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The PFA Group’s history dates back to 1917. The share capital of the parent company, PFA Holding,
amounts to DKK 1 million, and the company may distribute a total maximum dividend amount representing
5 per cent of the share capital, equal to DKK 50,000. Thus, the ownership structure underpins PFA’s
objective to create maximum value for its customers.
The structure of the PFA Group was changed as from 31 December 2013, at which date the ownership
of the companies PFA Portefølje Administration, PFA Kapitalforvaltning and PFA Udbetalingsbank was transferred from PFA Pension to PFA Holding. The objective is to strengthen the overall corporate governance
structure of the Group. The change creates greater openness and transparency for the individual business
areas, and PFA Holding will gain direct ownership of the business areas and insight into them.
Shareholders of PFA Holding are the PFA Fonden and other shareholders, who primarily comprise the
founding organisations from 1917, whose members and employees are mainly customers of PFA.
The Annual Report deals with the PFA Group, and the consolidated financial statements comprise the
following companies:
• PFA Holding A/S (parent company)
• PFA Pension, forsikringsaktieselskab
• PFA Soraarneq, forsikringsaktieselskab
• Mølholm Holding A/S and Mølholm Forsikring A/S
• PFA Ejendomme A/S with subsidiaries
• PFA Invest International A/S with subsidiaries
• PFA Professionel Forening (the “Professional Association”)
• PFA Kapitalforvaltning, fondsmæglerselskab A/S (PFA Asset Management)
• PFA Portefølje Administration A/S (PFA Portfolio Administration)
• PFA Udbetalingsbank A/S
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Simplicity. Simplicity. Simplicity.
A great many people regard the issue of pension as very complex. Some
find it boring as well. This makes entering into a dialogue with our customers
challenging, and getting them involved in the process all the more so.
People tend to think: “Everything in due course. No need to think about
pension plans just now.”
For this reason, we have to see pension from the customers’ perspective.
And simplify the message. Initially, this led us to introduce PFA Pensionstallet
– the Pension Estimator – in 2012. A tool that targets the end-user by
providing a simple figure showing the strength of his or her pension savings
– and answering the question: “Will my savings last through retirement?”
Last year we introduced PFA Optimator. At tool targeted at decisionmakers and showing what others in the same position do when it comes
to pension plans.
In 2013 we also made an effort to “explain” to our customers what CustomerCapital really is, offering them a simple calculator showing how much of this
extra PFA capital can be expected on retirement.
We have also made an effort to make our and other stakeholders’ knowledge
available to the Danish business sector via our arrangements, PFA Briefer –
PFA Briefs.
At suitable points in this Annual Report we will briefly elaborate on and
visually illustrate the above initiatives by way of small breakers. Consider
them a welcome diversion from all the figures.
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Preface

The PFA Group is undergoing extremely positive

2013 meant that PFA has been delivering a positive

growth. For several years, PFA has been expanding

return every year for 12 successive years now – a

its business volume by maintaining a solid cus-

unique track record in Denmark.

tomer inflow, realising consistently high investment
returns, being highly innovative with its products

Customers saved DKK 3.3 billion

and services, offering improved customer experi-

more than in 2012

ence and streamlining its operations. Coupled with

Customers paid DKK 25.6 billion into their PFA plans

PFA’s unique business model, this development has

in 2013. This is DKK 3.3 billion more than the year

ensured a high level of value creation for customers.

before, which, incidentally, was a record year for
PFA. This highly satisfactory growth derives both

In 2013 this pattern continued. Above all, custom-

from existing customers and from a number of

ers saw the value of their pension savings grow

new customers who chose PFA as their pension

when they saved via their PFA Plus plan. For PFA’s

company. This vouches for great confidence in PFA,

life-cycle product based on market rate, returns

which we will do our utmost to live up to in the

peaked at 20.8 per cent before tax. Even customers

years ahead.

who have opted for a conservative saving strategy
and chosen the lowest risk profile obtained returns

The bulk of payments for the year – about two

ranging between 3.6 per cent and 6.4 per cent,

thirds – went into PFA Plus plans. Launched in

depending on their proximity to retirement. These

2009, this life-cycle product has swiftly become

returns are extremely competitive and among the

the preferred savings product for the largest Danish

best performing among those offered by compa-

companies. Overall, 285,000 customers had a total

nies on the pension market.

savings balance of more than DKK 63 billion in their
PFA Plus plans at year-end – 90 per cent more than

Thus, 2013 was a bright investment year for cus-

the previous year.

tomers. Even more importantly, PFA’s return performance remains equally strong over time. Looking

The growth in payments to PFA, coupled with

three, five and eight years back PFA Plus has been

strong returns makes a clear mark on the balance

delivering some of the most outstanding returns

sheet total, which climbed by DKK 48 billion to

in Denmark, a fact highlighted by various media

DKK 417 billion. We expect PFA to grow significantly

in 2013 and in early 2014. For example, custom-

during the next few years, with keener competi-

ers who have been saving via PFA’s recommended

tion, more stringent capital requirements and strict-

profile C since 2009 obtained an overall investment

er requirements on pension players’ IT systems,

return of about 60 per cent to 90 per cent. The

general services and advisory services ultimately

lowest returns came for customers on the brink of

resulting in increased consolidation.

retirement. The highest for those with more than
20 years to retirement.

Size, and thus growth in business volume, is a keystone for a pension company like PFA that channels

At PFA we chiefly measure our return results in

maximum value created back to its customers. It

the long historical perspective, with good returns

gives PFA even greater potential for taking advan-

being accumulated and thus securing high savings

tage of economies of scale and pushing down unit

for customers. If we look at PFA’s total investment

costs for the benefit of customers.

business, yet another positive investment return in

6
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PFA has successfully streamlined its business and

statements of ACMT/AMR engender a unique trans-

sharply increased its activity level for several years

parency. Internationally, Denmark is at the forefront

without seeing a similar surge in expenses. Since

of this area. To this should be added the overview

2008, customers’ payments have risen by almost

options and elective choices that individual pension

60 per cent, while PFA’s total expenses have grown

companies give customers via their own websites,

by only 3 per cent.

tablets and face-to-face consultancy efforts.

Mounting capital strength – PFA well-geared

PFA took a number of new advisory and communi-

for the challenges of tomorrow

cation initiatives in 2013 to lift the customer experi-

PFA boosted its capital strength in 2013, which

ence, and we have improved our pension portals,

gives customers additional reassurance that

a focus that we will strengthen in future to make

PFA is well-geared for the future. Moneywise,

pensions even more relevant, customer-oriented

total reserves increased by almost DKK 1 billion

and easy to grasp.

to DKK 23.5 billion. PFA’s solvency ratio stood at
240 per cent at end-2013 against 210 per cent at

PFA’s corporate responsibility

end-2012. This means that PFA’s excess capital

Since 2009, PFA has been a co-signer of the

is almost one and a half times higher than the

UN Global Compact. PFA still supports the 10

solvency requirement. Thus, PFA has lifted its

international principles that form the framework for

solvency ratio by a total of 84 percentage points

PFA’s policies, guidelines and work with corporate

over the last five years.

responsibility.

CustomerCapital is key to PFA’s capital strength,

The respect for human rights constitutes a key

and CustomerCapital stood at a total of DKK 20+

issue in PFA’s policy for corporate responsibility and

billion at the end of the year. Of this amount,

ethics and the policy for responsible investments,

Collective CustomerCapital represented almost 

PFA’s Code of Conduct and PFA’s whistleblower

two thirds, which is allocated to PFA’s existing

scheme. In 2013, PFA focused on developing and

and new customers on a regular basis.

improving the processes necessary for handling
human rights dilemmas responsibly. This includes

Competition – more important

developing a method for screening a country’s

than ever before

acceptability as an investment location and thus

Competition in the pension sector is more impor-

whether PFA, in its capacity as a responsible

tant than ever before, because consumers get

investor, can invest in the given country’s govern-

better terms when competition becomes keener. In

ment bonds.

particular, competition among pension companies
to offer the best pension plan lowers insurance

The past year’s efforts within corporate respon-

cover prices and the costs of managing corporate

sibility, including PFA’s new objectives for the

pension plans. This mechanism is based on the

underrepresented gender on the management

fact that the players become more efficient and

team, the status of the year’s work on responsible

increase their innovative capability to be on top.

investments and PFA’s overall reporting, including
structures, priorities and results, is dealt with in

The keener competition is underpinned by efforts

more detail in PFA’s CSR report and on the pfa.dk

to increase transparency and give consumers better

website. The Danish CSR report is published simul-

potential for comparing prices. Pension companies’

taneously with the Annual Report, and both are

statement of annual costs in monetary terms or

published at pfa.dk/OmPFA.

percentages is an important tool for navigating the
market. Combined with the PensionsInfo platform,

Yours sincerely

which provides consumers with an overview of
all their pension plans and public benefits, these

Svend Askær		

Henrik Heideby

Chairman of the 		

Group CEO

Supervisory Board		

and President
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Selected PFA events from 2013

January

April

Morningstar: PFA Plus profile C yielded the

Visma Consulting and Copenhagen Business

best return for market rate customers in 2012

Academy are new tenants at PFA

In general, 2012 was a year of positive returns

PFA Ejendomme leased 13,000 m² of office space

across pension companies’ market rate products,

and educational facilities to the consulting firm and

where high risk generally provided a higher return.

the business academy, both of which are bringing

Morningstar tracks 15 life-cycle profiles of commer-

new jobs to Kgs. Lyngby. Prior to granting the

cial pension companies and published its analysis

lease, PFA had enlarged the property with a new

in the daily Jyllands-Posten. Generally speaking, the

building, almost doubling the floor space.

best returns of the year were generated by profiles
with 30 years until retirement. PFA’s high-risk pro-

Period for advance tax payment extended

file with 30 years until retirement yielded a return

The political parties behind the broad Growth Plan

of 18.1 per cent in 2012 – the highest of the year

compromise agreed to extend the scheduled ad-

across the 15 profiles.

vance tax payment of endowment pensions with a
tax rebate until 2014.

February
BT: PFA had best returns

This provides PFA customers with new possibilities

The daily BT studied investment returns for custom-

for converting endowment pension plans in 2014

ers of the four largest pension companies having a

with a tax rebate of 2.7 per cent. This was posi-

so-called average interest rate pension plan in the

tive news for individual customers, as far from all

five-year period from 2008 to 2012. The analysis –

customers had managed to learn whether the tax

calculated by an independent broker – shows that

rebate was beneficial for them.

PFA customers received the most: almost 35 per
cent more than customers of the two other biggest

Annual General Meeting 2013

players.

The Annual Report of PFA Holding A/S was approved by the Group’s Annual General Meeting on

2012 CSR Report

24 April, and the decision was made to distribute a

Along with the Annual Report, PFA published a

dividend of DKK 50,000.

report detailing its corporate social responsibil-

8

ity, progress and results. The report describes a

Peter Ibsen, Chairman of the Danish Confedera

series of action areas and results, including the

tion of Public Employees of 2010, was re-elected

fact that PFA formalised and published guidelines

to the Supervisory Board. Karsten Dybvad, CEO 

for responsible investments in government bonds,

of the Confederation of Danish Industry, and

introduced a code of conduct for PFA’s external

Per Tønnesen, General Secretary, the Union of

suppliers and increased its transparency with more

Commercial and Clerical Employees in Denmark,

open communication about CSR on pfa.dk.

were elected as new members of the Supervisory
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Board. Hans Skov Christensen, Director, withdrew

According to its current strategy, PFA seeks

from the Supervisory Board. Deloitte was re-elected

to increase its investment in real property.

as PFA’s auditor.

A key element of the investment strategy is
the purchase or development of well-situated

May

corporate headquarters. This is exemplified by PFA’s

PFA surges forward in image survey

investments in the Portland silos in the Nordhavn

PFA advanced 15 spaces in an image survey con-

district and in commercial properties on the former

ducted by the daily Berlingske Business Magasin.

Scala site in Copenhagen’s Vesterbro district.

The survey compiles the assessments of four
thousand executives from the 140 highest-profile

PFA wins property investment award

companies in Denmark. PFA was ranked 26th.

PFA Ejendomme won the “Best Core Investment”

PFA had the third-strongest image of any financial

award at the IP Real Estate Awards presented to

company and received a clear first ranking in the

leading European property investors. PFA received

pension sector.

the award in recognition of the results generated
by the company.

DONG Energy chooses PFA
as its pension provider

The jury chose PFA to be the recipient due to the

Following a lengthy call for tenders, DONG Energy

company’s strong, detailed and knowledge-based

is switching to PFA and will become a new customer

strategy, which had yielded specific results in

from 1 June. The agreement comprises 5,000

the form of better-than-benchmarked returns. In

employees with annual contributions of DKK 375

addition, the jury recognised the clear correlation

million, and health insurance for 5,800 employees.

between the property investments and PFA’s longterm interests as a pension company.

PFA buys a building site in Nordhavn
PFA Ejendomme is buying a large building site

PFA Plus has the lowest costs

from CPH City and Port Development. The site is

The periodical Penge & Privatøkonomi has com-

situated on Redmolen in Copenhagen’s Nordhavn

pared the price of pension savings in the market

district. This makes it possible for PFA to construct

rate plans of seven commercial pension companies

a 55,000 m² building complex. The properties will

and six banks. The periodical concluded that PFA

primarily be commercial, but about 10 per cent may

Plus has the lowest annual costs (DKK 12,344),

be used for housing.

which is half the cost of the most expensive
pension company. According to the periodical’s
analysis, banks were significantly more costly with
annual costs in monetary terms (ACMT) of between
DKK 21,033 and DKK 44,497.
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June

NREP Logistics was launched by Nordic Real Estate

Takeda Pharma chooses PFA

Partners (NREP) in March 2010 and currently has a

Takeda Pharma has placed its pension plan with

portfolio of around 25 top-quality logistics proper-

PFA as of 1 June. The plan covers more than 500

ties in Sweden, Denmark, and Finland. The portfo-

employees with expected annual contributions of

lio is currently valued at SEK 3.6 billion.

DKK 43 million.
PFA: the first certified team
PFA is best at generating returns

of pension advisers

for its customers

PFA is the first pension company to have its entire

In an analysis of the ability of commercial pension

team of pension advisers certified by Forsikrings-

companies to generate investment returns on mar-

akademiet (the Danish Insurance Academy) to

ket rate products, PFA led the field. The analysis

supplement their formal education. A total of

was published by the business daily Børsen and

65 pension advisers have completed the certifica-

was based on a 40-year-old individual customer

tion process.

who expects to retire at the age of 67. The customer deposited DKK 500,000 in a pension plan seven

PFA issued with an enforcement order

years ago and paid in subsequent annual contribu-

by the Danish FSA

tions of DKK 50,000. The analysis was prepared

PFA received an enforcement order from the

by an independent consulting firm and shows that

Danish FSA to cease giving equal status to collec-

after seven years with PFA, the return on pension

tive bonus provisions and equity as concerns com-

savings was 16 per cent higher than the pension

mercial discounts for existing and new customers.

plans of the poorest performing player.

The decision primarily affects accounting policies
and targets the capital that may be put into use

PFA leases 2,256 m² to successful

when a company fixes a market price for a pension

Aarhus biotech company

plan. PFA disagrees with the decision and appealed

CLC bio has leased 2,256 m² from PFA Ejendomme

it in July.

comprising four storeys in Prismet, situated next to
the City of Aarhus open-air museum “The Old Town”.

PFA buys bank from Finansiel Stabilitet

The total floorage of the property is 13,087 m², and

PFA bought the former Cantobank from Finansiel

other tenants include Gorrissen Federspiel, Colliers

Stabilitet at the end of June 2013.

International Danmark and Danske Bank.
PFA is taking over the bank without customers, but
PFA invests DKK 740 million in property fund

with the permits required to operate a bank and

PFA Ejendomme is investing DKK 740 million in

connections to Denmark’s banking infrastructure.

NREP’s Logistics Fund 1 by purchasing the Swedish

This means that the technical foundation for

pension fund SPP’s 47.5 per cent holding in the fund.

establishing PFA’s forthcoming “Udbetalingsbank”
is in place.

10
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PFA Udbetalingsbank will primarily offer investment

Health insurance is integral to PFA’s sales of pen-

and savings solutions to PFA customers who are

sion solutions as almost all companies and organi-

either nearing retirement age or who have already

sations choose to buy both pension and insurance

retired.

plans. Mølholm Forsikring specialises in health
insurance only and will continue to focus on this

PFA and SE invest in wind turbines

area in the future. Having two brands with differ-

PFA and the SE energy group are investing DKK 760

ent product contents and service concepts widens

million in 272 land-based wind turbines. The pur-

PFA’s scope for providing differentiated health

chase was the first of a joint venture between SE

products depending on customer needs.

and PFA called “SE Blue Renewables”.
Mølholm Forsikring has 50 employees and, in 2012,
The wind turbines were acquired from DONG

its premium earnings were DKK 307 million and its

Energy, and the total output capacity is 196 MW.

profit before tax was DKK 40 million. Mølholm is

They constitute the first investment in a market

domiciled in Odense and its business focus is

offensive aimed at making SE and PFA market lead-

Denmark. The company collaborates with around

ers in land-based wind turbines. In addition to the

60 private hospitals and clinics in Denmark, three

wind turbines purchased from DONG Energy,

in Germany, two in Sweden and two in Spain.

SE also contributed nine of its own land-based
wind turbines, with a total output of approximately

New agreement consolidates partnership

25 MW, to SE Blue Renewables.

with Letpension
PFA has entered into a new five-year collaboration

SE and PFA will each own 50 per cent of SE Blue

agreement with the banks behind Letpension, and

Renewables. The 272 wind turbines being pur-

PFA will have the option of acquiring a 49 per cent

chased from DONG Energy are an important part

interest in Letpension in 2014.

of the government’s energy plan, which covers the
period leading up to 2020.

The agreement will intensify PFA’s commercial and
strategic focus on developing personal-customer

PFA buys Mølholm Forsikring A/S

sales, and will enable PFA to build up additional

PFA has entered into an agreement to take over

economies of scale in the production system in

Mølholm Holding A/S, thus acquiring full owner-

terms of product development, IT solutions and

ship of Mølholm Forsikring A/S. Mølholm Forsikring

pension administration.

specialises in health insurance with a treatment
guarantee and is one of the biggest players in the

In 2010, PFA and the banks behind Letpension

sector with gross premium earnings of around

entered into an expanded collaboration concerning

DKK 300 million, 180,000 customers and more

the distribution of PFA’s products (insurance cover-

than 4,000 corporate agreements.

ing the loss of occupational capacity and death,
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as well as life annuity) via the banks. The agree-

September

ment expired in 2013, but has now been renegoti-

PFA invests a quarter of a billion DKK

ated up until 2018. The collaboration gives PFA

in growth success

access to around 400,000 personal customers. Let-

PFA bought a share of Welltec for DKK 257 mil-

pension was formed by more than 100 banks, and

lion. The proceeds of the acquisition consolidate

has some 1,000 branches throughout Denmark.

Welltec’s capital base and can be used for further
developing the company’s activities in the area

PFA confers prize at CBS

of intervention solutions based on robot technol-

For the second consecutive year, PFA awarded the

ogy and completion solutions for the oil and gas

prize for best undergraduate dissertation in the

industry.

Bachelor of Commerce (Organisation and Management) programme at Copenhagen Business School.

The company is growing faster than the competi-

The prize was awarded to two students whose dis-

tion and is recognised as one of Denmark’s export

sertation described a company that had undergone

successes. Welltec is listed in Denmark’s Export

radical changes in a short period of time, and how

Canon.

this process had imposed heavy demands on the
company’s ability to transform quickly in dynamic

High comprehensibility on digital portals

surroundings. The dissertation received the highest

PFA’s ongoing customer satisfaction surveys on

mark possible: 12.

the digital portals “My Pension” and “pfa.dk” show
that customers find that the information on prod-

August

ucts and insurance cover is provided in easy-to-

PFA buys property portfolio

understand language. The two portals were rated

PFA is acquiring the Absalon Portfolio from

7.4 on a scale of 1 to 10.

Nykredit, with the takeover date 1 September 2013.
The transfer comprises a total of 13 properties with

Pension details are easier to explain on digital

combined floorage of around 36,000 m², used for

media than in letters to customers, for instance.

housing, retail and office space, respectively.

In digital media, we are more brief and concise in
what we write and have better options for visualis-

PFA strengthens its advisory services centre

ing content using graphs, etc.

PFA is strengthening the customer services provided by the advisory services centre by improving the

October

managerial structure, employing additional advisers

Haldor Topsøe chooses PFA

to handle the rising number of customer enquir-

as new pension partner

ies, and raising service targets for the serving of

The environmental and climate company Haldor

customers by telephone and e-mail. For instance,

Topsøe is switching to PFA Pension from 1 January

80 per cent of all e-mails are replied to within

2014. The pension plan comprises 1,500 employ-

three hours and, from October, opening hours were

ees, with annual premiums representing DKK 110

lengthened to 8:00 – 17:00 Monday through Friday.

million. The plan also includes PFA’s health insurance products.
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PFA enters into partnership agreement

The investment agreement was finally signed by

with Børn, Unge & Sorg

the Danish Minister of Finance in November 2013

PFA has entered into a partnership agreement

and approved by the Danish Parliament in January

with the organisation Børn, Unge & Sorg (children,

2014.

young people and grief). Each year, Børn, Unge &
Sorg’s psychologists help around 1,600 children

November

and youths to cope with a difficult phase of their

PFA temporarily stops giving customers

lives when illness and death affect their immedi-

a transfer bonus

ate family. The help is provided either as individual

A new Bill concerning transfer bonuses in the pen-

therapy or group therapy or by providing advice to

sion sector was sent for consultation with a view

parents and networks. In addition, Børn, Unge &

to adoption by the Danish Parliament in 2014. This

Sorg’s many young volunteers – who themselves

Act will impose new regulations in the area. For

have lost family members – support around 1,000

this reason, PFA temporarily suspended payment

young people a year by providing advice via chat

of its transfer bonuses to customers transferring

functions, telephone and correspondence columns.

pension savings from average interest rate plans
to market rate plans. Once there is certainty about

PFA is in contact with 4,500 customers and their

the new regulations, PFA will resume its transfer

next-of-kin a year who are qualified to receive the

bonus offer.

payout from a life insurance plan or a plan covering
critical illness or loss of occupational capacity. They

PFA agrees that it is good for consumers that

receive information about the professional advisers

pension companies take a uniform approach to

and group therapy available through Børn, Unge &

these calculations so individual customers with

Sorg.

plans in other companies also have access to their
reserves. These new regulations will apply going

PFA will invest DKK 800 million

forward. In other words, PFA will not change its

in DONG Energy

terms retroactively.

The Danish State (represented by the Danish
Ministry of Finance) and DONG Energy A/S have

PFA launches new tool for decision-makers:

entered into an agreement with Goldman Sachs,

PFA Optimator

ATP and PFA on the principal terms for an invest-

PFA is introducing a new online tool: PFA Optima-

ment that will lead to the three parties investing

tor, which is intended to help Danish companies

a total of DKK 11 billion in DONG Energy A/S by

make decisions concerning their pension solution.

subscribing for new shares. PFA’s interest will
constitute DKK 800 million.

With PFA Optimator, companies can benchmark
their pension terms in relation to one another. This

The parties have agreed to apply for a listing of

qualified basis makes it easier to make decisions

DONG Energy on the stock exchange once the

concerning one’s own pension solution.

prerequisites have been established.
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PFA Optimator is intended for all companies (not

December

only PFA customers) and its face is former interna-

PFA invests DKK 240 million in wind turbines

tional football star Michael Laudrup.

PFA is making DKK 240 million available through
EKF (Denmark’s official export credit agency) for

PFA wins an award for the most effective ad

the purchase of Danish wind turbines by an Irish

– again

energy company. The funds will be converted di-

PFA won an Advertising Effectiveness Award for the

rectly into the purchase of Vestas wind turbines,

2013 campaign for “Pensionstallet.dk” (the Pension

benefiting Danish exports and growth. EKF provides

Estimator). The award lauds the campaign with the

a guarantee for the money.

biggest effect on the bottom line. The “Pensionstallet.dk” campaign also turned out to have a big

The state-owned Irish energy company Bord Gáis

impact, exemplified by the fact that pension figures

Eireann is currently in the process of erecting and

were calculated more than 200,000 times during

enlarging a number of wind farms. Vestas will pro-

the campaign period.

vide the wind turbines for the Lisheen II wind farm
(output: 24 MW) to be located near Moyne, Tipper-

The reasons stated by the jury for giving the award

ary, in central Ireland. The project sizeably enlarges

to PFA included the extensive involvement of em-

the wind farm already located at the site.

ployees who contributed to ensuring a clear correlation with a focus on transforming something

PFA has earmarked a total of DKK 10 billion to

complex, slightly dull and uninteresting to custom-

finance Danish exports, which EKF will guarantee.

ers into something simple, easy to grasp, visually
Analysis in Berlingske:

powerful and relevant.

