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PFA’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.
In 2014, the PFA Group was adjusted as follows: PFA Kapitalforvaltning, fondsmæglerselskab A/S and PFA
Portefølje Administration A/S merged into PFA Asset Management A/S, which was granted a licence to
manage alternative investment funds (under the AIFM Act), subject to supervision by the regulator, the
Danish Financial Supervisory Authority. PFA Udbetalingsbank A/S changed its name to PFA Bank A/S. The
Midgard Fixed Income Fund Limited forms part of the PFA Group*). PFA Professionel Forening changed its
status to a capital association and its name to PFA Kapitalforening in connection with the entry into force
of the Danish Act on Alternative Investment Funds Managers, etc. (the AIFM Act). Mølholm Holding A/S
merged with Mølholm Forsikring A/S.
The shareholders of PFA Holding are PFA Fonden and other shareholders, who primarily comprise the
founding organisations from 1917, whose members and employees are mainly PFA customers.
The Annual Report concerns the PFA Group and comprise the following companies:
• PFA Holding A/S (parent company)

• PFA Ejendomme A/S with subsidiaries

• PFA Pension, forsikringsaktieselskab

• The Midgard Fixed Income Fund Limited

• PFA Asset Management A/S

• PFA Kapitalforening

• PFA Bank A/S

• PFA Soraarneq, forsikringsaktieselskab

• PFA Invest International A/S with subsidiaries

• Mølholm Forsikring A/S

*) The change is described in the accounting policies, p. 54.
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Preface

In 2014, PFA generated a return of DKK 46.1 billion,

Mobility and transparency

thus recording its first ever performance to exceed

In PFA’s opinion, the pension sector has to op-

DKK 40 billion. The outstanding return should be

erate in a competitive environment. This is the

viewed as one in a progression of high returns

only way to ensure that Danish pension savers

recorded in recent years, with PFA finishing every

always have the option of choosing among prod-

year among the strongest performing pension

ucts whose functionality and price are adapted to

companies. Viewed against this backdrop of accu-

precisely meet their needs. Consequently, PFA will

mulated results over a period of several years, PFA

continue backing industry initiatives that promote

is, in fact, the top performer.

industry-wide mobility and comparability by way of
return and cost comparisons and which offer one

Above all, the historically high return is for the ben-

site for viewing all one’s pension plans in just one

efit and enjoyment of all PFA’s customers. It was

place.

achieved because PFA succeeded in picking the right
investment strategy in a number of key areas. Hand-

At PFA, we are fully aware that the intricacies of

some returns were recorded for most asset classes,

the pension area can be difficult to understand for

but particularly on the Danish equity market in

the individual customer. This is why we launched a

which PFA holds a large portfolio, with PFA recording

comprehensive development project in 2014, tar-

a total return of 20.9 per cent. Similarly, PFA’s large

geted at further enhancing customer experience.

bond portfolio and interest hedging contracts also

A good customer experience hinges on a pension

generated high returns, as long interest rates dipped

plan that customers can understand and that is

over the past year. The declining interest level also

easy to gain a quick overview of.

inflates the provisions that PFA needs to make in
respect of average interest rate plans, but, from an

With this in mind, in 2014 we developed an all-new

overall perspective, additional buffers were created

version of our customer portal for PC, tablet and

in 2014, thus lifting the protection level for custom-

mobile phone that enables the customer to follow

ers’ future benefit payments under average interest

his or her pension plan. The portal provides cus-

rate plans in the years going forward.

tomers with an overview of their pension savings,
returns and insurance cover and gives them the

Flexibility and economies of scale

option of adjusting their plans themselves. This is

In 2014, PFA continued on its recent years’ track to

an area that PFA intends to expand intensively over

win new customers and simplify administration. For

the next few years.

instance, PFA opened its doors to FunktionærPension’s about 100,000 members, successfully trans-

CustomerCapital – a unique model

ferring the administrative functions and numerous

CustomerCapital represents a great strength for

customer accounts to PFA’s own systems. In total,

PFA’s customers. It is the core element of PFA’s

PFA’s customers paid more than DKK 25 billion into

unique business model, ensuring that the bulk of

their accounts in 2014, the second highest level for

the value generated is channelled back to the cus-

payments to date. At the same time, PFA succeed-

tomers.

ed in slicing expenses per customer by 9 per cent.

6

As such, PFA benefits from economies of scale,

CustomerCapital works in a simple way: if you are

thus securing strong value creation for customers,

a PFA customer, whether new or old, and are pre-

and this trend will gain momentum as the custom-

pared to transfer 5 per cent of your annual pension

er base expands and more automatic procedures

payments to Individual CustomerCapital account,

are implemented.

thus contributing to boosting PFA’s capital base,
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then you qualify for a particularly attractive return

have policies and guidelines for responsible invest-

on the 5 per cent contributed. For 2014, the return

ments anchored in international conventions and

on CustomerCapital will be 20 per cent.

standards, including the six UN-backed principles
for responsible investment (PRI) and the UN Global

PFA Holding may distribute no more than DKK

Compact’s 10 principles.

50,000 a year to its shareholders. This ownership
structure thus underpins PFA’s objective to create

PFA does not wish to contribute to any illegal or

maximum value for its customers.

convention-violating activities. Via a partnership
with an external entity, PFA screens companies

PFA’s capital base is composed of equity and Cus-

in its share portfolio to determine whether they

tomerCapital amounting to a total of DKK 29 billion

violate any international conventions. If PFA finds

at end-2014. PFA’s capital strength was expanded

that a company’s dealings are illegal, it will - as an

during the period under review, and the solvency

active owner and responsible investor - engage in

ratio was lifted for the fifth consecutive year to to-

a dialogue with the company to convince it of the

day’s 278 per cent. This gives PFA a better capital

need to change its course of conduct. If this fails,

platform for meeting future challenges than ever

PFA will ultimately pull out of its investment in the

before.

relevant company.

PFA’s social responsibility

PFA publishes a special CSR report for 2014, which

When investing on behalf of one million customers,

will be published simultaneously with this Annual

PFA takes its fiduciary responsibility seriously and

Report. Both reports will become available at

recognises its social responsibility. This is why we

english.pfa.dk/aboutpfa.

Yours sincerely
Svend Askær		

Jon Johnsen

Chairman of the Supervisory Board

Group Executive Vice President and Acting CEO
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Selected PFA events from 2014

January

PFA calls for an in-depth inquiry into all

Takeoff for PFA’s new disbursement bank

ramifications of the pension area

PFA announces the opening of PFA Udbetalings-

PFA recommends that the Government set up a

bank, a disbursement bank. The new bank enables

commission to perform an in-depth inquiry into

PFA’s customers to combine their pension and

the pension system. The message is that “pension

investments in a single place, thus giving them a

savings should always be profitable – regardless of

better overview and direct access to the expertise

how much you earn.”

that has ensured PFA’s pension customers some of
March

the best market returns.

PFA will become a more active investor
The Danish newspaper Jyllands-Posten: PFA

PFA announces that it will step up its efforts to

delivers the highest returns to its customers

gain influence in the companies in which it invests.

Using pension companies’ own figures as a basis,

In March, PFA was a direct investor in 25 Danish

the Danish newspaper Jyllands-Posten reports that

listed companies.

PFA delivers the best returns to its customers. PFA’s
customers with a medium-risk profile and a 15-year

PFA has two primary objectives in adopting a more

time horizon before reaching their retirement age

active policy. Firstly, the active policy is intended

have recorded returns of 73.5 per cent over a five-

to ensure good returns. Secondly, PFA will strive to

year period.

maintain focus on generating returns obtained on
a responsible basis and in keeping with corporate

February

governance recommendations.

Change in PFA Pension’s Group Management
Anne Broeng, Group Executive Vice President,

April

chooses to step down from her management po-

Annual General Meeting 2014

sition to seek new challenges. She has worked for

At the Annual General Meeting held at PFA on 23

the PFA Group for 12 years and been a member of

April 2014, the Annual Report is adopted, and it is

Group Management since autumn 2009.

decided to distribute dividends amounting to DKK
50,000. Gita Grüning, who chairs Teknisk Lands-

2013 CSR Report

forbund (the Danish Association of Professional

Along with the Annual Report, PFA publishes a re-

Technicians), and Torben Dalby Larsen, CEO and

port detailing its social responsibility, priorities and

Chief Editor, Sjællandske Medier A/S, are re-elected

results. The report describes the significant efforts

to the company’s Supervisory Board.

expended to implement PFA’s CSR policy.
Deloitte is re-elected as PFA’s auditors, and an
Human rights were one of PFA’s focus areas in

updated version of the company’s remuneration

2013. In that connection, PFA has developed and

policy is adopted.

published a country screening model to ensure that
PFA’s investments in government bonds are made

PFA ready to invest millions in small businesses

responsibly. The spotlight was also turned on an

PFA announces that it is ready to invest millions in

array of initiatives within the health area and PFA’s

small and medium-sized Danish businesses. To this

environmental efforts.

end, PFA decides to increase its interest in the company Kirk & Thorsen Invest A/S, which specialises in
investing in small businesses. So far, PFA held a 16
per cent interest in the company. This interest has
now been increased to more than 30 per cent.
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PFA concludes a conditional agreement for the

merger is effective for accounting purposes as from

purchase of four properties

1 January 2014. It follows in the wake of the fact

PFA enters into a conditional agreement for the ac-

that ever-rising regulatory measures and reporting

quisition of four properties from Ejendomsselskabet

requirements set up by the authorities have made

August 2003 A/S. The gross leasable area of the

streamlining the corporate structure an obvious

properties is about 88,000 m2, and the agreement

choice. Paul Kobberup and Jesper Langmack make

also comprises building rights for about another

up the Executive Board of the continuing company.

33,500 m2. The properties are currently used for
office accommodation primarily. The properties are

PFA wins award for its Pension Estimator

located at Amager Strandvej in Copenhagen with di-

The advertising agency Umwelt and PFA Pension

rect access to Metro stations. The buildings original-

are pleased to learn that they have been awarded

ly housed SAS’ activities in Denmark, and today the

the Direct Marketing Award 2014 for the best cam-

largest lessees are SAS, Vestas, Arriva and Ikea.

paign aimed at private consumers. The award, to
be presented at Tivoli Congress Centre, lauds PFA’s

May

Pension Estimator tool. Post Danmark has created

Number of Insurance Appeals Board

the award.

complaints against PFA takes a nosedive
A dramatically falling number of complaints in-

June

volving PFA Pension are filed with the Insurance

PFA Udbetalingsbank switches Managing

Complaints Board, as seen from the complaints

Director

statistics for 2013 issued by the Danish Insurance

Lars Stouge, Managing Director of PFA Udbetalings-

Appeals Board (Ankenævnet for Forsikring). In

bank, decides to resign his position. PFA appoints

2012, the Appeals Board closed complaints files in-

Peter Ott to take his place as new Managing Direc-

volving 88 out of PFA’s roughly 1 million customers.

tor of the pension company’s own bank.

In 2013, this figure fell to 52.
My PFA is now available to all customers
PFA customers get an extra DKK 552 million

PFA’s new online customer portal, My PFA, opens its

to share

doors to all PFA customers. The portal makes it eas-

Thousands of PFA customers can each look forward to

ier for PFA customers to check their pension status

getting a chunk of an additional DKK 552 million. This

and adjust their savings profile. The first user survey

amount corresponds to the extra return that PFA is

on My PFA shows that customers are satisfied with

adding to the accounts of customers that have placed

the new portal, and that they especially like to

part of their savings in CustomerCapital. Typically,

check their Pension estimate and savings status.

PFA’s corporate pension and labour market pension
customers have the option of transferring up to 5 per

PFA confers the year’s HDO prize at CBS

cent of their pension savings to CustomerCapital.

Once more PFA confers the 2014 prize for the best
thesis written by a student at Copenhagen Business

PFA Portefølje Administration and

School’s Graduate Diploma Programme in Busi-

PFA Kapitalforvaltning merge

ness Administration (HD) in Organisation & Man-

PFA Holding decides to merge its two subsidi-

agement. The prize goes to a paper focusing on

aries, PFA Portefølje Administration A/S and PFA

changed working hour rules for teachers at upper

Kapitalforvaltning, fondsmæglerselskab A/S. The

secondary high schools.

Annual Report

PFA Holding

2014

9

July

PFA unveils Bjørn Nørgaard’s new work

Record DKK 25.4 billion returns to PFA customers

Bjørn Nørgaard’s new work of art “Toddlers on the

The first half of 2014 was a historically good one

road of life” was unveiled in front of PFA Pension

for PFA’s customers, and, at the end of July, PFA

by Copenhagen’s Lord Mayor, Frank Jensen. The

announces a provisional DKK 25.4 billion return to

work consists of four 7-meter-high sculptures, each

be distributed to its customers. Never before has

depicting a stage of life. The sculptures represent

PFA earned such a hefty return for its customers.

how the famous Danish sculptor sees the link be-

No matter whether customers have a market rate

tween art and pension.

plan or an average interest rate plan, PFA delivers a
return among the very best on the market.

September
PFA buys two striking office properties in

More than 200,000 salaried employees close

Odense

ranks with PFA

PFA Pension buys two striking office properties in

PFA welcomes more than 100,000 new customers

Odense on the first day of the month. The two

from FunktionærPension. The many new customers

buildings with a total floorage of about 16,000

join the more than 100,000 salaried employees

m2 are located side by side at Englandsgade in

who are already PFA customers through Dansk Erh-

Odense’s new harbour area. Among other lessees,

verv Pension.

the buildings accommodate the local law firm Focus Advokater, the EY firm of auditors, the Rambøll

The now more than 200,000 salaried employees

consultancy business and Nørgaard Mikkelsen, an

will come together under one PFA roof via the joint

advertising agency.

framework agreement, Pension for Salaried Employees. Between them, the employees have DKK

62,000 PFA customers receive a letter about

19 billion in pension savings, while their annual

tax discount

payments to PFA amount to DKK 2.3 billion.

PFA Pension sends 62,000 letters to customers
with the most to gain from switching from their en-

August

dowment pension plan to an old age savings plan.

PFA brings in new Group Executive Vice

The letter is intended to ensure that customers

President from Danske Bank

open their eyes to the potential of converting their

PFA brings in 44-year old Anders Damgaard from

pension plan into another type and thus obtaining

Danske Bank as the new CIO and member of PFA’s

a tax discount. For the time being, the option is

Group Management. Anders Damgaard will take up

open for the last time to PFA customers in the peri-

his duties as from 1 December 2014. He is respon-

od from 1-20 October 2014.

sible for investment and risk management.
PFA customers earn more than DKK 3 billion
The new Group Management member comes from

on Danish shares

a position as Executive Vice President and Global

The value of PFA’s portfolio of Danish shares has

Head of Corporate and Institutional Banking at

skyrocketed during the first nine months of the

Danske Bank. Together with his 200 now former

year. This equals a return of 26 per cent, or a

colleagues, Anders Damgaard has been responsible

value gain of more than DKK 3 billion for PFA’s

for Danske Bank’s largest corporate accounts and

customers. This clearly sets growth in the Danish

the bank’s financial and institutional customers and

equity market apart from that of other European

counterparties.

shares, which rose by only 8 per cent on average
during the same period.
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This particularly benefits pension customers who

PFA’s customers have been given the option of

have placed their pension savings in the market

transferring to the new type of plan during the

rate product PFA Plus.

window period from 1-20 October. This is the second and last window period in 2014.

PFA wins prizes for international cooperation
PFA wins great acclaim for its international cooperation

Michael Laudrup spearheads a new Pension

and its sales results at a large-scale pension confer-

Estimator campaign

ence in Zürich. At the conference, prizes were awarded

PFA launches a new campaign for the Pension

in various categories that underpin cooperation be-

Estimator with Michael Laudrup as its figurehead.

tween the major insurance company, Swiss Life, and

The campaign intends to heighten familiarity with

its partners. PFA is a frontrunner in this respect.

the Pension Estimator and lift customer interest in
pensions. In a TV commercial, Michael Laudrup is

PFA wins the global first prize for best sales results

seen walking around in a mystical universe called

and the global second prize for its ability to coop-

Futuramia, with fortunetellers chanting softly and

erate with the Danish parent companies.

palm readers mumbling predictions. The campaign
is based on the concept that predictions are diffi-

October

cult to make, especially about the future, but the

Henrik Heideby to leave PFA at the end of 2014

Pension Estimator sheds light on the spending

After more than 13 years as PFA’s CEO and Pres-

power one can expect to have as a retiree.

ident, Henrik Heideby announces his decision to
leave the Group at the end of 2014. He aims to

The Pension Estimator gains international

continue and expand his portfolio of directorships

recognition

and to offer strategic advice to businesses.

PFA’s campaign, the Pension Estimator, receives an
impressive third place when the prestigious marketing

PFA invests in South Jutland’s largest shopping

prize, Echo Awards, was presented in San Diego, USA.

centre
PFA invests in the modern shopping centre, Bor-

Echo Awards, which can be considered the world

gen, located in the heart of Sønderborg. Borgen,

championship for direct marketing, is conferred by

which opened for business in autumn 2013, is the

the international organisation, the Direct Marketing

largest shopping centre in South Jutland, with more

Organisation. The Award lauds campaigns that have

than 50 stores, 600 parking spaces, 18 flats and

shown particularly high creativity within the area of

6,000 m2 of office premises. The most prominent

direct marketing.

of Borgen’s many stores include Kvickly, H&M,
Bahne and Inspiration. Borgen additionally accom-

November

modates a number of Sønderborg Municipality’s

Peter Engberg new Chairman of PFA Invest

offices, including its job centre facility.

Nykredit’s former top executive, Peter Engberg
Jensen, becomes Chairman of PFA’s Investerings-

23,425 PFA customers say yes to the tax

forening, PFA Invest. This occurs at the same time

discount option

as PFA merges the two companies, PFA Kapitalfor-

As many as 23,425 PFA pension customers have

valtning and PFA Portefølje Administration into a new

taken the currently last opportunity to benefit from

company under the name of PFA Asset Management.

transferring their endowment pension plan to an
old age savings plan, thus obtaining a tax discount

When taking up his board duties at PFA Invest,

of 2.7 per cent.

Peter Engberg Jensen will bring with him great
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experience from basically every corner of the

December

financial sector. The new Chairman will be given

The Danish Company Appeals Board

overall responsibility for safeguarding customers’

The Danish Company Appeals Board upholds the

investments.

Danish Financial Supervisory Authority’s order
from June 2013 directing PFA to refrain from using

New customers join PFA

collective special bonus provisions to cover so-

Two large companies and a large collective agree-

called commercial rebates to new and existing

ment association chose to place their pension

customers. PFA has complied with this order since

plans with PFA. Thus, in early 2015 PFA will be

the decision was made in 2013.

able to welcome the employees of SE (the South
Energy Group) and Saxo Bank and the military officers serving under a collective agreement who are
members of HOD (Hovedorganisationen af Officerer i Danmark).
PFA launches a new app for My PFA
PFA launches a new app for smartphones that will
give customers direct access to My PFA. The aim is
to make checking one’s pension plans easy wherever and whenever one wishes.
The app enables customers to view all their personal key figures in a simple and easy-to-grasp
manner, and provides a recommendation for how
they can make the most of their pension savings.
PFA admitted to Hall of Fame for banning
investments in cluster munitions producers
PFA is admitted to the exclusive group of international investors who disassociate themselves with any
kind of investments in cluster munitions. The Dutch
relief agency PAX publishes the report every year.
The objective of PAX’s report is to take an annual
pulse as regards compliance with the UN Convention prohibiting the production and use of cluster
munitions. Even though the report does not cover
all investors, it gives a broad overview of how the
largest international players in the area deal with
the convention ban.
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Strong value generation for PFA’s customers

PFA has been delivering high returns to custom-

ceived an average return of 20 per cent.

ers for many years thanks to its business model,
among other factors. The PFA business model is

Thus, over a number of years Collective Customer-

based on a principle of maximum value generation

Capital will have been fully distributed to custom-

for customers.

ers’ Individual CustomerCapital accounts. The exact
length of time depends on developments in capital

PFA’s business model

markets and PFA’s performance, and is currently

from 2001: CustomerCapital

expected to be more than 10 years.

Since its establishment in 1917, PFA’s objective has
been to create value for customers. The Custom-

Focus on expenses

erCapital concept was introduced in 2001 when

Value for customers is also heightened by the fact

the Supervisory Board decided to transfer DKK 4.8

that PFA is, out of the leading competition-ex-

billion from equity – i.e. funds belonging to the

posed pension companies, the company where

shareholders – and distribute this amount to exist-

customers pay the lowest total expenses. The

ing and future customers by way of a collective gift.

expense ratio on premiums dropped additionally,

The gift was branded Collective CustomerCapital,

from 3.8 per cent in 2013 to 3.6 per cent in 2014.

which is part of PFA’s capital base, just like equity.

The decline is due to the fact that the business volume has outpaced expenses, and testifies to how

In the following years, PFA established a pro-

efficiently PFA is run for the benefit of customers.

gramme in which existing and future customers
had the option to pay 5 per cent of their pension

Annual expenses in DKK and in per cent

savings into Individual CustomerCapital, which also

Striving to create greater openness and trans-

forms part of PFA’s capital base.

parency, PFA has granted its customers access to
viewing all direct and indirect costs and expenses

Overall, PFA’s capital base consists of three ele-

connected with saving in PFA, in accordance with

ments: equity, Collective CustomerCapital and Indi-

the industry code. These are calculated as annual

vidual CustomerCapital. All three elements are ulti-

expenses shown in DKK and in per cent and can

mately used as security for the company’s ongoing

be accessed at pfa.dk/omkostninger2014 (only

operations, including in the event that PFA should

available in Danish) together with the customer’s

suffer a loss.

pension survey.

Should PFA suffer a loss, equity and Collective CustomerCapital will be applied to cover the loss first,
and the balance will be covered from Individual
CustomerCapital.
The original gift of DKK 4.8 billion from shareholders is distributed by giving customers who have
paid into their Individual CustomerCapital accounts
an extra return on their Individual CustomerCapital,
which is taken out of Collective CustomerCapital.
Since 2004, Individual CustomerCapital has re-
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Investment activities – economic conditions

2014 was the year when the global economy took

The US economy topped the headlines in 2014

yet another cautious step out of the long shadow

In many ways, 2014 turned out to be an all-Ame-

of the financial crisis. Most prominently in the USA,

rican year – both in terms of the economy and

the world’s largest and most important economy for

developments on the financial markets. The dollar

the financial markets. The US economy saw incipi-

rate vaulted up, showing the highest annual

ent recovery in the course of the year, even though

increase since 1997. Shares and long bonds both

the Fed’s bond buy-ups have tapered off. European

generated yields of more than 10 per cent for the

growth was slightly weaker than expected, one rea-

first time since 1998.

son being the conflict with Russia, while China experienced moderately declining, but still high growth.

