R0420 -
R0430 -
R0440 -
Gross solvency
capital

requirement USP Simplifications

Cco110 C0080 C0090
R0470 -
R0500 -
R0510 -
R0520 -
R0530 -
R0540 -
R0550 -
R0560 -
R0570 2,644,655
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S.32.01.22
Undertakings in the scope of the group
Group
Inclusion in the scope solvency
Criteria of influence of Group supervision calculation
Method
% used for Propor- used and
the estab- tional share under
Type of code Category lishment of used for Date of method 1,
of the ID of (mutual/ % consoli- % group decision if treatment
Identification code the under- Legal Name of Type of non mutu- Supervisory | capital dated | voting Other Level of solvency art.214is of the
Country of the undertaking taking the undertaking | undertaking Legal form al) Authority share accounts rights | criteria | influence | calculation Yes/No applied | undertaking
coo10 €0020 €0030 C0040 €0050 C0060 0070 €0080 o180 0190 €0200 €o0210 €0220 0230 C0240 0250 €0260
Insurance
holding
company as
defined in Included
Art. 2126 [f] into scope Method 1:
of Directive Finansinspe- of group 01/01/2016 Full consoli-
Sweden 52990041849IRJR5QS72 Nordea Life Holding AB | 2009/138/EC Non-mutual ktionen 1 1 1 Dominant supervision 00:00:00 dation
Included
into scope Method 1:
Livsforsikringsselskabet Composite of group 01/01/2016 Full consoli-
Norway 959922659 Nordea Liv Norge AS undertaking N L 1 1 1 Dominant supervision 00:00:01 dation
Included
into scope Method 1:
Nordea Liv og Pension, ofgroup | 01/01/2016 | Full consoli-
Denmark 529900CTPO9HCID2CH74 Livsforsikringselskab A/S Life insurer N itual 1 1 1 Dominant supervision 00:00:02 dation
Included
into scope Method 1:
Nordea Life Assurance Forsakring Finans- of group 01/01/2016 Full consoli-
Finland 529900KO08EYX3I3MTH59 Finland Ltd Lifeinsurer | Aktie Bolag [ Non-mutual sivalonta 1 1 1 Dominant supervision 00:00:03 dation
Undertak-
ings pursu-
ing both life Included
and non-life into scope Method 1:
Nordea Livsforsakring insurance |  Forsakring Finans- of group | 01/01/2016 | Full consoli-
Sweden 529900MUOVWA4HO6TQA34 Sverige AB activity | Aktie Bolag | Non-mutual inspektionen 1 1 1 Dominant supervision 00:00:04 dation
Non-regulat-
ed undertak-
ing carrying
out financial Not included
activities as into scope
Nordea Powszechne defined in of group Method 1:
Towarzystwo Emerytalne | Art. bis [33] supervision | 01/01/2016 | Full consoli-
Poland 31094 SA. of Level 2 Non-mutual 1 1 1 Dominant (art.214 a) 00:00:05 dation
Non-regulat-
ed undertak-
ing carrying
out financial Not included
activities as into scope
defined in of group Method 1:
Nordea Pensions Estonia | Art. 1bis [33] supervision | 01/01/2016 | Full consoli-
Estonia 11469303 AS of Level 2 Non-mutual 1 1 1 Dominant (art.214 a) 00:00:06 dation
Non-regulat-
ed undertak-
ing carrying
out financial Not included
activities as into scope
defined in of group Method 1:
Nordea Pensions Latvia | Art. 1bis [33] supervision 01/01/2016 Full consoli-
LATVIA 40103170952 IPAS of Level 2 Non-mutual 1 1 1 Dominant (art.214 a) 00:00:07 dation