PFA best at long-term returns
In October, PFA also won the award for Best Inter-

An analysis published in the daily Berlingske Ti-

active Film Online at the True Awards (Danish ad-

dende assesses commercial companies’ ability

vertising awards) for PFA’s informative, entertaining

to generate investment returns over a number of

“Pensionstallet.dk” campaign.

years. The newspaper lists eight years of pension companies’ returns for the most widely used

Individual customers prefer e-Boks

market rate pensions. The analysis concludes that

Forty percent of individual customers targeted by

PFA Pension outperforms its competitors by a wide

a campaign in October and November chose to

margin. The analysis also shows that returns are

register PFA’s letters for e-Boks (secure electronic

higher in managed funds than in the cheaper in-

mailbox solution). Only 10 per cent declined and

dexed funds.

wished to continue receiving letters from PFA in
their physical mailboxes. More than 100,000

PFA continues to support UN principles

individual customers have registered letters from

PFA and five Danish pension companies decided to

PFA for e-Boks, and PFA will run a new campaign

withdraw from the private organisation working to

targeting other customers up until March 2014.

promote the UN-backed “Principles for Responsible
Investment” (PRI). From 2014 onwards, the

14

Annual report

PFA Holding

2013

six investors will continue to observe the UN-

The calculations were based on an individual who

supported principles, but without being a member

has saved DKK 1 million and has 30 years until

of the PRI organisation, until it once again fulfils

retirement. In this model, the analysis showed that

basic requirements for good corporate governance.

over the past three years, PFA had generated a 34
per cent return to customers with a PFA Plus profile

PFA buys ISS global headquarters

C plan, the same profile PFA usually recommends

PFA Ejendomme is taking over a 6,215 m² property

to Plus customers. This was almost 10 percentage

from De Københavnske Ejendomsselskaber and at

points higher than that generated by companies

the same time granting a 15-year lease to ISS World

with the lowest returns, and, over the past three

Services A/S, who will use the property as its global

years, the customer’s pension savings would have

headquarters. NNIT A/S – situated in Søborg, north

been DKK 100,000 higher with PFA than with the

of Copenhagen – was previously housed in the

other companies.

property.
PFA Udbetalingsbank is ready
PFA Brug Livet Fonden (PFA Live Life

PFA was ready to launch PFA Udbetalingsbank on

Foundation) supports four new causes

the first working day of the new year: 2 January.

A prosthetics centre which produces prosthetics

This will give the pension company’s customers the

for civilian victims of the war in Afghanistan. A

possibility of combining pension savings and other

shelter for street girls in India. An association that

investments in one place.

helps adults impacted by the sequelae of sexual
abuse in childhood and youth. And a patients’

The bank will focus solely on offering deposit

association which forms networks between family

accounts, investment products and expert advice

members and patients suffering from hydrocepha-

targeting customers with pension plans in PFA –

lus. These four causes are being supported by

both before and during the disbursement of their

the PFA Live Life Foundation with a total of DKK

pension savings. The new bank is housed in PFA

150,000. This marked the fourth time that the PFA

Pension’s headquarters in Copenhagen’s Nord-

Live Life Foundation has granted funding.

havnen district, from where all advisory and other
services will be provided to customers.

Morningstar: PFA customers received one of
the best pension returns in the market

The investment solutions and advisory services

Calculations from the independent analysis agency

provided by PFA Udbetalingsbank will be based on

Morningstar published in Berlingske Tidende

the experience obtained from the PFA Plus product,

showed that PFA, AP Pension and Topdanmark

with which PFA’s customers are already familiar.

generated the best pension returns for market rate
customers.
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PENSIONSTALLET –
PENSION ESTIMATOR
Am I saving enough for my retirement?
This is the question that many people ask themselves, but the
answer keeps blowing in the wind. Many soon-to-retire people are
woefully unprepared for their golden years and unsure whether
their savings are sufficient to meet their needs.
There was an obvious need to develop a method enabling consumers to gain an overview of their pension plans. Pension needed to
be transformed into something tangible and concrete.
This was how the PFA Pension Estimator came to be. If, for instance,
you have a pension estimate of 72, then your income when you
retire will correspond to 72 per cent of your income today. In addition, the Pension Estimator takes into account all kinds of savings
and makes them tangible. This quickly provides the broad picture
that will reveal whether any adjustments are required.
The PFA Pension Estimator is a simple tool designed for everybody.
Customers at PFA as well as customers elsewhere. With this tool,
your pension plan is in focus – not your pension provider.
Why not check your own pension estimate using the PFA Pension
Estimator at pensionstallet.dk?

Investment activities – economic conditions

After several years on shaky ground, the global

Positive growth in the USA propped up stock

economy gained a better foothold at the beginning

markets

of 2013. The yearlong downturn on the US housing

From the beginning of the year there was great

market has been reversed. The Federal Reserve’s

concern that the tightening of the US fiscal policy

aggressive bond purchases had pushed down long-

would check the revival. However, this was not the

term interest rates, thus lowering financing costs

case. Even though taxes were raised and public

in the US to their lowest level in decades. This has

budgets were cut in 2013, the revival continued,

gradually lifted confidence in the future and whet-

driven by growth in private consumption and

ted investors’ risk appetite.

investments.

2013 was an extremely strong year for shares and

The fiscal tightenings were introduced at an apt

correspondingly bleak for bonds. The bond market

time when the economy was in gear, supported

was adversely impacted by the prospect of the

by growing employment, car sales and mounting

Federal Reserve slowing down its bond-buying

lending. The progress is reinforced by the fact that

programme, improved growth prospects and the

interest expenses are at their lowest level in more

fact that bond rates were low at the turn of the

than 40 years compared with disposable income.

year. Thus, the 10-year Danish interest rate stood

Companies are solid and have bulging cash bal-

at as little as 1.15 per cent at the beginning of 2013.

ances. The foundation of the US upswing has
been gradually firming during the year, and the
brighter outlook is driven by the new budget agreement and the prospect of further monetary policy
relaxations in 2014.

Global share prices
Index
(31 Dec. 2012 = 100)

Denmark

USA

Emerging markets
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24 June 2013

2013 was a stellar year for shares. While shares on the
mature market in the US, Japan and Europe yielded high
returns, shares on emerging markets yielded negative returns.
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Monetary policy relaxed in Japan and the EU

Europe easing out of recession

Japan has been inspired by the ultra-relaxed US

After more than a year in the clutches of recession,

monetary policy. The recently appointed central

growth regained slightly positive momentum in the

bank governor in Japan sent an uncompromising

Eurozone in summer 2013. Low interest rates were

signal at the beginning of the year, stating that the

a driving force, as was a signal from the European

Bank of Japan would fight deflation in Japan with all

Central Bank that it was prepared to do whatever

means, including via a bond purchase programme

necessary to secure the euro’s stability and sus-

twice as large as the American one in proportion to

tainability. In contrast to the US, however, the un-

the size of the Japanese economy.

employment curve has not yet been inverted, nor
has a correspondingly solid foundation under the

In the Eurozone, the President of the European

banking sector been created, and 2013 did not see

Central Bank, Mario Draghi, announced that inter-

any widespread growth in companies’ earnings.

est rates would remain at the current low level or
even lower for a prolonged period of time. Thus,

To this should be added greatly differing economic

both Japan and the Eurozone signalled an extended

situations in several of the large countries. Ger-

time with a slack monetary policy.

many is in the midst of an economic revival, while
Southern European countries are still struggling
to free themselves from the grips of the financial
crisis.

Mounting GDP growth in 2013

Eurozone

USA
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2013
After several years on shaky ground, the global economy
gained a better foothold at the beginning of 2013.

Rising confidence in the Eurozone
Growth indicator: PMI for the industry
Consumer confidence (right axis)
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In the Eurozone, President of the European Central Bank
(ECB) Mario Draghi announced that the ECB will do
whatever necessary to save the euro, and that interest
rates will remain at the current low or an even lower
level for a prolonged period of time. This has helped
lift confidence in the Eurozone markedly.
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For this precise reason, the requirements regarding

The glass is still considered half empty

public savings in the Eurozone were eased during

If you look at consumer confidence in the world’s

the year. Coupled with the more relaxed monetary

largest and most important consumer nation – the

policy and better growth outlook in the important

US – it still lingers somewhat below the long-term

US economy, this will help move growth forward.

average. This reflects the fundamental distrust that
the financial crisis has left with, so to speak, all

While shares on the mature markets in the US,

decision-makers, households and investors. This

Japan and Europe have been generating higher

poses a challenge because it creates inertia in the

returns, shares on emerging markets have yielded

economy and subdues growth – but also holds

negative returns. PFA’s portfolios had an over-

potential. There is still energy and a potential that

weight of shares from mature markets throughout

can be released if optimism gradually returns.

2013. Returns on emerging markets have been
negatively impacted by a number of factors: falling

Thus, 2013 was the first year since the onset of

commodity prices, less robust growth data from

the financial crisis that private investors purchased

China and Latin America and social unrest in sev-

more shares than they sold. Throughout the 2008-

eral countries. To this should be added the fact

2012 period, investors generally had a strong pref-

that the Federal Reserve’s announcement that it

erence for bonds.

will shrink its bond-buying programme has led to
capital seeping out of the growth economies.

We expect this change in the allocation between
bonds and shares to continue in 2014, backed by
the brighter outlook for the US economy. There
are several events that could alter this pattern, for

Denmark’s balance of payments
Balance of payments, excl. energy

instance a hard landing of the Chinese economy or

Balance of payments, incl. energy

disappointing global growth, which may precipitate

12

a new euro crisis. The largest risk lies in the Federal
Reserve’s tapering of its massive bond-purchasing

10

programme.

8
6
4
2
0
There is still great confidence in the Danish economy
on the financial markets, particularly due to a large and
growing surplus on the balance of payments.
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Fed reducing the pace of its bond purchases

Solid Danish economy

A well-timed downscaling of the Federal Reserve’s

Financial markets still hold great confidence in

bond purchases will presumably put bonds in

the Danish economy. A large and growing surplus

a stronger headwind than shares, since the US

on the balance of payments, substantial foreign

economy’s positive growth potential is the reason

exchange reserves and a stable political climate

for the downscaling. To this should be added that

contribute to this confidence. However, investors

bonds are the asset that has been directly backed

have used Danish bonds as a safe haven to a less-

by the Fed.

er degree than in 2012. This is not due to a more
negative view of the Danish economy, but a more

However, the debt level is still high in the USA,

positive view of economies in the Eurozone, includ-

and there is a risk that the Federal Reserve will

ing greater optimism on the bonds markets in Italy

miscalculate the situation and reduce its bonds

and Spain. As a result, Danish interest rates during

purchases too early. This scenario could fuel a new

the year rose more sharply than the German rates,

crisis in the US economy. If the Fed tightens up too

and the ten-year Danish interest rate stood at 1.98

late, the economy and the stock market could over-

per cent at the end of the year – slightly above the

heat. The Fed’s downscaling of bond purchases

corresponding German interest rate. The mount-

has, however, had a negative rubbing-off effect on

ing optimism on financial markets helped make the

financing costs on emerging markets, and the new

Danish share market, with a hike of 28 per cent

price course mapped by the Fed could also impact

(KAX), one of the best in Europe.

these economies negatively in 2014.
In terms of growth, the Danish economy is still
We expect a positive year for risk-prone assets and

stuck in the slow lane. Private consumption was

moderate, positive returns on traditional bonds.

still stagnant, despite mounting consumer con-

Overall, we expect lower returns for market rate

fidence and a more stable housing market. The

products than in 2013. The road to a satisfac-

high debt level in private households kept Danish

tory risk-adjusted return in 2014 goes through a

households cautious. A high cost level contributed

well-diversified portfolio and a flexible investment

to curbing exports and investments.

strategy, which takes into account the changing
monetary policy signals from central banks.

However, the low pay increases and low inflation
rate in Denmark gave rise to signs of growth in
competitiveness. The most recent economic indicators seem to show that climbing employment, together with the anticipated growth in the European
and the US economies, will contribute to slightly
higher growth rates in 2014.
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Investment return
– high returns to customers with market rate products
With a total investment return of DKK 2.4 billion

The somewhat lower investment return in 2013

2013 turned out to be yet another year in which

compared with 2012 is due to rising interest rates,

PFA recorded a positive investment return. Thus,

which particularly affected investment returns on

PFA continued in its unique investment perfor-

average interest products.

mance track, and as the only pension company in
Denmark it has been delivering positive returns for
12 consecutive years. Combined, the investment
return amounts to DKK 176 billion over the 12-year
period.
Investment return 2002-2013 (accumulated)
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Best return for customers

Customers at PFA Plus obtained a return on their

with market rate products

savings of somewhere between 3.6 per cent and

As regards market rate products, where customers’

20.8 per cent before tax. In PFA Plus profile C, the

savings can be invested freely, PFA has generated

profile that customers typically selected, returns

some of the market’s very best returns.

ranged between 7.3-15.9 per cent before tax, depending on customers’ proximity to retirement.
Several external analyses reported in the

Return on PFA Plus (YTD) end-December 2013

media during the year singled out PFA Plus
Years to retirement

30

15

5

0

PFA Plus profile D

20.8 %

13.7 %

10.1 %

9.2 %

PFA Plus profile C

15.9 %

10.9 %

8.1 %

7.3 %

PFA Plus profile B

11.1 %

8.1 %

6.0 %

5.5 %

PFA Plus profile A

6.4 %

5.3 %

4.0 %

3.6 %

as the product having the highest value
generation capability. This is greatly due to

Return for PFA Plus profiles includes CustomerCapital.
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PFA investment experts’ ability to time the
active shift between various asset types
just right, while also selecting the best
investment instruments.

Specialised investment competence

Expenses have a major cumulative impact on returns

Relatively soon after the financial crisis struck in

in the long perspective.

2008, PFA shifted substantial investments from
price-sensitive shares to more secure bonds, and

Finally, the return from CustomerCapital contributes

in summer 2009 PFA increased its investments in

to a higher overall return to customers at PFA. Cus-

credit bonds at the expense of government and

tomerCapital yielded a return of 20 per cent in 2013.

mortgage credit bonds. The shift paid off in the following years’ returns.

PFA recommends market rate products
Since the onset of the financial crisis, plunging

As the financial crisis abated, PFA began increasing

interest rates on government and mortgage credit

its portfolio of shares anew. In autumn 2012 and

bonds in Denmark and in other major markets have

early 2013, PFA further increased its portfolio of risk-

resulted in major price gains on the very large bond

prone assets, such as shares and credit bonds, for

portfolios. In the future perspective, the return

which reason PFA Plus customers got full value for

potential is considered extremely limited, as the

their money in 2013, the very year in which shares

absolute interest level remains at an all-time low

and credit bonds performed markedly better than

despite the slight interest rate increases over the

government and mortgage credit bonds.

past year.

Similarly, an ongoing increase of the properties port-

As 2013 has shown, returns on both government

folio at the expense of government and mortgage

and mortgage credit bonds risk being negative in

credit bonds also contributed to respectable returns

future years. For market rate products, which do

during the period under review. Thus, PFA commit-

not have guaranteed benefits, the investment port-

ted itself to investing DKK 5 billion in new property

folios have been composed of investments expect-

projects in 2013. By virtue of a stable return that

ed to give the best long-term return, and the share

exceeds the yield on traditional bonds, properties

of risk-prone assets is significantly higher than for

have proved an attractive alternative to government

average interest rate products.

and mortgage credit bonds.
Transfer bonus
PFA also took a cautious approach to investing in

PFA’s market rate product, PFA Plus, has the extra

emerging markets and held fewer shares in such

advantage that since 2009 PFA has paid all cus-

markets in 2013. This proved wise, precisely because

tomers transfering from average interest rate plans

the emerging market asset class reported negative

to market rate plans a share of the reserves. PFA is

returns in the wake of downward-adjusted growth

the only pension company doing so.

expectations for emerging markets and a phase-out
of the monetary policy stimuli in the USA.

This standing offer has greatly benefited customers
and is in tune with PFA’s business model, whose

However, the key to PFA’s good performance is not

principal aim is to create value for customers. The

merely its ability to choose the right time to adjust

transfer bonus has been calculated according to

how investments are diversified – termed “asset

applicable rules, and the calculation method has

allocation” among experts – another key factor

been refined on an ongoing basis in close dialogue

is PFA’s relatively low expenses for its investment

with the Danish Financial Supervisory Authority to

management activities.

ensure that the model is fair to both customers
transferring out of average interest rate plans and
those who choose to hold on to them.
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As from 30 October 2013, PFA has temporarily sus-

PFA is in the process of developing a new model

pended its offer of a transfer bonus for customers

and expects to be able to offer a transfer option

moving from an average interest rate plan to a mar-

that complies with this new model in Q2 2014.

ket rate plan, as the Danish government will reportedly issue new legislation regarding the calculation

Lower return on average interest rate

method to be used for transfer bonus.

products
For customers with an average interest rate plan,

PFA believes that customers moving from an aver-

a major share of their savings is invested in bonds

age interest rate plan to market rate products in

and is interest-hedged to protect the guaranteed

a pension company should have a share of the

benefits. Consequently, the return was affected

reserves. We need to have uniform rules, thereby

by rising interest rates in 2013, and thus declining

benefiting consumers because individual customers

bond prices over the year, which, however, were

in other companies would thus also obtain access

offset by a lower present value of future obliga-

to a share of such companies’ reserves when mov-

tions.

ing out of an average interest rate plan.

Monetary rates

Eurozone

USA

Japan

7
6
5
4
3
2
1

The connection between return and interest rate
on policyholders’ savings at PFA Pension

Return before investment expenses
Investment expenses
Investment return for customers
Collective pension yield tax
Operational risk charge on equity and CustomerCapital
Result of other activities

Jan 2013

Jan 2012

Jan 2011

Jan 2010

Jan 2008

Jan 2007

Jan 2009

Policyholders’
savings

Individual
CustomerCapital

1.0 %

1.8 %

(0.6) %

(0.5) %

0.3 %

1.4 %

0.4 %

-

(0.5) %

1.5 %

-

2.9 %

Change in value adjustment of insurance liabilities

1.6 %

-

Transfer from customers’ unallocated bonus reserves /
Collective CustomerCapital

0.2 %

14.3 %

Interest rate on policyholders’ savings before tax /
interest on Individual CustomerCapital

2.0 %

20.0 %

Interest rate on policyholders’ savings before tax,
including 5 per cent CustomerCapital
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2.9 %

The total return on customer funds (N1F) amounted

and human rights are founded, were integrated

to -0.9 per cent. Interest group 1 recorded a posi-

into PFA’s investment process. The guidelines are

tive return of 0.3 per cent, while the other major

also central principles of PFA’s model for responsi-

interest groups recorded negative returns ranging

ble investments in government bonds. The model,

between -1.9 per cent and -2.4 per cent.

and the countries in which PFA has chosen to invest, can be seen on pfa.dk.

Return and interest rate on policyholders’ savings
on PFA’s largest interest groups

Interest rate group

Return

Interest rate on policyholders’ savings,
incl. ICC return 2013

Active ownership
The principle regarding active ownership is a cornerstone of our work on responsible investments.
We give dialogue with companies a high priority,

1

0.3 %

2.9 %

2

(2.4) %

2.9 %

3

(2.2) %

2.9 %

4

(1.9) %

2.9 %

the aim being to encourage responsible value generation on their part and thus secure the highest
maximum long-term investment return.
In the dialogue with companies and external

For average interest rate products, the extra

managers regarding breaches of PFA’s policy and

return from CustomerCapital meant that PFA

guidelines, we have focused special attention on

was able to give customers with CustomerCapi-

producers of convention-violating weapons, which

tal a higher interest rate on their savings than

PFA systematically excludes from its investments.

the other companies which, like PFA, observe

PFA’s RI Board makes the decision as to whether a

the agreement between ‘Forsikring & Pension’,

company should be excluded, or whether the dia-

the Danish Insurance Association and the Dan-

logue should continue.

ish Ministry of Business and Growth, which
specifies that the interest rate on policyhold-

In 2013, PFA mapped externally managed index-

ers’ savings may not amount to more than 2

linked funds in the ‘You Invest’ platform. In future,

per cent. Including the return on the Individual

customers who choose to invest individually should

CustomerCapital, the interest rate on policy-

be able to place their funds in index-linked funds

holders’ savings at PFA amounted to 2.9 per

without risking that they might be contributing to

cent in 2013.

the production of convention-violating weapons.

In previous years when PFA offered high invest-

Read more about the results of the commitment

ment returns on average interest rate plans,

dialogue and the screening in PFA’s CSR report and

PFA made sure to reserve part of the return to

on pfa.dk.

consolidate the unallocated bonus reserves.
Accordingly, PFA is in a position to honour

Supporting the UN principles

customers’ guaranteed benefits even when we

Since 2009, PFA has been a co-signer of the UN-

encounter years with low investment returns.

backed principles of responsible investments, PRI,
and has been working on integrating the principles

The table on the previous page shows the con-

and relating progress and results in its yearly re-

nection between returns and interest rate on

porting. Together with a number of Danish inves-

the savings of customers with average interest

tors, PFA chose to step out of the organisation at

rate products in interest group 1. Miscellaneous

end-2013 in response to managerial issues in the

expenses connected with investing and running

organisation.

PFA are deducted from the investment return.
PFA still supports the six international principles
Responsible investments

that PRI was intended to promote and in keeping

In 2013, PFA continued its efforts to strengthen the

with the principles will continue to report on chal-

processes for making responsible investments. One

lenges, progress and the results of screenings and

area of focus has been to ensure that the due care

active ownership.

principle, on which the UN guidelines on business
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Strong value generation for customers

For many years, PFA has been delivering consist-

The activity level has risen with only a limited in-

ently high returns to its customers. The excellent

crease in the insurance operating expenses. The

results are due primarily to our business model,

increase should be seen against the fact that 2013

which is based on a principle of maximum value

saw the launch of several new initiatives through-

generation for customers, on which PFA was found-

out the Group as well as many new customers

ed back in 1917.

implemented. At the same time, PFA has executed
a number of development projects as a result of

97 per cent of the value generated is passed

new statutory requirements.

on to customers
PFA’s unique value creation concept with its Cus-

As part of in its endeavours to create greater

tomerCapital ensures that the largest possible

openness and transparency, PFA has granted its

portion of the investment return is passed on to

customers access to viewing all direct and indirect

customers, who get a share in the value created,

expenses connected with saving in PFA. They are

both by way of direct individual returns paid to

calculated as annual expenses shown in monetary

each customer and as an increase in customers’

terms (ACMT) and in per cent (APR) and can be

unallocated reserves.

seen at pfa.dk together with the customers’ pension summary.

Viewed over the past three years, 97 per cent of
the value that PFA has created via its investments

In addition to a standard ACMT/APR, PFA also dis-

has been passed on to its customers.

closes a separate PFA-specific ACMT/APR. Account
is taken of PFA’s unique business model with its

Focus on expenses

CustomerCapital, of which about three-quarters of

Of the major pension companies in the environ-

the annual operational risk charge, etc. is chan-

ment prone to competition, PFA is the one in which

nelled back to customers.

customers pay the lowest overall expenses.
According to the industry’s standard methodology,
The expense ratio of premiums dropped addition-

the total APR for market rate products and average

ally from 4.0 per cent in 2012 to 3.8 per cent in

interest rate products combined amounted to 1.0

2013. This decline is due to the fact that the busi-

per cent in 2013, whereas the benefits offered by

ness volume rose faster than expenses. This dem-

CustomerCapital meant an overall PFA-specific APR

onstrates that PFA is operated efficiently for the

of only 0.7%.

benefit of its customers.
APR – PFA Pension 2013
Average
interest rate
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Market
rate

Total

Standard APR

1.0 %

1.1 %

1.0 %

PFA-specific APR

0.7 %

0.5 %

0.7 %

PFA OPTIMATOR
Do my employees have the right pension plan?
This is the question that many employers ask themselves without
really knowing the answer. One challenge is to prepare plans for your
employees, and another is to feel that they are in line with competitors. You also want to offer better plans than other companies in
the market and profile your business on that basis. Or realise your
insufficiencies and improve some terms and conditions.
This is why there was a need to develop a tool enabling decisionmakers to navigate their decision-making process properly.
PFA Optimator proved to be the solution. It is a simple digital
tool that can be used for designing a pension plan, while constantly
showing how others in your line of business do it.
A simple benchmark approach that makes complex pension issues
easy to grasp and gives the decision-maker confidence in his or
her choice.
PFA Optimator is a simple tool designed for everybody. Customers at
PFA as well as customers elsewhere. With this tool,
your pension plan is in focus – not your pension provider.
Design your own pension plan for your employees and see what
your competitors do at optimator.dk.