Development in DKK/USD and USD nominal effective
foreign exchange rate
USD nominal effective foreign exchange rate

The year was positive for both share and bond in-

DKK per USD (right axis)

vestments. While shares followed in the footsteps
of the US revival, bond prices were propped up by
sharply falling inflation and lower-than-expected

Index
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Central Bank stepped up its bond buy-up programmes, and towards the end of the year the European Central Bank signalled that it was close to
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After a harsh winter that slowed down growth
at the beginning of the year, the US economy
rebounded sharply in the subsequent quarters,
reporting a growth of 5 per cent in Q3, the highest
in 11 years. Diverse forces are propelling the US
upswing. Employment, consumption, investments,
bank lending and the housing market all grew. Low
interest rates remain a significant fuel of the revival.

GNP growth in the USA and the Eurozone
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Global monetary policy eased further

Russian annexation of Crimea and the Ukrainian

Throughout the year, the new Fed chairman, Janet

crisis have considerably cooled relations between

Yellen, stuck to the zero interest-rate policy (ZIRP)

Russia and the West. Mutual sanctions have had a

and signalled a continuation of the accommodative

negative impact on growth in Europe, as has the

monetary policy, although the first interest in-

budding economic crisis in Russia. To this should

crease in some time is moving closer. The Japanese

be added meagre growth in France and Italy. The

Central Bank fired up its bond buy-up programme

European Central Bank conducted a test of the

during autumn after a VAT increase in spring caused

largest banks’ finances, which showed that overall

growth to stall.

the banking sector’s financial setup was on solid
footing. Conditions for the private sector improved

Monetary policy in the Eurozone was also eased.

towards the end of the year in step with the de-

The European Central Bank lowered interest rates,

cline of the euro rate, interest rates and oil prices.

and the deposit rate it offers is now negative. In

The risk of political unrest in the wake of a num-

addition, the European Central Bank began offering

ber of upcoming elections in Europe is a potential

cheaper loans to banks and launched a buy-up

source of unrest.

programme for bonds issued by the private sector.
Late in the year, Mario Draghi, the European Cen-

Yet another turbulent year

tral Bank President, unveiled a plan for buying gov-

for emerging markets

ernment bonds that is in the pipeline and will be

As in 2013, the shares in mature economies gen-

executed if inflation estimates are not lifted.

erated higher returns than shares in emerging
markets. However, development was more differen-

European growth grinding along

tiated in 2014, with a sharp rise in the dollar rate

In 2014, economic growth in the Eurozone was

particularly bolstering returns on US shares, while

creeping at a rate of just under 1 per cent. The

European shares yielded more moderate returns.
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Declining commodity prices, including a sharp drop in

A lower oil price boosts consumers’ buying power

the oil price in the second half of the year, contrib-

relative to other goods. US consumer confidence

uted to making conditions difficult for oil and com-

rebounded strongly during 2014 and is at its high-

modity producing countries and companies in Russia

est level since the financial crisis. This is due to a

and Latin America, among others. This hit both share

combination of better job opportunities, a brighter

and bond markets and the currency in the relevant

housing market and drastically cut fuel and heating

countries. On the other hand, Asia better weathered

bills. At the end of the year, dropping oil prices

the turbulent situation on the oil market. Most Asian

contributed to lifting retail sales in the USA. This

countries, including large countries like China, Japan

impact may spread to Asia and Europe, albeit to a

and India, are importers of oil and other commodi-

presumably smaller extent.

ties and thus benefit from declining oil prices.
Monetary policy holds centre stage
Oil price (Brent, USD per barrel)

USD per barrel
140
130
120
110
100
90
80
70
60
50
40
30

2008 2009 2010

2011

2012

2013

2014

While global growth was slightly lower than expected in 2014, the global monetary policy was
correspondingly eased more than anticipated at
the beginning of the year. Monetary policy in the
USA, the Eurozone, Japan and China will also play
the principal part as a growth stabiliser in 2015 and
once more prove a decisive factor for developments
on the financial markets. The destructive and
long-lasting negative impacts of the financial crisis
are still deep-seated in decision makers, so PFA expects that central banks will opt for overly relaxed
policies once again in 2015 rather than risk the

Dipping oil prices and the global economy

negative impacts of pursuing too stringent a mon-

Slumping oil prices impact consumers, compa-

etary policy. To this should be added that the de-

nies and countries to a varying extent. Generally,

clining oil prices slow inflation globally, thus giving

oil-importing regions such as Asia, Europe and the

central banks extra respite. Fundamentally, this will

USA will benefit from declining oil prices, while the

prop up growth and the financial markets in 2015.

converse applies to the oil-producing countries of
the Middle East, Latin America and Eastern Europe.

Geopolitical issues

How one assesses the impact depends on the

In Asia, a number of political leaders were elected

cause of the plunging oil prices. Oil prices that are

or re-elected in 2014. All else being equal, this

declining due to weakened demand, as was the

boosts stability, the inclination to invest and proba-

case in autumn 2008, bode badly for global growth

bly also the will to introduce reforms in these coun-

and equity markets. If, on the other hand, growing

tries. A number of European countries are facing

supply after many years of high oil prices is driving

elections in 2015, including Greece, Spain and Eng-

the decline, the prognosis for global growth and

land, which increases political risks in Europe. The

the equity markets is good. Declining oil prices

forces critical of the euro and cost-cutting plans

slow inflation. Going forward, this means that cen-

are gaining strength, and the outcome of these

tral banks can pursue a more relaxed monetary pol-

elections may have a major impact on the financial

icy than normally, which in turn helps keep interest

markets. Geopolitical unrest will also affect markets

rates at a low level.

in the coming year. The progress of the conflict
with Russia will play a decisive part in the Russian
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economy, but will also impact growth in Europe.

but a more positive view of economies in the Eu-

Finally, the slowdown of growth in China will play a

rozone and expectations that the European Central

major role in the financial markets. If the property

Bank will buy government bonds in the Eurozone in

market remains in a bad patch, the Chinese econo-

2015. At the beginning of the year, the 10-year Ger-

my and global growth may suffer significantly.

man and Danish interest rates were both below 2
per cent, and at end-2014 they had slipped to 0.54

Investment climate in 2015

per cent and 0.85 per cent, respectively. Leading

PFA expects a positive year for risk-prone assets

listed Danish companies generally experienced good

and moderate, positive returns on bonds. Overall,

results and respectable growth. This contributed

PFA expects lower returns on market rate products

to the Danish equity market being one of the best

than in 2014. Fluctuations on the financial markets

global equity markets, with a return of 20 per cent.

increased during the final months of 2014, and PFA
expects this pattern to continue in 2015. The road

Danish growth is expected to recover gradually in

to satisfactory risk-adjusted returns in 2015 leads

2015, although it is believed to remain somewhat

through a well-diversified portfolio and a flexible

below the historical trend level. There are emerging

investment strategy that takes account of varying

signs of improved competitiveness as a result of

monetary policy signals from the central banks.

low pay rises, a low Danish inflation rate and the
dip in the Danish krone rate, which together are

Incipient growth in the Danish economy

expected to boost the inclination to invest. Private

After two years of declining GDP, the Danish econo-

consumption is propped up by the prospect of rising

my saw moderate, positive growth in 2014. Consum-

employment and moderate growth on the housing

er confidence has been rising gradually since 2012 in

market. However, as a small, open economy, the

step with the more positive development in employ-

Danish economy is dependent on developments in

ment and on the housing market. The low inflation

its export markets, and thus highly sensitive to how

rate contributes to buoying up real wages, which

the global economy performs, particularly the Euro-

also helps underpin consumption. There are also

pean economy.

signs of incipient growth in companies’ investments,
which will be closely linked with developments on
the important export markets in Europe also in future. The decline in the euro and Danish krone rates
may positively impact companies’ earnings and competitive power in 2015.
Financial markets show a continuing high level of
confidence in the Danish economy. A large and
growing surplus on the balance of payments, substantial foreign exchange reserves and a stable
political climate contribute to this confidence. Bond
yields dropped sharply in Denmark during the year,
pulled down by an even heavier dip in interest rates
in Germany and Southern Europe. Thus, investors
have used Danish bonds as a safe haven to a lesser
degree than in the past. This is not due to a gloomier view of the prospects for the Danish economy,
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Investment return

In 2014, PFA generated a positive investment return

The very low interest levels restrict the future re-

of DKK 46 billion, and is thus the only pension

turn potential for savings in the average interest

company in Denmark to have delivered positive in-

rate environment, which are characterised by large

vestment returns for 13 consecutive years.

bond portfolios and interest hedging because of
the guaranteed benefits. Market rate plans, which

The past year was characterised by declining long

do not comprise guaranteed benefits, have fewer

interest rates, which contributed to two-digit re-

restrictions on investment strategies, for which

turns on average interest rate products as a result

reason investments better match PFA’s expecta-

of interest hedging. The gain from interest hedging

tions as concerns anticipated returns on the indi-

is offset to some extent by a rise in the present

vidual asset classes. Generally, over time, market

value of the future pension obligations towards

rate products will comprise a larger proportion of

customers holding average interest rate plans.

risk-prone investments than average interest rate

Developments in long interest rates stand in stark

pension plans due to the absence of guaranteed

contrast to 2013, which was characterised by rising

benefits, for which reason the long-term return is

long interest rates.

expected to be highest for savings in the market
rate environment.

Market rate products benefited from respectable
returns earned on shares, alternative investments,

Allocating investments on asset classes is the

credit bonds and long government bonds.

cutting-edge competence of PFA’s investment department. In 2013, when the return on emerging

PFA once more continued in its performance track

market shares was much lower than the returns

of delivering competitive returns on market rate

fetched on developed equity markets, PFA’s portfo-

products that are in the better half of the classifi-

lios of emerging market shares were modest.

cation. In fact, in 2014 the press published analyses pointing out PFA’s high returns compared with

In spring 2014, PFA increased its exposure to Asian

competing pension companies.

shares, thus enabling customers to benefit from
the sizeable returns delivered by the region during

PFA Plus customers fetched a return on their sav-

the remainder of 2014.

ings of somewhere between 9.0 per cent and 12.8
per cent before tax. In PFA Plus profile C, the profile

On the interest side, the exposure to corporate

that customers typically pick, returns ranged be-

credit bonds and emerging market government

tween 9.9 and 11.8 per cent before tax, depending

bonds increased until year-end 2013, which con-

on customers’ proximity to retirement.

tributed to higher returns in 2014. In addition, interest sensitivity increased in step with rising pros-

PFA Plus Returns 2014
Years to retirement

pects of a rather relaxed global monetary policy,
30

15

5

0

which also contributed positively to PFA’s returns
in 2014.

PFA Plus profile D

12.8 % 11.3 % 10.5 % 10.3 %

PFA Plus profile C

11.8 % 10.7 % 10.0 %

9.9 %

A relatively high exposure to Danish shares at the

PFA Plus profile B

10.7 % 10.0 %

9.6 %

9.4 %

beginning of 2014 made a positive contribution

9.1 %

9.0 %

to PFA’s investment returns in the past year. The

PFA Plus profile A

9.7 %

9.4 %

Return for PFA Plus profiles includes CustomerCapital with
an Individual CustomerCapital return of 20 per cent p.a.

largest share on the Danish equity market, Novo
Nordisk, delivered a return of 33.3 per cent and
was thus a major driving force behind the sizeable
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return. The positive trend on the Danish equity

The Danish equity market rose by as much as 19.8

market contrasts with developments on other Euro-

per cent in 2014, and was among the markets

pean equity markets, which experienced a difficult

generating the highest returns. PFA generated a

year in 2014, primarily as a result of disappointing

return of 20.9 per cent on Danish shares. The larg-

economic growth in Europe coupled with the fear

est shares in PFA’s portfolio are Novo Nordisk and

of deflation. The conflict with Russia, and particu-

Mærsk, with Novo Nordisk having a strong return

larly the downing of a passenger plane from Ma-

history, above all. With a 5 per cent rise, the Mærsk

laysia Airlines over Eastern Ukraine, added to the

share saw slower growth.

sombre mood on the European equity markets.
The share portfolios also deliver good returns in
Success for Danish shares

the slightly longer term. From the beginning of

PFA’s portfolio of Danish shares continued its up-

2009, PFA Danske Aktier has been delivering a

ward trend, also delivering respectable returns in

combined surplus return of 33 per cent compared

2014 despite turbulence on the financial markets.

with the Danish equity market and a surplus return

For a long period of time, PFA has been widely ex-

of more than 100 per cent compared with Europe-

posed to Danish shares. At end-2014, the portfolio

an shares, as shown in the graph.

had a value of about DKK 15 billion.

PFA Danske Aktier vs. European shares

PFA Danske Aktier
MSCI Europe
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Alternative investments

has thus shown the worth of market rate products

In 2014, alternative investments generated an

compared with average interest rate products. The

overall return of 27.2 per cent, which is higher than

same development is expected in future.

the return on most equity markets. Within alternative investments, all subcategories, capital funds,

Transfer allowance

infrastructure, loan funds and direct investments

Another advantage of PFA’s market rate product,

contributed positively to the high return.

PFA Plus, is the share of the reserves which PFA
has since 2009 - as the only pension company -

2014 was characterised by generally positive share

offered to all PFA customers transferring from aver-

and credit bond markets and active listing and

age interest rate to market rate.

company acquisition markets. Thus, PFA’s investments developed respectably, witnessed by posi-

This standing offer has greatly benefited customers

tive development in the value of the portfolio and

and is in tune with PFA’s business model, whose

repayments to PFA after disposal of the underlying

principal aim is to create value for customers. The

investments.

transfer allowance has been calculated according
to applicable rules, and the calculation method

PFA assesses that there will still be potential for

has been fine-tuned on an ongoing basis in close

investing in good alternative investments in 2015,

dialogue with the Danish Financial Supervisory

and consequently the asset class will once again be

Authority to ensure that the model is fair to both

a focus area for PFA this year. The low interest level

customers transferring out of average interest rate

generally makes alternative investments interesting

plans and those who choose to hold on to them.

for investors who hold a long investment horizon,
and who may obtain an additional return by way

In 2014, the Danish Government moved to legislate

of the illiquidity premium which is typically linked

on the methodology used for calculating transfer

to long-term alternative investments. However, it is

allowances, the objective being that all companies

all-important to be selective, as far from all alter-

should apply the same principles. PFA adjusted

native investments that are offered have a quality

its calculations to match the new rules, and con-

that lives up to PFA’s requirement as to an attrac-

sequently – as the first company – PFA could an-

tive balance between the expected return and the

nounce in May that it would once again be possible

risk attaching to the investment.

to switch from an average interest rate plan to a
market rate plan and receive an allowance.

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

Customers are showing great interest in and de-

interest rates on government and mortgage credit

mand for this option.

bonds in Denmark and in other major markets have
resulted in major price gains on the very large bond

PFA believes that in future all Danish pension cus-

portfolios. In the future perspective, the return po-

tomers should be given the opportunity to switch

tential is considered extremely limited, as the abso-

from average interest rate to market rate plans

lute interest level remains at an all-time low.

and get a transfer allowance as an added extra. It
is fair to customers, as they will thus receive their

2014 saw solid returns on market rate products, re-

undivided share of collective reserves, while also

gardless of the investment profile chosen. The best

creating a genuine competitive framework.

returns were obtained by investing in risk-prone
assets, such as shares, and once again the year
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High return on average interest rate

deposit interest rate of 2 per cent. Including the re-

plans in 2014

turn on Individual CustomerCapital of 20 per cent,

For customers with an average interest rate plan,

the deposit interest rate amounted to 2.9 per cent

a major share of their savings is invested in bonds

in 2014. For average interest rate plans, the addi-

and is interest hedged to protect the guaranteed

tional return on CustomerCapital thus meant that

benefits. 2014 was characterised by dipping in-

PFA could give customers with CustomerCapital a

terest rates, which led to heavy capital gains on

higher overall deposit interest rate on their savings.

bonds and interest hedging products. Thus, for
interest groups 1-4, the return ranged between 13.1

In 2014, as in previous years when investment re-

and 20.7 per cent. The total return on customers’

turns on average interest rate plans were high, PFA

savings (N1F) ended at 15.3 per cent.

made sure to put a major share of the return aside

Return and deposit interest rate in PFA’s
interest rate groups
Deposit interest
Interest rate
rate, incl. Individual
Return
group
CustomerCapital
return 2014

to ensure customers’ guaranteed benefits. Following the general interest rate cut, the expected forward-looking return is not as high as previously.
The table ‘From return to deposit interest rate’

1

13.1 %

2.9 %

shows the connection between return and the

2

17.2 %

2.9 %

deposit interest rate for customers with average

3

20.7 %

2.9 %

interest rate plans in interest rate group 1. It can

4

16.9 %

2.9 %

be seen that 7.7 percentage points of the return
for the year was allocated to value adjustment of

PFA complies with the agreement between the

insurance liabilities, while 0.6 percentage points

Danish Insurance Association and the Danish Min-

were transferred to unallocated bonus reserves.

istry of Business and Growth regarding a maximum

From return to deposit interest rate in PFA Pension

Customers’
deposits

Individual
CustomerCapital

Return before investment expenses

13.8 %

8.4 %

Investment expenses

(0.7) %

(0.5) %

Investment return for customers

13.1 %

8.0 %

Collective pension yield tax

(1.4) %

-

Operational risk charge allocable to equity and CustomerCapital

(0.5) %

8.9 %

-

1.4 %

Transfer allowance

(0.9) %

-

Change in value adjustment of insurance liabilities

(7.7) %

-

Transfer from customers’ unallocated bonus reserves / Collective CustomerCapital

(0.6) %

1.7 %

2.0 %

20.0 %

Balance on other activities

Deposit interest rate before tax / interest on Individual CustomerCapital
Deposit interest rate before tax, including 5 per cent CustomerCapital

2.9 %
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Responsible investments

Supporting the UN principles

In 2014, PFA continued its efforts to strengthen the

Together with a number of Danish investors, PFA

processes for making responsible investments. One

chose to step out of the Principles for Responsible

area of focus has been to ensure that the due care

Investment at end-2013 in response to managerial

principle, on which the UN guidelines for human

issues in the organisation.

rights and business activities are founded, was integrated into PFA’s investment process. The guide-

PFA still advocates the six international principles

lines are also central principles of PFA’s model for

that the Principles for Responsible Investment was

responsible investments in government bonds. The

intended to promote, and in keeping with these

model, and the countries in which PFA has chosen

principles PFA will continue to report on challenges,

to invest, can be seen at pfa.dk/aktieinvesteringer

progress and the results of screenings and active

(only available in Danish).

ownership.

Active ownership

Exclusion of cluster munitions manufacturers

The principle regarding active ownership is a cor-

In November 2014, PFA was admitted to the select

nerstone of our work on responsible investments.

group of international investors who have stayed

PFA makes dialogue with companies a high prior-

entirely clear of investing in cluster munitions. PFA

ity, the aim being to encourage responsible value

was nominated by the Dutch relief organisation

creation on their part and thus secure the highest

PAX, which publishes the annual report “Worldwide

maximum long-term investment return.

investments in cluster munitions: A shared responsibility”, which provides an international outline of

In the dialogue with companies and external man-

investors and manufacturers in the cluster muni-

agers regarding breaches of PFA’s policy and guide-

tions industry. A total of 36 international investors

lines, PFA has focused special attention on manu-

were admitted to what PAX calls the Hall of Fame,

facturers of convention-violating weapons, which

of which only four hail from Denmark.

PFA systematically excludes from its investment
portfolio. PFA’s Responsible Investment Board
makes the decision as to whether a company
should be excluded, or whether the dialogue
should continue.
PFA has mapped externally managed index-linked
funds in the ‘You Invest’ platform. In future, customers who choose to invest individually should
be able to place their funds in index-linked funds
without risking that they might be contributing to
the manufacture of convention-violating weapons.
Read more about the results of the commitment
dialogue and the screening in PFA’s CSR report and
at english.pfa.dk/csrrport.
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PFA and the market

Competition on the market for pension plans has be-

tomers via CustomerCapital and low prices and ex-

come keener. The market for corporate pension plans

penses, is now deeply rooted in customers’ minds.

is saturated, so growth in excess of moderate market
growth takes place by winning new market shares.

At the same time, growth means that to an even

At the same time, more players are stepping into the

higher extent PFA has been able to exploit the

competitive-prone part of the market, thus making

economies of scale that follow from a larger cus-

a comparison between product offerings, terms and

tomer base and PFA’s unique business model. This

prices more transparent for consumers. PFA finds

means lower unit costs for the benefit of both ex-

this development positive and actively supports it,

isting and new customers.

because it ensures better terms for customers.
PFA remains the leading player on the market
With PFA’s special focus on value generation for

Following the vigorous growth seen in previous

customers and the PFA Plus platform, PFA is well

years, PFA succeeded in recording growth in regular

equipped for the keener competitive environment,

payments also in 2014. Regular payments amounted

and PFA expects continued growth in the years to

to DKK 17.2 billion against DKK 16.1 billion in 2013.

come. PFA’s capital under management rose by
DKK 21 billion to DKK 519 billion at the end of the

In 2014, PFA maintained the level for total payments,

year compared with DKK 498 billion in 2013.

amounting to DKK 25.3 billion against DKK 25.9 billion in 2013. The level of total payments is impacted

Capital under management

by single payments, among other things, and 2013
saw an exceptional number of single payments. The

600

takeover of Pensionskassen for Apotekere og Farma500

ceuter, representing a total of DKK 1.2 billion, will not
be fully implemented until 2015.

400

Total payments
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Despite mounting competition, PFA succeeded in
keeping customer defections at a particularly low

5

level in 2014. PFA has confirmed customers in their
view of having chosen the right pension supplier
by providing good service and advice while offering

0
DKK billion

2010

2011

2012

2013

2014

a mix of high returns, low expenses and a unique

24

product platform that matches customers’ individual

After many major tender rounds for pension plan

requirements as to savings and insurance cover and

contracts in 2012 and 2013, the pension market

access to advice. In addition, PFA’s special business

was considerably quieter in 2014 with remarkably

model, which ensures high value creation for cus-

few tenders among large to very large corporate
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customers. This impacted payments adversely dur-

wards the end of the year. After its first year on

ing the first six months of the year.

the market, PFA Bank had close to DKK one billion
DKK under management.