PFA and the market

won market shares and consolidated its position
as a market leader in 2013. Total payments to PFA
amounted to DKK 25.6 billion compared with DKK
22.3 billion in 2012.

Competition on the market for pension plans is
becoming keener these years. PFA finds this de-

Total payments
30

velopment positive and actively supports it, because it offers consumers better terms. We have

25

seen greater transparency, and consumers have
been given better options for comparing prices
and terms. At the same time, several players are
entering the competition-prone part of the corporate pension market.

20
15
10

PFA has a strong platform for meeting the com-

5

petition, and we expect sustained growth in the
coming years. PFA’s assets under management
rose by DKK 48 billion to DKK 417 billion at end2013 compared with DKK 370 billion at end-2012.

0
DKK
billion

2009

2010

2011

2012

2013

The growth reflected the intake of new custom-

Total assets in DKK billion

ers opting for PFA, but also a very high long-term
500

customer retention rate. Low costs and the ability
to generate higher returns and confidence in PFA’s

400

business model, which gives customers an extra
high share of the value created, provide a strong

300

platform for customer retention. Another feature is
a unique IT platform, which can also support more

200

individualised options in future for customers who
wish to influence the management of their savings

100

more directly, for example.

0
DKK
billion

PFA is primarily focused on retaining long-term cus2009

2010

2011

2012

2013

tomer relations. When selling new pension plans,
PFA uses a selective approach and has refused or
withdrawn from several pension tender rounds in

The growth puts PFA in a better position to realise

2013, as the tender documents failed to provide

economies of scale, which will benefit its custom-

enough leeway for a profitable customer relation-

ers via PFA’s special business model. The more

ship.

assets we have under management, and the more
customers that join PFA’s technological platform,

PFA has developed a structured implementation

the lower the unit costs will be for the benefit of

concept that ensures new customers a smooth and

both new and existing customers.

effective transition to PFA. The concept has been
a key to PFA’s successful growth over the past

Growth in payments of DKK 3.3 billion

few years, enabling PFA to win some of the larg-

PFA experienced highly satisfactory growth in cus-

est companies in Denmark and to get thousands

tomers’ payments. This growth meant that PFA

of customer accounts in place within a few, short
months.
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Certified team of pension advisers

225,000 calls to the advisory services centre

PFA is a business that exists for its customers and

PFA extended the opening hours of its advisory

stresses personal counselling that gives customers

services centre to between 8:00 and 17:00 daily.

face-to-face time with our highly qualified staff.

At the same time, we took on more employees to

Online tools and the digital universe are important,

maintain our high service targets. In total, the advi-

but cannot stand alone. Instead, digital tools are

sory services centre received 225,000 calls against

available to customers as an easy supplement to

228,000 in 2012. On average, customers waited for

personal service.

1½ minutes.

PFA’s pension advisers conducted more than

During the past few years, the volume of e-mails

53,000 pension consultations. Almost every fourth

from customers has been rising, and in 2013 the

consultation took place via telephone and using

advisory services centre received 62,000 e-mails

PFA’s online pension consultation, which allows the

compared with 50,000 in 2012 and 42,000 in 2011.

adviser and customer to see the same computer

Today, 80 per cent of all e-mails are answered

screen. This figure is expected to increase over the

within four hours of receipt.

next few years.
Customer satisfaction
PFA has focused on refining its advisory services,

Customer satisfaction at PFA has been nudging up

including enhancing pension advisers’ qualifica-

over the past years. The overall customer satisfac-

tions. All pension advisers were certified in 2013 in

tion rate is measured on an ongoing basis and

consultation with the Danish Insurance Academy.

reached 7.9 on a scale of 1-10 in 2013.

Thus, PFA’s advisers have received extra training
and passed individual tests in both insurance proficiency and communication skills.
All pension advisers must pass this exam to work
as a PFA adviser.

Customer satisfaction 2011-2013
8
7
6
5

As a result of the implementation of an EU Directive – the MiFID Directive – PFA’s counselling on
investment services to private customers must

4
3

comply with a number of requirements that apply

2

throughout Europe’s financial sector. The objective

1

is to ensure a high level of consumer protection.
Consequently, 30 advisers have been MiFID certified
so that they can advise customers on how to invest

0
Scale 1-10

2011

2012

2013

their private savings via services from PFA Udbetalingsbank, which opened in early 2014. At the end

The continued focus on improving pension advis-

of the year, all pension advisers are expected to be

ers’ qualifications and performance and the devel-

MiFID certified.

opment of modern IT tools to support counselling
form the backdrop to this climbing customer sat-

The PFA Pension Estimator has now been fully

isfaction rate. Customers can assess the quality of

implemented as an integral part of the pension

PFA’s service when they have been in touch with

consultation at PFA. Thus, all customers know their

us. Satisfaction with a specific customer service

results obtained via the PFA Pension Estimator

ranges around 9.0 on a scale of 1-10 as concerns

when they have met with a PFA adviser.

both online pension consultation, telephone counselling and a face-to-face pension consultation.
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Health activities and claims settlement

PFA’s Health Centre also increased the service value

PFA re-launched its health activities in 2013. This

and raised the number of decisions per claims pro-

meant that PFA entered the market with integrated

cessor by about 20 per cent in the second half of

and coherent portal solutions, with the new online

2013 compared with the first half of the year.

consultancy solutions for consumers and businesses – health screening, company reports and

Increased efficiency

pfasund.dk – having been integrated into the pen-

PFA is growing and has expanded its business

sion plan and drawing on the company’s insurance

on an ongoing basis with new activities, and the

data.

Group now comprises more financial entities under
the supervision of the Danish Financial Supervisory

Busy Health Centre

Authority.

The general growth at PFA has resulted in a heightened activity level at the Health Centre, which also

At the same time, in recent years there have been

handles claims processing at PFA. Customers ben-

many rule changes in the pension areas. PFA’s

efit greatly from the fact that they can have their

customers have regularly chosen to switch from the

claims processing and settlement questions dealt

traditional average interest rate products to market

with according to the one-door principle.

rate plans in PFA Plus. In total, the number of new
and transferred individual customer accounts hav-

Focus has been on ensuring efficient top-quality

ing signed up for PFA Plus plans increased signifi-

customer service based on personal advisory

cantly in 2013.

services and claims processing. The Health Centre
has handled 15 per cent more customer cases than
in 2012.

Development in the number of PFA Plus customers
300

Claims expenses are rising slowly, with fewer
health insurance expenses, an increase in expenses

250

relating to critical illness and higher benefit disbursements following loss of occupational capacity.

200

The work on active claims processing has cut PFA’s
150

provisions by DKK 60 million.
In total, employees at PFA’s Health Centre handled
136,000 phone calls with an average response rate

100
50

of 96.5 per cent and an average response time of
50 seconds.

0

In 2013, the Health Centre lifted its streamlining

‘000

2010

2011

2012

2013

efforts by 14 per cent in the wake of process improvements and enhanced employee performance.

The growth has lifted the activity level at PFA. In

Customer satisfaction was maintained at a high level

spite of this, PFA’s total costs have risen only 3

somewhere between 8 and 9 on a scale of 1-10.

per cent since 2008. During this period PFA has
rearranged the use of its resources so they can be
deployed in the customer service area to a higher
extent.
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Development in payments and expenses since 2008

and improves efficiency

160

The investment in technology has proved to be an

140

essential platform for boosting customer experience, ensuring smooth implementation of new

120

customer accounts and constantly improving case

100

processing. For this reason, PFA has invested in a
number of improvements in claims handling and

80

removed a number of tasks formerly carried out

60

manually, for instance in the payment and tax reporting area. Overall, this has meant that in spite

40
Index
= 100

Technology boosts customer experience

of growth it has been possible to reduce manning
2008

2009

2010

2011

2012

Payments

2013

Expenses

at PFA’s administrative units for the benefit of more
customer-targeted functions – and thus maintain a
high customer satisfaction rate.

Since 2008, total payments grew by almost 60 per cent,
while expenses rose by as little as 3 per cent.

PFA’s administrative units have succeeded in handling the massive customer growth and also reducing the number of employees in the area. The
streamlining efforts have included:
• Simplifying the production apparatus by extensively consolidating the number of insurance
systems from four to two. A major conversion
process that has resulted in massive savings and
a better customer experience. To this should be
added the fact that the number of product varieties was reduced by 25 per cent, which makes
it easier for customers to get an overview and
simplifies administration.
• Digitalising and redesigning major key processes,
which has resulted in an efficiency enhancement
of almost 30 per cent in several areas.
• Implementing structured production planning and
management that ensures efficient prioritisation
of tasks and optimum use of resources.
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Management and organisation

PFA is entrusted with the great responsibility that

Annual General Meeting of shareholders and

comes from managing and overseeing the pen-

the Supervisory Board

sion savings of Danish citizens. This is why PFA

PFA’s supreme authority is the group of sharehold-

bases its business on the trust of its customers,

ers in general meeting, and the Annual General

employees and society at large, and the integrity

Meeting of shareholders is held every year before

of our company is a core element in the business

the end of April. The AGM elects the Supervisory

relationship.

Board, which is charged with overall management
of the company’s affairs.

Trust and integrity are a primary concern of all PFA
staff members. We call this fair and reasonable

PFA Pension and PFA Holding have an interlocking

conduct. It means that PFA should run its busi-

Supervisory Board. This board is composed of 10

ness fairly and responsibly when it comes to its

members elected by the shareholders at the gen-

employees, its customers and society as a whole.

eral meeting, and five members elected by employ-

PFA’s conduct is in keeping with Danish legislation,

ees. Nine board meetings were held in 2013 plus

industrial standards and the international principles

the annual strategy seminar.

regarding CSR and sustainability under which PFA
has decided to do business.

The Supervisory Board’s duty is to supervise the
company’s business activities and ensure that the

PFA’s actions spring from the company’s strategy,

company is run in a responsible manner and in

its business needs and internal values. They are

keeping with statutory provisions and the Articles

anchored in a number of policies originating in the

of Association. The Supervisory Board appoints and

company’s approach to risk.

dismisses the company’s Executive Board, Chief Actuary and Internal Auditor. In consultation with the

PFA’s business model

Executive Board, the Supervisory Board decides on

In 2013, the Supervisory Board adopted an updated

the company’s daily management and operations.

business model that provides a detailed description

At all ordinary board meetings, the Supervisory

of the company’s business areas, products, cus-

Board receives a report on the company’s opera-

tomer base, distribution and key activities, etc. The

tions, financial statements, investments, capital

business model focuses on value creation and the

and risk issues and technical accounts.

risks associated with PFA’s activities.
The chairmanship consists of the Chairman and the
The business model is rooted in PFA’s unique busi-

Vice-Chairman of the Supervisory Board, who, to-

ness base and governance structure, which form

gether with the Executive Board, prepare the Su-

the background to PFA’s objective to create maxi-

pervisory Board’s meetings. The Supervisory Board

mum value for its customers and be their preferred

has set up an Audit Committee and a Remuneration

company.

Committee. The Supervisory Board is elected for
four years at a time and, and retiring members are

The business model underpins the strategic meas-

eligible for re-election.

ures implemented with respect to minimising risks

34

at all times and keeping costs & expenses and con-

Evaluation by the Supervisory Board

tributions to equity down so that the value gener-

Taking the PFA business model and associated risks

ated in the PFA Group is first and foremost passed

as its point of departure, the Supervisory Board

on to its customers.

performs an evaluation of the work of the Super-
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visory Board and of the Executive Board at least

monitor and control auditors’ impartiality. In 2013,

once a year, with a view to creating more value

PFA’s Audit Committee held five meetings. At sev-

and ensuring that the Supervisory Board’s work

eral meetings, both internal and external auditors

improves continuously.

participated.

The evaluation includes an assessment of the Su-

Remuneration Committee

pervisory Board’s results, the organisation of its

PFA has developed a business model that focuses

work and the Supervisory Board’s composition and

on creating value for customers. To this end, ef-

qualifications, including whether the Supervisory

forts are focused on generating the maximum

Board members collectively possess the knowledge

investment return and keeping direct and indirect

of and experience with the company’s risk struc-

expenses at a minimum, and thus delivering maxi-

ture necessary to ensure the proper running of the

mum value to customers.

business.
This business model means that remuneration
The Supervisory Board also undertakes an annual

throughout the PFA Group is based on fair and

assessment of the Executive Board’s reporting to

equitable principles. Thus, employees are to be

and briefing of the Supervisory Board, including the

remunerated with due regard paid to the Group’s

quality of the material submitted to the Supervisory

objective of generating maximum value for its

Board.

customers, both in the short and the long terms.
Accordingly, salaries are not to include incentives,

Overall, the evaluation process in 2013 concluded

which may encourage unnecessary risk assumption.

that, individually and combined, the Supervisory
Board’s composition and the qualifications of its

At the same time, the PFA Group wishes to ensure

members reflect the requirements of the compa-

competitive remuneration throughout the business

ny’s situation and position. The reporting from the

so as to match the value generated. Remuneration

Executive Board was also assessed as satisfactory

should conform to market standards and be deter-

for the Supervisory Board’s work.

mined with due regard to the PFA Group’s wish to
attract and retain qualified employees at all times.

Audit Committee

Together with other employment terms, remunera-

PFA’s Audit Committee is composed of three mem-

tion should reflect the customers’ and the compa-

bers of the Supervisory Board.

ny’s interests and promote the long-term objective
of creating value for customers as well as fostering

• Jørn Neergaard Larsen, chairman

sound and efficient risk management.

• Svend Askær
• Torben Dalby Larsen.

PFA’s Remuneration Committee is composed of
three members of the Supervisory Board.

The Audit Committee’s responsibilities include
monitoring the financial reporting process and the

• Svend Askær, chairman

statutory audit of the financial statements and

• Erik G. Hansen

overseeing the efficiency of the company’s inter-

• Karsten Dybvad.

nal controls, internal audit and risk management
systems. Furthermore, the Audit Committee must
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On behalf of the Supervisory Board, the Remunera-

term interests. Furthermore, the Committee may

tion Committee carries out the preliminary work of

discharge other tasks that might impact the Com-

drafting the salary policy for the Supervisory Board,

mittee’s ability to assess remuneration. The Remu-

the Executive Board and other major risk takers,

neration Committee reports on a regular basis to the

including recommending the salary policy for the

Supervisory Board and held two meetings in 2013.

Supervisory Board’s approval and submitting a
proposal for the Executive Board’s remuneration

For information about remuneration issues, refer-

to the Supervisory Board. In its preliminary work,

ence is made to the remuneration report for 2013,

the Committee is attentive to the company’s long-

to be published in April 2014.

Supervisory Board and Committee Meetings at PFA Pension
during the period 1 January – 31 December 2013
Supervisory Board meetings
Supervisory Board member

Chairmanship meetings
Participation

Supervisory Board member

Participation

Svend Askær

9

Svend Askær

9

Jørn Neergaard Larsen

8

Jørn Neergaard Larsen

9

Klavs Andreassen

9

Number of meetings

9

Hans Skov Christensen
(withdrew at the AGM in April 2013)

3

Lars Christoffersen

8

Supervisory Board member

Karsten Dybvad (joined the Board
at the AGM in April 2013)

4

Jørn Neergaard Larsen

5

Gita Grüning

9

Svend Askær

5

Erik G. Hansen

9

Torben Dalby Larsen

5

Peter Ibsen

8

Number of meetings

5

Hanne Jensen

8

Thomas P. Jensen

9

Per Jørgensen

9

Torben Dalby Larsen

9

Mette Risom

Audit Committee meetings
Participation

Remuneration Committee meetings
Supervisory Board member

Participation

Svend Askær

2
1

9

Hans Skov Christensen
(withdrew at the AGM in April 2013)

Laurits Rønn

9

Erik G. Hansen

2

Per Tønnesen (joined the Board
at the AGM in April 2013)

6

Karsten Dybvad (joined the
Committee at the AGM in April 2013)

1

Number of meetings

9

Number of meetings

2

The Executive Board

Customer Board

At PFA, the Group Management consists of four

PFA has set up a Customer Board with up to 70 key

persons:

decision-makers from our largest corporate and organisational customers. Supervisory Board member

• Henrik Heideby, Group CEO and President

Torben Dalby Larsen is Chairman of the Customer

• Anne Broeng, Group Executive Vice President

Board. The Customer Board serves as the connect-

and CFO

ing link between customers and PFA’s management

• Lars Ellehave-Andersen, Group Executive Vice
President and CCO
• Jon Johnsen, Group Executive Vice President
and COO
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and ensures close relations with our customers.

The Customer Board held three meetings in 2013,

The Supervisory Board and the executive tier with

during which it discussed pension policies issues,

few participants are easily influenced by occasional

new products and services and was briefed about

changes, and PFA is focused on attracting qualified

the company’s progress, new pension rules and

female candidates for both Supervisory Board posts

terms related to pension.

and managerial posts in general, and over time
reaching the desired target figures. The associ-

New strategy successfully implemented

ated work is described in more detail in PFA’s CSR

PFA has developed a transformational model with

Report, and the statement on target figure per-

an associated PFA Scorecard to handle the execu-

formance and the policy for the underrepresented

tion of PFA’s strategy and demonstrate the key

gender on the management team for PFA Group

business results. The tools are also used to convey

companies can be accessed on the CSR pages at

the strategy internally.

pfa.dk, under the submenu item “About PFA”.

PFA’s transformational model unified the strategic

A breakdown by gender of management levels at

development projects within five beacon areas –

PFA for 2013 is as follows: 47 per cent female team

value creation, customer experience, controlled

leaders, 35 per cent female executive employees,

market development, performance organisation

12 per cent female directors and 25 per cent female

and reputation. The PFA Scorecard sums up the

executive vice presidents.

results. Group Management reported the status of
the Scorecard to the Supervisory Board on a quar-

Staff turnover measured over the year for all types

terly basis. Executive employees’ bonus depends

of employee departures was 7.7 per cent compared

on the score achieved in PFA’s Scorecard.

with 11.6 per cent in 2012. The turnover rate for
staff that chose to resign was 4.0 per cent on aver-

The Executive Board communicated information

age. Overall, PFA took on 133 employees in 2013

about PFA’s strategy, transformational model and

compared with 156 in 2012. At the end of the year,

Scorecard to executives and staff members on a

PFA had 1,235 full-time employees compared with

regular basis via the intranet and dialogue meet-

1,191 in 2012.

ings.
Whistleblower scheme
PFA’s employee commitment has developed posi-

PFA’s whistleblower scheme is intended to provide

tively since the first surveys back in 2005. Employ-

an extra option for uncovering illegal or inappropri-

ee satisfaction and commitment peaked in 2012

ate issues that violate PFA’s set of values or rules,

and receded slightly in 2013, although remaining

and to improve employees’ opportunity to call

at a higher level than in 2011 and higher than the

attention to reprehensible conduct. Employees may

general satisfaction rate on the labour market in

report cases or pass on information about statu-

2012.

tory provision breaches, unethical conduct or human rights violations.

Strengthened processes for women in
executive positions

The cases may be reported confidentially or anony-

PFA has set targets for the so-called underrepre-

mously to the internal auditor, who will examine

sented gender on the management team – in prac-

the issues in more detail and report to the Audit

tice this means the share of women – and adopted

Committee. The scheme was launched and imple-

a policy to increase the share of women at all man-

mented in 2012. In 2013, there was one reported

agement echelons.

instance that concerned IT security and employees’
handling of sensitive data. The issues have been
resolved.
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PFA CUSTOMERCAPITAL
GETTING THAT ‘EXTRA’ AND WATCHING YOUR PENSION GROW

BUSINESS CUSTOMERS

PRIVATE CUSTOMERS

CUSTOMERCAPITAL
What’s all the fuss about PFA CustomerCapital,
and what’s in it for me?
This is the question many of our customers ask us, and, of course,
we always try to answer it.
We had to acknowledge, however, that more and more people
needed an explanation tool to get a more detailed picture. We
needed a way to generate explanations that could make our value
creation clear to every individual customer.
To this end, last year we developed a simple calculator that shows
how much PFA Customer Capital means in the long run for both
personal and business customers. For the individual employee and
for the company as a whole. To create a clear visual image of this
special PFA capital, we developed a red currency that shows when
a customer will receive an “extra” sum of money as a retiree. The
red currency is featured in a video that discusses the basis for value
creation at PFA, while also explaining that a PFA customer will get
an average of DKK 100,000 extra if he or she has chosen to sign up
for PFA CustomerCapital.
Calculating PFA CustomerCapital is simple, and everyone can join the
game and see precisely how much he or she will gain or miss out on.
See for yourself how much extra you will get by way of pension
disbursements at kundekapital.pfadata.dk.

Solid capital strength

PFA has a solid capital strength, and in 2013 the

As a result of the increasing interest level in 2013,

reserves were additionally boosted. The reserves

PFA was unable to realise results that permitted

ensure that also in future PFA may deliver high

the recognition as income of the full operational

value to its customers.

risk charge to the capital base for 2013. The operational risk charge receivable amounted to DKK 1.0

For customers having average interest rate prod-

billion.

ucts, a high capital strength is the prerequisite
for pension savings to be invested appropriately.

Higher solvency ratio

PFA’s solid capital strength ensures that customers

The capital base must at least meet the higher of

with average interest rate products can achieve a

the solvency requirement and the individual sol-

respectable return while their guaranteed benefits

vency need. For the companies in the PFA Holding

remain untouched at PFA. PFA has the capital

Group, the total traditional solvency requirement

strength to honour these obligations. However, this

reached a maximum at the end of 2013 (DKK 10.1

does not change the fact that it will be an advan-

billion). The same was the case at the end of 2012

tage for many customers with savings invested in

(DKK 10.8 billion). Thus, the total capital require-

average interest rate products to switch to market

ment for the Group dropped by DKK 0.7 billion from

rate. This is what the returns from the most recent

2012 to 2013.

years, and particularly 2013, show.
Development in solvency ratio 2008-2013

Growth in total reserves
PFA’s total reserves increased by DKK 0.9 billion in

300

2013, and amounted to DKK 23.5 billion at the end
of the year. Total reserves comprise excess capital

250

base (capital base in excess of the solvency requirement) and collective bonus potential.

200

Increase in excess capital base

150

The excess capital base grew by DKK 1.9 billion.
The capital base proper grew by DKK 1.2 billion in
2013. At end-2013, the capital base amounted to

100
%

2008

2009

2010

2011

2012

2013

DKK 24.3 billion.
The capital base consists primarily of Customer-

The solvency ratio rose to 240 per cent versus 210

Capital and equity. CustomerCapital amounted to

per cent at end-2012. Thus, PFA has lifted its sol-

approximately three quarters of the capital base.

vency ratio for the past five years in a row – by a

CustomerCapital increased by DKK 1.7 billion to DKK

total of 84 percentage points.

20.7 billion. The equity rose by DKK 0.1 billion to
DKK 5.4 billion. The equity is calculated exclusive of

The slightly lower solvency requirement at end-

the share attributable to minority interests in PFA

2013 relative to the previous year was due to the

Professionel Forening.

fact that the technical provisions regarding average
interest rate products (life insurance provisions)
dropped from DKK 244 billion at end-2012 to DKK
228 billion at end-2013.
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The decline in provisions for average interest rate

The individual solvency need for PFA Pension at

products was partly due to the fact that in 2013

end-2013 was the same as at end-2012, viz.

many customers chose to move their savings from

DKK 7.5 billion.

average interest rate products to PFA Plus. In addition, rising interest rates in 2013 meant that PFA had
to make fewer provisions for guaranteed pensions.

Capital strength
The PFA Holding Group (DKK billion)

2013

2012

5.4

5.3

20.7

19.0

0.6

0.8

Tax assets, etc.

(2.4)

(2.0)

Capital base 1)

24.3

23.1

(10.1)

(10.8)

Equity, excl. the share attributable to minority interests in PFA Professionel Forening
CustomerCapital
Subordinate loan capital

Solvency requirement 2)
Excess capital base
Collective bonus potential
Total reserves
Bonus potential on paid-up policy benefits

14.2

12.3

9.3

10.4

23.5

22.6

4.6

2.5

1) Calculated as if the Group was an insurance company.
2) Calculated by combining the solvency requirements for life insurance companies in the Group.

Decline in collective bonus potential

Part of the reduction in the collective bonus po-

At end-2013, the collective bonus potential

tential is attributable to the fact that in 2013 many

amounted to a total of DKK 9.3 billion, down DKK

customers chose to move their savings from aver-

1.1 billion on the previous year.

age interest products to PFA Plus. As reserves are
released for PFA if a customer with a guaranteed

A major part of the savings in average interest rate

benefits plan moves his savings to a PFA Plus mar-

products is placed in bonds and other interest-

ket rate plan, the customer’s share of the unal-

hedging instruments to protect the guaranteed

located reserves will be directly deposited into the

benefits. The rising interest rates caused prices on

relevant customer’s PFA Plus deposit account. This

the interest-bearing assets to drop, but also a cor-

means that as more and more customers move

responding drop in the market value adjustment of

from average interest rate plans to market rate

the pension obligations.

plans, the collective bonus potential shrinks.

The rising interest rates pushed up the bonus po-

As from the end of October 2013, PFA has tempo-

tential on paid-up policy benefits by DKK 2.1 billion.

rarily suspended transfer bonuses until the forth-

Thus, the total customer reserves calculated as

coming rules specifying how to calculate transfer

collective bonus potential and bonus potential on

bonuses are in place.

paid-up policy benefits improved by DKK 1.0 billion.
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Bonus ratio, etc. for PFA’s largest interest rate groups
Interest rate group

Operational risk charge
2013

Bonus ratio
2013

Bonus ratio
2012

0.45 %

6.0 %

6.0 %

2

0.55 %

5.3 %

5.8 %

3

0.70 %

2.2 %

1.3 %

4

0.80 %

1.7 %

2.0 %

1

New solvency rules for insurance holding

Tight risk management

companies

PFA’s ability to generate high value for custom-

As from 1 January 2014, a new concept of ‘insur-

ers year after year depends on it having a tight,

ance holding companies’ has been introduced into

efficient risk management policy, as well as solid

Danish financial legislation. PFA Holding A/S is de-

capital strength.

fined as an insurance holding company, as acquiring
and holding equity interests in insurance companies

The Group’s business areas encompass pension,

is the company’s main activity area.

insurance, asset management and banking, among
other activities. Thus, PFA’s risk management activi-

Insurance holding companies are required to cal-

ties take into account, and deal with, a variety of

culate their capital requirements according to the

risks.

insurance rules instead of the banking rules, as in
the past. The capital requirement for an insurance

Pension is the Group’s core business area. The

holding company is calculated as the sum total of

overall objective of risk management in the pension

the capital requirements of its subsidiaries. Spe-

area is to ensure that customers get a competitive

cial bonus provisions (CustomerCapital) may be

return, while their pension savings are responsibly

included in the capital base of the insurance hold-

invested. This gives our customers the best basis

ing company, corresponding to the capital require-

for maintaining healthy finances when they retire.

ments of the subsidiaries.
For customers with an average interest rate plan,

42

According to the previous rules, PFA Holding is a

risk management ensures the right checks and

financial holding company, and the capital require-

balances at all times between total reserves and

ment amounted to 8 per cent of the risk-weighted

investment risks. For customers who have opted for

items. Thus, the capital requirement for PFA Hold-

a market rate plan, risk management maintains a

ing was DKK 0.4 billion at end-2013, and the capital

focus on matching investments with the individual

base represented DKK 5.4 billion (equal to the

customer’s personal financial situation as well as

equity after deduction of intangible assets and tax

his or her age, estimated retirement date, and risk

assets).

appetite.

According to the new rules, at end-2013 PFA Hold-

Risk management setting

ing’s capital requirement and capital base would

At PFA, risk management is integrated into our

amount to about DKK 12 billion and about DKK 18

business. To provide the strongest risk manage-

billion, respectively. Thus, there continues to be an

ment setting, PFA clearly outlines the division

excess cover of about DKK 6 billion.

of responsibility. The supervisory board of each
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company is responsible for determining the overall

Identification of risks and risk assessment

framework for risk management and risk appetite.

The Supervisory Board makes an annual risk as-

On this basis, the individual companies’ manage-

sessment by identifying, quantifying and assess-

ments handle the overall day-to-day control and

ing major company risks. All directors of business

monitoring.

areas report risks relevant to their business areas
to Group Compliance. Group Management assesses,

PFA Pension has a Risk Committee with representa-

processes and compiles the information into a risk

tives of Group Management and other relevant

assessment overview used to determine PFA’s over-

decision-makers. The objective of the Risk Com-

all risk based on probabilities and outcomes.

mittee is to constantly monitor and actively take a
position on the risk exposure and follow up on risk

PFA’s overall risk is made up of the risk contribu-

targets.

tions from each individual business area. Risk supervision and assessment are based on PFA’s indi-

An independent risk management department

vidual business areas and the types of risk to which

takes care of the practicalities, preparing risk de-

they are exposed. This shows the extent to which

scriptions and analyses. PFA believes in tight risk

each business area contributes to PFA’s overall risk

management that ensures high value pensions for

picture.

its customers.

Capital base

Own assets

Average interest
rate products

Market rate
products

Sickness and
accident insurance

Asset management
and banking

The most significant risk in the PFA Group derives

For the companies in the PFA Group that carry on

from average interest rate products in the pension

asset management and banking, the most signifi-

field due to the risk associated with offering guar-

cant types of risks are operational, commercial and

anteed benefits. Average interest rate products

other risks.

are divided into several interest rate groups, with
investment strategies for each group being chosen

On the basis of an overall risk assessment, the

to extensively hedge the associated guaranteed

supervisory boards determine the frameworks for

benefits.

risk and asset allocation and assess the need for
adjusting the risk profile, operations and organisa-

In addition, the PFA Group is exposed to various

tion. The table on the next page outlines signifi-

insurance risks because customers frequently have

cant risks at PFA Pension.

various insurance plans tied to their pension plans.
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Risk factor

Description

Market risks

Generally, these risks are related to financial market fluctuations that impact PFA’s
results. PFA’s financial market risks primarily include risks related to interest rate
levels, declines in share and property values and credit risks.

Biometric risks

The main insurance risks in this category involve assumptions about longer life
expectancy and insurance cover at death and disability.

Basic risks

Basic risks cover risks resulting from hedging of the interest-rate risk associated with
guaranteed benefits. For instance, this applies to country spreads, yield curve spreads
and implicit volatility.

Operational risks

Operational risks primarily include risks related to errors, failures or breakdowns
in internal processes, systems or procedures.

Commercial and other risks

These risks primarily concern new or changed legislation that, among other things,
may limit PFA’s commercial agility or market impact.

Individual solvency need

The Supervisory Board has determined an overall

For PFA Pension, the Supervisory Board determines

objective and framework for the excess cover of

the individual solvency need on the basis of an

the capital base relative to the individual solvency

overall risk assessment. This is the capital needed

need. Thus, the individual solvency need sets the

to provide for major risks to which the company is

framework for the ongoing composition of invest-

exposed. The individual solvency need is intended

ments and is actively used in daily risk monitoring.

to ensure that the probability of a company being

The PFA Group had a sufficient capital base to cover

unable to meet its customer obligations is marginal.

its individual solvency need throughout 2013.

PFA Pension has decided that the individual solvency need should reflect a level of security enabling
the company to withstand a loss that, statistically,
would only occur once every 200 years. The below
Risks included in the
individual solvency need

figure illustrates the risk factors used to determine
PFA’s individual solvency need.

Overall risk

Country spread

Other risks

Diversification

Market risks

Biometric risks

Basic risks

Interest

Death

Volatility

Share

Disability

Yield spread

Properties

Terrorism

OAS

Currency rates

Paid-up policies

Yield curve risk

Credit

Surrender

Counterparties
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Risk monitoring

same risk types as those used to calculate PFA’s

On a daily basis, PFA monitors customers’ reserves

individual solvency need according to the previ-

and the excess cover of the capital base relative

ous method. However, the parameter values in

to the individual solvency need. Developments in

the standard model more closely reflect the future

these figures over time are reported to the Supervi-

Solvency II rules.

sory Board and the day-to-day management team.
Ongoing internal stress tests are carried out and

The companies’ supervisory boards can still use a

reported to ensure that the company is capable of

full or partly internal model for the individual risk

covering its individual solvency need in the event

types. The internal models used are subject to

of substantial loss on share and credit exposures

approval by the Danish Financial Supervisory Au-

combined with major fluctuations in the interest

thority.

rate level.
In 2013, PFA Pension worked determinedly on the
PFA applies different types of internal models to

new solvency rules, and the Supervisory Board

supplement the individual solvency need. The

of PFA Pension has established a policy that lays

models are used in the ongoing monitoring and

down methods, assumptions and processes for

reporting process. A long-term ALM model is used

calculating the individual solvency need in 2014

to determine the interaction between assets and

according to the new rules.

liabilities, coupled with short-term sensitivity
analyses and key interest rate sensitivities between

If the new rules are applied, the individual solvency

assets and liabilities.

need and capital base are expected to amount
to about DKK 12 billion and about DKK 24 billion,

New individual solvency need and Solvency II

respectively.

In the past PFA was required to calculate the individual solvency need based on its own risk model.

The introduction of the new standard model for

As of 1 January 2014, the Danish Financial Super-

calculating the individual solvency need should be

visory Authority introduced a new standard model

viewed in light of the fact that the introduction of

for calculating the individual solvency need for

the future Solvency II rules has been postponed on

pension and insurance companies.

a regular basis. At this stage, Solvency II is not expected to enter into force until 1 January 2016. PFA

The new standard model is based on the principles

is following the work on implementing the Solvency

from the future Solvency II rules. The main objec-

II rules very closely. Since the new standard model

tive is to ensure greater conformity in the methods

for the individual solvency need is based on the

and assumptions forming the basis of companies’

calculation principles in Solvency II, PFA is already

calculation of their respective individual solvency

well prepared for the future implementation of the

need figures. This new standard model uses the

Solvency II rules.
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Profit for the year

Pre-tax profit for the year amounted to DKK 359

The year’s profit is viewed as satisfactory.

million compared to a pre-tax profit of DKK 922
million in 2012. After tax and deduction of the

The Supervisory Board recommends that PFA

share attributable to minority interests, profit for

Holding distribute DKK 50,000 as dividend in PFA

the year came to DKK 215 million compared to

Holding.

DKK 383 million the previous year.
The balance sheet total grew by DKK 48 billion to
The lower result recorded in 2013 is largely due

DKK 417 billion. The Group’s capital base swelled

to the fact that it was not possible to carry the full

by DKK 1.2 billion to DKK 24.3 billion.

operational risk charge for the year to income.
The equity grew by DKK 0.1 billion to DKK 6.2 billion. CustomerCapital increased by DKK 1.7 billion
to DKK 20.7 billion.
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Subsidiaries

The PFA Group

PFA Brug Livet Fonden

PFA Fonden
49 %

Other shareholders
51 %

PFA Holding A/S

PFA Portefølje
Administration A/S

PFA Kapitalforvaltning,
fondsmæglerselskab A/S

PFA Pension,
forsikringsaktieselskab

PFA
Udbetalingsbank A/S

76 %
PFA Invest
International A/S
(Incl. 5 subsidiaries)

PFA Professionel
Forening

PFA Ejendomme A/S
(Incl. 2 subsidiaries)

PFA Soraarneq,
forsikringsaktieselskab

Investeringsforeningen
PFA Invest

Mølholm
Holding A/S

Mølholm
Forsikring A/S

PFA Pension, forsikringsaktieselskab

Investment return

PFA Pension was founded in 1917 as a non-profit

Customers with market rate plans recorded a return

organisation by a number of employer and em-

ranging between 3.6 and 20.8 per cent – the high-

ployee associations. The ambition was to ensure

est return was recorded for profile D, which has the

financial security for employees and their families

largest volume of risk-prone assets. The total return

when they became too old to work, or if they lost

for market rate products (N1M) was 9.6 per cent.

their working capacity or changed jobs.
Customers who were saving via an average interest
PFA Pension and PFA Holding have interlocking

rate plan received an interest rate of 2.9 per cent

supervisory and executive boards; see the outline

on their savings, including a return on Individual

on pp. 92-94.

CustomerCapital. The total return on customer
funds in average interest rate plans (N1F) was

The subsidiary FunktionærPension merged with

-1.1 per cent. The return was affected by price

PFA Pension on 1 January 2013.

drops on bonds due to interest rate increases, but
this has been counterbalanced by a reduction in
the present value of future obligations. The return on
the four largest interest rate groups at PFA Pension
ranged between -2.4 per cent and 0.3 per cent.
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Capital strength

Expenses

Once again, PFA pension increased its capital

The expense ratio for premiums dropped from

strength in 2013. In aggregate, total reserves went

4.0 per cent to 3.8 per cent. This development

up by DKK 0.6 billion, amounting to DKK 22.9

is due to an increase in business volume without

billion at end-2013. The total reserves consist of

a corresponding rise in expenses.

excess capital base and collective bonus potential.
Disbursements
The excess capital base (capital base minus

PFA Pension disbursed DKK 16.8 billion in benefits

solvency requirement) grew by DKK 1.6 billion,

in 2013, equal to DKK 2.3 billion more than in

and the capital base by DKK 1.0 billion.

2012. The increase stems primarily from large disbursements relating to endowment pensions. The

The traditional solvency requirement fell by DKK 0.7

changed tax rules for endowment pensions have

billion to DKK 10.1 billion. The individual solvency

prompted PFA to advise its customers who could have

need amounted to DKK 7.5 billion at end-2013,

chosen to have their endowment pensions disbursed

the same as at end-2012.

in 2012 to postpone disbursement until 2013.

The solvency ratio rose to 234 per cent versus

Profits

211 per cent at end-2012.

Profits for the year before tax amounted to DKK
306 million versus DKK 860 million in 2012. The

The collective bonus potential dropped by DKK 1.0

post-tax profits amounted to DKK 225 million com-

billion and stood at DKK 9.3 billion at end-2013.

pared with DKK 392 million in 2012.

Premium income

Equity shrank by DKK 0.5 billion to DKK 4.8 billion

Customers made total payments of DKK 25.4 bil-

when PFA Pension distributed an extraordinary

lion, including sickness and accident insurance pre-

dividend to PFA Holding totalling DKK 550 million in

miums, in 2013. This was 14 per cent up on 2012,

connection with Group structural changes. Custom-

with payments then being at an all-time high. The

erCapital grew by DKK 1.7 billion to DKK 20.7 billion.

growth reflects the fact that more and more companies are choosing PFA as their pension supplier.

Balance sheet total

The bulk of the premium increase results from the

PFA Pension’s balance sheet total amounted to

fact that many new customers moved their existing

DKK 401 billion at end-2013 – up DKK 47 billion on

savings from other pension companies to PFA Pen-

the previous year.

sion in 2013. Thus, single payments and transfers
grew by 27 per cent. Regular premiums rose by 8

The provisions for market rate plans grew by

per cent.

DKK 24 billion to DKK 63 billion, while life insurance
provisions for average interest rate plans dropped

Payments into market rate plans rose 50 per cent

DKK 16 billion. Provisions for market rate plans ac-

before internal transfers. Payments into market rate

counted for 22 per cent of total savings in average

plans represented 68 per cent of total payments

interest rate and market rate plans.

before internal transfers.
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PFA Soraarneq, forsikringsaktieselskab

Mølholm Forsikring A/S will continue as an inde-

PFA Soraarneq was established by the Association

pendent company under its own brand, but will

Soraarneq and PFA Pension. Greenland stakehold-

cooperate closely with PFA on exchanging know-

ers consisting of employers, employee and em-

ledge and ideas.

ployer associations in the Greenland private sector
founded the Association Soraarneq. PFA Pension

Supervisory Board: Henrik Heideby (Chairman),

owns 76.3 per cent of the nominal share capital.

Lars Ellehave-Andersen, Ib Thrane.

The Association Soraarneq owns the remainder.
Executive Board: Per Sehested-Blad,
The primary objective of the company is to

Niels Johansen.

establish pension plans for salaried employees in
companies and organisations in Greenland. The

During the period in which the company has been

company also offers instalment pensions to private

owned by PFA, post-tax profits amounted to DKK

individuals.

7.4 million, and gross premiums totalled DKK 96
million. The solvency ratio stood at 210 per cent at

Supervisory Board: Niels Nielsen (Chairman),

end-2013.

Lars Ellehave-Andersen (Vice-Chairman),
PFA Ejendomme A/S

Susanne Mørch, Henrik Sørensen.

PFA Ejendomme’s primary objective is to acquire,
Director: Lis Hasling.

build and manage real estate in Europe and to undertake other business activities deemed compat-

Post-tax profits for the year amounted to DKK

ible with this objective by the Supervisory Board.

-1.2 million versus DKK 5.7 million in 2012. This
performance in 2013 is due primarily to the fact

Supervisory Board: Henrik Heideby (Chairman),

that rising interest rates in 2013 meant that the

Anne Broeng, Poul Kobberup.

operational risk charge for the year could not be
carried to income. Premium payments amounted

Director: Michael Bruhn.

to DKK 107.4 million at end-2013, which was DKK
15.3 million up on the previous year. The number of

PFA Ejendomme’s investment strategy is intended

insureds rose by 4 per cent to 6,071 at end-2013.

to obtain a long-term, stable return with a low risk.
Investments are made mainly in business and resi-

The solvency ratio stood at 173 per cent. The capi-

dential properties in major Danish towns and cities,

tal base amounted to DKK 45 million, which was

with a balanced risk diversification in terms of ten-

1.2 million down on the previous year. The collec-

ant composition.

tive bonus potential aggregated DKK 11.8 million
at end-2013 versus DKK 32.0 million in 2012. The

PFA Ejendomme primarily invests in business prop-

bonus potential on paid-up policy benefits rose

erties and projects built for the user, but traditional

from DKK 40.7 million to DKK 83.3 million.

multiuse properties also form part of the portfolio.
PFA Ejendomme’s business portfolio consists of 50

Mølholm Forsikring A/S

properties with approximately 200 leases.

On 11 September 2013, PFA acquired Mølholm

50

Holding A/S and thus all shares of its operating

In 2013, the company established the subsidiary

company, Mølholm Forsikring A/S. Mølholm special-

PFA Absalon Ejendomme P/S, which owned proper-

ises in health insurance with an attached payment

ties at a market value of DKK 880 million at end-

guarantee and is one of the largest players on the

2013. The portfolio consists of 13 properties located

market. The acquisition strengthens PFA’s focus on

in central Copenhagen. In addition, during the year

preventive efforts.

the company entered into an agreement regarding
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the purchase of a large site at Redmolen in the

PFA Professionel Forening

Copenhagen Nordhavn district with an option

(the “Professional Association”)

to construct buildings with a total floor space of

PFA Professionel Forening is a professional associa-

about 55,000 m2. In addition, the company ac-

tion established under the rules of the Danish Act

quired ISS’ new global headquarters in the suburb

on Investment Associations and Specialist Funds

of Søborg for an amount of about DKK 140 million

and other Collective Investment Schemes, etc. It

and commenced construction of new corporate

is registered with the Danish Financial Supervisory

headquarters for Mærsk Drilling in the suburb of

Authority but is not under supervision. The Asso-

Lyngby.

ciation is expected to change its status in 2014 to
an alternative investment fund categorised as a so-

Results for 2013 amounted to DKK 524 million be-

called ‘capital association’ according to Danish law,

fore and after taxes. At the end of the year under

as new rules have been introduced regarding alter-

review, the occupancy rate for business properties

native investment fund managers, etc. (the Danish

amounted to 93.3 per cent versus 94.7 per cent the

so-called ‘FAIF’ Act, based on the AIFM Directive).

previous year. At end-2013, the market value of the
Group’s properties amounted to DKK 11.9 billion

The investment management company PFA

versus DKK 10.8 billion at end-2012.

Portefølje Administration A/S takes care of administrative tasks for the Association, while assets are

PFA Invest International A/S

managed by PFA Kapitalforvaltning, fondsmægler-

The objective of PFA Invest International is to

selskab A/S and a number of other asset managers

acquire real estate outside Denmark, directly or

outside the PFA Group.

indirectly, by acquiring investments in other companies, including property funds or similar busi-

Supervisory Board: Henrik Heideby (Chairman),

nesses. At present, the company is the parent

Anne Broeng, Jakob Gammelgaard.

company of five wholly owned subsidiaries, which
own one property in the UK and one in Germany

The Association’s objective is to invest the funds in

and participate in the partnership Grosvenor Lon-

a manner that provides the highest possible return

don Office Fund.

balanced against risk. The Association’s funds are
invested in bonds, shares and liquid assets, etc.

Supervisory Board: Henrik Heideby (Chairman),

and in units issued by other professional associa-

Anne Broeng, Poul Kobberup.

tions. The Association exclusively targets professional investors, including pension companies and

Director: Michael Bruhn.

other financial institutions under the supervision of
the Danish Financial Supervisory Authority. All in-

On the major European property markets, espe-

vestors are subject to approval by the Association’s

cially in the UK, the investment market for prime

Supervisory Board. When investing in the Associa-

business properties has developed positively.

tion, the investor has the option of investing on
the same terms and obtaining the same return as

A property in London was sold at the beginning

PFA Pension.

of 2013 with a profit of DKK 7.7 million after a revaluation of DKK 80.3 million in 2012.

At end-2013, the Association had a total of 27
divisions, and total assets under management

For 2013, the pre-tax results amounted to DKK 151

amounted to DKK 279 billion, which is DKK 10

million, and the post-tax results to DKK 150 million.

billion higher than at end-2012. In 2014, new divisions are expected to be established as and when
market-related and commercial opportunities are
identified.
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PFA Kapitalforvaltning, fondsmæglerselskab

In 2014, the company expects to file an application

A/S (PFA Asset Management)

with the Danish Financial Supervisory Authority for

PFA Kapitalforvaltning is a stockbroking company

a licence to manage alternative investment funds

supervised by the Danish Financial Supervisory

(AIFMs).

Authority. The company offers asset management
targeting shares, bonds and related derivatives.

PFA Udbetalingsbank A/S

PFA Pension and PFA Professionel Forening are the

On 27 June 2013, PFA bought the former Cantobank

two largest single customers in the company.

by acquiring the share capital from Finansiel Stabilitet. Thus, PFA acquired the technical foundation

Supervisory Board: Anne Broeng (Chairman),

required to establish a bank that specialises in

Henrik Heideby, Henrik Henriksen.

disbursements.

Executive Board: Jesper Langmack, Poul Kobberup.

PFA Udbetalingsbank began operations on
2 January 2014. The bank offers consultancy

Assets under management amounted to DKK 313

regarding savings and investments in taxed funds

billion at end-2013. Post-tax profits amounted to

for PFA’s individual customers. The bank’s services

DKK 59.5 million in 2013, compared to DKK 66.8

target customers with pension savings that are

million in 2012. The company’s solvency ratio stood

already being disbursed or close to disbursement.

at 263 per cent at end-2013.

Thus, PFA can offer customers a comprehensive
package of savings and investment advice compris-

PFA Portefølje Administration A/S

ing all the customer’s long-term savings, particularly

(PFA Portfolio Administration)

with a focus on the timing of the transition from

PFA Portefølje Administration A/S has been licensed

savings to the reverse savings phase of the

by the Danish Financial Supervisory Authority to

customer’s life.

carry on investment management activities.
The company’s business area is to manage PFA

Supervisory Board: Henrik Heideby (Chairman),

Professionel Forening and Investeringsforeningen

Anne Broeng, Charlotte Møller,

PFA Invest.

Lars Ellehave-Andersen, Jan Kondrup.

Supervisory Board: Georg Lett (Chairman),

CEO: Lars Stouge.