However, the payments rate in the second half of
the year turned out to be highly satisfactory, due

Advisory services are an important

to a doubling of the number of new customers in

element in a pension plan

the medium segment and significant activity among

A significant part of the value generation takes

existing customers.

place via individual adaption of one’s pension plan.
Consequently, it is important for customers to have

Letpension – cooperation with

access to expert advice. PFA’s online tools and

financial institutions

digital universe contribute to strengthening access

Through a great many years PFA has been cooper-

to advisory services and personal recommenda-

ating with financial institutions regarding the sale

tions, but cannot stand alone. Many customers

of PFA’s products to financial institution customers.

still request traditional advisory services, with the

Cooperation takes place through the jointly owned

customer – in addition to digital advice – also en-

company, Letpension, which is owned by about 40

gaging in a dialogue with expert advisers.

financial institutions, including Jyske Bank, Ringkjøbing Landbobank and Spar Nord Bank. Via this co-

In 2013, PFA introduced a certification programme

operation, PFA has the potential for competing on

for all advisers. The objective was to ensure that

the retail customer market when it comes to both

they all hold the right qualifications and have the

pensions (life annuities) and insurance products.

necessary knowledge to be able to provide the
best possible advice to customers. Certification is

The Letpension cooperation is considered strate-

obtained by completing a rather long qualifying

gically important for PFA, and the business volume

course, ending with several examinations targeting

has been growing over the past few years – a

professional insurance qualifications and their

trend that continued in 2014. Total payments grew

ramifications and how to communicate such issues.

by more than 25 per cent in 2014, while the value
of savings increased by 70 per cent.

The certification requirement was extended in 2014
to comprise all employees who engage in pension

Launching of PFA Bank

consultations with customers. Thus, today all calls

PFA’s business development focuses on catering to

and e-mails to PFA’s Advisory Services Centre are

customer needs in the areas in which PFA has its

being answered by a certified adviser. In this way, a

cutting-edge competence. This is one of the com-

high quality level and a better handling of customer

ponents of the underlying idea behind PFA Bank,

inquiries are ensured.

which was launched at the beginning of 2014. The
bank gives PFA’s customers an opportunity to in-

In 2014, PFA was in direct dialogue with more than

vest on attractive terms – also while dissaving. At

475,000 customers, involving upwards of 57,000

the same time, the bank supports the increased

consultancy sessions, in the context of which a PFA

focus on advisory services and other services to re-

employee offered advisory services to the customer

tirees. 80 advisers at PFA have been MiFID certified

at his/her workplace or via online advisory services,

to offer advice on the bank’s products.

which takes place by the adviser and the customer
talking together on the phone while having access

The launch of the bank took place in a controlled

to the same screen displays at both the customer’s

process, and the customer intake increased to-

and the adviser’s computer.
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On average, customers waited less than 125 sec-

Customer satisfaction – still at

onds to get through to the Advisory Services Centre,

a satisfactorily high level

which had a response rate of 93 per cent in 2014.

Satisfaction with PFA’s advisory services remains at
an unchanged high level. It is gratifying that satis-

Advance tax payment increased

faction with online advisory services is at the same

the need for advisory services

high level as traditional pension consultations.

In 2014, it became possible to advance the tax

Online advisory services are a flexible solution

payment on endowment pension plans in return for

that makes it possible to offer advice where and

a tax rebate. In this connection, PFA sent 62,000

whenever it suits the customer best. Using online

letters with a recommendation to customers who

advisory services the customer is able to see his/

would have the greatest benefit from this scheme.

her plans by way of graphs and pictures on his/

In addition, all customers had access to personal

her own computer screen while interacting on the

advice and recommendations at the customer por-

phone with an adviser.

tal My PFA, and could immediately make a direct request for advancing the tax payment using NemID.

Many customers have benefitted

In connection with the October offer to advance

from their health insurance

the tax payment against a tax rebate, PFA received

In 2014, 384,000 PFA customers had taken out

more than 30,000 calls from customers, and a total

health insurance, and 106,000 customers have

of 23,425 customers chose to pay the tax early.

benefitted from this insurance one or more times.
PFA has processed 136,000 claims.

New digital universe – My PFA makes it easier
to understand and use one’s pension plan

Just under 90 per cent of customers’ claims are set-

For many years, customers have been able to get

tled immediately, thus giving them the fast track to

an overview of their pension situation by logging

one of the practitioners or therapists in PFA’s quali-

into My Pension. In June, PFA launched the new My

ty-assured network. Customer satisfaction is meas-

PFA platform, which gives customers an easy-to-

ured on an ongoing basis, and general customer

grasp overview and easy access to using the ser-

satisfaction is rated at 9.0 on a scale from 1-10.

vices inherent in their pension plan. My PFA has a
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number of simple advisory tools that give custom-

When you or your next of kin are challenged by

ers an opportunity to assess their own pension sit-

serious illness, it is important to have access to

uation and perform any needed tweaking of their

personal advice. Consequently, PFA has made the

payment schedule, insurance cover or investment

deliberate choice that customers should not be met

of their savings. My PFA is structured using a re-

by a computer voice, but by a human voice if they

sponsive design that makes it easier to use My PFA

need to make claims under their health insurance.

on smartphones and tablets. Later in the year, My

In 2014, PFA answered more than 240,000 calls re-

PFA also became downloadable via an app. In 2014,

garding health insurance questions. With a response

more than 590,000 log-ins were registered on My

rate of more than 97 per cent and an average wait-

Pension/My PFA compared with 448,790 log-ins in

ing time of less than 40 seconds, PFA’s customers

2013.

are guaranteed a high rate of accessibility.

One of the advisory tools at My PFA is a compari-

PFA helps customers in difficult situations

son function that makes it possible for customers

290,000 of PFA’s customers are secured a lump sum

to compare their pension plan with the plans of

if they are diagnosed with a critical illness. In 2014,

other similar customers.

1,300 customers received a lump sum in connection
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with critical illness. Cancer remains the most frequent

on realising synergies between the two companies

triggering event for such payouts, representing 60

– for the benefit of customers, who will thus get

per cent of all payouts related to critical illness.

better and cheaper health products, and for the
benefit of the companies, which will experience

Focus on prevention and help

even greater positive gains by way of lower sickness

to sick customers

absence and enhanced productivity and efficiency.

More than 500,000 customers at PFA are today guaranteed regular payouts if their occupational capacity

Successful integration of FunktionærPension

is fully or partly reduced. In 2014, PFA processed

In 2014, PFA completed a successful administrative

1,640 claims in respect of reduced occupational

uniting of the former FunktionærPension, which

capacity. Physical ailments continue to be the most

merged fully with PFA in 2013. The consolidation of

frequent cause of reduced occupational capacity.

the administrative functions in PFA’s systems resulted in an addition of more than 100,000 customers

PFA has developed a number of preventive pro-

to PFA’s platform. The historically large unification

grammes intended to hold off potential health

process – also at industry level – proceeded accord-

issues and boost the individual’s energy level.

ing to plan and testifies to PFA’s organisation and

Prevention may take place via employee screen-

systems being able to handle the merging of major

ing at the workplace, preventive treatment or via

programmes without extra costs or subsequent oper-

initiatives and programmes focusing on a healthy

ational problems.

lifestyle – in one’s private life and at the workplace.
In addition to contributing to fewer and lower

Increased efficiency and realisation

payouts for reduced occupational capacity, viewed

of economies of scale

over the long term, the programme also contrib-

In an ongoing process, PFA’s customers have cho-

utes to a higher quality of life for the individual and

sen to move from the traditional average interest

a lower rate of sickness absence from work.

rate plans to market rate plans under PFA Plus. In
total, the number of new and transferred pension

In 2014, PFA intensified its efforts to assist custom-

plans that have been transferred to PFA Plus plans

ers who had either lost their occupational capacity,

increased significantly in 2014.

or who are at risk of losing it. In 2014, 250 customers underwent an active claims handling procedure
to help retain the individual claimant in his/her job
or return to the labour market at a later time.
Development of economies of
scale in the health area
PFA will boost its already competitive capacity in

Number of customers in PFA Plus
600,000
500,000
400,000
300,000

the health area. After the acquisition of Mølholm
Forsikring in 2013, PFA and Mølholm have identified

200,000

best practice, triggering important synergy effects.
For instance, together PFA and Mølholm are the ab-

100,000

solutely largest player on the health insurance market in Denmark, and have the potential for obtaining
considerably lower prices for treatment via common

0
2010

2011

2012

2013

2014

procurement programmes. There will still be focus
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In addition to the integration of FunktionærPension,

The efficiency enhancement is both a result of fo-

PFA also completed extraordinary advance tax pay-

cused work on process optimisation and the tech-

ments in 2014 on customers’ endowment pension

nological platform on which PFA Plus is structured,

plans that were converted into old age savings plans

with higher automation rates and shorter process

and prepared for the intake of new customers. De-

times meaning greater efficiency in the processing

spite the sustained high activity level, expenses devel-

flow. This means that efficiency is gradually stepped

oped satisfactorily in PFA – as in previous years – with

up as and when more business and organisational

a marginal increase in total expenses of 2.7 per cent.

customers choose a PFA Plus plan for their employ-

Payments

Development in payments
and expenses

Expenses

ees. At the same time, efficiency enhancements
have also been obtained via additional IT support of
the health insurance area and heightened focus on

Index

quality across the entire organisation.

160
140

The application of technological tools has given

120

PFA a smooth customer service process in terms
of both implementation of new pension plans and

100

the operation of existing ones. The simplified case
80

processing has improved the service level towards

60

customers, which contributes to maintaining a high
customer satisfaction rate.

40
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Management and organisation

PFA acts in the fiduciary capacity of managing and

The AGM elects the Supervisory Board, which is

overseeing the pension savings of Danish citizens.

charged with overall management of the com-

This is why PFA bases its business on the trust of

pany’s affairs.

its customers, employees and society at large, and
the integrity of our company is a core element in

The PFA Pension Supervisory Board and the PFA

the business relationship.

Holding Supervisory Board are identical. The Board
is composed of 10 members elected by the

Trust and integrity are a primary concern of all

shareholders at the Annual General Meeting, and

PFA staff members. It means that PFA should run

five members elected by employees. Eleven board

its business fairly and responsibly vis-à-vis its

meetings were held in 2014 plus the annual

employees, its customers and society as a whole.

strategy seminar.

PFA’s conduct is in keeping with Danish legislation,
industrial standards and the international principles

The Supervisory Board’s duty is to supervise the com-

regarding CSR and sustainability under which PFA

pany’s business activities and ensure that the com-

has chosen to do business.

pany is run responsibly and in keeping with statutory
provisions and the Articles of Association. The Super-

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

visory Board appoints and dismisses the company’s

its business needs and internal values. They are

Executive Board, Chief Actuary and Internal Auditor.

founded in a number of policies originating in the

In consultation with the Executive Board, the Supervi-

company’s approach to risk.

sory Board decides on the company’s daily management and operations. At all ordinary board meetings,

PFA’s business model

the Supervisory Board receives a report on the com-

The Supervisory Board has adopted an updated

pany’s operations, financial statements, investments,

business model that provides a detailed description

capital and risk issues and technical accounts.

of the company’s business areas, products, customer base, distribution and key activities, etc. The

The chairmanship consists of the Chairman and the

business model focuses on value creation and the

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

risks associated with PFA’s activities.

gether with the Executive Board, prepare the Supervisory Board’s meetings. The Supervisory Board

The business model is rooted in PFA’s unique busi-

has set up an Audit Committee and a Remuneration

ness base and governance structure, which form the

Committee. The Supervisory Board is elected for

backdrop to PFA’s objective to create maximum value

four years at a time and, and retiring members are

for its customers and be their preferred company.

eligible for re-election.

The business model underpins the strategic measures that have been implemented with respect to

Evaluation by the Supervisory Board

minimising risks at all times while keeping costs and

Using PFA’s business model and the associated risks

expenses down so that the value generated in PFA

as its yardstick, the Supervisory Board performs an

is first and foremost passed on to its customers.

evaluation of the work of the Supervisory Board and
of the Executive Board at least once a year, with a

Annual General Meeting of shareholders

view to creating more value and ensuring that the

and the Supervisory Board

Supervisory Board’s work improves continuously.

PFA’s supreme authority is the Annual General Meeting of shareholders, and the ordinary AGM is held

The evaluation contains an assessment of the Super-

every year before the end of April.

visory Board’s results, the organisation of its work and
the Supervisory Board’s composition and qualifica-
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tions. An assessment is made whether the Superviso-

fair and equitable principles. Employees are remu-

ry Board members collectively possess the knowledge,

nerated with due regard paid to PFA’s objective of

professional qualifications and experience needed to

generating maximum value for its customers, both

understand the company’s activities and the associat-

in the short and the long terms. Accordingly, sala-

ed risks to ensure the proper running of the business.

ries are not to include incentives that may encourage unnecessary risk assumption.

The Supervisory Board also undertakes an annual
assessment of the Executive Board’s reporting to and

At the same time, the PFA Group wishes to ensure

briefing of the Supervisory Board, including the quali-

competitive remuneration throughout the business so

ty of the material submitted to the Supervisory Board.

as to match the value generated. Remuneration should
conform to the market and be fixed in consideration of

Overall, the evaluation process in 2014 concluded

PFA’s desire to be able to attract and retain qualified

that, individually and combined, the Supervisory

employees at all times. Together with other employ-

Board’s composition and the qualifications of its

ment terms, remuneration should reflect the custom-

members reflect the requirements of the compa-

ers’ and the company’s interests and promote the

ny’s situation and position. The reporting from the

long-term objective of creating value for customers as

Executive Board was also assessed as satisfactory

well as fostering sound and efficient risk management.

for the Supervisory Board’s work.
PFA’s Remuneration Committee is composed of
Audit Committee

four members of the Supervisory Board, one of

PFA’s Audit Committee is composed of three mem-

whom has been elected by the employees:

bers of the Supervisory Board:
• Svend Askær, Chairman
• Jørn Neergaard Larsen, Chairman

• Erik G. Hansen

• Svend Askær

• Karsten Dybvad

• Torben Dalby Larsen

• Mette Risom

The Audit Committee’s responsibilities include

On behalf of the Supervisory Board, the Remuner-

monitoring the financial reporting process and the

ation Committee carries out the preliminary work

statutory audit of the financial statements and over-

used in connection with determining a salary policy

seeing the efficiency of the company’s internal con-

for the Supervisory Board, the Executive Board and

trols, internal audit and risk management systems.

other major risk takers, including recommending the

Furthermore, the Audit Committee must monitor

salary policy for the Supervisory Board’s approval and

and control auditors’ disinterest. In 2014, PFA’s Audit

recommending the Executive Board’s remuneration

Committee held four meetings. At several meetings,

to the Supervisory Board. In its preliminary work, the

both internal and external auditors participated.

Committee is attentive to the company’s long-term
interests. Furthermore, the Committee may discharge

Remuneration Committee

other tasks that might impact the Committee’s abil-

PFA has developed a business model that centres

ity to assess remuneration. The Remuneration Com-

on creating value for customers. To achieve this,

mittee reports on a regular basis to the Supervisory

efforts are focused on obtaining the maximum

Board and held five meetings in 2014.

investment return and keeping direct and indirect
expenses at a minimum.

For information about remuneration issues, please
refer to the 2014 remuneration report, which will

Remuneration across the PFA Group is based on

be published in April 2015.
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Supervisory Board and Committee meetings at PFA Pension
during the period 1 January - 31 December 2014
Supervisory Board meetings
Supervisory Board member

Chairmanship meetings
Participation

Supervisory Board member

Participation

Svend Askær

11

Svend Askær

9

Jørn Neergaard Larsen

11

Jørn Neergaard Larsen

9

Klavs Andreassen

11

Number of meetings

9

Lars Christoffersen

11

Karsten Dybvad

9

Audit Committee meetings
Participation

Gita Grüning

10

Supervisory Board member

Erik G. Hansen

10

Svend Askær

4

Jørn Neergaard Larsen

4
4
4

Peter Ibsen

9

Hanne Jensen

11

Torben Dalby Larsen

Thomas P. Jensen

11

Number of meetings

Per Jørgensen

11

Torben Dalby Larsen

10

Mette Risom

11

Laurits Rønn

10

Per Tønnesen

10

Number of meetings

11

Remuneration Committee meetings
Supervisory Board member

Participation

Svend Askær

5

Erik G. Hansen

4

Karsten Dybvad

5

Mette Risom (Joined the Committee
at the AGM in April 2014)

4

Number of meetings

5

The Executive Board
PFA’s Group Management duties are shared be-

New strategy successfully embedded

tween three persons: Jon Johnsen, Group Executive

PFA has developed a transformational model with

Vice President and Acting CEO, Anders Damgaard,

an associated PFA Scorecard to handle the execu-

Group Executive Vice President and CIO, and Lars

tion of PFA’s strategy and demonstrate the pivotal

Ellehave-Andersen, Group Executive Vice President

business results. The tools are also used to convey

and CCO.

the strategy internally.

Customer Board

PFA’s transformational model unified the strategic

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

development projects within five beacon areas –

decision-makers from our largest corporate and or-

value creation, customer experience, controlled

ganisational customers. Torben Dalby Larsen, who is

market development, performance organisation

a member of the Supervisory Board, is Chairman of

and image. The PFA Scorecard sums up the re-

the Customer Board. The Customer Board serves as

sults. Group Management reports the status of the

the linchpin between customers and the PFA Manage-

Scorecard to the Supervisory Board on a quarterly

ment and ensures close relations with our customers.

basis. Executive employees’ bonus depends on the
score achieved in PFA’s Scorecard.

The Customer Board held four meetings in 2014,

32

during which it discussed monetary policy issues,

The Executive Board communicated information

new products and services. The Board was briefed

about PFA’s strategy, transformational model and

about the company’s progress and new pension

Scorecard to executives and employees on a regu-

rules and terms and conditions.

lar basis via the intranet and dialogue meetings.
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PFA’s employee commitment has developed posi-

Staff turnover measured over the year for all types

tively since the first surveys back in 2005. In 2014,

of employee departures was 11.8 per cent com-

employee satisfaction and commitment rose.

pared with 7.7 per cent in 2013. The turnover rate
for staff that chose to resign was 4.7 per cent on

Strengthened processes for women

average. Overall, PFA took on 156 employees in

in executive positions

2014 compared with 133 in 2013. At the end of the

PFA has set targets for the so-called underrepre-

year, PFA had 1,277 full-time employees compared

sented gender in management – in practice this of

with 1,290 in 2013.

course means the share of women – and adopted
a policy to increase the share of women at all man-

Whistleblower scheme

agement echelons.

PFA’s whistleblower scheme is intended to provide
an extra option for uncovering illegal or inappropri-

Supervisory Boards and executive tiers with few

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

members are perceptible to occasional changes,

and to improve employees’ opportunity to call at-

PFA is focused on attracting qualified female candi-

tention to reprehensible conduct. Employees may

dates for both Supervisory Board posts and mana-

report cases or pass on information about statuto-

gerial positions in general, and over time reaching

ry provision breaches, unethical conduct or human

the desired target figures.

rights violations.

The associated work is described in more detail

The cases may be reported confidentially or anon-

in PFA’s CSR report, and the statement on target

ymously to the Chairman of the Audit Committee

figure performance and the policy for the under-

and a compliance officer, who will examine the

represented gender in management for PFA Group

issues in more detail and report to the Audit Com-

companies can be found on the CSR pages at

mittee. The scheme was launched and implement-

english.pfa.dk/csrreport under the submenu item,

ed in 2012. A whistleblower portal was launched in

“About PFA”.

2014, so now reporting may be made electronically.
No reports were filed in 2014.

A breakdown by gender of management echelons
at PFA for 2014 is as follows: 49 per cent female
team leaders, 38 per cent female senior managers
and 14 per cent female directors.
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Solid capital strength

PFA has solid capital strength. The reserves ensure

The individual solvency need was thus greater and

that also in future PFA may deliver high value to its

thus the capital requirement at the end of 2014.

customers.

At end-2013, the capital requirement would have
amounted to DKK 12.1 billion based on the new

For customers with average interest rate plans,

rules for individual solvency need. Thus, the indi-

solid capital strength is the prerequisite for pension

vidual solvency need has risen DKK 3.8 billion dur-

savings to be invested appropriately. PFA’s robust

ing the year, which is offset by the DKK 4.4 billion

capital strength ensures that customers with av-

increase in the capital base.

erage interest rate plans can obtain respectable
returns while their guaranteed benefits remain
unchanged at PFA. PFA has the necessary capital
strength to honour these obligations. However, this

Capital strength
PFA Group (DKK billion)

2014

2013

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

Capital base after risk charge

28.5

24.1

tage for many customers with average interest rate

Solvency requirement

(15.9)

(12.1)

plans to switch to market rate.

Excess capital base

12.6

12.0

Collective bonus potential

Stronger capital base

Total reserves

The capital base rose by DKK 4.7 billion to DKK 29

Bonus potential on paid-up
policy benefits

billion at end-2014. As a result of the excellent in-

8.0

9.3

20.6

21.3

0.8

4.6

vestment performance, it was possible to carry to
income the full operational risk charge receivable

The Solvency II regime is expected to enter into

of DKK 1 billion relating to 2013 that is allocable to

force on 1 January 2016. At present, there is still

the capital base. The capital base consists primarily

some uncertainty regarding the methodology for

of CustomerCapital and equity. CustomerCapital

determining the discounting curve for calculating

represented more than three quarters of the cap-

the liabilities at market value. PFA closely follows

ital base. CustomerCapital increased by DKK 3.8

the work on implementing Solvency II and is well

billion to DKK 24.5 billion. The equity rose by DKK

prepared for the future entry into force of the Sol-

0.5 billion to DKK 5.9 billion. The equity is calculat-

vency II rules.

ed exclusive of the share attributable to minority
Higher solvency ratio (Solvency I)

interests in PFA Kapitalforening.