Anne Broeng, Jørgen Madsen.
The bank’s results ended at a loss of DKK -2.8
Director: Peter Ott.

million after tax for the part of 2013 during which
the bank had been incorporated into the PFA

At end-2013, the company managed assets worth

Group. This performance should be viewed in light

DKK 280 billion versus DKK 270 billion at end-2012.

of the fact that the bank’s previous activities were

In 2013, the company’s post-tax profits amounted to

wound up during the financial year. The solvency

DKK 10.9 million compared to DKK 5.4 million in 2012.

ratio stood at 370 per cent at end-2013, and the
individual solvency need at 138 per cent.
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Outlook for 2014

A strong, expansive monetary policy in 2013

The Danish pension market is a mature market with

contributed to lifting growth in the US economy

limited potential for further expanding the pension

and pulling Europe out of the recession. The posi-

system. The growth in the national economy and

tive development triggered very high returns on

the fact that the age of retirement from the labour

the US, European and Japanese stock markets, but

market is rising may, however, lead payments into

was accompanied by rising long interest rates and

corporate pension plans to increase marginally.

negative yields on bonds. Growth decreased both

To this should be added growth from companies

in China and in most other growth economies.

choosing to move their pension plans to PFA as a
result of PFA’s strong market position. Overall, PFA

PFA expects the moderate economic upswing in

expects moderate growth at a somewhat lower level

the US and Europe to continue in 2014. This will be

than the past two years’ high growth in customer

supported by a more relaxed fiscal policy, and banks

payments.

will gradually become more willing to lend. At the
same time, we expect the positive impact from the

The year’s results are expected to be in line with

monetary policy to shrink in 2014. Overall, positive

those reported for 2013.

returns on financial assets are expected, albeit at a
lower level than in 2013.
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PFA BRIEFER –
PFA BRIEFS
What is on the agenda of the Danish corporate sector?
At PFA we fully back networks in the Danish corporate sector. We see only
positive results come from sharing knowledge and experience with peers.
From building relations.
Consequently, at PFA we also believe that we have a commitment to facilitate a forum for networks across companies and industries in Denmark.
We held about 15 events in 2013, at which a couple of thousand business
people discussed management challenges and company issues in dialogue
with top-level executives and government ministers. The events were held
at PFA, accompanied by complimentary breakfasts, after which special
invitees addressed the meeting. There was no fixed agenda.
The events proved so successful that in 2014 we will invite business people
to the same number of briefing events and give them the opportunity to
interact with top-echelon leaders from the Danish corporate sector and
the political world. And, of course, both PFA customers and other business
people are welcome to attend.
Read more about our briefs at pfa.dk.

5-year summary
The PFA Holding Group

Key figures (DKK million)

2009

2010

2011

2012

2013

Income statement
Premiums

15,375

18,479

17,684

21,464

24,773

(12,012)

(13,114)

(15,198)

(14,694)

(16,608)

Investment return

16,046

20,214

27,162

31,059

2,368

Total insurance operating costs

(1,033)

(595)

(814)

(854)

(926)

Profit/(loss) on ceded business

(37)

(36)

36

25

1

Technical result

370

127

145

362

144

Insurance benefits

Technical result of sickness and accident insurance

(144)

52

81

99

57

Pre-tax profit/(loss)

520

580

617

922

359

Profit/(loss) for the year

349

448

460

383

215

324,213

Balance sheet
Total provisions for insurance and investment contracts

236,475

258,209

282,390

315,069

Collective bonus potential

4,414

6,993

5,824

10,358

9,301

Total equity

4,524

5,094

5,409

6,101

6,249

CustomerCapital

12,174

13,896

15,891

18,969

20,668

Capital base 1)

15,082

17,364

19,538

23,079

24,318

252,932

299,210

324,718

369,984

417,487

2009

2010

2011

2012

2013

Yield before pension yield tax

6.6 %

8.0 %

11.1 %

10.5 %

(0.9) %

Yield before pension yield tax on equity and CustomerCapital

7.1 %

7.4 %

7.0 %

6.6 %

1.4 %

Yield before pension yield tax on customer funds in average interest rate products

6.6 %

8.0 %

11.2 %

10.6 %

(0.9) %

23.1 %

14.9 %

(0.8) %

12.6 %

9.6 %

Total assets
Financial ratios (in per cent) 3)
Yield ratios

Yield before pension yield tax on market rate products
Company’s expense and profit/loss ratios
Expense ratio on premiums

6.7 %

3.2 %

4.6 %

4.0 %

3.8 %

Expense ratio on provisions

0.51 %

0.28 %

0.37 %

0.37 %

0.37 %

DKK 1,340

DKK 767

DKK 1,052

DKK 812

DKK 852

(0.17) %

0.05 %

0.00 %

(0.01) %

(0.08) %

0.11 %

0.11 %

(0.10) %

(0.04) %

(0.02) %

Bonus ratio

2.2 %

3.4 %

2.8 %

5.2 %

4.9 %

CustomerCapital ratio

6.1 %

6.7 %

7.6 %

9.1 %

10.4 %

Equity ratio

2.9 %

3.1 %

3.2 %

3.7 %

3.9 %

Excess solvency ratio (Solvency I) 1)

3.2 %

3.9 %

4.6 %

6.0 %

7.4 %

Solvency ratio (Solvency I) 1)

173 %

185 %

189 %

210 %

240 %

Expenses per insured in DKK 2)
Balance on the cost account
Balance on the risk account
Consolidation ratios

Return ratios
Return on equity before tax

11.8 %

11.8 %

11.3 %

15.0 %

5.3 %

Return on equity after tax

7.9 %

9.1 %

8.6 %

6.9 %

3.8 %

Pre-tax return on customer funds excl. CustomerCapital after expenses

5.5 %

7.3 %

10.7 %

9.7 %

(1.7) %

Pre-tax return on subordinate loan capital

7.4 %

5.5 %

5.7 %

5.9 %

5.5 %

13.4 %

12.6 %

12.6 %

15.9 %

5.0 %

5.9 %

7.6 %

10.8 %

10.1 %

(1.3) %

Pre-tax return on CustomerCapital
Pre-tax return on customer funds incl. CustomerCapital after expenses

T he capital base is determined by consolidation, and the solvency requirement is determined as the sum of the life insurance companies’
solvency requirements.
2)
As at 1 January 2012, a customer group with group term life insurance was changed to pension plans.
3)
A balance sheet adjustment as a result of the Danish Financial Supervisory Authority’s enforcement order has been recognised in
the financial ratios as had the transfer been made on the end date of the individual financial years.
1)
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Statement by the Executive Board
and the Supervisory Board on the Annual Report
We have today presented the Annual Report of PFA Holding A/S for the financial year
1 January – 31 December 2013.
The Annual Report has been presented in accordance with the Danish Financial Business Act.
We consider the financial statements to give a true and fair view of the Group’s and the Parent Company’s
assets, liabilities and financial position and results. We also consider the Management’s Review to give a
true and fair presentation of the development in the Group’s and Parent Company’s activities and financial position as well as a description of the material risks and elements of uncertainty that may affect the
Group and the Parent Company.
We recommend that the Annual Report be approved by the Annual General Meeting of shareholders.
Copenhagen, 18 February 2014

Executive Board:

Henrik Heideby

Anne Broeng

Lars Ellehave-Andersen

Jon Johnsen

Group CEO and President

Group Executive Vice

Group Executive Vice

Group Executive Vice		

President and CFO

President and CCO

President and COO		

			
Supervisory Board:

Svend Askær

Jørn Neergaard Larsen

Chairman

Vice-Chairman

Klavs Andreassen

Lars Christoffersen

Karsten Dybvad

Gita Grüning

Erik G. Hansen

Peter Ibsen

Hanne Sneholm Jensen

Thomas P. Jensen

Per Jørgensen

Torben Dalby Larsen

Mette Risom

Laurits Rønn

Per Tønnesen
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The internal audit’s reports

Report on the Group’s and the Parent

I have participated in the audit of risk and other

Company’s financial statements

material areas and believe that the audit evidence

I have audited the financial statements of the

I have obtained is sufficient and appropriate to

Group and the Parent Company, PFA Holding A/S,

provide a basis for my audit opinion.

for the financial year 1 January – 31 December
2013, comprising the accounting policies, income

The audit did not give rise to any qualifications.

statement, statement of comprehensive income,
balance sheet, statement of changes in equity

Opinion

and notes. The Group’s and the Parent Company’s

In my opinion, the procedures and internal controls

financial statements have been prepared in accord-

established, including the risk management organ-

ance with the Danish Financial Business Act.

ised by Management relevant to the Group’s and
Parent Company’s reporting processes and signifi-

Basis of opinion

cant business risks, are working satisfactorily.

The audit has been conducted in accordance with
the Executive Order of the Danish Financial Super-

Furthermore, in my opinion, the Group’s and the

visory Authority on auditing financial undertakings,

Parent Company’s financial statements give a true

etc. as well as financial groups and International

and fair view of the Group’s and the Parent Com-

Standards on Auditing. This requires that I plan

pany’s assets, liabilities and financial position as at

and perform the audit to obtain reasonable assur-

31 December 2013 and of the results of their oper-

ance that the Group’s and the Parent Company’s

ations for the financial year 1 January – 31 Decem-

financial statements are free from material mis-

ber 2013 in accordance with the Danish Financial

statement.

Business Act.

The audit has been performed in accordance with

Statement regarding Management’s Review

the division of work agreed with the external audi-

In accordance with the Danish Financial Business

tors and has included an assessment of the proce-

Act, I have read the Management’s Review. I did

dures and internal controls established, including

not perform any additional procedures in connec-

the risk management organised by Management

tion with my audit of the Group’s and the Parent

relevant to the entity’s reporting processes and

Company’s financial statements.

significant business risks. Based on materiality and
risk, I have examined, on a test basis, the basis of

On this basis, it is my opinion that the informa-

amounts and other disclosures in the Group’s and

tion presented in the Management’s Review is

the Parent Company’s financial statements. Fur-

in accordance with the Group’s and the Parent

thermore, the audit has included evaluating the

Company’s financial statements.

appropriateness of the accounting policies used
and the reasonableness of the accounting esti-

Copenhagen, 18 February 2014

mates made by Management, as well as evaluating

58

the overall presentation of the Group’s and the

Jes P. Sørensen

Parent Company’s financial statements.

Chief Internal Auditor
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The independent auditors’ reports
To the shareholder of PFA Holding A/S

Parent Company that give a true and fair view in

Report on the Group’s and the Parent

order to design audit procedures that are appropri-

Company’s financial statements

ate in the circumstances, but not for the purpose

We have audited the financial statements of the

of expressing an opinion on the effectiveness of

Group and the Parent Company, PFA Holding A/S,

the entity’s internal control. An audit also includes

for the financial year 1 January – 31 December 2013,

evaluating the appropriateness of the accounting

comprising the accounting policies, income state-

policies used by Management and the reasonable-

ment, statement of comprehensive income, balance

ness of the accounting estimates made by Manage-

sheet, statement of changes in equity and notes.

ment, as well as evaluating the overall presentation

The Group’s and the Parent Company’s financial

of the Group’s and the Parent Company’s financial

statements have been prepared in accordance with

statements.

the Danish Financial Business Act.
We believe that the audit evidence we have
Management’s responsibility for the Group’s

obtained is sufficient and appropriate to provide

and the Parent Company’s financial statements

a basis for our audit opinion.

Management is responsible for preparing and presenting financial statements for the Group and the

The audit did not give rise to any qualifications.

Parent Company that give a true and fair view in
accordance with the Danish Financial Business Act.

Opinion

Management’s responsibility also includes the inter-

In our opinion, the Group’s and the Parent Compa-

nal controls considered necessary by it to prepare

ny’s financial statements give a true and fair view

Group and Parent Company financial statements that

of the Group’s and the Parent Company’s assets,

are free from material misstatement, whether due to

liabilities and financial position as at 31 December

fraud or error.

2013 and of the results of their operations for the
financial year 1 January – 31 December 2013 in

Auditors’ responsibility

accordance with the Danish Financial Business Act.

Our responsibility is to express an opinion on the
Group’s and the Parent Company’s financial state-

Statement regarding Management’s review

ments based on our audit. We have conducted our

In accordance with the Danish Financial Business

audit in accordance with International Standards on

Act, we have read the Management’s Review. We

Auditing and additional requirements under Dan-

did not perform any procedures other than those

ish audit regulation. This requires that we comply

performed during the audit of the Group’s and the

with ethical requirements and plan and perform our

Parent Company’s financial statements.

audit to obtain reasonable assurance whether the
Group’s and the Parent Company’s financial state-

On this basis, it is our opinion that the informa-

ments are free from material misstatement.

tion presented in the Management’s Review is in
accordance with the Group’s and the Parent Com-

An audit involves performing audit procedures to

pany’s financial statements.

obtain audit evidence about the amounts and disclosures in the Group’s and the Parent Company’s

Copenhagen, 18 February 2014

financial statements. The audit procedures selected

Deloitte

depend on the auditors’ judgement, including the

Statsautoriseret Revisionspartnerselskab

assessment of the risks of material misstatement
of the Group’s and the Parent Company’s financial

Anders O. Gjelstrup

statements, whether due to fraud or error. In mak-

State Authorised Public Accountant

ing those risk assessments, the auditors consider
internal controls relevant to the entity’s prepara-

Kasper Bruhn Udam

tion of Financial Statements for the Group and the

State Authorised Public Accountant
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Income statement
Note

(DKK million)

Group

PFA Holding

2013

2012

2013

2012

24,773

21,464

-

-

(165)

(94)

-

-

24,608

21,370

-

-

392

Premiums
1

Gross premiums
Ceded reinsurance premiums
Total premiums, net of reinsurance
Investment return
Income from group enterprises

-

-

225

Income from associates

237

564

-

-

Income from investment properties

526

487

-

(0)

2

Interest income, dividends, etc.

10,600

10,366

0

3

Value adjustments

(8,146)

20,397

-

-

Interest expenses

(62)

(68)

-

-

Administrative expenses of investment business

(787)

(685)

-

-

2,368

31,059

225

391

Pension yield tax

(222)

(4,430)

-

-

Investment return after pension yield tax

2,146

26,629

225

391

-

Total investment return
4

Insurance benefits
5

(16,795)

(14,543)

-

Reinsurance cover received

Benefits disbursed

165

120

-

-

Change in provisions for claims

188

(150)

-

-

(16,442)

(14,574)

-

-

15,512

(6,254)

-

-

Total insurance benefits, net of reinsurance
21

Change in life insurance provisions
Bonus

23

Change in collective bonus potential

24

Change in CustomerCapital

1,067

(4,515)

-

-

(1,529)

(2,742)

-

-

(462)

(7,257)

-

-

(24,224)

(18,232)

-

-

Acquisition costs

(372)

(308)

-

-

Administrative expenses

(554)

(546)

(13)

(11)

Total insurance operating expenses, net of reinsurance

(926)

(854)

(13)

(11)

Total bonus
25

Change in provisions for unit-linked contracts

6

Insurance operating expenses

7

Transferred investment return

(68)

(467)

-

-

8

TECHNICAL RESULT

144

362

212

380

9

Technical result of sickness and accident insurance

57

99

-

-

7

Investment return on equity

84

372

-

-

9

Other income

105

112

-

-

Other expenses

(31)

(23)

-

380

10

PRE-TAX PROFIT/(LOSS)

11

Tax

359

922

212

(104)

(497)

3

3

Net profit/(loss) for the year before minority interests

254

424

215

383

Minority interests’ share

(39)

(42)

-

-

PROFIT/(LOSS) FOR THE YEAR

215

382

215

383

11

19

-

-

-

-

-

-

(11)

(19)

-

-

1

1

-

-

215

383

215

383

Other comprehensive income
Value adjustment of owner-occupied property
Tax effect of revalued owner-occupied property
Other comprehensive income transferred to
bonus-eligible insurance contracts
Total other comprehensive income
COMPREHENSIVE INCOME FOR THE YEAR
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Balance sheet
Note

(DKK million)

Group

PFA Holding

2013

2012

2013

2012

673

519

32

-

ASSETS
Intangible assets
12

Equipment

72

45

-

-

13

Owner-occupied properties

433

419

-

-

Total property, plant and equipment

505

464

-

-

8,601

10,033

-

-

13

Investment properties
Investments in group enterprises and associates

14

Equity investments in group enterprises

15

Equity investments in associates
Loans to associates
Total investments in group enterprises and associates

-

-

5,276

5,278

2,533

2,912

-

-

466

-

2,999

2,912

5,276

5,278

Other financial investment assets
Equity investments
16

27,681

21,320

-

-

Bonds

249,815

256,871

-

-

Loans

67

117

-

-

11,550

18,479

-

-

Total other financial investment assets

289,113

296,787

-

-

TOTAL INVESTMENT ASSETS

300,713

309,732

5,276

5,278

83,421

39,348

-

-

1

1

-

-

Derivative financial instruments

17

Investment assets related to unit-linked contracts
Total reinsurers’ share of technical provisions
Receivables
Receivables from policyholders

491

355

-

-

Receivables from insurance companies

7

12

-

-

Receivables from group enterprises

-

-

48

-

Other receivables

143

167

-

-

Total receivables

641

534

48

-

3

Other assets
Current tax assets
11

153

72

3

2,761

1,697

9

9

Cash and cash equivalents

24,865

13,686

31

31

Total other assets

27,779

15,455

43

43

3.317

3.527

-

-

437

402

-

-

3,754

3,929

-

-

417,487

369,984

5,399

5,321

Deferred tax assets

Prepayments
Interest receivable and accumulated rent
Other prepayments
Total prepayments
TOTAL ASSETS
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Note

(DKK million)
EQUITY AND LIABILITIES

Group
2013

PFA Holding
2012

2013

2012

Equity
18

Share capital

1

1

1

1

1,245

1,245

-

-

1

1

-

-

Total reserves

1,246

1,246

-

-

Retained earnings

4,152

4,064

5,398

5,310

Contingency fund
Revaluation reserve, owner-occupied properties
19

Proposed dividend
PFA Holding’s share
Minority interests’ share
Total equity
20

Subordinate loan capital

0

0

0

0

5,399

5,311

5,399

5,311

851

790

-

-

6,249

6,101

5,399

5,311

600

850

-

-

126

137

-

-

Provisions for insurance and investment contracts
Provisions for unearned premiums
Guaranteed benefits

216,091

231,399

-

-

Bonus potential on future premiums

7,409

9,724

-

-

Bonus potential on paid-up policy benefits

4,601

2,472

-

-

228,100

243,596

-

-

21

Total life insurance provisions

22

Provisions for claims

2,648

2,540

-

-

23

Collective bonus potential

9,301

10,358

-

-

-

0

-

-

Provisions for bonus and premium rebates
24

CustomerCapital

20,668

18,969

-

-

25

Provisions for unit-linked contracts

63,370

39,469

-

-

324,213

315,069

-

-

Total provisions for insurance and investment contracts
Provisions
Deferred tax liabilities

14

34

-

-

Total provisions

14

34

-

-

Payables, direct insurance operations

50

38

-

-

Payables, reinsurance

39

11

-

-

Payables to credit institutions

54,383

24,958

-

Payables to group enterprises

-

-

Liabilities other than provisions

20

Current tax liabilities
26

Other payables
Total liabilities other than provisions
Deferred income
TOTAL EQUITY AND LIABILITIES

27

Contingent liabilities

28

Breakdown of assets and returns

29

Percentage breakdown of equity investments on industries and regions

30

Risk management and sensitivity information

31

5-year summary (key figures and financial ratios) – see page 56

32

Directorships – see pages 92-94

10

1,498

4,586

-

29,721

17,737

-

-

85,691

47,330

-

10

719

600

-

-

417,487

369,984

5,399

5,321
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Statement of changes in equity and capital structure
Note

(DKK million)

Group
Share
capital

Contingency
fund

Retained
earnings

Equity,
parent
company

Equity,
minorities

Total equity

Equity 1 January 2012

1

1,245

3,934

5,180

229

5,049

Profit/(loss) for the year

-

-

382

382

42

424

Transfer to CustomerCapital

-

-

(252)

(252)

-

(252)

Other comprehensive income

-

-

1

1

-

1

Comprehensive income

-

-

131

131

42

173

Distributed dividend

-

-

(0)

(0)

-

(0)

Cash capital increase and
capital outflow

-

-

-

-

519

519

Equity 31 December 2012

1

1,245

4,065

5,311

790

6,101

Profit/(loss) for the year

-

-

215

215

39

254

Transfer to CustomerCapital

-

-

(127)

(127)

-

(127)

Other comprehensive income

-

-

1

1

-

1

Comprehensive income

-

-

88

88

39

128

Distributed dividend

-

-

(0)

(0)

-

(0)

Cash capital increase
and capital outflow

-

-

-

-

21

21

Equity 31 December 2013

1

1,245

4,153

5,399

851

6,249

(DKK million)

64

PFA Holding
Share
capital

Contingency
fund

Retained
earnings

Equity,
parent
company

Equity,
minorities

Total equity

Equity 1 January 2012

1

-

5,179

5,180

-

5,180

Profit/(loss) for the year

-

-

383

383

-

383

Transfer to CustomerCapital

-

-

(252)

(252)

-

(252)

Other comprehensive income

-

-

-

-

-

-

Comprehensive income

-

-

131

131

-

131

Distributed dividend

-

-

(0)

(0)

-

(0)

Cash capital increase
and capital outflow

-

-

-

-

-

-

Equity 31 December 2012

1

-

5,310

5,311

-

5,311

Profit/(loss) for the year

-

-

215

215

-

215

Transfer to CustomerCapital

-

-

(127)

(127)

-

(127)

Other comprehensive income

-

-

-

-

-

-

Comprehensive income

-

-

88

88

-

88

Distributed dividend

-

-

(0)

(0)

-

(0)

Cash capital increase
and capital outflow

-

-

-

-

-

-

Equity 31 December 2013

1

-

5,398

5,399

-

5,399
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Note

(DKK million)
PFA Holding
2013

2012

Equity

5,399

5,311

Core capital

5,399

5,311

(0)

(0)

(32)

-

Capital base and solvency requirement

Proposed dividend
Intangible assets
Booked tax assets, net

(9)

-

Reduced core capital

5,358

5,311

Capital base

5,358

5,694

Solvency requirement (8 per cent of weighted assets)

(426)

(490)

4,931

4,821

Excess capital base
The capital base and solvency requirement for PFA Holding are determined in accordance with
the rules applicable to financial holding companies.
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Notes to the income statement and balance sheet

Accounting policies
General
The Annual Report is presented in accordance with

Investment properties and Equity investments in

the Danish Financial Business Act, including the

associates. The comparative figures have been

Executive Order on Financial Reports for Insurance

restated accordingly, with DKK 2.5 billion being

Companies and Lateral Pension Funds.

restated in the balance sheet and DKK 232 million
in returns for 2012.

All amounts in the financial statements are presented in whole million DKK. All the figures are

Under investment assets, the comparative figures

rounded off separately, and this may therefore

for the items Bonds, Loans and Investment assets

result in small differences between the totals listed

related to unit-linked contracts have been restated

and the total of the underlying figures.

due to reclassification. The restatements made
have no impact on the income statement.

By a decision of 18 June 2013, the Danish Financial
Supervisory Authority ordered PFA Pension A/S to

In other respects, the accounting policies used are

transfer an amount from equity to Collective Cus-

the same as those applied in 2012.

tomerCapital. The amount must correspond to the
so-called rebates for the period 2006-2013 and

The wholly-owned Group subsidiary Funktionær-

has been determined at a total of DKK 857 million

Pension was merged with the subsidiary PFA

for the period. PFA does not agree with this deci-

Pension with effect from 1 January 2013. The

sion and has brought it before the Danish Company

merger has been treated according to the uniting-

Appeals Board. The Danish Financial Supervisory

of-interests method. The comparative figures in the

Authority has stated that the adjustment may not

financial statements for the PFA Holding Group are

change the contribution (allocation of profit or

unaffected by the merger.

loss) retroactively. Therefore, the adjustment to the
financial statements has been made by way of a

The subsidiary PFA Pension acquired the companies

restatement of the balance sheet items Equity,

Mølholm Forsikring and Cantobank in 2013.

CustomerCapital and Deferred tax assets in each
of the relevant years. The corrections made are

The acquisitions have been treated according

shown in the table below.

to the acquisition method. Thus, the acquired companies were included in the consolidated financial

Due to developments in the accounting policies for

statements from the acquisition date, and the

jointly controlled enterprises, pro-rata consolidation

comparative figures have not been restated.

is no longer used. The enterprises previously con-

Having regard to materiality, it was chosen to

solidated on a pro-rata basis are recognised in one

include the two companies in the consolidated

line with effect for the current and future reporting

financial statements’ existing items, rather than

periods. This has led to a reclassification between

adding new items.

Before 2009

2009

Transfer to CustomerCapital

46

49

Transfer from equity

35

37

Deferred tax asset

12

12

19

DKK million
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2010

2011

2012

2013

Total

75

181

336

170

857

56

136

252

127

643

45

84

42

214

As at 31 December 2013, PFA Holding acquired the

For sickness and accident insurance, the insurance

companies PFA kapitalforvaltning, PFA Portefølje

liabilities are calculated taking into account expec-

Administration and PFA Udbetalingsbank (the for-

tations regarding the scope of future recoveries

mer Cantobank) from PFA Pension.

and reopenings of old cases. The expectations are
based on empirical data from the Group’s existing

Accounting estimates

insurance portfolio and are updated on an ongoing

The preparation of the financial statements

basis.

requires that Management undertake a range of
estimates and judgements regarding future condi-

Fair value of financial instruments

tions which have a material impact on the carry-

For financial instruments where the valuation is

ing amount of assets and liabilities. The areas in

based on observable market data to a minor extent

which Management’s critical estimates and judge-

only, the valuation is impacted by estimates. For

ments have the most significant impact on the

instance, this is the case for unlisted equity invest-

financial statements are:

ments as well as certain derivative financial instruments. The basis for making estimates is described

• Liabilities regarding insurance contracts.

under “Investment assets” below.

• Fair value of financial instruments.
• Fair value of properties.

Fair value of properties
The fair value of properties is calculated using the

Liabilities concerning insurance contracts

return method, which is based on the properties’

The calculation of liabilities regarding insurance

expected operating return and a required rate of

contracts is based on a range of actuarial calcula-

return fixed individually for each property in accord-

tions. These calculations use assumptions regard-

ance with Appendix 7 in the Executive Order on

ing a range of variables concerning mortality and

financial reports for insurance companies.

disability, etc. The assumptions are based on
experience from the existing portfolio of insurance

Changes in accounting estimates

policies and are updated on an ongoing basis.

For measurement of the life insurance provisions
at the end of 2013, the Danish Financial Super-

Insurance obligations as at 31 December 2013 have

visory Authority’s updated benchmark for antici-

been calculated on the basis of the discount rate

pated future life expectancy improvements and

curve, which is published by the Danish Financial

currently observed mortality is used. PFA’s model

Supervisory Authority. The applied discount rate

mortality is lower than the benchmark mortality

curve came into force on 13 June 2012, cf. the

for men under the age of 80, while the mortality

agreement between the Ministry of Business and

for men over the age of 80 and for women match-

Growth and Forsikring & Pension. The agreement

es the benchmark mortality. With the updating of

means that discount rate curves for terms over

the Danish Financial Supervisory Authority’s life

20 years are based on long-term expectations for

expectancy benchmark, the life expectancy model,

growth and inflation. This is in line with the prin-

for example, has resulted in an increase in life

ciples which are expected to be introduced in the

expectancy of approximately 0.4 year for 65-year-

forthcoming Solvency II regulations. For terms of

old men and 0.3 year for 65-year-old women in

up to 20 years, the curve is calculated based on

relation to the assumptions previously used, which

euro swap zero-coupon rates with the addition of

were based on the Danish Financial Supervisory

12 months’ moving average of the spread between

Authority’s benchmark from 2012. When calculat-

Danish and German government bonds and an

ing life insurance provisions, it has been assumed

option-adjusted spread concerning Danish mort-

that the total increase in life expectancy is 1.0

gage credit bonds. However, discount rates with very

year for a 65-year-old man and 0.9 year for a

short terms of 0-2 years are calculated on the basis

65-year-old woman in relation to the currently

of effective interest rates on adjustable-rate bonds.

observed life expectancy, without taking into
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account life expectancy improvements. A 65-year-

Sickness and accident insurance results, results

old man is therefore expected to live another 20.2

from unit-linked contracts and other income and

years, while a 65-year-old woman is expected to

expenses are allocated proportionately to equity

live another 22.6 years. In addition, a risk charge

and Collective CustomerCapital.

is included.
The notified principle for equity’s share of realised
The risk charge increases the remaining life expec-

results may be deviated from in any one year for

tancy for a 65-year-old by a further approximately

the benefit of CustomerCapital and/or collective

0.2 year. The update means an overall increase in

bonus potential.

life insurance provisions of approximately DKK 1.25
billion as at 30 September 2013 compared with the

Interest rate groups

previously reported life expectancy assumptions.

If the group’s realised results are positive, an

The change reduces the realised result, but has no

operational risk charge is allocated to equity

direct effect on the company’s capital base.

and CustomerCapital. If the realised results are
insufficient to cover the targeted operational risk

Profit or loss for the year and contribution

charge allocable to equity and CustomerCapital,

The company notified the Danish Financial Super-

the outstanding amount will be recorded as a

visory Authority of the principles used for the dis-

receivable outside the balance sheet. Any opera-

tribution of the realised results in accordance with

tional risk charge receivable will be shown in the

the Executive Order on the contribution principle.

statement of changes in equity.

The total portfolio of average interest rate insur-

The annual review and the note regarding pre-tax

ance policies is divided into homogeneous groups

profit or loss provide a detailed account of the

based on the calculation elements of interest rate,

determination and distribution of the realised

risk and costs. A collective bonus potential is

results in the current year.

allocated to each group. PFA Pension has divided
the customers with average interest rate products

The balance of the realised results accrues to

into four interest rate groups according to the basic

the policyholders in the form of bonus, etc., and

interest rate and into a number of risk and cost

any excess amount is transferred to the group’s

groups. To this should be added three interest rate

collective bonus potential.

groups and a risk and cost group attributable to
the separate sub-portfolio of previous policies in

If the remaining realised results are negative,

FunktionærPension.

the amount will primarily be deducted from the
group’s collective bonus potential and subse-

The share of realised results before tax attributed

quently from the policyholders’ total bonus

to equity and CustomerCapital for insurance plans

potential on paid-up policy benefits within the

subject to contribution consists of investment re-

group. If the bonus potential on paid-up policy

turns on their separate assets after the addition of

benefits is insufficient, the remaining amount

an operational risk charge and after the deduction

will be covered by equity and CustomerCapital

of any losses. The remaining part of the realised

on a pro-rata basis. Such a loss is recorded as a

results is split among the contribution groups as

receivable outside the balance sheet. Any receiv-

stated below (interest, risk and cost groups).

able is shown in the statement of changes in
equity.

CustomerCapital consists of special bonus provisions, type B, in accordance with Section 35 of the

As regards the separate sub-portfolio of previ-

Danish Executive Order on calculation of capital

ous policies in FunktionærPension, the targeted

base. CustomerCapital has the same ranking as

operational risk charges, see above, are allocated

equity and is divided into Collective CustomerCapital

between equity and the special bonus provisions

and Individual CustomerCapital.
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for this sub-portfolio in accordance with the

classified as associates if a company in the Group

rules applicable to FunktionærPension prior to

directly or indirectly holds between 20 and 50 per

the merger.

cent of the voting rights.

Risk and cost groups

When another company is acquired, the acquired

In the risk and cost groups, the realised results

assets and liabilities are recognised and measured

are first reduced by the amount that has been

at fair value at the date of acquisition. Goodwill

allocated in advance to customers in the form of

arising on the acquisition of another company is

bonus, etc.

recognised in the balance sheet, while negative
goodwill is recognised as income in the income

If the group’s remaining realised result is posi-

statement.

tive, it is reduced by the targeted operational risk
charge allocable to equity and CustomerCapital. If

The uniting-of-interests method is used in the case

the remaining realised result is positive, it is trans-

of a merger between companies in the PFA Hold-

ferred to the group’s collective bonus potential.

ing Group, meaning that the financial statements
are prepared for the period in which the merger

If the realised result is negative, it is covered

occurred, as if the companies had been merged as

by the group’s collective bonus potential. If the

from the earliest accounting

group’s collective bonus potential is insufficient to
cover the negative amount, the negative balance

Intercompany transactions

will be covered by equity and CustomerCapital on

Intercompany transactions in the PFA Holding

a pro-rata basis. Shadow accounts are not kept for

Group are entered into on an arm’s length basis or

amounts covered by equity and CustomerCapital.

according to a cost recovery principle and following
a contractual agreement between the companies.

As regards the separate sub-portfolio of previous policies in FunktionærPension, the targeted

Foreign currency translation

operational risk charges, see above, are allocated

The Group’s and company’s functional and pres-

between equity and the special bonus provisions

entation currency is Danish kroner (DKK). Trans-

for this sub-portfolio in accordance with the rules

actions in foreign currencies are translated using

applicable to FunktionærPension prior to the merg-

the exchange rate at the date of the transaction.

er. For these groups, any operational risk charge

Balance sheet items in foreign currencies are

receivable is booked in shadow accounts.

translated using the exchange rates of the Bank
of England (GMT 1600) prevailing on the balance

Group structure and related parties

sheet date. Any exchange differences in connection

The consolidated financial statements include com-

with foreign currency translations are recognised

panies in which the parent company, directly or

in the income statement. The fair value of forward

indirectly, holds 50 per cent or more of the votes,

exchange transactions is calculated by discounting

or otherwise has a controlling interest. The Group’s

the value to the balance sheet date based on the

activities mainly relate to life and pension insur-

relevant money market interest rate.

ance. The consolidated financial statements are
therefore prepared in accordance with the rules

Insurance and investment contracts

applicable to life insurance companies. Jointly con-

Life insurance policies are divided into insurance

trolled associates are consolidated on a pro-rata

and investment contracts. Insurance contracts are

basis.

contracts with significant insurance risks or which
entitle the policyholder to a bonus. Investment

Associates are companies in which the Group holds

contracts are contracts with insignificant insurance

equity investments and exerts a significant, but

risks and form part of unit-linked contracts where

not controlling influence. Companies are basically

the policyholder bears the investment risks.
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General principles of recognition

Interest expenses include interest payable on

and measurement

subordinate loan capital and other payables.

In the income statement, all income is recognised
as it is earned, and all expenses – including insur-

Administrative expenses of investment

ance benefits, changes in provisions and changes

activities include portfolio management fees

in bonus – as they are defrayed.

payable to asset managers, direct transaction
and custody costs as well as own administrative

Assets are recognised in the balance sheet when it

expenses related to investment assets.

is probable that future financial benefits will flow to
the company, and when the value of the asset can

Pension yield tax covers personal pension yield

be measured reliably. Liabilities are recognised in

tax, which is calculated on the periodical crediting

the balance sheet when it is probable that future

of interest to customers, and institutional pension

financial benefits will flow from the company, and

yield tax, which is calculated on the transfers to

when the value of the liability can be measured

collective bonus potential and CustomerCapital.

reliably.

The pension yield tax rate is 15.3 per cent.

Income statement

Insurance benefits

Premiums

Insurance benefits net of reinsurance include

Premiums and single premiums are recognised in

benefits disbursed for the year following adjust-

the income statement at the recorded due date.

ment for the year’s change in the provisions

Transfers between the company’s individual insur-

for claims and after the deduction of reinsurers’

ance portfolios are not recognised in the premium

shares. Insurance benefits relating to investment

revenue unless tax has been paid on the transfer in

contracts are recognised directly in the balance

accordance with the Danish Pension Taxation Act.

sheet.

Reinsurers’ shares of premiums are deducted.
Premiums from investment contracts are recognised

Change in life insurance provisions

directly in the balance sheet.

The change in life insurance provisions, net of
reinsurance, covers the year’s change in life

Investment return

insurance provisions. The change in life insurance

Income from group enterprises and associates

provisions is specified in the notes regarding

includes the Group’s and the company’s shares of

guaranteed benefits, bonus potential on future

the relevant companies’ results after tax, including

premiums and bonus potential on paid-up policy

value adjustments.

benefits.

Income from investment properties includes

Change in provisions for unit-linked contracts

the results on the operation of investment

The change in provisions for unit-linked contracts

properties after deduction of expenses for property

covers the year’s change in unit-linked provisions

management and before mortgage interest.

except for premiums and benefits concerning
investment contracts.

Interest income and dividends, etc. include
the year’s interest income on securities and loans,

Bonus

indexation of index-linked bonds and dividends

The change in collective bonus potential is

from equity investments after dividend tax.

the portion of the realised results accruing to the
insurance portfolio in excess of the bonus already

Value adjustments consist of the year’s value

allocated. To this must be added any transfers from

adjustment of equity investments, investment,

equity. If the insurance portfolio’s realised results

properties, owner-occupied properties, bonds,

are negative after deduction of bonus already

loans and derivative financial instruments.

allocated, the item includes the use of collective
bonus potential for which provision was made in
prior years.
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The change in CustomerCapital includes the

The technical interest, which is a calculated interest

return on assets allocated to CustomerCapital, the

yield on the average technical provisions, net of

net amount contributed by customers during the

reinsurance, is transferred from investment return.

year, the year’s operational risk charge added, the

The amount is calculated using the term-depend-

share of the results of other activities, and any

ent discount rate fixed by the Danish Financial Su-

transfers from equity.

pervisory Authority. The portion of the increase in
premium and claims provisions attributable to dis-

Insurance operating expenses

counting is transferred from the premiums/claims

Acquisition costs comprise expenses associated

incurred for set-off against the technical interest.

with the acquisition and renewal of the insurance

Value adjustments form part of investment return.

portfolio. Administrative expenses include other
expenses relating to the insurance operations.

Claims incurred, net of reinsurance, comprise the

The distribution of costs not directly attributable to

year’s disbursed claims following adjustment for

either acquisitions or administration is undertaken

the year’s change in provisions for claims, including

in accordance with a cost allocation method based

gains or losses on previous years’ provisions (run-

on activities.

off profit or loss). Furthermore, this item includes
expenses in connection with the assessment of

The Group’s contributions to the defined contribu-

claims, claims control expenses and an estimate of

tion plans for employees are recognised in the

expected expenses in connection with the adminis-

income statement in step with the contributions

tration and claims processing of the insurance con-

being earned by the employees.

tracts entered into by the company. The reinsurers’
share is set off against the total gross claims.

Bonus to employees is recognised in the income
statement in the year in which the bonus entitle-

The transferred investment return is calculated as a

ment is earned.

proportionate share of the investment return from
a special asset portfolio that is equal to the sick-

A share of the total operating expenses, based

ness and accident provisions, as well as miscellane-

on direct and estimated resource consumption, is

ous other provisions of a marginal size relative to

recognised in the items Administrative expenses

the company’s balance sheet total.

of investment business and Technical result of
sickness and accident insurance.

Other income includes income from administration of other companies as well as other income

Transferred investment return

not attributable to the company’s insurance portfo-

Transferred investment return includes the share

lio or investment assets.

of investment return related to equity and sickness
and accident insurance. Investment return on

Other expenses include costs in connection with

equity constitutes the return on investment assets

the administration of other companies as well as

allocated to equity. The return on sickness and

other expenses not attributable to the company’s

accident insurance is calculated on the basis of the

insurance portfolio and investment assets.

average balance sheet figures at the beginning and
the end of the year.

Tax
The PFA Group’s Danish subsidiaries and affiliated

Sickness and accident insurance

companies are taxed jointly in accordance with

Earned premiums, net of reinsurance, are

the applicable tax rules. PFA has opted not to

recognised in the income statement on the due

include the companies’ foreign properties and

date. Earned premiums which are determined after

PFA Soraarneq in the joint taxation regime.

the deduction of claims-independent rebates etc.
and ceded insurance premiums are stated on an
accruals basis.
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The Danish taxable income of the Group’s property

Any impairment losses are estimated on the

companies forms part of the owning life insurance

basis of impairment tests. The costs attributable

company’s taxable income, provided that at least

to maintaining intangible assets are expensed in

90 per cent of the individual property company’s

the year they are defrayed.

assets consist of real property. In that case, provisions for both current and deferred taxes are made

Property, plant and equipment

in the owning company.

Equipment mainly consists of cars. Equipment
is recognised in the balance sheet at cost after

Current tax is distributed among the profit-yielding

the deduction of accumulated depreciation and

jointly taxed companies, which also refund the tax

accumulated impairment losses. Depreciation is cal-

bases of losses to the loss-making companies.

culated on a straight-line basis over the expected
useful life, typically four years.

Deferred tax is recognised on the basis of temporary differences between the carrying amounts and

Owner-occupied properties are properties which

tax bases of assets and liabilities on the balance

the Group uses for administration, etc. Owner-

sheet date.

occupied properties are initially recognised at cost.
Subsequently, the owner-occupied properties are

Other comprehensive income

measured at fair value. Increases in the revalued

Other comprehensive income is listed separately

amount are recognised in other comprehensive

at the bottom of the income statement. Moreover,

income unless the increase is equal to a decrease

changes attributable to other comprehensive in-

in value which was previously recognised in the

come are shown in the statement of changes in

income statement. Decreases in the revalued

equity.

amount are recognised in the income statement
unless the decrease is equal to an increase in value

Other comprehensive income includes items

which was previously recognised in other compre-

which are carried directly to equity, including value

hensive income.

adjustments of owner-occupied properties.
Depreciation on owner-occupied properties is
Balance sheet

undertaken on a straight-line basis based on the

Assets

property’s residual value and an estimated useful

Intangible assets

life of 100 years.

Goodwill in connection with the acquisition of
equity investments in group enterprises is deter-

Investment assets

mined as the positive difference between the total

Investment properties are properties that have

cost and the fair value of the net assets at the

been acquired to obtain rental income and/or capi-

date of acquisition. Annual impairment tests are

tal gains. Investment properties are initially recog-

made, and any write-downs for impairment are

nised at cost. Subsequently, investment properties

recognised in the income statement.

are measured at fair value. The fair value is calculated according to the return method in accordance

Acquired and self-developed software is recognised

with the principles in the Executive Order on the

in the balance sheet at cost after the deduction of

presentation of financial statements. The method

accumulated amortisation and accumulated impair-

is based on the individual property’s operating

ment losses. The cost of self-developed software

income and a required return related to the prop-

consists of direct and internal project development

erty (required rate of return). The operating return

expenses. Amortisation is made in accordance with

is based on the coming year’s expected return

the straight-line method over the expected useful

adjusted for exceptional circumstances.

life, which is between zero and eight years.
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Properties that have been scheduled for sale have

mediately preceding days. In the event that there is

been measured at the expected selling price in

no other relevant price, the fair value can be esti-

consideration of the timeframe. The required rate

mated based on the closing prices of comparable

of return has been determined on a best estimate

financial instruments on the balance sheet date.

basis, taking into account the special characteristics of the relevant property so as to correspond to

On the purchase and sale of financial assets, the

the return requirements reflected by transactions

trade date is used as the recognition date. When

in the property market in the period leading up to

the trade date is used, a liability corresponding to

the date of valuation. The required rate of return is

the agreed price is recognised – at the same time

determined assuming that the property will be sold

as the purchase of a financial asset is recognised.

at the calculated value after sales efforts have been

Likewise, an asset corresponding to the agreed

ongoing for a period not to exceed six months.

price is recognised in connection with the sale of
a financial asset. The liability or asset ceases to be

Equity investments in group enterprises and

recognised in the balance sheet at the settlement

associates are recognised at cost at the date of

date. As a consequence of using the trade date as

acquisition and subsequently measured at the

a recognition criterion, coupon interest and draw-

equity value most recently known. The proportion-

ings are included in cash and cash equivalents from

ate ownership shares of the companies’ equity

the time when information about the transaction

are included in the items Equity investments in

has been received.

group enterprises and Equity investments in
associates, and the proportionate shares of the

Listed bonds which have been drawn are measured

individual companies’ results after tax are included

at the present value of the amount drawn by

in the items Income from group enterprises and

discounting them at the money market rate.

Income from associates.
Unlisted unit trust certificates are measured at the
Other financial investment assets

fair value of the underlying net assets.

Financial instruments are recognised in the balance sheet at cost at the trade date, excluding

The fair value of unlisted derivative financial instru-

expenses, corresponding to the fair value, and are

ments is recognised on the basis of the fair value

subsequently measured at fair value after initial

determined by external parties, with the exception

recognition.

of OTC derivatives.

Unit trust certificates are included in the individual

The fair value of other unlisted securities and OTC

items of the balance sheet on the basis of the

derivatives is measured in accordance with recog-

underlying assets.

nised methods, including standards determined by
the European Private Equity and Venture Capital

Derivative financial investment assets are included

Association (EVCA) and the Danish Venture Capital

under Other financial investment assets if the

Association (DVCA). Investments in unlisted shares

market value of the asset is positive. If the mar-

are valued individually at fair value using recog-

ket value is negative, the asset is included under

nised valuation methods. The valuation is based on

Other payables.

a combination of a Discounted Cash Flow analysis,
a listed peer group analysis and an analysis of pre-

The fair value of listed financial assets is calculated

vious M&A transactions for comparable companies.

on the basis of the closing price at the balance

The fair value of unlisted investments is calculated

sheet date. In the event that there is no relevant

based on the reports, financial statements and

closing price on the balance sheet date, another

other information most recently received for the

relevant price on the balance sheet date is used

individual company.

or, in the alternative, the price on one of the im-
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Investment assets related to unit-linked con-

Provisions for insurance

tracts comprise assets under unit-linked contracts.

and investment contracts

Investment assets related to unit-linked contracts

Life insurance provisions, net of reinsurance

are measured using the same principles as for

are measured on every insurance plan by deter-

other financial investment assets (see above).

mining the market value of expected future cash
flows. The market value is calculated by discounting

Receivables

the individual payments on the basis of the Dan-

Receivables are measured at amortised cost, which

ish yield curve published by the Danish Financial

usually corresponds to the nominal value less any

Supervisory Authority, reduced by pension yield tax

write-down for bad and doubtful debts.

for relevant policy parts. Expected future cash flows
are calculated on the basis of present life expec-

Other assets

tancy, future life expectancy improvements and a

Current tax assets and deferred tax liabilities

disability intensity on the basis of own analyses of

are determined in accordance with applicable tax

the Group’s insurance portfolios.

law.
Life insurance provisions are determined in considTax assets relating to loss carryforwards are only

eration of an age-dependent probability that the

recognised in deferred tax if it is probable that they

individual insured will surrender his/her policy or

can be utilised.

change it into a paid-up policy. The life insurance
provisions include a risk charge. The recognition

Equity and liabilities

of the risk charge is based on the determination

Equity

of age-dependent probabilities of policies being

The contingency fund can only be used to cover

surrendered or being changed to paid-up policies,

losses incurred to pay the insurance obligations

reactivation and disability and future life expec-

or otherwise for the benefit of the insureds. The

tancy improvements.

entire contingency fund consists of taxed funds.
Guaranteed benefits represent the market value
The revaluation reserve relating to owner-

of benefits guaranteed to the individual insured,

occupied properties comprises the value adjust-

with the addition of expected future administrative

ment of owner-occupied properties to fair value

expenses and less the agreed future premiums.

after the deduction of accumulated depreciation.

Guaranteed benefits include an estimated amount
to cover future insurance benefits pertaining to

The portion of the value adjustment attributable

insurance events which occurred during the finan-

to insurance and investment contracts eligible for

cial year, but had not been reported at the balance

bonus is transferred to collective bonus potential.

sheet date.

Subordinate loan capital

Bonus potential on future premiums consists

Subordinate loan capital is subordinated debt. In

of commitments to pay a future bonus on agreed

the case of liquidation or bankruptcy, the subordi-

premiums that have not yet fallen due. Bonus po-

nate loan capital ranks after the ordinary unsecured

tential on future premiums is determined as the

creditors’ claims. Subordinate loan capital is meas-

difference between the value of guaranteed paid-

ured at fair value.

up policy benefits and the value of guaranteed
benefits, if this difference is positive. Guaranteed

74

Annual report

PFA Holding

2013

paid-up policy benefits are the present values of

Provisions for unit-linked insurance contracts

the benefits guaranteed to the policyholder on

generally represent the market value of the un-

conversion to a paid-a policy less the present value

derlying assets. If the policies in question include

of expected future expenses to administer the

a stipulation to the effect that, at the time of ma-

paid-up policy.

turity, benefits will be calculated on the basis of a
value that is higher than the current market value

Bonus potential on paid-up policy benefits

of the relevant assets, then the provisions will be

comprises commitments to pay bonus concerning

measured with due allowance for this.

premiums, etc. already paid. Bonus potential on
paid-up policies is determined as the difference

Payables and provisions

between the value of retrospective provisions and

Payables and provisions are measured at amortised

the value of guaranteed paid-up policy benefits, if

cost, which usually corresponds to the nominal

this difference is positive. Retrospective provisions

value.

are paid premiums after the deduction of disbursed
benefits and expenses and the addition of accrued

Deferred tax liabilities are determined in accord-

interest.

ance with applicable tax law.