The important financial ratio, the solvency ratio (SolNew individual solvency need

vency I), still needs to be calculated based on the

principle and Solvency II

traditional solvency requirement. The solvency ratio

As at 1 January 2014, the Danish Financial Super-

rose to 278 per cent versus 240 per cent at end-

visory Authority introduced new rules for calcu-

2013. Thus, PFA has lifted its solvency ratio, meas-

lating the individual solvency need based on the

ured according to this principle, for a consecutive pe-

principles from the future Solvency II regime. The

riod of five years - by a total of 93 percentage points.

methodology used by PFA Pension is the standard
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approach adjusted using a partial internal model

In 2014, the capital base grew by DKK 4.7 billion

for calculating the life expectancy risk. Calculated

to DKK 29 billion, while the solvency requirement

according to the new rules, the capital requirement

(Solvency I) only rose by DKK 0.3 billion to DKK 10.4

based on the individual solvency need amounted

billion. The modest rise in the solvency requirement

to DKK 15.9 billion at end-2014. The traditional

is due to the fact that in 2014 many customers

solvency requirement amounted to DKK 10.4 billion.

chose to move their savings from an average inter-

Annual Report

PFA Holding

2014

est rate plan to PFA Plus. This is to some extent off-

as collective bonus potential and bonus potential on

set by the fact that as a result of declining interest

paid-up policy benefits shrank by DKK 5.1 billion.

rates PFA was required to increase its provisions in
respect of the guaranteed pensions under average

Part of the reduction in the collective bonus po-

interest rate plans.

tential is attributable to the fact that in 2014 many
customers chose to move their savings from aver-

Decline in collective bonus potential

age interest rate plans to PFA Plus. When a custom-

At end-2014, the collective bonus potential totalled

er with guaranteed benefits moves his/her savings

DKK 8.0 billion, down DKK 1.3 billion on the previ-

to a PFA Plus market rate plan, the transfer allow-

ous year.

ance, which represents the customer’s share of
the unallocated reserves, will be directly deposited

A major part of the savings in average interest rate

into the customer’s PFA Plus deposit account. This

plans is placed in bonds and other interest-hedging

means that as more and more customers transfer

instruments to safeguard the guaranteed benefits.

from average interest rate plans to market rate

The interest rate decline triggered a price hike on in-

plans, the collective bonus potential shrinks.

terest-bearing assets and a corresponding increase
in the market value adjustment of pension liabilities.

At end-October 2013, PFA temporarily suspended
its transfer allowance programme until the new

The declining interest rates caused the bonus po-

rules regarding calculation of transfer allowance

tential on paid-up policy benefits to drop by DKK 3.8

were ready in May 2014. At that time, PFA reintro-

billion. Thus, the total customer reserves calculated

duced the transfer allowance as the only company.

Bonus ratio, etc. for PFA’s largest interest rate groups
Interest rate
group

Operational risk charge
2014

Bonus ratio
2014

Bonus ratio
2013

0.45 %

7.1 %

6.0 %

2

0.55 %

6.8 %

5.3 %

3

0.70 %

1.0 %

2.2 %

4

0.80 %

0.6 %

1.7 %

1

New solvency rules for insurance

the capital requirements of its subsidiaries. Special

holding companies

bonus provisions (CustomerCapital) may be includ-

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

ed in the capital base of the insurance holding

ance holding companies’ has been introduced into

company, corresponding to the capital require-

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

ments of the subsidiaries.

fined as an insurance holding company, as acquiring and holding equity interests in PFA Pension A/S

According to the previous rules, PFA Holding was a

is the company’s principal activity.

financial holding company, and the capital requirement amounted to 8 per cent of the risk-weighted

Insurance holding companies are required to cal-

items. Thus, the capital requirement for PFA Hold-

culate their capital requirements according to the

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

insurance rules instead of the banking rules, as in

ital base represented DKK 5.4 billion (equal to the

the past. The capital requirement for an insurance

equity after deduction of intangible assets and tax

holding company is calculated as the sum total of

assets) at end-2013.
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According to the new rules, PFA Holding’s capital

PFA Pension has an Investment and Risk Committee

requirement and capital base amounted to DKK

with representatives of Group Management and

16.0 billion and DKK 21.7 billion, respectively, at

other relevant decision-makers. The objective of

end-2014. Thus, the excess coverage still amounts

the Investment and Risk Committee is to constantly

to DKK 5.7 billion.

monitor and actively take a position on the risk
exposure and follow up on risk targets.

Tight risk management framework
PFA’s ability to generate high value for customers

An independent risk management department ta-

year after year depends on it having a tight, effi-

kes care of the practicalities, continually preparing

cient risk management policy, as well as solid cap-

risk descriptions and analyses. PFA believes in tight

ital strength.

risk management that ensures high value pensions
for customers, coupled with a high degree of

PFA’s business areas encompass pension, insur-

financial security.

ance, asset management and banking, among other activities. Thus, PFA’s risk management activities

Identifying and assessing risks

take into account, and address, a variety of risks.

The Supervisory Board makes an annual risk assessment by identifying, quantifying and assessing

Pension is the PFA Group’s core business area. The

major company risks. All directors of business are-

overall objective of risk management in the pension

as report risks relevant to their business areas to

area is to ensure that customers get a competitive

Group Compliance. Group Management assesses,

return, while their pension savings are responsibly

processes and compiles the information into a

invested. This gives our customers the best basis

risk assessment overview used to determine PFA’s

for maintaining healthy finances when they retire.

overall risk based on probabilities and outcomes.

For customers with an average interest rate plan,

Risks are identified using input from each of PFA’s

risk management ensures the right checks and

business areas, which account for varying degrees

balances at all times between total reserves and

of risk. Risk supervision and assessment are based

investment risks. For customers who have opted for

on PFA’s individual business areas and the types

a market rate plan, risk management maintains a

of risk to which they are exposed. This makes it

focus on matching investments with the individual

visible how much the individual business areas

customer’s personal situation, including his or her

contribute to PFA’s overall risk picture.

age, expected retirement date and risk appetite.
The most significant pension risk in PFA derives
Risk management setting

from average interest rate plans due to the risk

Risk management is an integral part of PFA’s bu-

attaching to guaranteed benefits. Average interest

siness. To provide the strongest risk management

rate plans are divided into several interest rate

setting, PFA clearly outlines the division of respon-

groups, with investment strategies for each group

sibility and roles. The supervisory board of each

being chosen to extensively hedge the associated

company is responsible for determining the overall

guaranteed benefits.

framework for risk management and risk appetite.
On this basis, the individual companies’ manage-

On the other hand, market rate plan customers typ-

ments handle the overall day-to-day control and

ically bear the market risk attaching to their savings,

monitoring.

and PFA is thus primarily exposed to the operational
and other risks deriving from this business area.
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Net profit for the year

Some customers having the market rate product,

The PFA Group’s pre-tax profit for the year amount-

PFA Plus, have the option of choosing payout pro-

ed to DKK 1,216 million compared to DKK 359 mil-

tection cover, which will be gradually phased in as

lion in 2013. After tax and deduction of the share

retirement approaches. The payout protection cover

attributable to minority interests, profit for the year

is hedged via the customer’s own investment mix.

came to DKK 588 million compared to DKK 215 million the previous year.

In addition, PFA is exposed to various insurance risks
because customers frequently have various insur-

PFA Holding A/S’ pre-tax profit for the year

ance plans tied to their pension plans. For the com-

amounted to DKK 584 million against DKK 212 mil-

panies in the PFA Group that carry on asset man-

lion in 2013. After tax, profit came to DKK 587 mil-

agement and banking, the most significant types of

lion compared with DKK 215 million in 2013.

risks are operational, commercial and other risks.
The year’s profit is viewed as satisfactory.
On the basis of an overall risk assessment, the supervisory boards determine the frameworks for risk

The Supervisory Board recommends the distribution

and asset allocation and assess the need for ad-

of DKK 50,000 by way of dividend in PFA Holding.

justing the risk profile, operations and organisation.
Individual solvency need
The Supervisory Board has determined an overall
objective and framework for the excess coverage of

Subsequent events

the capital base relative to the individual solvency
need. The individual solvency need therefore provides the framework for the ongoing composition
of investments and is actively used in the daily risk

In Management’s opinion, no events have occurred

monitoring. PFA had a sufficient capital base to

from 31 December 2014 until the signing of the

cover its objective for the individual solvency need

financial statements that significantly impact on the

throughout 2014.

financial position.

Risk monitoring
On a daily basis, PFA monitors customers’ reserves
and the excess coverage of the capital base
relative to the individual solvency need. Developments in these figures are reported to the Supervisory Board and the day-to-day management
team. Ongoing internal stress tests are carried out
and reported to ensure that the company is capable of covering its individual solvency need in the
event of substantial losses on share and credit
exposures combined with major fluctuations in the
interest rate level.
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Outlook for 2015

In 2015, PFA will maintain its high development

sense of security and experience. This includes, for

pace to ensure that customers constantly get the

instance, the security that comes from interacting

greatest value for money on the market, the best

with PFA at the relevant times in a customer’s life

financial security and the experience of having the

and more digital solutions that give customers ac-

products right for them.

cess to a better overview of their plans, self-service
options and the advisory services available.

The pension market
The Danish pension market is a mature market.

New insurance concept

Growth in the national economy, a focus on per-

PFA will introduce a new concept to meet the de-

sonal savings as a means of ensuring adequate

mand for more tailor-made insurance plans against

pensions and a later exit age from the labour market

loss of occupational capacity. This concept will give

may contribute to continued marginally rising pay-

customers the option of choosing their type of cov-

ments into company pension plans. To this should

er using modular insurance elements with a trans-

be added growth from companies choosing to move

parent price structure that gives them a comprehen-

their pension plans to PFA. Overall, PFA expects

sive overview and maintains PFA’s competitiveness.

moderately positive growth in payments in 2015.
Economic and financial outlook
Efficiency-enhancing initiatives continue

Robust growth in the US economy helped buoy e-

In 2015, PFA will maintain the subdued expense

quity markets in 2014, both globally and in the USA,

development. This, combined with the expected

which also triggered a sharp rise in the US dollar

moderately positive growth in payments, will help

rate. Bond markets were propped up by a sharp drop

enhance efficiency. Efficient solutions, such as a

in inflation and by the fact that the Japanese Cen-

simplified payment process and more customers in

tral Bank stepped up its bond buy-up programmes.

the market rate product, PFA Plus, will also ensure

Around New Year, the European Central Bank sig-

a greater use of economies of scale than today.

nalled that it was also close to increasing its bond

Since its launch in 2009, the PFA Plus product has

buy-ups. Consequently, 2014 saw comparatively high

proved its strength as a platform with the capacity

yields on both the equity and bond markets.

to handle and exploit economies of scale.
PFA expects this development to continue in step
From average interest rate

with growth in employment, consumption and

to market rate plans

investments in the USA. The European Central

PFA will continue to offer customers the option of

Bank’s decision to increase its bond buy-ups and

moving their savings from average interest rate

low interest rates will help strongly fuel the reviv-

plans to PFA Plus in return for receiving a transfer

al, which will also be underpinned by the sharp

allowance, and to develop solutions and concepts

drop in oil prices. PFA expects a positive year for

that make it possible to deal with as many cus-

risk-prone assets and moderate, positive returns

tomers as possible.

on bonds. Fluctuations on the financial markets intensified during the final months of 2014, and PFA

Customer experience

expects this pattern to continue in 2015. Overall,

Intensified competition and a sharper focus on pen-

lower returns are expected on market rate prod-

sion mean that customers increasingly call for overall

ucts than in 2014.

value generation to be an integral part of their pen-
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sion plans. PFA aims to launch services that focus on

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

the individual customer and improve the customer’s

those reported for 2014.
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Subsidiaries

The PFA Group

PFA Brug Livet Fonden

PFA-Fonden
49 %

Other shareholders
51 %

PFA Holding A/S

PFA Asset
Management A/S

PFA Pension,
forsikringsaktieselskab

PFA Bank A/S

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

PFA
Ejendomme A/S
(Incl. 4 subsidiaries)

The Midgard Fixed
Income Fund Limited

PFA Kapitalforening

PFA Soraarneq,
forsikringsaktieselskab

Mølholm
Forsikring A/S

Investeringsforeningen
PFA Invest

PFA Pension, forsikringsaktieselskab

The return was affected by price rises on bonds

PFA Pension was founded in 1917 as a non-profit

due to interest rate declines, but this has been

organisation by a number of employer and employ-

counterbalanced by increases in the present value

ee associations. The ambition was to ensure finan-

of future liabilities. The return on the four largest

cial security for employees and their families when

interest rate groups at PFA Pension ranged

they became too old to work, lost their working

between 13.1 per cent and 20.7 per cent.

capacity or changed jobs.
Capital strength
PFA Pension and PFA Holding have interlocking su-

In 2014, PFA Pension had robust capital strength.

pervisory boards; see the outline on pages 83-86.

Total reserves amounted to DKK 20 billion at end2014. The total reserves consist of excess capital

Investment return

base and collective bonus potential.

Customers with market rate plans recorded a return
ranging between 9.0 and 12.8 per cent - the high-

The excess capital base (capital base minus solvency

est return was recorded for profile D, which has the

requirement) fell by DKK 1.6 billion, and the capital

largest volume of risk-prone assets. The total re-

base grew by DKK 4.1 billion. The decline of the ex-

turn for market rate plans (N1M) was 10.0 per cent.

cess capital base is attributable to the implementation
of the new rules regarding individual solvency need.

Customers who were saving via an average interest

40

rate plan recorded a deposit interest rate of 2.9 per

The traditional solvency requirement increased by

cent on their savings, including return on Individual

DKK 0.2 billion to DKK 10.3 billion. The individual

CustomerCapital. The total return on customer funds

solvency need amounted to DKK 15.8 billion at end-

in average interest rate plans (N1F) was 15.0 per cent.

2014, and DKK 12.0 billion at end-2013.
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The solvency ratio rose to 274 per cent versus 234

with DKK 225 million in 2013.

per cent at end-2013.
The equity grew by DKK 0.4 billion to DKK 5.2 bilThe collective bonus potential dropped by DKK 1,3

lion. CustomerCapital swelled by DKK 3.8 billion to

billion and stood at DKK 8,0 billion at end-2014.

DKK 24.5 billion.

Premium income

Balance sheet

Customers made total payments of DKK 24.9 bil-

PFA Pension’s balance sheet total amounted to

lion, including sickness and accident insurance

DKK 407 billion at end-2014 – up DKK 6.7 billion on

premiums, in 2014. This was 2 per cent less than in

the previous year.

2013, when payments were at an all-time high. The
decline in payments is attributable to fewer new

The provisions for market rate plans grew by DKK

customers, and thus a fall in transfers from other

41 billion to DKK 104 billion, while life insurance

pension companies to PFA Pension. Thus, single

provisions for average interest rate plans dropped

payments and transfers dropped by 13 per cent.

DKK 4.7 billion. Provisions for market rate plans ac-

Regular premiums rose by 5 per cent.

counted for 39 per cent of total savings in average
interest rate and market rate plans. This represents

Payments into market rate plans rose 14 per cent

an advance of 14 percentage points.

before the switch from average interest rate to
market rate plans. Payments into market rate plans

PFA Soraarneq, forsikringsaktieselskab

represented 80 per cent of total payments before

PFA Soraarneq was established by the Foreningen

the transition from average interest rate plans to

Soraarneq and PFA Pension. The stakeholders,

market rate plans.

comprising employee associations in Greenland,
employers and employer associations in the Green-

Expenses

land private sector, etc., founded the Foreningen

The expense ratio on premiums dropped from 3.8

Soraarneq. PFA Pension owns 76.3 per cent of the

per cent to 3.6 per cent. This development is due

nominal share capital. The Foreningen Soraarneq

to an increase in business volume without a corre-

owns the remainder.

sponding rise in expenses.
The primary objective of the company is to establish
Payouts

pension plans for salaried employees in companies

PFA Pension paid out DKK 22 billion in benefits in

and salaried employee associations in Greenland.

2014, equal to DKK 5.4 billion more than in 2013. The

The company also offers instalment pensions to pri-

increase stems primarily from large payouts relating

vate individuals.

to endowment pension plans. The changed tax rules
for endowment pension plans have prompted PFA to

The stakeholders in Soraarneq have discussed a

advise customers who had the possibility of having

future-proof solution for the company internally and

their endowment pension plans paid out in 2012 to

with Greenland’s Home Rule Government, and dis-

postpone the payout until 2013 and 2014.

cussions will be stepped up in 2015.

Profit

Supervisory Board: Niels Nielsen (Chairman), Lars

Pre-tax profit for the year amounted to DKK 1,037

Ellehave-Andersen (Vice-Chairman), Susanne

million versus DKK 306 million in 2013. The post-

Mørch, Henrik Sørensen.

tax profit amounted to DKK 548 million compared
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PFA Ejendomme A/S

Managing Director: Lis Hasling.

PFA Ejendomme’s primary objective is to acquire,
Post-tax profit for the year amounted to DKK 17.2

build and manage real estate in Europe and to un-

million compared with a loss of DKK 1.2 million in

dertake other business activities deemed compati-

2013. The 2014 performance is primarily due to

ble with this objective by the Supervisory Board.

high investment returns as a result of declining
interest rates. Premium payments amounted to

Supervisory Board: Anders Damgaard (Chairman),

DKK 103 million at end-2014, which was DKK 4.5

Dorthe Bundgaard, Poul Kobberup.

million down on the previous year. The number of
insureds rose by 3 per cent to 6,259 at end-2014.

Managing Director: Michael Bruhn.

The solvency ratio stood at 186 per cent. The cap-

PFA Ejendomme’s investment strategy is to ob-

ital base amounted to DKK 62.4 million, which was

tain a long-term, stable return coupled with a

17.2 million up on the previous year. The collective

low risk. Investments are made mainly in busi-

bonus potential aggregated DKK 60.1 million at

ness and residential properties in major Danish

end-2014 versus DKK 11.8 million in 2013. The bo-

towns and cities, with a balanced risk diversifica-

nus potential on paid-up policy benefits fell from

tion in terms of tenant composition.

DKK 83.3 million to DKK 34.2 million.
PFA Ejendomme primarily invests in business
Mølholm Forsikring A/S

properties and custom-made property projects,

Mølholm specialises in health insurance with an

but traditional multiuse properties also form part

attached payment guarantee and is one of the

of the portfolio. PFA Ejendomme’s business port-

largest players on the market. Mølholm contrib-

folio consists of 52 properties with approximately

utes to strengthening PFA’s focus on preventive

200 leases.

measures.
The company owns the subsidiary PFA Absalon
Mølholm Forsikring A/S is an independent compa-

Ejendomme P/S, which had a property portfolio

ny, operating under its own brand, but it coop-

of DKK 863 million at end-2014.

erates closely with PFA on exchanging knowhow
and ideas. In 2014, PFA and Mølholm intensified

In addition, in 2014 the company established the

cooperation, which resulted in greater synergy,

subsidiary PFA Blue Star Ejendomme P/S, which had

for instance through common purchasing pro-

a property portfolio with a market value of DKK 761

grammes.

million at end-2014. The portfolio comprises four
properties located close to Copenhagen Airport.

Supervisory Board: Lars Ellehave-Andersen
(Chairman), Dorthe Bundgaard, Ib Thrane.

During the year, the company invested almost
DKK 300 million in properties in Odense.

Executive Board: Per Sehested-Blad, Niels Johansen.

At end-2014, the market value of the Group’s
properties represented DKK 13.3 billion versus

Post-tax profits amounted to DKK 33 million, and

DKK 11.9 billion at end-2013.

gross premiums to 331 million. The solvency ratio
stood at 225 per cent at end-2014.

Results for 2014 amounted to DKK 728 million
before and after taxes. The occupancy rate for
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business properties at the turn of the 2014/15

accordance with the association’s investment policy

financial year was 90,4 per cent compared with

and risk profile. The association caters exclusively to

93,3 per cent the year before.

professional investors, including pension funds and
other financial institutions subject to supervision by

PFA Invest International A/S

the Danish Financial Supervisory Authority. All in-

The objective of PFA Invest International is to

vestors are subject to approval by the association’s

acquire real estate outside Denmark, directly or

Board of Directors. When investing in the associa-

indirectly, by acquiring equity investments in oth-

tion, an investor has the potential for investing on

er companies, including property funds or similar

the same terms and conditions as PFA Pension.

businesses. The company is the parent company
of five wholly owned subsidiaries that own one

At end-2014, the Association had a total of 28

property in Germany and participate in the part-

divisions, and total assets under management

nership Grosvenor London Office Fund.

amounted to DKK 303 billion, which is DKK 24
billion up on end-2013. In 2015, new divisions are

Supervisory Board: Anders Damgaard (Chairman),

expected to be established as and when market-re-

Dorthe Bundgaard and Poul Kobberup.

lated and commercial opportunities are identified.

Managing Director: Michael Bruhn.

PFA Asset Management A/S
During the year, PFA Asset Management A/S was

For 2014, the pre-tax profit amounted to DKK 491

established following a merger between the former

million, and the post-tax profit to DKK 503 million.

PFA Kapitalforvaltning, fondsmæglerselskab A/S
and PFA Portefølje Administration A/S. In 2014, the

PFA Kapitalforening

company received a licence to manage alternative

In 2014, the association changed its status to a

investment funds (AIFM) and is subject to supervi-

so-called ‘capital association’ according to the en-

sion by the Danish Financial Supervisory Authority.

try into force of the Danish Alternative Investment

The company offers asset management of shares,

Fund Managers Act (the AIFM Act).

bonds and related derivatives and management of
investment associations and alternative investment

The association is registered with the Danish Fi-

funds. PFA Pension and PFA Kapitalforening are its

nancial Supervisory Authority, but is not under

largest customers.

supervision.
Supervisory Board: Anders Damgaard (Chairman),
The association is managed by the investment

Georg Lett, Jørgen Madsen, Charlotte Møller and

management company PFA Asset Management A/S.

Peter Ott.

Board of Directors: Anders Damgaard (Chairman),

Executive Board: Poul Kobberup, Jesper Langmack.

Jon Johnsen, Charlotte Møller.
At end-2014, the company managed assets worth
The association’s objective is to invest in funds in

DKK 306 billion versus DKK 280 billion at end-2013.

a manner that provides the highest possible return
balanced against risk. The association’s funds are

In 2014, the company’s post-tax profit amounted to

invested in bonds, shares, cash and cash equiva-

DKK 52 million compared to DKK 70 million in 2013.

lents and in such instruments as are mentioned in
schedule 5 to the Danish Financial Business Act, in
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PFA Bank A/S

Midgard Fixed Income Fund

PFA Bank began operations on 2 January 2014. The

Midgard Fixed Income Fund is a hedge fund that

bank offers advice regarding savings and invest-

invests primarily on a long/short horizon in govern-

ments in taxed funds for PFA’s pension customers.

ment bonds, mortgage credit bonds, index-linked

The bank’s services target customers with pension

bonds, swaps and derivatives issued by countries

savings that are already being paid out or that are

in the EU, Switzerland and Norway, the main focus

close to the time of payout. Thus, PFA can offer

being the Nordic interest market. The transactions

customers a comprehensive package of savings

involved are so-called leveraged repo transactions

and investment advice comprising all the custom-

– a popular method of investing in short-term in-

ers’ long-term savings, particularly with a focus on

terest and spread risks.

the timing of the transition from savings to the
dissaving phase of the customer’s life. Already in

The fund is subject to tight risk management based

the second half of its existence, the bank recorded

on value-at-risk and duration targets. In addition,

positive earnings, which augurs a particularly posi-

leverage may not amount to more than a factor of

tive development over the next few years.