Provisions for claims are estimates of expected

A contingent liability is a possible obligation

disbursements and past due, but not paid, insur-

that arises from past events and whose existence

ance benefits. Provisions for claims concerning

will be confirmed only by the occurrence or non-

sickness and accident insurance include provisions

occurrence of one or more uncertain future events

for administrative expenses in connection with

not wholly within the control of the company, or a

the settlement of claims and are determined as

present obligation that arises from past events but

the present value of expected future payments,

is not recognised because it is not probable that

including estimated expenses to settle the claims

an outflow of resources embodying economic ben-

incurred.

efits will be required to settle the obligation or the
amount of the obligation cannot be measured with

Collective bonus potential is the insurance

sufficient reliability.

portfolio’s share of the realised results included in
collective provisions for bonus-eligible insurance

Financial ratios

plans over and above life insurance provisions and

Yield ratios in the 5-year summary are calculated

provisions for claims.

for all assets and liabilities according to a moneyweighted method, whereas returns broken down

Provisions for bonus and premium rebates are

by asset type in the return table are calculated for

amounts accruing to the policyholders due to fa-

investment assets (i.e. excl. liabilities and various

vourable claims experience in the present or previ-

assets) according to a time-weighted method.

ous years.
Currency hedging is included in the return table
CustomerCapital forms part of the capital base

under Other financial investment assets.

on a par with equity, but since it accrues to the
insureds over time, it forms part of the technical

Interest receivable is included in the value of the

provisions.

individual bond classes in the return table.
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Notes
Note
1

(DKK million)

Group

PFA Holding

2013

2012

2013

2012

24

27

-

-

14,698

13,708

-

-

321

267

-

-

9,429

7,428

-

-

Total direct insurance

24,448

21,402

-

-

Total premiums related to insurance and investment contracts

24,472

21,429

-

-

Gross premiums
Total indirect insurance
Premiums, direct
Group life premiums, direct
Single premiums and transfers, direct

(2)

(6)

-

-

Intercompany transfers

303

41

-

-

Premiums related to investment contracts

301

35

-

-

24,773

21,464

-

-

23,263

20,341

-

-

1,165

829

-

-

321

267

-

-

24,749

21,437

-

-

Insurance with bonus plans

803

3.958

-

-

Insurance without bonus plans

397

360

-

-

Unit-linked contracts

23,549

17,120

-

-

Total

24,749

21,437

-

-

Transfer of premiums from investment contracts to the balance sheet

TOTAL GROSS PREMIUMS
Breakdown of premiums, direct insurance and investment contracts
Insurance taken out through employers
Insurance taken out by individuals
Group term life insurance
Total
All premium income is from Danish direct insurance

Number of insureds, direct insurance

2

Insurance taken out through employers

712,024

693,126

-

-

Insurance taken out by individuals

361,537

350,601

-

-

Group term life insurance

214,695

224,246

-

-

9,249

9,273

-

0

-

-

0

(0)
-

Interest income, dividends, etc.
Interest income
Interest on intercompany balances
Indexation

455

535

-

Dividend

896

558

-

-

10,600

10,366

0

(0)

24

171

-

-

5

28

-

-

6,947

3,936

-

-

Bonds

(10,947)

10,524

-

-

Loans

(14)

(3)

-

-

Derivative financial instruments

(4,160)

5,740

-

-

Total value adjustments

(8,146)

20,397

-

-

-

Total interest income, dividends, etc.
3

Value adjustments
Investment properties
Owner-occupied properties
Equity investments

4

Pension yield tax
Collective pension yield tax

1,289

(3,174)

-

Individual pension yield tax

(1,533)

(1,249)

-

-

21

(7)

-

-

(222)

(4,430)

-

-

Adjustment of pension yield tax for previous year(s)
Total pension yield tax related to investment return
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Note
5

(DKK million)

Group
2012

2013

2012

Death benefits

(854)

Disability benefits

(116)

(620)

-

-

(78)

-

Benefits at maturity

-

(3,428)

(2,199)

-

-

Retirement and annuity benefits

(6,302)

(6,117)

-

-

Surrender

(5,630)

(5,079)

-

-

(355)

(373)

-

-

(16,685)

(14,465)

-

-

(116)

(96)

-

-

(16,801)

(14,561)

-

-

Transfer of insurance benefits from investment contracts to the balance sheet

6

18

-

-

Intercompany transfers

-

(0)

-

-

Benefits related to investment contracts

6

18

-

-

(16,795)

(14,543)

-

-

Salaries, employees

(764)

(726)

-

-

Pension contributions

(141)

(132)

-

-

Payroll tax, etc.

(107)

(113)

-

-

(1,012)

(972)

-

-

Benefits disbursed

Bonuses disbursed in cash
Total insurance contracts, direct
Expenses, indirect insurance
Total benefits related to insurance and investment contracts

TOTAL BENEFITS DISBURSED
6

PFA Holding

2013

Total expenses include

Total staff expenses

Salary and remuneration to the Executive Board
Group

Henrik
Heideby

Anne
Broeng

Lars EllehaveAndersen

Jon
Johnsen

Total

Salary

5.6

3.0

2.8

2.9

14.3

Pension

1.1

0.6

0.5

0.6

2.7

Fixed salary components

6.7

3.6

3.3

3.4

17.0

2013

Bonus

1.0

0.5

0.5

0.5

2.5

Variable salary components

1.0

0.5

0.5

0.5

2.5

Total

7.6

4.1

3.8

3.9

19.5

2012
Total fixed and variable salary components

18.5

As from 2011, the Supervisory Board decided that all group executive vice presidents should have uniform bonus schemes
of up to 20 per cent of their fixed salaries, cf. the company’s remuneration policy.
Bonus is granted based on an assessment of overall performance – both the company’s and the individual executive vice president’s
performance. Both financial and non-financial goals are part of the assessment.
The company can terminate the employment of the Group CEO at 24 months’ notice, and the group executive vice presidents at 6 months’
notice, with 6 months’ severance pay. All group executive vice presidents may terminate their employment at 6 months’ notice.
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Notes
Note
6

(DKK million)
Total expenses include (continued)
Supervisory
Board

Remuneration, the Supervisory Board

Audit
Committee

Remuneration
Committee

2013

2012

Group
Svend Askær (Chairman)

0.7

0.1

0.1

0.9

0.8

Jørn Neergaard Larsen (Vice-Chairman)

0.5

0.2

-

0.6

0.6

Karsten Dybvad (joined on 24 April 2013)

0.2

-

0.0

0.2

-

Hans Skov Christensen (withdrew on 24 April 2013)

0.1

-

0.0

0.1

0.3

Gita Grüning (disbursed to Teknisk Landsforbund
(the Danish Association of Professional Technicians))

0.2

-

-

0.2

0.2

Erik G. Hansen

0.2

-

0.1

0.3

0.3

Peter Ibsen

0.2

-

-

0.2

0.2

Per Jørgensen

0.2

-

-

0.2

0.2

Torben Dalby Larsen

0.2

0.1

-

0.3

0.3

Laurits Rønn (joined on 25 April 2012)

0.2

-

-

0.2

0.1

Per Tønnesen (joined on 24 April 2013)

0.2

-

-

0.2

-

Klavs Andreassen

0.2

-

-

0.2

0.2

Lars Christoffersen

0.2

-

-

0.2

0.2

Thomas P. Jensen

0.2

-

-

0.2

0.2

Hanne Sneholm Jensen

0.2

-

-

0.2

0.2

Mette Risom

0.2

-

-

0.2

0.2

-

-

-

-

0.1

4.1

0.4

0.2

4.7

4.2

Retired members of the Supervisory Board, 2012
Total remuneration
The Supervisory Board is not paid any variable remuneration.

Salary and remuneration, including pension contributions,
to employees whose activities have a significant impact on the company’s risk profile
Group
2013
Salary

15,4

Pension

3,0

Fixed salary components

18,4

Variable salary components

1,1

Total salary and remuneration

19,6

Number of persons

13

2012
Total salary and remuneration

17,1

Reference is also made to www.pfa.dk.

(DKK million)

Group
2013

PFA Holding
2012

2013

2012

Fees to auditors appointed by
the Annual General Meeting of Shareholders
Deloitte
Fees for statutory audit of the financial statements

(3)

(3)

-

-

Fees for other assurance engagements

(0)

(0)

-

-

Fees for other services

(2)

(0)

-

-

Total auditors’ fees, Deloitte

(5)

(3)

-

-

Average number of employees (full-time) for the year
PFA Pension, including real estate department

1,181

1,136

-

-

PFA Kapitalforvaltning (PFA Asset Management)

30

24

-

-

PFA Portefølje Administration (PFA Portfolio Administration)

19

18

-

-

8

9

-

-

1,238

1,186

-

-

Other and/or terminated business
Total
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Note
7

(DKK million)

PFA Holding
2012

2013

2012

(84)

(372)

-

-

16

(95)

-

-

(68)

(467)

-

-

1,098

852

-

-

68

(44)

-

-

1,166

808

-

-

14

7

-

-

Gross claims disbursed

(770)

(579)

-

-

Change in provisions for claims

(259)

(83)

-

-

12

19

-

-

(40)

42

-

-

(1,057)

(601)

-

-

42

(2)

-

-

Transferred investment return
Transferred investment return related to equity
Investment return transferred to non-life insurance
Total transferred investment return

8

Group
2013

Technical result of sickness and accident insurance
Gross premiums
Change in provisions for unearned premiums
Earned premiums, net of reinsurance
Technical interest

Discounting – reduction in term
Discounting – change in yield curve
Gross claims incurred
Change in other technical provisions, net of reinsurance
Bonus and premium rebates

0

0

-

-

Acquisition costs

(77)

(70)

-

-

Administrative expenses

(29)

(69)

-

-

(106)

(139)

-

-

24

53

-

-

(26)

(26)

-

-

57

99

-

-

1,098

852

-

-

Total insurance operating expenses, net of reinsurance
Investment return
Return on technical provisions
Total technical result of sickness and accident insurance
Premium income from Danish insurance
Claims, sickness and accident insurance
Number of policies

780,328

530,123

-

-

Number of claims

267,935

144,348

-

-

3,946

4,124

-

-

34.3 %

27.2 %

-

-

146

249

-

-

0

0

-

-

146

249

-

-

Average compensation for claims incurred, in DKK
Claims frequency
Gross run-off profit/(loss)
Ceded run-off
Run-off profit/(loss), net of reinsurance

The run-off profit/(loss) reflects the profit/(loss) on the provisions for claims made in previous year(s).
Return on technical provisions
Discounting – reduction in term
Total technical interest, net of reinsurance

26

26

-

-

(12)

(19)

-

-

15

7

-

-
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Notes
Note
8

(DKK million)
Technical result of sickness and accident insurance (continued)
Group
2013

Sickness and
accident insurance

Health insurance

Total

730

368

1,098

Gross premiums

798

368

1,166

(433)

(337)

(770)

(70)

(36)

(106)

Technical interest, net of reinsurance

14

0

15

Technical result

36

21

57

Gross premiums earned
Gross claims incurred
Gross operating expenses

Sickness and accident insurance, key figures
Group
Key figures (DKK million)
Gross premiums earned

2009

2010

2011

2012

2013

590

688

747

852

1,098

Gross claims incurred

(550)

(522)

(512)

(579)

(770)

Total insurance operating expenses

(128)

(146)

(140)

(139)

(106)

Technical result

(144)

52

81

99

57

86

113

166

27

(2)

Investment return after technical interest
Run-off profit/(loss)

(21)

52

78

249

146

1,628

1,699

1,847

1,977

2,256

107.4 %

79.7 %

78.5 %

74.7 %

87.1 %

21.8 %

21.4 %

19.1 %

17.2 %

9.1 %

Combined ratio, net of reinsurance

129.2 %

101.1 %

97.6 %

91.9 %

96.2 %

Operating ratio

123.6 %

93.1 %

89.8 %

88.2 %

95.2 %

(1.5) %

3.2 %

4.3 %

4.0 %

7.9 %

2013

2012

2013

2012

100

102

-

-

4

10

-

-

105

112

-

-

Total technical provisions

Key ratios (per cent)
Gross claims ratio
Gross expense ratio

Comparative run-off profit/(loss)

Group
9

Other income
Commissions from investment associations
Miscellaneous income
Total other income

80

PFA Holding

Annual report

PFA Holding

2013

Note
10

(DKK million)

Group

PFA Holding

2013

2012

2013

2012

Pre-tax profit/(loss) (sum of insurance companies)
Realised results
Balance on the interest account before bonus from the income statement

(6,969)

21,766

-

-

Balance on the cost account before bonus

503

843

-

-

Balance on the claims experience account before bonus

194

390

-

-

Change in accumulated value adjustment

5,913

(10,794)

-

-

Total realised results

(359)

12,204

-

-

Distribution to customers
Allocation to policyholders’ savings during the year
Transfer to the customers’ reserves from the income statement
Total distribution to customers

27

848

-

-

(2,375)

(7,341)

-

-

(2,348)

8,188

-

-

Distribution to CustomerCapital
The customers’ contributions to CustomerCapital

1,281

1,047

-

-

Return for the year before pension yield tax

260

1,054

-

-

Operational risk charge for the year before pension yield tax,
incl. risk and expenses

277

1,159

-

-

Total distribution to CustomerCapital, note 24

1,818

3,259

-

-

Total customers’ share

(530)

11,448

-

-

Distribution to equity via the income statement
Return for the year before tax

82

372

-

-

Operational risk charge for the year before tax, incl. risk and expenses

89

385

-

-

171

757

-

-

Equity’s share of the realised results
Operational risk charge receivable, CustomerCapital
Interest group 1, basic interest rate of up to 2.0 per cent

-

-

-

-

108

-

-

-

Interest group 3, basic interest rate over 3.0 per cent, but under 4.0 per cent

236

-

-

-

Interest group 4, basic interest rate of 4.0 per cent or more

383

-

-

-

Interest group 2, basic interest rate over 2.0 per cent and up to 3.0 per cent

FunktionærPension, interest group 1, basic interest rate of 2.5-3.5 per cent

21

-

-

-

FunktionærPension, interest group 2, basic interest rate of 1.5-2.5 per cent

28

-

-

-

FunktionærPension, interest group 3, basic interest rate of 0.5-1.5 per cent
Total operational risk charge receivable

1

-

-

-

777

-

-

-

Operational risk charge receivable, equity
Interest group 1, basic interest rate of up to 2.0 per cent

-

-

-

-

Interest group 2, basic interest rate over 2.0 per cent and up to 3.0 per cent

35

-

-

-

Interest group 3, basic interest rate over 3.0 per cent, but under 4.0 per cent

78

-

-

-

126

-

-

-

FunktionærPension, interest group 1, basic interest rate of 2.5-3.5 per cent

4

-

-

-

FunktionærPension, interest group 2, basic interest rate of 1.5-2.5 per cent

5

-

-

-

FunktionærPension, interest group 3, basic interest rate of 0.5-1.5 per cent

0

-

-

-

PFA Soraarneq A/S

4

-

-

-

251

-

-

-

Interest group 4, basic interest rate of 4.0 per cent or more

Total operational risk charge receivable
The principles for allocating the realised results are described in Accounting policies
in the section “Profit or loss for the year and contribution”.
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Notes
Note
11

(DKK million)

Group

PFA Holding

2013

2012

2013

2012

Current corporation tax on the year’s income

(46)

(4)

3

3

Change in deferred tax related to previous year(s)

(32)

7

0

0

Change in deferred tax related to the year

(27)

(200)

(0)

(0)

Tax

Impairment loss on tax assets for the year
Total tax

-

(300)

-

-

(104)

(497)

3

3
380

Pre-tax profit/(loss)

359

922

212

Basis of adjustment related to deferred tax, previous year(s)

126

(27)

0

-

Income/expenses not subject to tax, and profit/(loss) from subsidiaries, etc.

(68)

1,094

(225)

(392)

Calculated income
Of which tax (25 per cent)

417

1,990

(12)

(11)

(104)

(497)

3

3

-

Deferred tax assets
214

172

-

Institutional pension yield tax receivable

Tax on transfer from equity to CustomerCapital

1,074

-

-

-

Tax loss

1,590

1,679

9

9

Intangible assets and property, plant and equipment

(117)

(154)

-

-

2,761

1,697

9

9

191

195

-

-

0

1

-

-

Additions during the year

52

16

-

-

Disposals during the year

(37)

(20)

-

-

Cost, end of year

206

191

-

-

(146)

(140)

-

-

(19)

(13)

-

-

31

7

-

-

(134)

(146)

-

-

72

45

-

-

419

375

-

-

3

3

-

-

Depreciation

(5)

(6)

-

-

Value adjustment via other comprehensive income

11

19

-

-

Value adjustment via the income statement

5

28

-

-

Owner-occupied properties, end of year

433

419

-

-

Deferred tax assets, end of year
12

Equipment
Cost, beginning of year
Adjustment to cost at beginning of year

Impairment and depreciation, beginning of year
Depreciation for the year
Reversal of depreciation on disposals for the year
Impairment and depreciation, end of year
Equipment, end of year
13

Investment properties
Owner-occupied properties
Revaluation value, beginning of year
Additions during the year, including improvements

Investment properties
Fair value, beginning of year

11,228

10,584

-

-

Additions during the year, including improvements

1,149

590

-

-

Disposals during the year

(486)

(130)

-

-

(3)

185

-

-

Investment properties, end of year

11,890

11,228

-

-

Total properties, end of year*

12,322

11,647

-

-

3,289

1,195

Value adjustment to fair value for the year

*Of which placed under Investment assets related
to unit-linked contracts in the balance sheet
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(DKK million)

Group

PFA Holding

2013

2012

2013

2012

office properties

5.3 %

5.3 %

-

-

office properties abroad

6.7 %

6.7 %

-

-

owner-occupied properties

5.3 %

5.3 %

-

-

other business properties

5.3 %

5.8 %

-

-

residential properties

4.2 %

3.3 %

-

-

Investment properties (continued)
The weighted average rates of return that have been applied
in determining the fair value of individual properties amount to

For the purpose of measuring business properties in group enterprises, valuations have been obtained from external valuers.
Other properties have been measured internally. Business properties in associates have been measured using the measurement
made by the associate.
14

Equity investments in group enterprises*
Activity

Registered
office

Ownership
interest

Profit/
(loss)

Equity

Life insurance company

Copenhagen

100 %

225

4,813

Asset management

Copenhagen

100 %

-

280

Portfolio administration

Copenhagen

100 %

-

81

Credit institution

Copenhagen

100 %

-

102

Activity

Registered
office

Ownership
interest

Profit/
(loss)

Equity

Ejendomsselskabet Norden I K/S

Property company

Copenhagen

22 %

6

141

NREP Logistics AB

Property company

Stockholm

48 %

27

221

Investment company

Kolding

43 %

(6)

44

Management company

Copenhagen

50 %

-

0

Investment company

Copenhagen

50 %

(4)

370
2,322

Group
PFA Pension, forsikringsaktieselskab
PFA Kapitalforvaltning, fondsmæglerselskab A/S
PFA Portefølje Administration A/S
PFA Udbetalingsbank A/S
15

Equity investments in associates*
Group

SE Blue Equity I K/S
SE Blue Renewables GP ApS
SE Blue Renewables K/S

Holdingselskab

Copenhagen

40 %

326

Ejendomsselskabet Norden IV K/S

PF I A/S

Property company

Copenhagen

32 %

18

512

ATPFA K/S

Property company

Copenhagen

50 %

181

5,041

Irish Forestry Investments Holding A/S

Property company

Copenhagen

33 %

4

93

*Of which placed under Investment assets related to unit-linked contracts in the balance sheet.

1,438

The stated profit/(loss) and equity are the figures reported in the companies’ most recently published annual reports.

Group
2013
16

2013

2012

Loans
Secured loans

17

PFA Holding
2012

3

4

-

-

Other loans

63

113

-

-

Loans, end of year

67

117

-

-

Investment properties

3,289

1,195

-

-

Equity investments in group enterprises and associates

1,438

608

-

-

Equity investments

28,347

14,581

-

-

Bonds

49,855

22,681

-

-

492

283

-

-

83,421

39,348

-

-

Investment assets related to unit-linked contracts

Miscellaneous
Investment assets related to unit-linked contracts, end of year
Other receivables related to unit-linked contracts
Payables to credit institutions related to unit-linked contracts
Net investment assets related to unit-linked contracts

236

-

-

-

20,570

(46)

-

-

63,087

39,302

-

-

63,087

33,598

-

-

-

5,704

-

-

Breakdown of investment assets related to unit-linked contracts:
Unit-linked contracts without guarantee
Unit-linked contracts with guarantee
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(DKK million)
Share capital
The company’s share capital consists of 90 shares in the denomination of DKK 5,000, 500 shares
in the denomination of DKK 1,000 and 250 shares in the denomination of DKK 200.
PFA Fonden (the PFA Foundation), Sundkrogsgade 4, DK-2100 Copenhagen, and DA (the Confederation of Danish Employers),
Vester Voldgade 113, DK-1552 Copenhagen V, own more than 5 per cent of PFA Holding’s share capital.

Group
19

2013

2012

PFA Holding
2013
2012

Retained earnings, beginning of year

4,064

3,934

5,310

Transfer from the income statement

215

382

215

383

(127)

(252)

(127)

(252)

Retained earnings

Transfer to CustomerCapital
Dividend
Retained earnings, end of year
Of which proposed dividend
20

5,179

(0)

(0)

(0)

(0)

4,152

4,064

5,398

5,310

(0)

(0)

(0)

(0)

Subordinate loan capital and payables to credit institutions
Subordinate loan capital

600

850

-

-

Payables to credit institutions

54,383

24,958

-

-

Total payables

54,983

25,808

-

-

250

282

-

-

47

52

-

-

Payables falling due more than 5 years after the balance sheet date
Interest related to subordinate loan capital for the year

In 2012 and 2013, the subordinate loan capital included loans of DKK 275 million, DKK 200 million and DKK 125 million,
all maturing on 11 May 2017. For the first three years, the loans carry interest at CIBOR plus 500 basis points,
and subsequently at CIBOR plus 650 basis points.

21

Life insurance provisions, net of reinsurance
Life insurance provisions, end of last year

243,596

237,351

-

-

Accumulated value adjustment, end of last year

(43,338)

(32,486)

-

-

Retrospective provisions, end of last year

200,259

204,865

-

-

3

(4)

-

-

200,261

204,861

-

-

13

(5)

-

-

Transfer to unit-linked provisions, FunktionærPension
Retrospective provisions, end of last year
Transfer from/to unit-linked provisions and claims provisions,
FunktionærPension
Changes during the year due to
Gross premiums

7,876

10,211

-

-

(6,652)

(5,868)

-

-

Addition of interest, etc.

4,458

5,793

-

-

Individual pension yield tax

(660)

(737)

-

-

(14,356)

(13,468)

-

-

(605)

(700)

-

-

55

80

-

-

236

86

-

-

1

6

-

-

(9,646)

(4,597)

-

190,628

200,259

-

-

37,472

43,338

-

-

228,100

243,596

-

-

Transfer to unit-linked insurance contracts

Insurance benefits
Expense loading after addition of cost bonus
Balance on the claims experience account after addition of risk bonus
Customers’ contributions to CustomerCapital, net
Other changes
Total changes
Retrospective provisions, end of year
Accumulated value adjustment, end of year
Life insurance provisions, net of reinsurance, end of year
Of which
Gross provision for indirect insurance, beginning of year

84

1,024

981

-

-

Change during the year

(69)

43

-

-

Gross provision for indirect insurance, end of year

955

1,024

-

-
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(DKK million)

Group

PFA Holding

2013

2012

2013

2012

(9,630)

(4,606)

-

-

(16)

9

-

-

Change in accumulated value adjustment

(5,866)

10,851

-

-

Change in gross life insurance provisions

(15,512)

6,254

-

-

Change in guaranteed benefits

(15,309)

16,841

-

-

(2,316)

(7,630)

-

-

2,128

(2,966)

-

-

(16)

9

-

-

(15,512)

6,254

-

-

208,149

222,371

-

-

13,693

18,460

-

-

7,465

4,272

-

-

229,307

245,103

-

-

Life insurance provisions, net of reinsurance (continued)
Breakdown of changes in gross life insurance provisions
Change in retrospective provisions
Change recognised directly in the balance sheet

Change in bonus potential on future premiums
Change in bonus potential on paid-up policy benefits
Change recognised directly in the balance sheet
Change in gross life insurance provisions
Life insurance provisions without allowing for the possibility
of surrender and transfer to paid-up policy
Guaranteed benefits
Bonus potential on future premiums
Bonus potential on paid-up policy benefits
Life insurance provisions without allowing for the possibility
of surrender and transfer to paid-up policy, end of year

The probability that the individual customers surrender or transfer their insurance agreement is estimated based on the
company’s observations regarding individual customers with at least 10 years’ seniority. As regards surrender, the estimate
is based on individual customers with at least 10 years’ seniority. A surrender rate declining linearly from 5.3 per cent p.a.
from age 30 to 2.2 per cent at age 60 is used. The probability of transfer to a paid-up policy is estimated at 6 per cent p.a.