10 for instruments having a term of more than two
years, and non-hedged foreign-exchange expo-

Supervisory Board: Lars Ellehave-Andersen (Chair-

sures may not exceed the capital contributed.

man), Jan Kondrup and Charlotte Møller.
Supervisory Board: Pierre Montezin (Chairman),
Managing Director: Peter Ott.

Peter Fehrn-Christensen, Ulrik Tofte Jensen.

The bank recorded a loss of DKK 4.5 million after

PFA Pension has invested DKK 4 billion in the fund,

tax in 2014. The solvency ratio stood at 297 per

which recorded a profit of DKK 46 million in 2014,

cent at end-2014, and the individual solvency need

equal to a 1.1 per cent return. In 2013, the fund

at 115 per cent.

recorded a profit of DKK 467 million, equal to an
11.7 per cent return on PFA’s investment, and in the
period 2009-2012 it delivered an average annual
return of about 20 per cent.
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5-year summary
The PFA Group

Key figures (DKK million)

2010

2011

2012

2013

2014

Income statement
Premiums

18,479

17,684

21,464

24,773

23,820

(13,114)

(15,198)

(14,694)

(16,608)

(22,037)

20,234

27,200

31,144

2,439

46,082

(595)

(814)

(854)

(926)

(860)

Profit/(loss) on ceded business

(36)

36

25

1

54

Technical result

147

183

446

216

914

Insurance benefits

1)

Investment return
Total insurance operating expenses

Technical result of sickness and accident insurance

52

81

99

57

(196)

Pre-tax profit/(loss)

580

617

922

359

1,216

Profit/(loss) for the year

448

460

383

215

588

Balance sheet
Total provisions for insurance and investment contracts

258,379

282,741

315,069

324,213

363,683

Collective bonus potential

6,993

5,824

10,358

9,301

8,036

Total equity

5,094

5,409

6,101

6,249

7,512

13,896

15,891

18,969

20,668

24,469

CustomerCapital
Capital base 2)

17,364

19,538

22,908

24,318

29,022

341,709

374,343

450,976

553,602

552,375

Yield before pension yield tax

8.0 %

11.1 %

10.5 %

(0.9) %

15.1 %

Yield before pension yield tax on equity and CustomerCapital

7.8 %

7.1 %

6.7 %

1.4 %

8.3 %

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

8.0 %

11.2 %

10.5 %

(0.9) %

15.3 %

14.9 %

(0.8) %

12.6 %

9.6 %

10.0 %

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

Yield before pension yield tax on market rate products
Expense ratios
Expense ratio on premiums

3.2 %

4.6 %

4.0 %

3.8 %

3.6 %

Expense ratio on provisions

0.28 %

0.37 %

0.37 %

0.37 %

0.33 %

DKK 767

DKK 1,052

DKK 812

DKK 852

DKK 777

0.05 %

0.00 %

(0.01) %

(0.08) %

(0.03) %

0.11 %

(0.10) %

(0.04) %

(0.02) %

(0.08) %

Bonus ratio

3.4 %

2.8 %

5.2 %

4.9 %

4.9 %

CustomerCapital ratio

6.8 %

7.8 %

9.5 %

10.8 %

14.9 %

Expenses per insured

4)

Balance on the cost account
Insurance risk ratio
Balance on the insurance risk account
Consolidation ratios

Equity ratio

3.1 %

3.2 %

3.5 %

3.6 %

4.9 %

3.9 %

4.6 %

6.0 %

7.4 %

11.3 %

2)

185 %

190 %

210 %

240 %

278 %

Return on equity before tax

16.0 %

Excess solvency ratio (Solvency I)
Solvency ratio (Solvency I)
Return ratios

2)

3)

11.8 %

11.3 %

15.0 %

5.3 %

Return on equity after tax

9.4 %

8.6 %

6.9 %

3.8 %

9.4 %

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

7.3 %

10.7 %

9.7 %

(1.7) %

14.2 %

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

5.7 %

5.7 %

5.6 %

5.5 %

5.6 %

12.6 %

12.6 %

15.9 %

5.0 %

18.4 %

7.6 %

10.8 %

10.1 %

(1.3) %

14.5 %

Insurance benefits were extraordinarily high in 2014 due to the advance tax payment on endowment pensions
The capital base is determined by consolidation, and the solvency requirement is determined as the sum of the life insurance companies’
solvency requirements
3)
The Danish Financial Supervisory Authority’s enforcement order from 2013 does not change the contribution (allocation of profit or loss),
for which reason yield and return ratios have not been impacted
4)
As at 1 January 2012, a customer group with group term life insurance was changed to pension plans
1)

2)
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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

We also consider the Management’s Review to give

Holding A/S for the financial year 1 January – 31

a true and fair presentation of the development in

December 2014.

the Group’s and Parent Company’s activities and
financial position as well as a description of the

The Annual Report has been presented in accord-

material risks and elements of uncertainty that may

ance with the Danish Financial Business Act.

affect the Group and the Parent Company.

We consider the financial statements of the Group

We recommend that the Annual Report be ap-

and the Parent Company to give a true and fair

proved by the Annual General Meeting of share-

view of the Group’s and the Parent Company’s as-

holders.

sets, liabilities, financial position and results.

Copenhagen, 17 February 2015

Executive Board:

Jon Johnsen

Anders Damgaard

Lars Ellehave-Andersen

Group Executive Vice President

Group Executive Vice President

Group Executive Vice President

and Acting CEO

and CIO

and CCO

Svend Askær

Jørn Neergaard Larsen

Klavs Andreassen

Chairman

Vice-Chairman

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

Supervisory Board:

Annual Report

PFA Holding

2014

47

The independent auditors’ report

To the shareholders of PFA Holding A/S

Company that give a true and fair view in order to

Report on the Group’s and the Parent

design audit procedures that are appropriate in the

Company’s financial statements

circumstances, but not for the purpose of express-

We have audited the financial statements of the

ing an opinion on the effectiveness of the entity’s

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

internal control. An audit also includes evaluating

for the financial year 1 January – 31 December 2014,

the appropriateness of the accounting policies used

comprising the income statement, statement of

by Management and the reasonableness of the ac-

comprehensive income, balance sheet, statement of

counting estimates made by Management, as well

changes in equity and notes, including the account-

as evaluating the overall presentation of the Group’s

ing policies. The Group’s and the Parent Company’s

and the Parent Company’s financial statements.

financial statements have been prepared in accordance with the Danish Financial Business Act.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a

Management’s responsibility for the Group’s

basis for our audit opinion.

and the Parent Company’s financial statements
Management is responsible for preparing and present-

The audit did not give rise to any qualifications.

ing financial statements for the Group and the Parent
Company that give a true and fair view in accordance

Opinion

with the Danish Financial Business Act. Management’s

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

responsibility also includes the internal controls con-

ny’s financial statements give a true and fair view

sidered necessary by it to prepare Group and Parent

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

Company financial statements that are free from ma-

liabilities and financial position as at 31 December

terial misstatement, whether due to fraud or error.

2014 and of the results of their operations for the
financial year 1 January - 31 December 2014 in ac-

Auditors’ responsibility

cordance 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 Danish

did not perform any procedures other than those

audit regulation. This requires that we comply with

performed during the audit of the Group’s and the

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 information

ments are free from material misstatement.

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

An audit involves performing audit procedures to

ny’s financial statements.

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

Copenhagen, 17th February 2015

financial statements. The audit procedures selected
depend on the auditors’ judgement, including the

Deloitte

assessment of the risks of material misstatement

Statsautoriseret Revisionspartnerselskab

of the Group’s and the Parent Company’s financial
statements, whether due to fraud or error. In mak-

Anders O. Gjelstrup

Kasper Bruhn Udam

ing those risk assessments, the auditors consider

State Authorised Public

State Authorised Public

internal controls relevant to the entity’s preparation

Accountant

Accountant

of financial statements for the Group and the Parent
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Income statement
Note

(DKK million)

Group

PFA Holding

2014

2013

2014

2013

23,820

24,773

-

-

(94)

(165)

-

-

23,725

24,608

-

-

Premiums
1

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

-

-

596

225

Income from associates

698

237

-

-

Income from investment properties

540

526

-

-

2

Interest income and dividends, etc.

12,906

11,623

0

0

3

Value adjustments

33,180

(8,533)

-

-

Interest expenses

(360)

(595)

-

-

6
4

(882)

(818)

-

-

Total investment return

Administrative expenses of investment business

46,082

2,439

596

225

Pension yield tax

(6,690)

(222)

-

-

Investment return after pension yield tax

39,392

2,217

596

225

(22,145)

(16,795)

-

-

148

165

-

-

Insurance benefits
5

Benefits disbursed
Reinsurance cover received
Change in provisions for claims
Total insurance benefits, net of reinsurance

25

Change in life insurance provisions

108

188

-

-

(21,889)

(16,442)

-

-

4,272

15,512

-

-

Bonus
27

Change in collective bonus potential

1,199

1,067

-

-

28

Change in CustomerCapital

(3,649)

(1,529)

-

-

Total bonus

(2,450)

(462)

-

-

(40,584)

(24,224)

-

-

29

Change in provisions for unit-linked contracts

6

Insurance operating expenses

7

Acquisition costs

(307)

(372)

-

-

Administrative expenses

(553)

(554)

(12)

(13)

Total insurance operating expenses, net of reinsurance

(860)

(926)

(12)

(13)

Transferred investment return

(693)

(68)

-

-

TECHNICAL RESULT
8

Technical result of sickness and accident insurance

7

Investment return on equity

9

Other income
Other expenses

10

PRE-TAX PROFIT/(LOSS)

11

Tax
Net profit/(loss) for the year before minority interests
Minority interests’ share
NET PROFIT/(LOSS) FOR THE YEAR

914

216

584

212

(196)

57

-

-

513

84

-

-

16

16

-

-

(31)

(14)

-

-

1,216

359

584

212

(500)

(104)

3

3

716

254

587

215

(128)

(39)

-

-

588

215

587

215

-

Other comprehensive income
Value adjustment of owner-occupied property

(11)

11

-

Other comprehensive income transferred to bonus-eligible insurance contracts

11

(11)

-

-

Total other comprehensive income

(1)

1

-

-

587

215

587

215

COMPREHENSIVE INCOME FOR THE YEAR
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Balance sheet
Note

(DKK million)

Group

PFA Holding

2014

2013

2014

2013

585

673

31

32

ASSETS
Intangible assets
12

Equipment

59

72

-

-

13

Owner-occupied properties

421

433

-

-

Total property, plant and equipment

480

505

-

-

7,829

8,601

-

-

14

Investment properties

15

Equity investments in group enterprises

16

Equity investments in associates

Investments in group enterprises and associates

Loans to associates
Total investments in group enterprises and associates

-

-

5,759

5,276

3,866

2,533

-

-

515

466

-

-

4,382

2,999

5,759

5,276

Other financial investment assets
25,768

27,674

-

-

17

Equity investments
Bonds

237,580

285,245

-

-

18

Loans

225

67

-

-

19

Deposits with credit institutions

913

-

-

-

20

Miscellaneous

27,100

11,461

-

-

Total other financial investment assets

291,586

324,446

-

-

TOTAL INVESTMENT ASSETS

303,797

336,046

5,759

5,276

Investment assets related to unit-linked contracts

215,296

161,694

-

-

1

1

-

-

315

491

-

-

26

7

-

-

-

-

40

48

21

Total reinsurers’ share of technical provisions
Receivables
Receivables from policyholders
Receivables from insurance companies
Receivables from group enterprises
Other receivables

193

117

-

-

Total receivables

534

615

40

48

3

Other assets
Current tax assets
11

-

153

3

1,199

2,760

9

9

Cash and cash equivalents

26,006

46,184

31

31

Total other assets

27,205

49,097

42

43

4,043

4,534

-

-

435

437

-

-

4,478

4,971

-

-

552,375

553,602

5,872

5,399

Deferred tax assets

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

(DKK million)

Group

PFA Holding

2014

2013

2014

2013

1

1

1

1

1,245

1,245

-

-

1

1

-

-

Total reserves

1,245

1,246

-

-

Retained earnings

4,626

4,152

5,871

5,398

EQUITY AND LIABILITIES
Equity
22

Share capital
Contingency fund
Revaluation reserve, owner-occupied properties

23

Proposed dividend
Equity, PFA Holding

24

0

0

0

0

5,872

5,399

5,872

5,399

Equity, minority interests

1,639

851

-

-

Total equity

7,512

6,249

5,872

5,399

600

600

-

-

256

126

-

-

220,457

216,091

-

-

2,293

7,409

-

-

824

4,601

-

-

223,574

228,100

-

-

Subordinate loan capital
Provisions for insurance and investment contracts
Provisions for unearned premiums
Guaranteed benefits
Bonus potential on future premiums
Bonus potential on paid-up policy benefits

25

Total life insurance provisions

26

Provisions for claims

3,268

2,648

-

-

27

Collective bonus potential

8,036

9,301

-

-

28

CustomerCapital

24,469

20,668

-

-

29

Provisions for unit-linked contracts

104,080

63,370

-

-

Total provisions for insurance and investment contracts

363,683

324,213

-

-

Provisions
11

Deferred tax liabilities

0

13

-

-

Total provisions

0

13

-

-

Payables, direct insurance operations

57

50

-

-

Payables, reinsurance

16

39

-

-

134,828

169,870

-

-

5,595

1,649

0

-

39,399

50,179

-

-

179,895

221,786

0

-

685

740

-

-

552,375

553,602

5,872

5,399

Liabilities other than provisions

30

Payables to credit institutions
Current tax liabilities

31

Other payables
Total liabilities other than provisions
Accruals and deferred income
TOTAL EQUITY AND LIABILITIES

32

Contingent assets

33

Contingent liabilities

34

Related parties

35

Breakdown of assets and returns

36

Percentage breakdown of equity investments on industries and regions

37

Risk management and sensitivity information
5-year summary, see page 46
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Statement of changes in equity and capital structure
(DKK million)

Group

Share capital

Contingency
fund

Retained
earnings

Equity,
PFA Holding

Equity, minority interests

Total equity

Equity 1 January 2013

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

Profit/(loss) for the year

-

-

588

588

128

716

Transfer to CustomerCapital

-

-

(114)

(114)

-

(114)

Other comprehensive income

-

-

(1)

(1)

-

(1)

Comprehensive income

-

-

473

473

128

602

Distributed dividend

-

-

(0)

(0)

-

(0)

Cash capital increase and capital
outflow

-

-

-

-

661

661

Equity 31 December 2014

1

1,245

4,626

5,872

1,639

7,512

(DKK million)

PFA Holding

Share capital

Contingency
fund

Retained
earnings

Equity,
PFA Holding

Equity, minority interests

Total equity

1

-

5,310

5,311

-

5,311

Equity 1 January 2013
Profit/(loss) for the year

-

-

215

215

-

215

Transfer to CustomerCapital

-

-

(127)

(127)

-

(127)

Comprehensive income

-

-

88

88

-

88

Distributed dividend

-

-

(0)

(0)

-

(0)

Equity 31 December 2013

1

-

5,398

5,399

-

5,399

Profit/(loss) for the year

-

-

587

587

-

587

Transfer to CustomerCapital

-

-

(114)

(114)

-

(114)

Comprehensive income

-

-

473

473

-

473

Distributed dividend

-

-

(0)

(0)

-

(0)

Equity 31 December 2014

1

-

5,871

5,872

-

5,872

The potential distribution of dividend by PFA Holding A/S is impacted by a tied-up contingency fund in PFA Pension of DKK 1,245 million.
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(DKK million)

PFA Holding
2014

2013

5,872

5,399

Capital base and capital requirement
Equity
CustomerCapital

15,843

-

Core capital

21,715

5,399

Proposed dividend
Intangible assets
Deferred tax assets
Reduced core capital
Capital base
Capital requirement
Excess capital base

(0)

(0)

(31)

(32)

(9)

(9)

21,675

5,358

21,675

5,358

(16.069)

(426)

5,606

4,931

The capital base and capital requirement are determined in accordance with the rules applicable to insurance holding companies.
In 2013, the capital base and capital requirement were determined according to the rules applicable to financial holding companies.
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Notes to the income statement and balance sheet

Accounting policies

In 2014, PFA reviewed its major equity investments,

General

cf. IFRS 10, to check whether the investees must be

The Annual Report is presented in accordance with

consolidated. The review has resulted in Midgard

the Danish Financial Business Act and the Executive

being consolidated on a line-by-line basis and not,

Order on Financial Reports for Insurance Compa-

as before, being recognised under the item Other

nies and Lateral Pension Funds (Danish Executive

financial investment assets.

Order on the Presentation of Financial Statements).
PFA has invested DKK 4 billion in Midgard, equal to
All amounts in the financial statements are pre-

about 4 per cent of the PFA Plus portfolio. Midgard

sented in whole million DKK. All the figures are

was established in 2009. PFA’s investment risk is not

rounded off separately, and this may therefore

changed as a result of the consolidation. Midgard

result in small differences between the totals listed

is treated as an investment in a hedge fund for the

and the total of the underlying figures.

purposes of risk management and the calculation
of solvency. The Midgard investment consists of lev-

IFRS 10 Consolidated Financial Statements, which out-

eraged investments in repo transactions, a popular

lines the definition of control and consolidation pro-

method for investing in interest and spread risks.

cedures, entered into force on 1 January 2014, with ef-

Although the balance sheet total is around DKK 110

fect for comparative figures for 2013. The PFA Group is

billion, PFA’s investment and exposure amount to

comprised by the Danish Executive Order on the Pres-

DKK 4 billion only.

entation of Financial Statements, which is compatible
with IFRS. Therefore, PFA monitors any amendments

The consolidation has resulted in the comparative

to the IFRS standards and is influenced by them

figures being restated as shown below.

where this is not contrary to the Danish Executive Order on the Presentation of Financial Statements.
Income statement (DKK million)
Investment return
Other income
Other expenses
Total change to the income statement
Assets (DKK million)
Investment assets
Investment assets related to unit-linked contracts
Cash and cash equivalents
Miscellaneous
Total increase of assets

Equity and liabilities (DKK million)
Payables to credit institutions
Other payables
Miscellaneous
Total increase of equity and liabilities
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2010

2011

2012

2013

20

39

84

71

(30)

(49)

(102)

(88)

10

10

18

17

0

0

0

0

2010

2011

2012

2013

33,946

37,329

38,257

36,086

0

3,254

24,148

77,520

8,145

8,317

17,713

21,319

408

725

874

1,191

42,499

49,625

80,992

136,117

2010

2011

2012

2013

32,918

42,827

65,197

115,486

9,542

6,781

15,770

20,609

39

17

25

21

42,499

49,625

80,992

136,117

In calculating financial ratios for sickness and

Liabilities regarding insurance contracts

accident insurance, PFA has chosen to change the

The calculation of liabilities regarding insurance

definition for its calculation, thus basing it on the

contracts is based on a range of actuarial calcula-

Recommendations & Financial Ratios 2010 issued

tions. These calculations use assumptions regard-

by the Danish Society of Financial Analysts, which

ing a range of variables concerning mortality and

give a more detailed description of the practice of

disability, etc. The assumptions are based on the

non-life insurance companies. The definition has

Danish Financial Supervisory Authority’s life ex-

been changed with retroactive effect, and accord-

pectancy benchmark and empirical data from the

ingly the comparative figures have been restated.

existing insurance portfolio and are updated on an

In addition, minor adjustments of no major signifi-

ongoing basis.

cance to the Annual Report have been made to the
remaining figures in the 5-year summary.

Insurance obligations as at 31 December 2014 have
been calculated on the basis of the discount rate

In other respects, the accounting policies used are

curve, which is published by the Danish Financial

the same as those applied in 2013.

Supervisory Authority. The applied discount rate
curve came into force on 13 June 2012, cf. the

Other matters

agreement between the Danish Ministry of Busi-

By its decision of 18 June 2013, the Danish Financial

ness & Growth and the Danish Insurance Associa-

Supervisory Authority ordered PFA Pension to cease

tion. The agreement means that the discount rate

financing so-called discretionary rebates out of Collec-

curve for terms over 20 years is based on long-

tive CustomerCapital and to rectify this matter retroac-

term expectations for growth and inflation. This is

tively by reclassifying an amount from equity to Collec-

in line with the principles which are expected to be

tive CustomerCapital in the 2013 financial statements.

introduced in the coming Solvency II regulations.

The adjustments have been made by reclassifying

For terms of up to 20 years, the curve is calculated

amounts in the balance sheet between the items Eq-

based on euro swap zero coupon interest rates

uity, CustomerCapital and Deferred tax assets.

with the addition of 12 months’ moving average of
the spread between Danish and German govern-

The wholly owned subsidiaries PFA Portefølje Ad-

ment bonds and an option-adjusted spread con-

ministration A/S and PFA Kapitalforvaltning A/S

cerning Danish mortgage credit bonds. However,

merged with effect from 1 January 2014. In this

discount rates with very short terms of 0-2 years

connection, the continuing company, PFA Portefølje

are calculated on the basis of effective interest

Administration A/S, changed its name to PFA Asset

rates on adjustable-rate bonds.

Management A/S. The merger has been treated according to the uniting-of-interests method and has

For sickness and accident insurance, the insurance

no impact on the comparative figures.

liabilities are calculated taking into account expectations regarding the scope of future recoveries and

Accounting estimates

reopenings of old cases. The expectations are based

The preparation of the financial statements re-

on empirical data from the Group’s existing insur-

quires that Management undertakes a range

ance portfolio and are updated on an ongoing basis.

of estimates and judgements regarding future
conditions which have a material impact on the

Fair value of financial instruments

carrying amount of assets and liabilities. The are-

For financial instruments where the valuation is

as in which Management’s critical estimates and

based on observable market data to a minor extent

assessments have the most significant impact on

only, the valuation is impacted by estimates. For

the financial statements are:

instance, this is the case for unlisted equity investments as well as certain derivative financial instru-

• Liabilities regarding insurance contracts

ments. The basis for making estimates is described

• Fair value of financial instruments

under Investment assets below.

• Fair value of properties.

Annual Report

PFA Holding

2014

55

Fair value of properties

based on the calculation elements of interest

The fair value of properties is calculated using the

rate, risk and costs. A collective bonus potential is

return method, which is based on the properties’

allocated to each group. PFA Pension has divided

expected operating return and a required rate of

the customers with average interest rate products

return fixed individually for each property in accord-

into four interest rate groups according to the

ance with Appendix 7 in the Danish Executive Order

basic interest rate and into a number of risks and

on the Presentation of Financial Statements.

cost groups. Through May 2014, there were three
additional interest rate groups and a risk and cost

Changes in accounting estimates

group attributable to the separate sub-portfolio

For measurement of the life insurance provisions

of previous policies in FunktionærPension. This

at the end of 2014, the Danish Financial Superviso-

sub-portfolio was integrated into PFA Pension’s

ry Authority’s updated life expectancy benchmark

insurance business as at 1 June 2014, which meant

was used. In 2014, the currently observed mortality

that the contribution groups were closed.

was updated, while the anticipated future life expectancy improvements are unchanged compared

The share of realised results before tax attributed

to 2013. PFA’s model mortality is lower than the

to equity and CustomerCapital for insurance plans

benchmark mortality for men under the age of 80,

subject to contribution consists of investment re-

while the mortality for men over the age of 80 and

turns on their separate assets after the addition of

for women matches the benchmark mortality. With

an operational risk charge and after the deduction

the updating of the Danish Financial Supervisory

of any losses. The remaining part of the realised

Authority’s life expectancy benchmark, the life ex-

results is split among the contribution groups (in-

pectancy model has resulted in increases in life ex-

terest, risk and cost groups).

pectancy of, for example, approximately 0.12 year
for 60-year-old men and 0.17 year for 60-year-old

CustomerCapital consists of special bonus provi-

women compared to the assumptions previously

sions, type B, in accordance with section 32 of the

used, which were based on the Danish Financial

Danish Executive Order on Calculation of Capital

Supervisory Authority’s benchmark from 2013. A

Base. CustomerCapital is liable in the same manner

60-year-old man is therefore expected to live an-

as equity and is divided into Collective Customer-

other 25.1 years, while a 60-year-old woman is ex-

Capital and Individual CustomerCapital.

pected to live another 27.5 years. In addition, a risk
charge is included. The risk charge increases the

Sickness and accident insurance results, results

remaining life expectancy for a 60-year-old by a

from unit-linked contracts and other income and

further approximately 0.3 year. The update means

expenses are allocated proportionately to equity

an overall increase in life insurance provisions of

and Collective CustomerCapital.

approximately DKK 0.5 billion as at 30 September
2014 compared with the previously reported life

The notified principle for equity’s share of realised

expectancy assumptions. The change reduces the

results may be deviated from in any one year for

realised result, but has no direct effect on the

the benefit of CustomerCapital and/or collective

company’s capital base.

bonus potential.

Profit or loss for the year and contribution

Interest rate groups

The company has notified the Danish Financial Su-

If the group’s realised results are positive, an

pervisory Authority of the principles used for the

operational risk charge is allocated to equity

distribution of the realised results in accordance

and CustomerCapital. If the realised results are

with the Danish Executive Order on the Contribu-

insufficient to cover the targeted operational risk

tion Principle.

charge allocable to equity and CustomerCapital,
the outstanding amount will be recorded as a

56

The total portfolio of average interest rate insur-

receivable outside the balance sheet. Any op-

ance policies is divided into homogeneous groups

erational risk charge receivable will be shown in
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the statement of changes in equity. The note re-

As regards the separate sub-portfolio of previous

garding pre-tax profit or loss provides a detailed

policies in FunktionærPension, the operational risk

account of the determination and distribution of

charge generated, cf. above, was determined as

the realised results in the current year.

at 31 May 2014 and allocated between equity and
the special bonus provisions for this sub-portfolio

The balance of the realised results accrues to the

in accordance with the rules applicable to Funk-

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

tionærPension prior to the merger. No shadow

excess amount is transferred to the group’s col-

accounts were kept for these groups.

lective bonus potential.
Group structure and related parties
If the remaining realised results are negative, the

The consolidated financial statements comprise

amount will primarily be deducted from the group’s

companies in which the parent company, directly or

collective bonus potential and subsequently from

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

the policyholders’ total bonus potential on paid-

or otherwise has control. PFA’s activities mainly

up policy benefits within the group. If the bonus

relate to life and pension insurance. The consoli-

potential on paid-up policy benefits is insufficient,

dated financial statements are therefore prepared

the remaining amount will be covered by equity

in accordance with the rules applicable to insurance

and CustomerCapital on a pro-rata basis. Such a

holding companies.

loss is recorded as a receivable outside the balance
sheet. Any receivable is shown in the statement of

Associates are companies in which the Group holds

changes in equity.

equity investments and exerts significant influence,
but not control. Companies are, as a rule, classified

As regards the separate sub-portfolio of previous

as associates if a company in the Group directly or

policies in FunktionærPension, the targeted op-

indirectly holds between 20 and 50 per cent of the

erational risk charges, determined as at 31 May

voting rights.

2014, cf. above, are allocated between equity and
the special bonus provisions for this sub-portfolio

Jointly controlled enterprises are recognised in one

in accordance with the rules applicable to Funk-

line.

tionærPension prior to the merger.
When another company is acquired, the acquired
Risk and cost groups

assets and liabilities are recognised and measured

In the risk and cost groups, the realised results are

at fair value at the date of acquisition. Goodwill

first reduced by the amount that has been allocated

arising on the acquisition of another company is

in advance to customers in the form of 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 Group,

ferred to the group’s collective bonus potential.

meaning that the financial statements are prepared
for the period in which the merger occurred, as if the

If the realised result is negative, it is covered

companies had been merged as from the earliest ac-

by the group’s collective bonus potential. If the

counting period covered by the financial statements.

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 Group are en-

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

tered into on an arm’s length basis or according to

amounts covered by equity and CustomerCapital.

a cost recovery principle and following a contractual
agreement between the companies.
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Foreign currency translation

Transfer allowances granted on the transfer from

The Group’s and Parent Company’s functional and

guaranteed plans to unit-linked contracts have been

presentation currency is Danish kroner (DKK). Transac-

calculated in accordance with the Danish Financial

tions in foreign currencies are translated using the ex-

Supervisory Authority’s Executive Order regarding

change rate at the date of transaction. Balance sheet

calculation of the financial value of a policyholder’s

items in foreign currencies are translated using the

product in case of a switch to another plan.

exchange rates of the Bank of England (GMT 1600)
prevailing on the balance sheet date. Any exchange

Investment return

differences in connection with foreign currency trans-

Income from group enterprises and associates

lations are recognised in the income statement. The

comprises the Group’s and the Parent Company’s

fair value of forward exchange transactions is calculat-

share of the relevant companies’ results after tax,

ed by discounting the value to the balance sheet date

including value adjustments.

based on the relevant money market interest rate.
Income from investment properties comprises
Insurance and investment contracts

the results on the operation of investment proper-

Life insurance policies are divided into insurance

ties after deduction of expenses for property man-

and investment contracts. Insurance contracts are

agement and before mortgage interest.

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

Interest income and dividends, etc. comprise the

contracts are contracts with insignificant insurance

year’s interest income on securities and loans, and

risks and form part of unit-linked contracts where

dividends from equity investments after dividend tax.

the policyholder bears the investment risks.
Value adjustments consist of the year’s value
General principles of recognition and

adjustment of equity investments, investment prop-

measurement

erties, owner-occupied properties, bonds, loans and

In the income statement, all income is recognised

derivative financial instruments.

as it is earned, and all expenses – including insurance benefits, changes in provisions and changes

Interest expenses comprise interest payable on

in the bonus – as they are defrayed.

subordinate loan capital and other payables.

Assets are recognised in the balance sheet when

Administrative expenses of investment activ-

it is probable that future benefits will flow to the

ities comprise portfolio management fees payable

company, and when the value of the asset can be

to asset managers, direct transaction and custody

measured reliably. Liabilities are recognised in the

costs as well as own administrative expenses related

balance sheet when it is probable that future finan-

to investment activities.

cial benefits will flow from the company, and when
the value of the liability can be measured reliably.

Pension yield tax covers personal pension yield
tax, which is calculated on the periodical crediting of

Income statement

interest to customers’ deposits and Individual Cus-

Premiums

tomerCapital, as well as collective pension yield tax,

Premiums and single premiums are recognised in

which is calculated on market-value adjustments,

the income statement at the recorded due date.

transfers to collective bonus potential and Collective

Transfers between the company’s individual insur-

CustomerCapital. The pension yield tax rate is 15.3

ance portfolios are not recognised in the premium

per cent.

revenue unless tax has been paid on the transfer in
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accordance with the Danish Pension Taxation Act.

Insurance benefits, net of reinsurance, comprise

Reinsurers’ shares of premiums are deducted. Pre-

benefits disbursed for the year following adjustment

miums from investment contracts are recognised

for the year’s change in the provisions for claims

directly in the balance sheet.

and after the deduction of reinsurers’ shares. Insur-
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ance benefits relating to investment contracts are

statement in the year during which the bonus enti-

recognised directly in the balance sheet.

tlement is earned.

The change in life insurance provisions, net of

A share of the total operating expenses, based

reinsurance, covers the year’s change in life insur-

on direct and estimated resource consumption, is

ance provisions. The change in life insurance provi-

recognised in the items Administrative expenses

sions is specified in the notes regarding guaranteed

of investment business and Technical result of

benefits, bonus potential on future premiums and

sickness and accident insurance.

bonus potential on paid-up policy benefits.
Transferred investment return
Bonus

Transferred investment return comprises the share

The change in collective bonus potential is the

of investment return related to equity and sickness and

portion of the realised results accruing to the insur-

accident insurance. Investment return on equity

ance portfolio in excess of the bonus already allo-

constitutes the return on investment assets allocated

cated. To this must be added any transfers from eq-

to equity. The investment return on sickness and

uity. If the insurance portfolio’s realised results are

accident insurance is calculated as described in the

negative after deduction of bonus already allocated,

section regarding sickness and accident insurance.

the item includes the use of collective bonus potential for which provision was made in prior years.

Technical result of sickness and accident
insurance

The change in CustomerCapital comprises the re-

Earned premiums, net of reinsurance, are recog-

turn on assets allocated to CustomerCapital, the net

nised in the income statement on the due date.

amount contributed by customers during the year,

Earned premiums are stated on an accruals basis.

the year’s added operational risk charge, the share
of the results of other activities, and any transfers

The technical interest, which is a calculated interest

from equity.

yield on the average technical provisions, net of
reinsurance, is transferred from investment return.

The change in provisions for unit-linked con-

The amount is calculated using the term-depend-

tracts covers the year’s change in unit-linked provi-

ent discount rate fixed by the Danish Financial Su-

sions except for premiums and benefits concerning

pervisory Authority. The portion of the increase in

investment contracts.

premium and claims provisions attributable to discounting is transferred from the premiums/claims

Insurance operating expenses

incurred for set-off against the technical interest.

Acquisition costs comprise expenses associated

Value adjustments form part of investment return.

with the acquisition and renewal of the insurance
portfolio. Administrative expenses comprise oth-

Claims incurred, net of reinsurance, comprise the

er expenses relating to the insurance operations.

year’s disbursed claims following adjustment for
the year’s change in provisions for claims, including

The distribution of costs not directly attributable to

gains or losses on previous years’ provisions (run-

either acquisitions or administration is undertaken

off profit or loss). Furthermore, this item includes

in accordance with a cost allocation method based

expenses in connection with the assessment of

on activities.

claims, claims control expenses and an estimate of
expected expenses in connection with the adminis-

The Group’s contributions to the defined contri-

tration and claims processing of the insurance con-

bution plans for employees are recognised in the

tracts entered into by the company. The reinsurers’

income statement in step with the contributions

share is set off against the total gross claims.

being earned by the employees.
The transferred investment return is calculated as a
Bonus to employees is recognised in the income

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

Balance sheet

ness and accident provisions, as well as other pro-

Assets

visions of a marginal size relative to the company’s

Intangible assets

balance sheet total.

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

Other income comprises income from the adminis-

as the positive difference between the total cost

tration of other companies as well as other income

and the fair value of the net assets at the date of

not attributable to the company’s insurance portfo-

acquisition. Annual impairment tests are made, and

lio or investment assets.

any write-downs for impairment are recognised in
the income statement.

Other expenses comprise costs in connection with
the administration of other companies as well as

Acquired and self-developed software is recog-

other expenses not attributable to the company’s

nised in the balance sheet at cost after the deduc-

insurance portfolio and investment assets.

tion of accumulated amortisation and accumulated
impairment losses. The cost of self-developed soft-

Tax

ware consists of direct and internal project develop-

The PFA Group’s Danish companies are taxed jointly in

ment expenses. Amortisation is made in accordance

accordance with the applicable tax rules. PFA has opted

with the straight-line method over the expected

not to include the companies’ foreign properties, PFA

useful life, which is between zero and eight years.

Soraarneq and Midgard in the joint taxation regime.

Any impairment losses are estimated on the basis
of impairment tests. The costs attributable to main-

The Danish taxable income of the PFA Group’s property

taining intangible assets are expensed in the year

companies forms part of the owning life insurance com-

they are defrayed.

pany’s taxable income, provided that at least 90 per
cent of the individual property company’s assets consist

Property, plant and equipment

of real property. In that case, provisions for both current

Equipment mainly consists of cars. Equipment is

and deferred taxes are made in the owning company.

recognised in the balance sheet at cost after the
deduction of accumulated depreciation and accumu-

Current tax is distributed among the profit-yielding

lated impairment losses. Depreciation is calculated

jointly taxed companies, which also refund the tax

on a straight-line basis over the expected useful life,

bases of losses to the loss-making companies.

typically four years.

Deferred tax is recognised on the basis of temporary

Owner-occupied properties are properties which

differences between the carrying amounts and tax bas-

the PFA Group uses for administration etc. Owner-oc-

es of assets and liabilities on the balance sheet date.

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

Other comprehensive income

ured at fair value. Increases in the revalued amount

Other comprehensive income is listed separately

are recognised in the item Other comprehensive

at the bottom of the income statement. Moreover,

income unless the increase is equal to a decrease in

changes attributable to Other comprehensive income

value which was previously recognised in the income

are shown in the statement of changes in equity.

statement. Decreases in the revalued amount are recognised in the income statement unless the decrease

Other comprehensive income comprises items

is equal to an increase in value which was previously

which are carried directly to equity, including value

recognised in Other comprehensive income.

adjustments of owner-occupied properties.
Depreciation on owner-occupied properties is undertaken on a straight-line basis based on the property’s
residual value and an estimated useful life of 100 years.
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Investment assets

Derivative financial investment assets are included under

Investment properties are properties that have

Other financial investment assets if the market

been acquired to obtain rental income and/or capital

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

gains. Investment properties are initially recognised at

negative, the asset is included under Other payables.

cost. Subsequently, investment properties are meas-

If a netting agreement has been made with counter-

ured at fair value. The fair value is calculated according

parties in connection with the settlement of one type

to the return method in accordance with the principles

of derivative investment assets, the net value of the

in the Danish Executive Order on the Presentation of

total transactions under the agreement is included un-

Financial Statements. The method is based on the

der Other financial investment assets in case of a

individual property’s operating income and a required

combined positive market value or under Other paya-

return related to the property (required rate of return).

bles in case of a combined negative market value.

The operating return is based on the coming year’s expected return adjusted for exceptional circumstances.

The fair value of listed financial assets is calculated
on the basis of the closing price at the balance

Properties that have been scheduled for sale have

sheet date. In the event that there is no relevant

been measured at the expected selling price in consid-

closing price on the balance sheet date, another

eration of the timeframe. The required rate of return

relevant price on the balance sheet date is used or,

has been determined on a best estimate basis, taking

in the alternative, the price on one of the imme-

into account the special characteristics of the relevant

diately preceding days. In the event that there is

property so as to correspond to the return require-

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

ments reflected by transactions in the property market

mated based on the closing prices of comparable

in the period leading up to the date of valuation.

financial instruments on the balance sheet date.

The required rate of return is determined assuming

On the purchase and sale of financial assets, the

that the property will be sold at the calculated value

trade date is used as the recognition date. When

after sales efforts have been ongoing for a period not

the trade date is used, a liability corresponding to

to exceed six months.

the agreed price is recognised – at the same time
as the purchase of a financial asset is recognised.

Investments in group enterprises and associ-

Likewise, an asset corresponding to the agreed

ates are recognised at cost at the date of acquisi-

price is recognised in connection with the sale of

tion and subsequently measured at the equity value

a financial asset. The liability or asset ceases to be

most recently known. The proportionate ownership

recognised in the balance sheet at the settlement

shares of the companies’ equity are included in the

date. As a consequence of using the trade date as

items Equity investments in group enterprises

a recognition criterion, coupon interest and draw-

and Equity investments in associates, and the

ings are included in cash and cash equivalents from

proportionate shares of the individual companies’

the time when information about completion of

results after tax are included in the items Income

the transaction has been received.

from group enterprises and Income from associates.
Listed bonds which have been drawn are measured
Other financial investment assets

at the present value of the amount drawn by dis-

Financial instruments are recognised in the balance

counting them at the money market rate.

sheet at cost at the trade date, excluding expenses,
corresponding to the fair value, and are subsequent-

Unlisted unit trust certificates are measured at the

ly measured at fair value after initial recognition.

fair value of the underlying net assets.

Unit trust certificates are included in the individual

The fair value of unlisted derivative financial instru-

items of the balance sheet on the basis of the un-

ments is recognised on the basis of the fair value

derlying assets.

determined by external parties, with the exception
of OTC derivatives.
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The fair value of other unlisted securities and OTC

the Annual General Meeting of shareholders. The

derivatives is measured in accordance with recog-

amount is recognised as a separate reserve under

nised methods, including standards determined by

equity. When the Annual General Meeting of share-

the European Private Equity and Venture Capital

holders has adopted a resolution to distribute divi-

Association (EVCA) and the Danish Venture Capital

dend, the amount is recognised as a liability.

Association (DVCA). Investments in unlisted shares
are valued individually at fair value using recog-

The revaluation reserve, owner-occupied

nised valuation methods. The valuation is based on

properties, comprises the value adjustment of

a combination of a Discounted Cash Flow analysis,

owner-occupied properties to fair value after the

a listed peer group analysis and an analysis of pre-

deduction of accumulated depreciation. The portion

vious M&A transactions for comparable companies.

of the value adjustment attributable to insurance and

The fair value of unlisted investments is calculated

investment contracts eligible for bonus is transferred

based on the reports, financial statements and

to collective bonus potential.

other information most recently received for the
Subordinate loan capital

individual company.

Subordinate loan capital is subordinated debt. In the
Loans to associates and Loans are initially recog-

case of liquidation or bankruptcy, the subordinate

nized at fair value. Subsequently, they are also meas-

loan capital ranks after the ordinary unsecured cred-

ured at fair value. Changes in the fair value are recog-

itors’ claims. Subordinate loan capital is measured

nised in the income statement on an ongoing basis.

at amortised cost.

Investment assets related to unit-linked con-

Provisions for insurance and investment

tracts comprise assets under unit-linked contracts.

contracts

Investment assets related to unit-linked contracts

Life insurance provisions, net of reinsurance,

are measured using the same principles as for the

are measured on every insurance plan by deter-

above-mentioned investment assets.

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 yield

Receivables are measured at amortised cost, which

curve published by the Danish Financial Supervisory

usually corresponds to the nominal value less any

Authority, reduced by pension yield tax for relevant

write-down for bad and doubtful debts.

policy parts. Expected future cash flows are calculated on the basis of present life expectancy, future life

Other assets

expectancy improvements and a disability intensity

Current tax assets and Deferred tax assets are

on the basis of own analyses of PFA’s insurance

determined in accordance with applicable tax law.

portfolios.

Tax assets relating to loss carryforwards are only

Life insurance provisions are determined in consid-

recognised in deferred tax if it is probable that they

eration of an age-dependent probability that the

can be utilised.

individual insured will surrender his/her policy or
change it into a paid-up policy. The life insurance
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Equity and liabilities

provisions include a risk charge. The recognition

Equity

of the risk charge is based on the determination

The contingency fund can only be used to cover

of age-dependent probabilities of policies being

losses incurred to pay the insurance obligations or

surrendered or being changed to paid-up policies,

otherwise for the benefit of the insureds. The entire

reactivation and disability and future life expectancy

contingency fund consists of taxed funds.

improvements.

Proposed dividend comprises dividend that the

Guaranteed benefits represent the market value

Supervisory Board recommends for adoption by

of benefits guaranteed to the individual insured,
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with the addition of expected future administrative

CustomerCapital forms part of the capital base on

expenses and less the agreed future premiums.

a par with equity, but accrues to the insureds over

Guaranteed benefits include an estimated amount

time. CustomerCapital is included in the item Techni-

to cover future insurance benefits pertaining to

cal provisions.

insurance events which occurred during the financial year, but had not been reported at the balance

CustomerCapital consists of a collective part, Collec-

sheet date.

tive CustomerCapital, and an individualised part, Individual CustomerCapital. Collective CustomerCapital

Bonus potential on future premiums consists of

was established by a transfer from equity in 2001,

commitments to pay a future bonus on agreed pre-

and customers have since 2003 had the option of

miums that have not yet fallen due. Bonus potential

paying 5 per cent of their premiums to Individual

on future premiums is determined as the difference

CustomerCapital. PFA has notified the Danish Fi-

between the value of guaranteed paid-up policy

nancial Supervisory Authority that the Collective

benefits and the value of guaranteed benefits, if

CustomerCapital is allocated to the customers’ In-

this difference is positive. Guaranteed paid-up policy

dividual CustomerCapital by way of the continuous

benefits are the present values of the benefits guar-

addition of interim interest, currently amounting to

anteed to the policyholder on conversion to a paid-

10 per cent p.a., and extraordinary interest added in

up policy less the present value of expected future

connection with the Annual General Meeting held in

expenses to administer the paid-up policy.

the spring. PFA’s Supervisory Board has decided to
add extraordinary interest at the rate of 10 per cent

Bonus potential on paid-up policy benefits com-

p.a. in 2015 and 2016. Depending on the assump-

prises commitments to pay bonus concerning premi-

tions as to developments in the financial markets,

ums, etc. already paid. Bonus potential on paid-up

PFA’s risk profile and the amount of extraordinary

policies is determined as the difference between

interest, it will take between 15 and 30 years before

the value of retrospective provisions and the value

Collective CustomerCapital has been distributed in

of guaranteed paid-up policy benefits, if this differ-

full to the customers.

ence is positive. Retrospective provisions are paid
premiums after the deduction of disbursed benefits

Provisions for unit-linked insurance contracts

and expenses and the addition of accrued interest.

generally represent the market value of the underlying assets. If the policies in question include a

Provisions for claims are estimates of expected

stipulation to the effect that, at the time of maturi-

disbursements and past due, but not paid, insur-

ty, benefits will be calculated on the basis of a value

ance benefits. Provisions for claims concerning

that is higher than the current market value of the

sickness and accident insurance comprise provi-

relevant assets, then the provisions will be meas-

sions for administrative expenses in connection with

ured with due allowance for this.

the settlement of claims and are determined as the
present value of expected future payments, includ-

Payables and provisions

ing estimated expenses to settle claims incurred.