Group

2013

2012

Guaranteed
benefits

Bonus potential
on future
premiums

Bonus potential
on paid-up
policy benefits

Guaranteed
benefits

Bonus potential
on future
premiums

Bonus potential
on paid-up
policy benefits

Interest group 1, basic interest
rate of up to 2.0 per cent

80,660

5,802

3,633

85,917

7,887

1,843

Interest group 2, basic interest
rate over 2.0 per cent and
up to 3.0 per cent

22,268

474

391

25,841

636

194

Interest group 3, basic interest
rate over 3.0 per cent, and
under 4.0 per cent

39,811

286

12

48,668

295

8

Interest group 4, basic interest
rate of 4.0 per cent or more

64,305

24

15

62,172

15

24

FunktionærPension, interest
group 1, basic interest rate
of 2.5-3.5 per cent

3,368

5

0

3,424

4

0

FunktionærPension, interest
group 2, basic interest rate
of 1.5-2.5 per cent

4,178

672

383

4,103

760

290

FunktionærPension, interest
group 3, basic interest rate of
0.5-1.5 per cent

230

24

70

198

21

72

PFA Soraarneq A/S

475

121

83

441

107

41

Under contribution

Outside contribution
Miscellaneous
Total
Life insurance provisions, net
of reinsurance, end of year

795

-

12

635

-

0

216,091

7,409

4,601

231,399

9,724

2,472

228,100

243,596
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(DKK million)

Group
2013

22

2013

2012

Provisions for claims, net of reinsurance
Life insurance, gross

490

677

-

-

2,158

1,863

-

-

2,648

2,540

-

-

Collective bonus potential, end of last year

10,358

5,824

-

-

Allocation for the year

(2,375)

7,341

-

-

1,319

(2,807)

-

-

(1,057)

4,534

-

-

Sickness and accident insurance, gross
Provisions for claims, end of year
23

PFA Holding
2012

Collective bonus potential

Pension yield tax
Total transfer
Of which transferred from other comprehensive income
Of which transferred from the income statement
Collective bonus potential, end of year

11

19

-

-

(1,067)

4,515

-

-

9,301

10,358

-

-

Allocation on contribution groups
Interest group 1, basic interest rate of up to 2.0 per cent

5,284

5,475

-

-

Interest group 2, basic interest rate over 2.0 per cent and up to 3.0 per cent

1,151

1,403

-

-

Interest group 3, basic interest rate over 3.0 per cent, and under 4.0 per cent

681

491

-

-

Interest group 4, basic interest rate of 4.0 per cent or more

699

760

-

-

FunktionærPension, interest group 1, basic interest rate of 2.5-3.5 per cent

109

160

-

-

FunktionærPension, interest group 2, basic interest rate of 1.5-2.5 per cent

730

1,197

-

-

FunktionærPension, interest group 3, basic interest rate of 0.5-1.5 per cent

17

64

-

-

PFA Soraarneq A/S

12

32

-

-

527

598

-

-

Total cost groups

37

114

-

-

FunktionærPension, risk groups

49

41

-

-

7

24

-

-

9,301

10,358

-

-

Interest group 1, basic interest rate of up to 2.0 per cent

6.0 %

6.0 %

Interest group 2, basic interest rate over 2.0 per cent and up to 3.0 per cent

5.3 %

5.8 %

Interest group 3, basic interest rate over 3.0 per cent, but under 4.0 per cent

2.2 %

1.3 %

Interest group 4, basic interest rate of 4.0 per cent or more

1.7 %

2.0 %

FunktionærPension, interest group 1, basic interest rate of 2.5-3.5 per cent

4.2 %

5.2 %

FunktionærPension, interest group 2, basic interest rate of 1.5-2.5 per cent

14.4 %

20.5 %

FunktionærPension, interest group 3, basic interest rate of 0.5-1.5 per cent

5.3 %

18.7 %

PFA Soraarneq A/S

1.8 %

5.6 %

18,969

15,891

-

-

Distribution to CustomerCapital

1,818

3,259

-

-

Disbursement of CustomerCapital

(533)

(446)

-

-

405

302

-

-

Pension yield tax

(161)

(373)

-

-

Total transfer from the income statement

1,529

2,742

-

-

170

336

-

-

20,668

18,969

-

-

Total risk groups

FunktionærPension, cost groups
Total
Bonus ratios in interest groups

24

CustomerCapital
CustomerCapital, end of last year

CustomerCapital’s share of other activities

Transfer from equity, directly impacting the balance sheet
CustomerCapital, end of year

86
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(DKK million)

Group

PFA Holding

2013

2012

2013

2012

39,160

20,926

-

-

(23)

(9)

-

-

(3)

4

-

-

39,135

20,922

-

-

(13)

5

-

-

-

Provisions for unit-linked contracts
Unit-linked insurance contracts
Provisions for unit-linked insurance contracts, end of last year
Accumulated value adjustment, beginning of year
Adjustment at beginning of year, FunktionærPension
Retrospective provisions, beginning of year
Transfer to/from life provisions, FunktionærPension
Changes during the year due to
Gross premiums

16,897

11,253

-

Transfer from average interest rate products

6,652

5,868

-

Addition of interest

4,741

3,592

-

Individual pension yield tax

(722)

(486)

-

(2,252)

(1,225)

-

-

(132)

(127)

-

-

4

28

-

-

(981)

(690)

-

-

Total changes

24,206

18,211

-

Retrospective provisions, end of year

63,328

39,138

-

-

42

23

-

-

63,370

39,160

-

-

309

354

-

-

(0)

(0)

-

-

309

354

-

-

Insurance benefits
Expense loading
Balance on the claims experience account
Customers’ contributions to CustomerCapital, net

Accumulated value adjustment, end of year
Provisions for unit-linked insurance contracts, end of year

-

Unit-linked investment contracts
Provisions for unit-linked investment contracts, beginning of year
Accumulated value adjustment, beginning of year
Retrospective provisions, beginning of year
Changes during the year due to
2

6

-

-

Intercompany transfers

(303)

(41)

-

-

Gross premiums

(301)

(35)

-

-

2

26

-

-

Individual pension yield tax

(0)

(4)

-

Insurance benefits from investment contracts, direct transfer

(6)

(18)

-

-

-

0

-

-

Insurance benefits

(6)

(18)

-

-

Expense loading

(0)

(2)

-

-

Balance on the claims experience account

(2)

(12)

-

-

(309)

(46)

-

Retrospective provisions, end of year

0

309

-

-

Accumulated value adjustment, end of year

-

0

-

-

Provisions for unit-linked investment contracts, end of year

0

309

-

-

63,370

39,469

-

-

Premiums from investment contracts, direct transfer

Addition of interest

Intercompany transfers

Total changes

TOTAL PROVISIONS FOR UNIT-LINKED CONTRACTS
Of which technical provisions related to unit-linked contracts

283

167

-

-

63,087

39,302

-

-

63,370

33,765

-

-

-

5,704

-

-

63,370

39,469

-

-

Guaranteed benefits

-

2,867

-

-

Bonus potential on future premiums

-

1,511

-

-

Bonus potential on paid-up policy benefits

-

1,326

-

-

Provisions for unit-linked contracts with guarantee, end of year

-

5,704

-

-

Provisions for unit-linked contracts excluding technical provisions
Of which
Provisions for unit-linked contracts without guarantee
Provisions for unit-linked contracts with guarantee
Provisions for unit-linked contracts, end of year
Breakdown of provisions for unit-linked contracts with guarantee
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(DKK million)

Group

PFA Holding

2013

2012

2013

2012

Other payables
Breakdown of other payables
Winding-up of funds

27

28,695

16,942

-

-

Payable costs, including staff liabilities

562

494

-

-

Payables related to real property

308

285

-

-

325,155

314,846

-

-

Ceded security in connection with contracts for unlisted financial instruments

757

1,598

-

-

Rent and operating commitments do not exceed

160

303

-

-

5,559

2,752

-

-

Contingent liabilities
Assets as security for the insureds’ savings were registered at year-end
at a total balance sheet value of
Registered assets include both technical provisions, net of reinsurance,
and provisions for unit-linked insurance plans.

The company has made commitments to participate in investments
in unlisted securities amounting to

PFA Holding A/S is jointly registered with group enterprises in respect of settlement of payroll tax and VAT,
and all entities are jointly and severally liable for such tax and VAT.
PFA Holding A/S is the administrative company for the purpose of joint Danish taxation. Therefore, as from 1 July 2012,
PFA Holding A/S is liable for any commitments to deduct tax at source from interest, royalties and dividends for the
jointly taxed companies according to the rules laid down in the Danish Corporation Tax Act.
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(DKK million)
Market value

Breakdown of assets and returns

Group

Yield in per cent p.a.
before pension yield tax
and corporation tax

Beginning of year

End of year

Net investment

11,647

12,322

666

5.1 %

Property companies

4,489

5,343

729

6.0 %

Land and buildings

16,136

17,665

1,395

5.4 %

Other subsidiaries

0

463

(463)

0.0 %

4,620

5,080

(563)

26.5 %

Land and buildings, directly owned

Listed Danish equity investments
Unlisted Danish equity investments

590

691

17

14.1 %

Listed foreign equity investments

9,766

15,316

3,455

19.9 %

Unlisted foreign equity investments

5,148

4,899

(550)

6.1 %

20,124

25,986

2,359

17.6 %
(1.3) %

Total other equity investments
Government bonds (Zone A)

68,726

65,154

(2,871)

101,925

108,785

5,376

1.3 %

27,519

23,391

(2,959)

(4.7) %

Corporate bonds, investment grade

27,503

28,591

(814)

(2.5) %

Corporate bonds, non-investment grade

29,007

22,754

(2,966)

(0.2) %

Mortgage credit bonds
Index-linked bonds

Other bonds

1,839

1,279

(820)

14.8 %

Total bonds

256,519

249,954

(5,054)

(0.5) %

Other financial investment assets

(20,746)

(28,316)

(7,450)

-

14,612

5,426

(2,812)

-

Derivative financial instruments to hedge net
change in assets and liabilities

The breakdown of assets and returns has been prepared according to the same principles as those used
for monitoring the investment assets.

29

Percentage breakdown of equity investments by sectors and regions
Group

Denmark

The rest of
Europe

North
America

South
America

Japan

The rest of
the Far East

Other
countries

Total

Energy

0.1 %

2.2 %

2.8 %

0.0 %

0.1 %

0.5 %

0.5 %

6.2 %

Materials

0.3 %

3.4 %

0.9 %

0.0 %

0.3 %

0.1 %

0.2 %

5.3 %

Industry

4.7 %

5.8 %

3.4 %

0.0 %

1.1 %

0.4 %

0.8 %

16.3 %

Durables

0.8 %

4.1 %

4.7 %

0.0 %

1.0 %

0.4 %

0.3 %

11.4 %

Consumer goods

0.9 %

5.2 %

2.3 %

0.0 %

0.3 %

0.0 %

0.1 %

8.9 %

Healthcare

7.4 %

3.0 %

3.7 %

0.0 %

0.2 %

0.0 %

0.2 %

14.6 %

Finance

5.3 %

8.6 %

7.8 %

0.0 %

0.9 %

0.5 %

1.1 %

24.1 %

IT

0.3 %

2.5 %

5.1 %

0.0 %

0.5 %

0.2 %

0.3 %

9.0 %

Telecommunications

0.8 %

2.2 %

0.1 %

0.0 %

0.3 %

0.0 %

0.0 %

3.4 %

Supply

0.1 %

0.6 %

0.0 %

0.0 %

0.1 %

0.0 %

0.1 %

0.9 %

Unallocated

0.0 %

0.0 %

0.0 %

0.0 %

0.0 %

0.0 %

0.0 %

0.0 %

20.7 %

37.8 %

30.9 %

0.0 %

4.7 %

2.2 %

3.7 %

100.0 %

Total
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(DKK million)
Risk management and sensitivity information
The Supervisory Board is responsible for determining the overall
framework for risk management and risk willingness in the PFA
Group, while the day-to-day management team and PFA Pension’s Risk Committee regularly monitor and make sure that the
framework is complied with and subject to controls.

Changes in the number of deaths and absence rates lead to
changes in the disbursement of death cover and disability
pensions. The greatest insurance risk is changes in life span.
The assumptions related to insurance risks are analysed on an
ongoing basis and compared to the actual development, and
provisions are adjusted annually in accordance with the observed
actual development in life span.

PFA is exposed to a number of risks. These risks may generally
be divided into financial risks, insurance risks, operational risks,
commercial risks and other risks.

Operational risks comprise risks related to IT system errors, legal
disputes, human errors, fraud or errors due to external events.
To a high extent, the PFA Group has implemented safeguards
against operational risks in the form of controls, procedures and
business processes, and the person responsible for compliance
at PFA monitors the control environment continuously. PFA has
no unresolved legal disputes of major significance.

Financial risks are risks related to losses if the market value of
total assets and liabilities changes due to interest rate movements, fluctuations in share prices, property prices and currencies. Financial risks also consist of risks related to losses on
credits and counterparties in the event of default of payment
obligations. Moreover, financial risks include liquidity risks and
concentration risks. These risks consist of the risk of loss in case
of the need to free up liquidity quickly to settle obligations, as
well as losses due to a large concentration of investments in an
individual issuer, an individual type of assets or a very limited
number of industries. The greatest financial risk is the risk of
losses in connection with interest rate changes on average
interest rate pension products. Financial risks are monitored on
an ongoing basis, and the impacts on company reserves and the
individual solvency need are reported to the Risk Committee, the
day-to-day management team and the Supervisory Board.

Commercial and other risks primarily concern strategic risks and
risks in connection with new or changed legislation and other
external factors that may detract from PFA’s reputation or market position. PFA aspires to create openness and transparency
in communications to customers, and individual business areas
actively take part in the ongoing supervision and handling of risks
to reduce financial losses as a result of commercial risks.
We also refer to the description of risk exposure and risk management in the annual review, pp. 42-44.
The sensitivities towards a number of risk factors are shown
below.

Insurance risks constitute the risks of losses in connection with
changes in disability, life expectancy, critical illness and surrender. For instance, an increase in average life span means that the
guaranteed pensions must be disbursed for more years.

Maximum impact
on bonus potential on
paid-up policy benefits
before change in applied
bonus potential on
paid-up policy benefits
in DKK million

Maximum impact
on applied
bonus potential
on paid-up
policy benefits in
DKK million

Minimum
impact on the
capital base in
DKK million

Maximum
impact on
collective bonus
in DKK million

(923)

(2,779)

5,743

(31)

891

656

(3,423)

0

12 per cent decrease in share prices

(227)

(2,726)

0

0

8 per cent decrease of property values

(165)

(825)

0

0

(78)

(728)

0

0

(564)

(3,930)

0

(17)

Group
Risk
0.7 percentage point increase in the interest rate
0.7 percentage point decrease in the interest rate

Change in the rate of exchange at a 1.0 per cent
probability in ten days
8 per cent loss on counterparties
(incl. credit risks)
10 per cent decrease in the mortality rate

(1,042)

(2,012)

(265)

(9)

10 per cent increase in the mortality rate

19

2,731

274

0

10 per cent increase in the disability rate

0

(57)

(65)

0

The calculations are made in accordance with the financial reporting rules based on market value. The consequences of the risks
shown in the table are stated in DKK million and are calculated as the total impact on the capital base, collective bonus potential,
bonus potential on paid-up policy benefits before any change in applied bonus potential on paid-up policy benefits and any applied
bonus potential on paid-up policy benefits. The calculations are made using the reported rules on distribution of realised results.
Furthermore, it is assumed that the risks will occur as immediate events, for which reason the effects are calculated using an
all-things-being-equal scenario based on the balance sheet at the date of calculation.
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The Executive and Supervisory Boards’ directorships

Svend Askær · Born 1952 · Chairman, the Danish Association of Managers and Executives
Joined the Supervisory Board in 1992
Up for election in 2015
Chairman: The Danish Association of Managers and Executives
(director and member of the board in group enterprises)
Board Chairman: PFA Brug Livet Fonden (PFA Live Life Foundation)
Board member: DVU Statsautoriseret Revisionsaktieselskab
Other offices: Member of the ATP Committee of Representatives, Vice President of CEC
Jørn Neergaard Larsen · Born 1949 · Managing Director, the Confederation of Danish Employers (DA)
Joined the Supervisory Board in 1996
Up for election in 2015
Chairman: Nordic Employers’ Mutual Insurance Association
Board member: ATP, LG (the Danish Employees’ Guarantee Fund)
Other offices: Member of BUSINESSEUROPE’s Executive Committee, Member of ATP’s Executive Committee,
Member of the ATP Audit Committee, Member of the ATP Committee of Representatives,
Member of the Danish Economic Council
Klavs Andreassen · Born 1959 · Legal adviser, PFA Pension
Elected by the employees since 1991
Up for election in 2015
No other directorships
Lars Christoffersen · Born 1972 · Representative of an employee organisation, PFA Pension
Elected by the employees since 2003
Up for election in 2015
Other offices: Member of DFL’s General Council
Gita Grüning · Born 1949 · Chairman, the Danish Association of Professional Technicians
Joined the Supervisory Board in 2008
Up for election in 2014
Board member: PFA Brug Livet Fonden (PFA Live Life Foundation),
the Economic Council of the Labour Movement (ECLM)
Other offices: Member of LO’s General Council and daily management, CO-industri’s Executive Committee
and General Council, KTO, OAO, Member of the ATP Committee of Representatives
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Erik G. Hansen · Born 1952 · Director, Rigas Invest ApS and group enterprises
Joined the Supervisory Board in 2002
Up for election in 2015
Director: Rigas Invest ApS and three related subsidiaries, Hansen Advisers ApS,
Tresor Asset Advisers ApS, Berco ApS
Board Chairman: DTU Symbion Innovation A/S, Polaris Management A/S, TTIT A/S and a related subsidiary,
NPT A/S, Polaris Invest II ApS
Vice-Chairman: Bagger-Sørensen & Co. A/S and eight related subsidiaries
Board member: Aser Ltd., Bagger-Sørensen Fonden, Bavarian Nordic A/S, ECCO Sko A/S, Lesanco ApS,
Okono A/S, Wide Invest ApS
Peter Ibsen · Born 1950 · Board member
Joined the Supervisory Board in 2008
Up for election in 2017
Vice-Chairman: Lån og Spar Bank A/S
Board member: A/S Knudemosen, The Danish Cooperative Society of 1886
Other offices: Member of the Executive Committee of Tjenestemændenes Låneforening
(the Danish Officials’ Loan Association)
Hanne Sneholm Jensen · Born 1958 · Team Leader, PFA Pension
Elected by the employees since 2007
Up for election in 2015
No other directorships
Thomas P. Jensen · Born 1969 · Pension Assistant, PFA Pension
Elected by the employees since 2011
Up for election in 2015
No other directorships
Per Jørgensen · Born 1959 · Chairman, the Danish Engineers’ Association
Joined the Supervisory Board in 2004
Up for election in 2016
Chairman: Fællesrepræsentationen (FR), FICT (Fédération International des Cadres des Transport)
Vice-Chairman: Fredericia Engineers’ School
Board member: EMUC (Europe’s Naval Development Centre), Seahealth Denmark,
Association for Promotion of Danish Shipping, Akademikernes (unemployment insurance fund for academics)
Other offices: The Executive Committee, Den Danske Vedligeholdelsesforening
(the Danish Maintenance Association)
Judge: Expert judge of the Copenhagen Maritime and Commercial Court,
Expert judge of the Danish Western High Court
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Torben Dalby Larsen · Born 1949 · Chief Editor, Managing Director, Dagbladet,
Frederiksborg Amts Avis, Nordvestnyt and Sjællandske
Joined the Supervisory Board in 1992
Up for election in 2014
Managing Director: Sjællandske Medier A/S
Board Chairman: The Confederation of Danish Employers (DA), Dagbladenes Bureau, A/S Vestsjællandske
Distriktsblade, Sjællandske Medier’s wholly-owned subsidiaries, Ugebladet Vestsjælland ApS
Board member: ATP, LG (the Danish Employees’ Guarantee Fund), DR (the Danish Broadcasting
Corporation), The Danish Media Employers’ Association, Roskilde Mediecenter K/S og A/S
Other offices: Member of the ATP Committee of Representatives
Mette Risom · Born 1969 · Head of PFA’s Advisory Services Centre, PFA Pension
Elected by the employees since 2011
Up for election in 2015
No other directorships
Laurits Kruse Rønn · Born 1963 · Director, the Danish Chamber of Commerce
Joined the Supervisory Board in 2012
Up for election in 2016
Director: Dansk Erhverv Arbejdsgiver (Danish Chamber of Commerce Employer)
Board member: The Confederation of Danish Employers (DA), Dansk Erhvervs Administrationsselskab A/S
Karsten Dybvad · Born 1956 · Director General and CEO, the Confederation of Danish Industry
Joined the Supervisory Board in 2013
Up for election in 2017
Board Chairman: AHTS ApS
Vice-Chairman: PensionDanmark Holding A/S, PensionDanmark Pensionsforsikringsaktieselskab
Board member: Novo Nordisk Fonden, Copenhagen Business School (CBS)
Per Niels Tønnesen · Born 1960 · General Secretary, the Union of Commercial and
Clerical Employees in Denmark
Joined the Supervisory Board in 2013
Up for election in 2017
Other offices: Member of LO’s General Council
The age limit for board members is 67.
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The Executive Board

Henrik Heideby · Group CEO and President
Board Chairman: FIH Holding A/S, PF I A/S, Kirk & Thorsen Invest A/S, PFA Professionel Forening
(the “Professional Association”), PFA Ejendomme A/S and two related subsidiaries,
PFA Invest International A/S and five related subsidiaries, PFA Udbetalingsbank A/S,
Mølholm Holding A/S, Mølholm Forsikring A/S
Vice-Chairman: IC Companys A/S, FIH Erhvervsbank A/S
Board member: Forsikring & Pension, C.P. Dyvig & Co. A/S, Blue Equity Management A/S,
PFA Kapitalforvaltning, fondsmæglerselskab A/S (PFA Asset Management),
PFA Brug Livet Fonden (PFA Live Life Foundation)
Other offices: Member of the Danish Council on CSR
Anne Broeng · Group Executive Vice President and CFO
Board Chairman: PFA Kapitalforvaltning, fondsmæglerselskab A/S (PFA Asset Management)
Board member: F. Salling Holding A/S, F. Salling Invest A/S, Købmand Herman Sallings Fond,
Bikubenfonden, VKR Holding A/S, PFA Portefølje Administration A/S (PFA Portfolio Administration),
PFA Professionel Forening (the “Professional Association”), PFA Ejendomme A/S and two related subsidiaries,
PFA Invest International A/S and five related subsidiaries, PFA Udbetalingsbank A/S
Lars Ellehave-Andersen · Group Executive Vice President and CCO
Vice-Chairman: PFA Soraarneq, forsikringsaktieselskab
Board member: Forsikringsakademiet A/S, PFA Udbetalingsbank A/S, Mølholm Holding A/S,
Mølholm Forsikring A/S
Other offices: Member of the Committee of Shareholders of Institutional Investors, Lån og Spar Bank
Jon Johnsen · Group Executive Vice President and COO
Board member: Letpension A/S, Pensionsinfo, Bluegarden Holding A/S and a related subsidiary
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Executive employees

Michael Biermann · Director, IT
Jesper Bjerre · Director, Market
Michael Bruhn · Director, PFA Ejendomme
Dorthe Bundgaard · Director, Legal Department
Niels Erik Eberhard · Acting Director, Actuarial Department
Søren P. Espersen · Director, Corporate Communications & People Management
Morten Winther Hansen · Director, Knowledge Centre
Kent Jensen · Director, Health
Jacob Thuren Jørgensen · Director, Customer & Pension Services
Poul Kobberup · Managing Director, PFA Kapitalforvaltning (PFA Asset Management)
Jesper Langmack · Managing Director, PFA Kapitalforvaltning (PFA Asset Management)
Charlotte Møller · Director, Finance Department & Group Compliance
Peter Ott · Director, PFA Portefølje Administration (PFA Portfolio Administration)
Peter Rosenlind-Nissen · Director, Sales – Advisory Services
Sune Schackenfeldt · Director, Sales – Corporate Customers & Partners
Lars Stouge · CEO, PFA Udbetalingsbank

PFA Holding A/S
Sundkrogsgade 4
2100 Copenhagen
Denmark
Tel. +45 39 17 50 00
www.pfa.dk
pension@pfa.dk
CVR No. 2 24 38 018