Payables and provisions are measured at amortised
cost, which usually corresponds to the nominal

Collective bonus potential is the insurance

value.

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

Payables to credit institutions

plans over and above life insurance provisions and

Payables to credit institutions include repo transac-

provisions for claims.

tions.

Provisions for bonus and premium rebates

Repo transactions

are amounts accruing to the policyholders due to

Securities sold are recognised in the balance sheet

favourable claims experience in the present or pre-

as if the securities were still part of the Group’s

vious years.

portfolio if the sale is made subject to a right of re-
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purchase. The amount received is recognised under

Financial ratios and return table

Payables to credit institutions. Repo transactions

Yield ratios in the 5-year summary are calculated

are recognised and measured at fair value.

for all assets and liabilities according to a money-weighted method, whereas returns broken down

Current and deferred tax liabilities are deter-

by asset type in the return table are calculated for

mined in accordance with applicable tax law.

investment assets (i.e. excl. liabilities and various
assets) according to a time-weighted method.

A contingent liability is a possible obligation that
arises from past events and whose existence will be

Currency hedging is included in the return table un-

confirmed only by the occurrence or non-occurrence

der Other financial investment assets.

of one or more uncertain future events not wholly
within the control of the company, or a present

Interest receivable is included in the value of the in-

obligation that arises from past events but is not rec-

dividual bond classes in the return table.

ognised because it is not probable that an outflow
of resources embodying economic benefits will be
required to settle the obligation or the amount of the
obligation cannot be measured with sufficient reliability.
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Note
1

(DKK million)

Group

PFA Holding

2014

2013

2014

2013

8

24

-

-

15,416

14,698

-

-

238

321

-

-

8,158

9,429

-

-

Total insurance

23,812

24,448

-

-

Total premiums related to insurance and investment contracts

23,820

24,472

-

-

Gross premiums
Total indirect insurance
Direct:
Premiums
Group term life premiums
Single premiums and transfers

Transfer of premiums from investment contracts to the balance sheet

-

(2)

-

-

Intercompany transfers

-

303

-

-

Premiums related to investment contracts

-

301

-

-

23,820

24,773

-

-

22,072

23,263

-

-

1,502

1,165

-

-

238

321

-

-

23,812

24,749

-

-

4,531

7,455

-

-

414

397

-

-

Unit-linked contracts

18,867

16,897

-

-

Total

23,812

24,749

-

-

Insurance taken out through employers

716,015

712,024

-

-

Insurance taken out by individuals

382,133

361,537

-

-

Group term life insurance

170,844

214,695

-

-

11,518

10,727

-

-

-

-

0

0

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
Insurance with bonus plans
Insurance without bonus plans

Number of insureds, direct insurance

2

Interest income and dividends, etc.
Interest income
Interest on intercompany balances
Dividends

1,388

896

-

-

12,906

11,623

0

0

262

24

-

-

1

5

-

-

9,360

6,947

-

-

Bonds

18,037

(11,335)

-

-

Loans

(31)

(14)

-

-

5,551

(4,160)

-

-

33,180

(8,533)

-

-

Total interest income and dividends, etc.
3

Value adjustments
Investment properties
Owner-occupied properties
Equity investments

Derivative financial instruments
Total value adjustments

4

Pension yield tax
Collective pension yield tax

(3,904)

1,289

-

-

Individual pension yield tax

(2,784)

(1,533)

-

-

(2)

21

-

-

(6,690)

(222)

-

-

Adjustment of pension yield tax for previous year(s)
Total pension yield tax
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Note

(DKK million)

Group

PFA Holding

2014

2013

2014

2013

(786)

(854)

-

-

(51)

(116)

-

-

Benefits at maturity

(3,617)

(3,460)

-

-

Retirement and annuity benefits

(6,416)

(6,302)

-

-

Surrender

(6,439)

(5,306)

-

-

(326)

(355)

-

-

(4,450)

(292)

-

-

(22,085)

(16,685)

-

-

(60)

(116)

-

-

(22,145)

(16,801)

-

-

Transfer of insurance benefits from investment contracts to the balance sheet

-

6

-

-

Benefits related to investment contracts

-

6

-

-

(22,145)

(16,795)

-

-

Salaries

(754)

(764)

-

-

Pension contributions

(142)

(141)

-

-

Other social security costs and taxes

(105)

(107)

-

-

(1,001)

(1,012)

-

-

Benefits disbursed

5

Death benefits
Disability benefits, etc.

Bonuses disbursed in cash
Advance taxation on endowment pensions
Total direct insurance contracts
Expenses, indirect insurance
Total benefits related to insurance and investment contracts

TOTAL BENEFITS DISBURSED
Insurance operating expenses

6

Total expenses include

Total staff expenses

Salary and remuneration to the Executive Board
Group

Jon
Johnsen

Anders
Damgaard

Lars EllehaveAndersen

Total

Salary

3.052

0.314

2.935

6.300

Pension contributions

0.569

0.059

0.538

1.166

Fixed salary components

3.621

0.373

3.473

7.466

Maximum bonus for 2014 (cf. below)

0.666

0.070

0.638

1.374

Variable salary components

0.666

0.070

0.638

1.374

Total

4.287

0.443

4.110

8.840

2014

2013
Total fixed and variable salary components

20.696

Anders Damgaard took up his position as at 1 December 2014.
Anne Broeng and Henrik Heideby resigned from the Executive Board in 2014. Anne Broeng received salary in the amount of DKK 2,256
million, pension in the amount of DKK 0.383 million and is eligible for bonus of up to DKK 0.454 million. In addition, Anne Broeng received DKK 1,704 million by way of severance pay and compensation in the amount of DKK 3,408 million for being bound by a non-competition clause. In 2014, Henrik Heideby received salary in the amount of DKK 5,818 million, pension in the amount of DKK 1,080
million and is eligible for bonus of up to DKK 1,296 million. In addition, Henrik Heideby is entitled to compensation in the amount of
DKK 5,400 million due to the company’s notice of termination being changed from 24 to 12 months, as well as pension contributions
of DKK 1,080 million. Moreover, in connection with the termination of Henrik Heideby’s employment in 2014, it was agreed that Henrik
Heidby was to receive one year’s salary, pension and bonus payments according to the applicable contractual provisions for making
his services available in connection with special duties in 2015. These amounts have been recognised in the financial statements.
As from 2011, the Supervisory Board decided that all group executive vice presidents should have uniform performance-related bonus
schemes, providing for a maximum payment of 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 bonus entitlement for 2014 is determined after the presentation of the 2014 financial statements, for which reason the maximum bonus amount has been recognised. The bonus allocated is
paid over a 5-year period (cf. section 77a of the Danish Financial Business Act).
The company can terminate the employment of 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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Note
6

(DKK million)

Group

Insurance operating expenses
Total expenses include (continued)
Remuneration, the Supervisory Board

Supervisory Board

Audit Committee

Remuneration Committee

2014

2013
0.882

Group
Svend Askær (Chairman)

0.720

0.120

0.080

0.920

Jørn Neergaard Larsen (Vice-Chairman)

0.480

0.180

-

0.660

0.633

Karsten Dybvad

0.240

-

0.060

0.300

0.200

Gita Grüning (disbursed to Teknisk Landsforbund)

0.240

-

-

0.240

0.230

Erik G. Hansen

0.240

-

0.060

0.300

0.288

Peter Ibsen

0.240

-

-

0.240

0.230

Per Jørgensen

0.240

-

-

0.240

0.230

Torben Dalby Larsen

0.240

0.120

-

0.360

0.345

Laurits Rønn

0.240

-

-

0.240

0.230

Per Tønnesen (disbursed to HK Retail and Wholesale Trade)

0.240

-

-

0.240

0.160

Klavs Andreassen

0.240

-

-

0.240

0.230

Lars Christoffersen

0.240

-

-

0.240

0.230

Thomas P. Jensen

0.240

-

-

0.240

0.230

Hanne Sneholm Jensen

0.240

-

-

0.240

0.230

Mette Risom

0.240

-

0.040

0.280

0.230

-

-

-

-

0.088

4.320

0.420

0.240

4.980

4.664

Retired members of the Supervisory Board
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
2014
Salary

26.073

Pension contributions

4.839

Fixed salary components

30.912

Maximum variable salary components

2.516

Total salary and remuneration

33.428

Number of persons in 2014

19

2013
Total salary and remuneration

22.073

Number of persons in 2013

14

Reference is also made to pfa.dk/afloenningsrapport (only available in Danish)
Group
2014

2013

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

(4)

(3)

Fees for other assurance engagements

(0)

(0)

Fees for tax consultancy

(1)

-

Fees for other services

(1)

(2)

Total auditors' fees, Deloitte

(5)

(5)

1,159

1,181

Average number of employees (full-time) for the year
PFA Pension
PFA Asset Management

53

49

Other business activities

65

60

1,277

1,290

Total average number of employees (full-time) for the year
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Note
7

8

(DKK million)

Group

PFA Holding

2014

2013

2014

2013

Investment return transferred to equity

(513)

Investment return transferred to sickness and accident insurance

(179)

(84)

-

-

16

-

Total transferred investment return

-

(693)

(68)

-

-

1,498

1,098

-

-

70

110

-

-

1,568

1,208

-

-

3

14

-

-

Transferred investment return

Technical result of sickness and accident insurance
Gross premiums
Change in provisions for unearned premiums
Total earned premiums, net of reinsurance
Technical interest
Gross claims disbursed

(1,068)

(770)

-

-

Change in provisions for claims

(734)

(259)

-

-

Discounting - reduction in term

18

12

-

-

150

(40)

-

-

(1,634)

(1,057)

-

-

Discounting - change in yield curve
Gross claims incurred

(0)

0

-

-

Acquisition costs

(99)

(77)

-

-

Administrative expenses

(42)

(29)

-

-

Total insurance operating expenses, net of reinsurance

(141)

(106)

-

-

Technical result

(204)

59

-

-

Bonus and premium rebates

Investment return

29

24

-

-

(21)

(26)

-

-

Total technical result of sickness and accident insurance

(196)

57

-

-

Premium income from Danish insurance

1,498

1,098

-

-

1,079,733

841,007

-

-

125,716

96,830

-

-

Average compensation for claims incurred, in DKK

12,997

10,919

-

-

Claims frequency

11.6 %

11.5 %

-

-

41

150

-

-

-

0

-

-

41

150

-

-

Return on technical provisions

Claims, sickness and accident insurance
Number of policies
Number of claims

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
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21

26

-

-

(18)

(12)

-

-

3

15

-

-

Note
8

(DKK million)

Group

Technical result of sickness and accident insurance (continued)
2014

Sickness and
accident insurance

Health insurance

Total

878

620

1,498

Gross premiums

950

618

1,568

(1,078)

(556)

(1,634)

(55)

(86)

(141)

3

0

3

(180)

(24)

(204)

537,529

542,204

1,079,733

2,220

123,496

125,716

485,559

4,502

12,997

0.4 %

22.8 %

11.6 %

730

368

1,098

Gross premiums earned
Gross claims incurred
Gross operating expenses
Technical interest, net of reinsurance
Technical result
Number of policies
Number of claims
Average compensation for claims incurred, in DKK
Claims frequency

2013

Total

Gross premiums
Gross premiums earned
Gross claims incurred
Gross operating expenses

840

368

1,208

(703)

(354)

(1,057)
(106)

(70)

(36)

Technical interest, net of reinsurance

14

-

14

Technical result

81

(22)

59

441,934

399,073

841,007

1,762

95,068

96,830

399,180

3,723

10,919

0.4 %

23.8 %

11.5 %

Number of policies
Number of claims
Average compensation for claims incurred, in DKK
Claims frequency

Sickness and accident insurance, key figures
Key figures (DKK million)

2010

2011

2012

2013

2014

683

730

808

1,208

1,568

Gross claims incurred

(540)

(570)

(601)

(1,057)

(1,634)

Total insurance operating expenses

(146)

(140)

(139)

(106)

(141)

9

20

73

59

(204)

Gross premiums earned

Technical result
Investment return after technical interest

43

61

27

(2)

8

Run-of profit/(loss)

52

78

249

150

41

1,699

1.847

1,977

2,256

3,143

Gross claims ratio

79.0 %

78.1 %

74.4 %

87.5 %

104.2 %

Gross expense ratio

21.4 %

19.1 %

17.2 %

8.8 %

9.0 %

Combined ratio

100.4 %

97.2 %

91.6 %

96.3 %

113.2 %

Operating ratio

98.1 %

96.9 %

90.9 %

95.2 %

113.0 %

3.2 %

4.3 %

4.0 %

8.0 %

2.0 %

2014

2013

2014

2013

10

12

-

-

7

4

-

-

16

16

-

-

Total technical provisions
Key ratios

Comparative run-of profit/(loss)

Group
9

PFA Holding

Other income
Commissions from investment associations
Miscellaneous income
Total other income
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Note

(DKK million)

Group
2014

10

PFA Holding
2013

2014

2013

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

33,567

(6,969)

-

-

365

503

-

-

403

194

-

-

Change in accumulated value adjustment

(21,275)

5,913

-

-

Total realised results

13,060

(359)

-

-

Distribution to customers
Allocation to policyholders’ savings during the year

4,759

27

-

-

Transfer to the customers’ reserves from the income statement

2,371

(2.375)

-

-

Total distribution to customers

7,131

(2,348)

-

-

Customers’ contributions to CustomerCapital

1,445

1,281

-

-

Return for the year before pension yield tax

1,653

260

-

-

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

1,840

277

-

-

(6)

-

-

-

4,933

1,818

-

-

12,063

(530)

-

-

Distribution to CustomerCapital

Cover of losses, CustomerCapital
Total distribution to CustomerCapital
Total customers’ share
Distribution to equity via the income statement
Return for the year before tax

451

82

-

-

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

546

89

-

-

(1)

-

-

-

997

171

-

-

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

-

-

-

-

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

-

108

-

-

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

-

236

-

-

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

-

383

-

-

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

-

21

-

-

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

-

28

-

-

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

-

1

-

-

Total operational risk charge receivable, CustomerCapital

-

777

-

-

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

-

-

-

-

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

-

35

-

-

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

-

78

-

-

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

-

126

-

-

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

-

4

-

-

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

-

5

-

-

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

-

0

-

-

PFA Soraarneq A/S

-

4

-

-

Total operational risk charge receivable, equity

-

251

-

-

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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Note
11

(DKK million)

Group

PFA Holding

2014

2013

2014

2013

(33)

(46)

3

3

(101)

(27)

0

(0)

Tax
Current corporation tax
Change in deferred tax for the year
Adjustment, current corporation tax related to previous year(s)
Change in deferred tax related to previous year(s)

46

(8)

-

0

(11)

(24)

(0)

(0)

Impairment loss on tax asset for the year

(400)

-

-

-

Total tax

(500)

(104)

3

3

24.5 %

25.0 %

24.5 %

25.0 %

0.0 %

0.0 %

(25.0) %

(26.5) %

Effective tax rate
Current tax rate
Share of the results after tax, group enterprises
Non-taxable income

(38.5) %

(46.9) %

0.0 %

0.0 %

Non-deductible expenses

27.3 %

43.8 %

0.0 %

0.0 %

Adjustment of taxes related to previous year(s)*

27.8 %

7.2 %

0.0 %

0.0 %

Total effective tax rate

41.1 %

29.1 %

0.5 %

1.5 %

*Of which impairment loss on tax asset

32.9 %

-

-

-

Deferred tax
Intangible assets
Property, plant and equipment
Tax on transfer from equity to CustomerCapital

36

83

-

-

(208)

(200)

-

-

251

214

-

-

-

1,074

-

-

1,120

1,590

9

9

Collective pension yield tax receivable
Tax loss
Miscellaneous
Deferred tax assets

-

(1)

-

-

1,199

2,760

9

9

Property, plant and equipment, Danske Hus Hamburg

0

(0)

-

-

Property, plant and equipment, King’s Pool York

0

(13)

-

-

Deferred tax liabilities

0

(13)

-

-

1,199

2,747

9

9

Recognised in profit/(loss) for the year

948

1,472

9

9

Recognised in equity

251

214

-

-

-

1,074

-

-

Total deferred tax
Of which:

Recognised in CustomerCapital

12

Equipment
Cost, beginning of year

206

191

-

-

Additions during the year

10

52

-

-

Disposals during the year

(11)

(37)

-

-

Cost, end of year

205

206

-

-

(134)

(146)

-

-

(19)

(19)

-

-

7

31

-

-

(146)

(134)

-

-

59

72

-

-

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

(DKK million)

Group

PFA Holding

2014

2013

2014

2013
-

Owner-occupied properties
Revaluation value, beginning of year

433

419

-

Additions during the year

1

3

-

-

Disposals during the year

(2)

-

-

-

Depreciation

(2)

(5)

-

-

(11)

11

-

-

Value adjustment via the income statement

1

5

-

-

Owner-occupied properties, end of year

421

433

-

-

5.4 %

5.3 %

-

-

Value adjustment via other comprehensive income

The weighted average of the rates of return applied in determining the fair
value of owner-occupied properties amounts to

For the purpose of measuring properties, valuations have been obtained from external valuers.
14

Investment properties*
Fair value, beginning of year

11,890

11,228

-

-

Additions during the year

1,673

1,149

-

-

Disposals during the year

(444)

(486)

-

-

216

(3)

-

-

13,334

11,890

-

-

5,505

3,289

-

-

Value adjustment to fair value for the year
Investment properties, end of year
*Of which placed under Investment assets related to unit-linked contracts in
the balance sheet

The weighted average of the rates of return applied in determining the fair value of individual properties amounts to:
Office properties

5.4 %

5.3 %

-

-

Foreign office properties

6.0 %

6.7 %

-

-

Other business properties

5.0 %

5.3 %

-

-

Residential properties

4.2 %

4.2 %

-

-

For the purpose of measuring properties, valuations have been obtained from external valuers.
15

Equity investments in group enterprises
Holding

Annual Report

Ownership
interest

Profit/
(loss)

Equity

Life insurance company

Copenhagen

100 %

548

5,248

Copenhagen

100 %

52

413

Credit institution

Copenhagen

100 %

(5)

98

PFA Bank A/S

72

Registered
office

Asset management company

PFA Pension, forsikringsaktieselskab
PFA Asset Management A/S

Activity

PFA Holding
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Note
16

(DKK million)
Equity investments in associates*
Activity

Registed
office

Ownership
interest

Profit/
(loss)

Management company

Copenhagen

50.00 %

-

0

SE Blue Renewables K/S**

Investment company

Copenhagen

50.00 %

(30)

550

Grosvenor London Office Fund

Investment company

London

49.80 %

756

3,662

Property company

Copenhagen

49.70 %

243

5,059

Service business

Copenhagen

49.00 %

(0)

30

Property company

Stockholm

47.54 %

48

269
281

Group
SE Blue Renewables GP ApS**

ATPFA K/S**
Letpension A/S
NREP Logistics AB
Borgen Shopping P/S
Komplementarselskabet Borgen Sønderborg ApS
PF I A/S

Equity

Property company

Sønderborg

40.00 %

18

General partner company

Sønderborg

40.00 %

0

0

Holding company

Copenhagen

40.00 %

-

2,322

Irish Forestry Investments Holding A/S

Property company

Copenhagen

33.33 %

2

95

Ejendomsselskabet Axeltorv 2 P/S

Property company

Copenhagen

33.30 %

(2)

261

General partner company

Copenhagen

33.30 %

0

0

Property company

Copenhagen

33.30 %

2

384

General partner company

Copenhagen

33.30 %

0

0

Ejendomsselskabet Axeltorv 2 Komplementar ApS
Ejendomsselskabet Portland Towers P/S
Ejendomsselskabet Portland Towers
Komplementar ApS

Property company

Copenhagen

32.36 %

13

210

Kirk & Thorsen Invest A/S

Investment company

Vejle

32.20 %

10

166

SE Blue Equity I K/S

Investment company

Kolding

24.00 %

(13)

166

Property company

Copenhagen

22.25 %

1

140

Production company

Odense

-

129

-

Ejendomsselskabet Norden IV K/S

Ejendomsselskabet Norden I K/S
Kompan A/S

The stated profits/(losses) and equity amounts are the equity values most recently determined.
2,369

*Of which placed under Investment assets related to unit-linked contracts in the balance sheet
**Jointly controlled enterprises
Group
17

2013

2014

2013

Bonds
Total bonds*

18

394,260

412,791

-

-

Of which bonds sold as part of repo transactions

131,615

166,793

-

-

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

156,681

127,546

-

-

Loans
Secured loans

19

3

3

-

-

Other loans*

761

63

-

-

Total loans

763

67

-

-

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

538

-

-

-

Total deposits with credit institutions*

1,727

-

-

-

Of which reverse transactions

1,727

-

-

-

814

-

-

-

Deposits with credit institutions

*Of which placed under Investment assets related to unit-linked
contracts in the balance sheet
20

PFA Holding

2014

Miscellaneous*
Type of instrument

Expiry

Principal

Positive
market value

Negative
market value

Share options

2015-2016

306

310

-

Caps and Floors

2022-2029

30,445

137

(375)

Credit Default Swaps

2015-2021

32,616

916

(1,448)

Futures

2015-2016

1,620

-

(4)

Swaps

2015-2051

591,115

14,300

(8,915)

Swaptions

2015-2060

104,886

14,221

(3,097)

Forward exchange contracts

2015-2019

4,859

309

(3,155)

30,193

(16,996)

Total derivative financial instruments
*Of which placed under Investment assets related to unit-linked contracts in the balance sheet

3,093

Agreements regarding derivative financial instruments have been made on the basis of ISDA agreements. Collateral agreements have been
made in respect of derivative financial instruments. In this connection, collateral in the amount of DKK 18,371 million has been received.
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Note
21

(DKK million)

Group

PFA Holding

2014

2013

2014

2013

Investment properties

5,505

3,289

-

-

Investments in group enterprises and associates

2,564

1,438

-

-

46,101

28,354

-

-

156,681

127,546

-

-

4,445

1,067

-

-

215,296

161,694

-

-

Investment assets related to unit-linked contracts

Equity investments
Bonds
Miscellaneous
Total investment assets related to unit-linked contracts

Net assets related to unit-linked contracts, broken down into contracts with and without guarantees
Investment assets related to unit-linked contracts with guarantees
Investment properties

303

171

-

-

Investments in group enterprises and associates

123

59

-

-

1,296

726

-

-

13,525

8,073

-

-

297

49

-

-

15,544

9,079

-

-

Equity investments
Bonds
Miscellaneous
Investment assets related to unit-linked contracts with guarantees

1,536

990

-

-

Other payables related to guaranteed plans

(1,094)

(624)

-

-

Repo liabilities related to guaranteed plans

(4,843)

(4,450)

-

-

Net investment assets related to unit-linked contracts with guarantees

11,142

4,995

-

-

Other receivables related to guaranteed plans

Investment assets related to unit-linked contracts without guarantees
Investment properties

5,203

3,118

-

-

Equity investments in group enterprises and associates

2,441

1,379

-

-

44,805

27,628

-

-

143,155

119,473

-

-

4,148

1,018

-

-

199,751

152,615

-

-

Equity investments
Bonds
Miscellaneous
Investment assets related to unit-linked contracts without guarantees
Other receivables related to plans without guarantees
Other payables related to plans without guarantees
Repo liabilities related to plans without guarantees
Net investment assets related to unit-linked contracts without guarantees

18,370

14,932

-

-

(16,784)

(13,774)

-

-

(108,243)

(95,444)

-

-

93,095

58,329

-

-

Other items
Other receivables related to unit-linked contracts
Other payables related to unit-linked contracts
Total net investment assets related to unit-linked contracts

89

218

-

-

(247)

(172)

-

-

104,080

63,370

-

-

Repo liabilities pertain to sold bonds, which have been included in the bond portfolio at a fair value of DKK 114,277 million. Of this
fair value, an amount of DKK 99,367 million has been recognised in Midgard (2013: DKK 100,207 million, of wich DKK 78,856 million
was recognised in Midgard). For more details, please see the section “Accounting policies”.
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(DKK million)
Share capital
PFA Holding
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, Sundkrogsgade 4, 2100 Copenhagen, Denmark and The Confederation of Danish Employers (DA), Vester Voldgade 113,
1552 Copenhagen V, Denmark own more than 5 per cent of PFA Holding’s share capital.
Group

23

2013

2014

2013

Retained earnings, beginning of year

4,152

4,064

5,398

5,310

Transfer from the income statement

588

215

587

215

(114)

(127)

(114)

(127)

Retained earnings

Transfer to CustomerCapital
Dividend
Retained earnings, end of year
Of which proposed dividend
24

PFA Holding

2014

(0)

(0)

(0)

(0)

4,626

4,152

5,871

5,398

(0)

(0)

(0)

(0)

Subordinate loan capital
Subordinate loan capital

600

600

-

-

Total subordinate loan capital

600

600

-

-

34

47

-

-

450

600

-

-

Interest related to subordinate loan capital for the year
Share of subordinate loan capital recognised in the capital base
In 2013 and 2014, the subordinate loan capital included loans of DKK 275 million,
DKK 200 million and DKK 125 million, all maturing on 11 May 2017.
The loans carry interest at CIBOR plus 650 basis points
25

Life insurance provisions, net of reinsurance
Life insurance provisions, beginning of year

228,100

243,596

-

-

Accumulated value adjustment, beginning of year

(37,472)

(43,338)

-

-

Retrospective provisions, beginning of year

190,628

200,259

-

-

-

3

-

-

190,628

200,261

-

-

(73)

13

-

-

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

4,953

7,876

-

-

(24,934)

(6,652)

-

-

8,269

3,798

-

-

(13,955)

(14,356)

-

-

(559)

(605)

-

-

Balance on the claims experience account after addition of risk bonus

103

55

-

-

Customers’ contributions to CustomerCapital, net

508

236

-

-

4

1

-

-

(25,611)

(9,646)

-

-

Transfer to unit-linked insurance contracts
Yield after pension yield tax
Insurance benefits
Expense loading after addition of cost bonus

Other changes
Total changes

Provisions transferred to claims provisions for sickness and accident insurance
Retrospective provisions, end of year
Accumulated value adjustment, end of year
Life insurance provisions, net of reinsurance, end of year

(181)

-

-

-

164,763

190,628

-

-

58,811

37,472

-

-

223,574

228,100

-

-

955

1,024

-

-

97

(69)

-

-

1,052

955

-

-

Of which
Gross provision for indirect insurance, beginning of year
Change during the year
Gross provision for indirect insurance, end of year
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25

(DKK million)

Group

PFA Holding

2014

2013

2014

2013

(25,865)

(9,630)

-

-

254

(16)

-

-

Change in accumulated value adjustment

21,339

(5,866)

-

-

Change in gross life insurance provisions

(4,272)

(15,512)

-

-

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 guaranteed benefits

4,366

(15,309)

-

-

Change in bonus potential on future premiums

(5,116)

(2,316)

-

-

Change in bonus potential on paid-up policy benefits

(3,776)

2,128

-

-

254

(16)

-

-

(4,272)

(15,512)

-

-

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

220,642

208,149

-

-

Bonus potential on future premiums

4,313

13,693

-

-

Bonus potential on paid-up policy benefits

1,450

7,465

-

-

226,405

229,307

-

-

Total life insurance provisions without allowing for the possibility
of surrender and transfer to paid-up policy

Guaranteed benefits have been calculated taking into account the conversion of contracts to paid-up policies and surrendered
policies. 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. A constant surrender rate of 5.3 per cent
p.a. is used for the age group from 0 to 30. From age 30, the surrender rate declines linearly to 2.2 per cent p.a. at age 60, after
which it is fixed at 0 per cent. The probability of transfer to a paid-up policy is estimated at 6 per cent p.a. The calculation of probabilities includes a risk charge of 10 per cent for policy surrender and 25 per cent for conversion to a paid-up policy.
Life insurance provisions, net of reinsurance
Group

2014
Guaranteed
benefits

Bonus potential
on future
premiums

Bonus potential
on paid-up policy
benefits

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

86,726

1,890

631

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

21,422

185

18

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

36,435

117

5

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

74,401

14

12

711

86

34

Under contribution

PFA Soraarneq A/S

Outside contribution
Miscellaneous
Total

762

-

124

220,457

2,293

824

Total life insurance provisions, net of reinsurance

223,574

2013
Guaranteed
benefits

Bonus potential
on future
premiums

Bonus potential
on paid-up policy
benefits

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

80,660

5,802

3,633

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

22,268

474

391

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

39,811

286

12

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

64,305

24

15

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

3,368

5

0

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

4,178

672

383

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

230

24

70

PFA Soraarneq A/S

475

121

83

Under contribution

Outside contribution
Miscellaneous
Total
Total life insurance provisions, net of reinsurance
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795

-

12

216,091

7,409

4,601

228,100

Note

(DKK million)

Group
2014

26

2014

2013

Provisions for claims, net of reinsurance
Life insurance, gross

27

PFA Holding
2013

375

490

-

-

Sickness and accident insurance, gross

2,894

2,158

-

-

Total provisions for claims, net of reinsurance

3,268

2,648

-

-

9,301

10,358

-

-

Collective bonus potential
Collective bonus potential, beginning of year
Adjustment at beginning of year of collective bonus potential, FunktionærPension

(0)

-

-

-

2,371

(2,375)

-

-

Pension yield tax

(3,637)

1,319

-

-

Total transfer

(1,265)

(1,057)

-

-

(11)

11

-

-

Allocation for the year

Of which transferred from other comprehensive income
Of which collective bonus transferred to claims provisions for sickness and accident insurance

(56)

-

-

-

(1,199)

(1,067)

-

-

8,036

9,301

-

-

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

5,681

5,284

-

-

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

1,242

1,151

-

-

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

250

681

-

-

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

243

699

-

-

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

-

109

-

-

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

-

730

-

-

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

-

17

-

-

60

12

-

-

Risk groups

526

527

-

-

Cost groups

33

37

-

-

FunktionærPension, risk groups

-

49

-

-

FunktionærPension, cost groups

-

7

-

-

8,036

9,301

-

-

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

7.1 %

6.0 %

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

6.8 %

5.3 %

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

1.0 %

2.2 %

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

0.6 %

1.7 %

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

-

4.2 %

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

-

14.4 %

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

-

5.3 %

7.9 %

1.8 %

20,668

18,969

-

-

1

-

-

-

Distribution to CustomerCapital

4,933

1,818

-

-

Disbursement of CustomerCapital

(883)

(533)

-

-

213

405

-

-

Pension yield tax

(614)

(161)

-

-

Total transfer from the income statement

3,649

1,529

-

-

151

170

-

-

24,469

20,668

-

-

Of which transferred from the income statement
Collective bonus potential, end of year
Allocation on contribution groups

PFA Soraarneq A/S

Total allocation on contribution groups
Bonus ratios in interest groups

PFA Soraarneq A/S
28

CustomerCapital
CustomerCapital, beginning of year
Adjustment at beginning of year of CustomerCapital, FunktionærPension

CustomerCapital’s share of other activities

Direct transfer from equity
CustomerCapital, end of year
For more details, please see the section “Accounting policies”.
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(DKK million)

Group

PFA Holding

2014

2013

2014

2013

63,370

39,160

-

-

(42)

(23)

-

-

Provisions for unit-linked contracts
Unit-linked insurance contracts
Provisions for unit-linked insurance contracts, beginning of year
Accumulated value adjustment, beginning of year
Adjustment at beginning of year, FunktionærPension

0

(3)

-

-

63,328

39,135

-

-

127

(13)

-

-

Gross premiums

18,867

16,897

-

-

Transfer from average interest rate products

24,934

6,652

-

-

6,009

4,018

-

-

(8,083)

(2,252)

-

-

(209)

(132)

-

-

Retrospective provisions, beginning of year
Transfer to/from life provisions, FunktionærPension
Changes during the year due to

Yield after pension yield tax
Insurance benefits
Expense loading
Balance on the claims experience account

102

4

-

Customers’ contributions to CustomerCapital, net

(1,070)

(981)

-

-

Total changes

40,551

24,206

-

-

104,005

63,328

-

-

75

42

-

-

104,080

63,370

-

-

Provisions for unit-linked investment contracts, beginning of year

-

309

-

-

Accumulated value adjustment, beginning of year

-

(0)

-

-

Retrospective provisions, beginning of year

-

309

-

-

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

Unit-linked investment contracts

Changes during the year due to
Premiums from investment contracts, direct transfer to the balance sheet

-

2

-

-

Intercompany transfers

-

(303)

-

-

Gross premiums

-

(301)

-

-

Yield after pension yield tax

-

2

-

-

Insurance benefits from investment contracts, direct transfer to the balance sheet

-

(6)

-

-

Intercompany transfers

-

-

-

-

Insurance benefits

-

(6)

-

-

Expense loading

-

(0)

-

-

Balance on the claims experience account

-

(2)

-

-

Total changes

-

(309)

-

-

Retrospective provisions, end of year

-

0

-

-

Accumulated value adjustment, end of year

-

-

-

-

Provisions for unit-linked investment contracts, end of year

-

0

-

-

104,080

63,370

-

-

494

283

-

-

103,587

63,087

-

-

TOTAL PROVISIONS FOR UNIT-LINKED CONTRACTS
Of which technical provisions related to unit-linked contracts
Of which provisions for unit-linked contracts excluding technical provisions
Of which
Provisions for unit-linked contracts with guarantee

11,140

5,015

-

-

Provisions for unit-linked contracts without guarantee

92,940

58,354

-

-

104,080

63,370

-

-

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

6,817

2,593

-

-

Bonus potential on paid-up policy benefits

4,323

2,422

-

-

11,140

5,015

-

-

Total provisions for unit-linked contracts with guarantee

For policies with payout protection cover, the payout protection cover is gradually phased in, based on a technical return of up to
0.5 per cent, during the last 10 years before retirement.
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(DKK million)

Group

PFA Holding

2014

2013

2014

2013

134,550

169,454

-

-

278

415

-

-

134,828

169,870

-

-

Payables to credit institutions
Payables related to agreements for the repurchase of bonds (repo transactions)
Other payables to credit institutions
Total payables to credit institutions

Repo liabilities pertain to sold bonds, which have been included in the bond portfolio at a fair value of DKK 131,615 million. Of these
repo transactions, an amount of DKK 99,367 million has been recognised in Midgard. For more details, please see the section “Accounting policies”.
31

Other payables
Winding-up of funds

21,529

42,875

-

-

Derivative financial instruments

16,996

6,429

-

-

874

875

-

-

39,399

50,179

-

-

-

250

-

-

365,018

325,312

-

-

131,615

166,793

-

-

3,363

986

-

-

944

229

-

-

Other costs payable
Total other payables
Payables falling due more than 5 years after the balance sheet date
32

Contingent assets
The company has a tax loss carryforward of DKK 7,418 million, equal to a tax asset of
DKK 1,817 million, of which DKK 1,120 million has been recognised in the balance sheet.

33

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 contracts.
Bonds sold as part of repo transactions, recognised in the balance sheet
Ceded security in connection with contracts for unlisted financial instruments
Of which ceded out of the collateral received
Other guarantees
Rent and operating commitments do not exceed
The company has made commitments to participate in investments in
unlisted securities amounting to

21

58

-

-

191

167

-

-

6,076

5,559

-

-

The PFA Group is party to various legal proceedings and disputes. The cases are assessed continuously and the necessary provisions
are made based on the estimated risk of loss. The pending legal proceedings are not expected to impact the Group’s financial position.
PFA Holding A/S is jointly registered with the 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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34

(DKK million)
Related parties
PFA Fonden, Copenhagen, owns 49 per cent of the share capital of PFA Holding and holds the majority of voting rights.
Transactions with related parties in the financial year
Transactions with related parties are entered into on an arm’s length basis or according to a cost recovery principle and following a
contractual agreement between the companies.
PFA Pension forsikringsaktieselskab provides administrative services, including as concerns IT, policy administration and marketing,
for the remaining group companies. PFA Asset Management A/S provides asset management and portfolio administration services
with respect to shares, bonds and related derivatives for the remaining group companies.
Intercompany balances and transactions of major significance between PFA Holding and related parties in the financial year:
PFA Holding
2014

2013

(11)

(13)

0

0

Group enterprises
Administrative services
Interest income

35

Carrying amount

Breakdown of assets and returns

Group

Beginning of year

End of year

Land and buildings, directly owned

9,033

8,250

(907)

6.1 %

Property companies

4,555

7,047

2,195

14.4 %

13,588

15,297

1,288

9.7 %

5,080

6,250

1

20.7 %

Total land and buildings
Listed Danish equity investments
Unlisted Danish equity investments
Listed foreign equity investments
Unlisted foreign equity investments
Total other equity investments
Government bonds (Zone A)

Net investment

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

691

736

(192)

4.7 %

15,316

12,247

(4,568)

12.8 %

4,899

3,663

(2,447)

33.5 %

25,986

22,896

(7,206)

17.0 %

65,154

74,401

1,145

13.0 %

109,153

97,956

(17,107)

5.7 %

Index-linked bonds

23,391

20,731

(3,431)

5.7 %

Corporate bonds, investment grade

28,591

18,743

(12,858)

12.0 %

Corporate bonds, non-investment grade

16.5 %

Mortgage credit bonds

22,754

20,884

(5,614)

Other bonds

1,279

38

(1,282)

9.4 %

Total bonds

250,322

232,753

(39,147)

9.4 %

Other financial investment assets

(28,434)

(15,399)

19,949

-

5,426

18,349

(4,925)

-

Derivative financial instruments to hedge net
change in assets and liabilities

The return table covers investment assets apart from unit-linked assets. The note has been prepared according to the same principles as those used for monitoring the investment assets.
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(DKK million)

Group

Percentage breakdown of equity investments by sectors and regions
Group
Energy

Denmark
1.5 %

The rest
of Europe

North
America

South
America

Japan

Other
The rest of the
countries
Far East

1.2 %

1.6 %

0.0 %

0.0 %

0.7 %

0.4 %

Total
5.4 %

Materials

0.9 %

1.9 %

0.9 %

0.0 %

0.2 %

0.3 %

0.3 %

4.5 %

Industry

5.1 %

2.0 %

3.4 %

0.0 %

0.9 %

0.6 %

0.3 %

12.4 %
10.4 %

Durables

1.7 %

3.0 %

3.8 %

0.0 %

0.7 %

1.0 %

0.1 %

Consumer goods

0.7 %

4.6 %

1.6 %

0.0 %

0.2 %

0.1 %

0.0 %

7.2 %

Healthcare

7.6 %

2.2 %

4.2 %

0.0 %

0.2 %

0.0 %

0.0 %

14.3 %

Finance

5.6 %

11.5 %

9.9 %

0.0 %

0.6 %

1.7 %

2.5 %

31.9 %

IT

0.2 %

1.7 %

5.4 %

0.0 %

0.4 %

1.2 %

0.1 %

9.0 %

Telecommunications

0.4 %

1.0 %

0.1 %

0.0 %

0.2 %

0.1 %

0.0 %

1.9 %

Supply

0.0 %

0.6 %

0.1 %

0.0 %

0.1 %

0.2 %

0.0 %

1.0 %

Unallocated
Total

0.8 %

0.5 %

0.2 %

0.0 %

0.0 %

0.0 %

0.6 %

2.0 %

24.5 %

30.4 %

31.2 %

0.0 %

3.5 %

6.1 %

4.3 %

100.0 %

A list of the shares in which PFA has invested is available at pfa.dk/aktieinvesteringer (only available in Danish).
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(DKK million)
Risk management and sensitivity information
Risk management
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.

For instance, an increase in average life span means that the guaranteed pensions must be disbursed for more years. Changes in the
number of deaths and sickness 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, PFA 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 fair 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 include risks in connection with losses where
there is the need to free liquidity quickly to settle obligations, and
losses due to a high concentration of investments in a single issuer, a single type of assets or a limited number of sectors. 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 the
Group’s 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 the risk of 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. 34-37.

Insurance risks constitute the risks of losses in connection with
changes in disability, life expectancy, critical illness and surrender.

The sensitivities towards a number of risk factors are shown below.

Maximum
impact on
collective
bonus potential in
DKK million

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

(649)

1,585

1,333

0

534

(1,856)

(424)

(11)

12 per cent decrease in share prices

(403)

(2,320)

0

(12)

8 per cent decrease of property values

(149)

(791)

0

0

(87)

(312)

0

0

8 per cent loss on counterparties (incl. credit risks)

(1,466)

(2,544)

0

(17)

10 per cent decrease in the mortality rate

(2,248)

(1,347)

(32)

(12)

10 per cent increase in the mortality rate

35

3,225

36

0

10 per cent increase in the disability rate

0

(79)

(21)

0

Minimum
impact on
the capital
base in DKK
million

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 per cent
probability in ten days

Maximum impact
on applied bonus
potential on paidup policy benefits
in DKK million

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 the 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

Supervisory Board
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 affiliated entities)
Board Chairman: PFA Brug Livet Fonden
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
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 · Board member
Joined the Supervisory Board in 2008
Up for election in 2018
Board member: PFA Brug Livet Fonden, the Economic Council of the Labour Movement (ECLM)
Other offices: Member of LO’s General Council and day-to-day management, CO-industri’s Executive Committee and General Council, KTO, OAO, member of the ATP Committee of Representatives

Annual Report

PFA Holding

2014

83

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: Pre-Seed Innovation A/S, Polaris Management A/S,
TTIT A/S and a related subsidiary, NPT A/S
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, Polaris Invest II 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
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 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 School of Marine Engineering
Board member: NMF/Nordiska Maskinbefälsfederation, Seahealth Denmark, the Association for Promotion of Danish Shipping, Akademikernes A-kasse, the Fisheries and Maritime Museum, MDCE (The Maritime
Development Center of Europe), Seapress ApS
Other offices: Den Danske Vedligeholdelsesforening, the Executive Committee
Judge: Expert judge of the Copenhagen Maritime and Commercial Court, Expert judge
of the Danish Western High Court

84

Annual Report

PFA Holding

2014

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 2018
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, Roskilde Mediecenter K/S and A/S
Board member: ATP, LG (the Danish Employees’ Guarantee Fund), DR (the Danish Broadcasting Corporation),
the Danish Media Employers’ Association, Deal.DK 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
Board member: PensionDanmark Holding A/S, PensionDanmark Pensionsforsikringsaktieselskab,
The Novo Nordisk Foundation, Copenhagen Business School (CBS)
Per Niels Tønnesen · Born 1960 · General Secretary, HK Retail and Wholesale Trade
Joined the Supervisory Board in 2013
Up for election in 2017
Vice-Chairman: Foreningen Pension for Funktionærer
Other offices: Member of LO’s General Council
The age limit for board members is 67.
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The Executive Board

Jon Johnsen · Group Executive Vice President and Acting CEO
Board member: PFA Kapitalforening, Letpension A/S, Pensionsinfo,
Bluegarden Holding A/S and a related subsidiary
Anders Damgaard · Group Executive Vice President and CIO
Board Chairman: PFA Asset Management A/S, PFA Kapitalforening, PFA Ejendomme A/S
and four related subsidiaries, PFA Invest International A/S and five related subsidiaries
Lars Ellehave-Andersen · Group Executive Vice President and CCO
Board Chairman: PFA Bank A/S, Mølholm Forsikring A/S
Vice-Chairman: PFA Soraarneq, forsikringsaktieselskab
Board member: Forsikringsakademiet A/S
Other offices: Member of the committee of shareholders of Institutionelle Investorer,
Lån og Spar Bank A/S
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Executive employees

Michael Biermann · Director, IT
Jesper Bjerre · Director, Market
Michael Bruhn · Director, PFA Ejendomme
Dorthe Bundgaard · Director, Legal Department
Jacob Carlsen · Director, Risk Management
Morten Winther Hansen · Director, Knowledge Centre
Peter Hermann · Director, Preventive Measures, Health & Actuarial Department
Morten Jeppesen · Director, Corporate Communications & Public Affairs
Jacob Thuren Jørgensen · Director, Customer & Pension Services
Poul Kobberup · Managing Director, PFA Asset Management A/S
Jesper Langmack · Managing Director, PFA Asset Management A/S
Charlotte Møller · Director, Finance & Corporate Compliance
Peter Ott · Managing Director, PFA Bank A/S
Peter Rosenlind-Nissen · Director, Sales - Advisory Services
Sune Schackenfeldt · Director, Sales – Corporate Customers & Partners
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2100 Copenhagen
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