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Today, we live longer and change jobs more frequently than before. This raises claims for the flexibility
in our society, and it provides new opportunities for PFA’s role towards our customers.
PFA is founded to ensure mobility in the Danish labour market and provide the people in Denmark with
freedom to live the life that they want. We were founded by employers and employees, and our purpose is clear: To help the customers see through present changes and plan life in the future. This is
done through professional advisory services, through active investments of the customers’ savings and
through insuring the customers throughout their lives.
Our owners have waived their dividend entitlement, ensuring that the value that we create goes back to
our customers. This is the core of our business model.
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Preface

2016 was a good year for both PFA and our 1.2

to secure PFA’s future obligations towards its

million customers. Throughout the year, we have

customers.

made an effort to live up to the purpose that
was defined when we were founded by employ-

Increased focus on alternative investments

ers and employees nearly 100 years ago. Also,

When looking at the 2016 return, alternative in-

2016 was the first year of the implementation of

vestments generated a positive return amounting

Strategy2020. The goal is to develop PFA’s posi-

to 12.5 per cent. Considering the low interest

tion as the leading pension company and become

rates and volatile share markets, PFA has con-

the preferred savings partner for our private

tinued expanding its interests in alternative

customers.

investments. PFA has increased competencies
within the area of direct investments in unlist-

The 2016 results show that PFA has met Strate-

ed equities, infrastructure and credit. This has

gy2020’s strategic milestones for the year. Total

increased PFA’s investment capacity and has re-

contributions increased by 10.7 per cent to a re-

sulted in additional direct investments. Among

cord-high amount of DKK 31.8 billion, costs per

other things, PFA has entered into an agreement

insured were reduced by 3.4 per cent, and once

to purchase a number of British solar parks and

again, PFA generated a substantial investment re-

has become part of the circle of owners in Danish

turn amounting to DKK 26.5 billion. PFA is very

Ship Finance A/S.

pleased with this result.
PFA generates money for the customers
Solid returns for the customers

The basis of PFA’s business model is that PFA’s

To be able to give the customers the freedom to

owners have waived a high dividend payout.

live the life that they want, PFA must be among

Therefore, the majority of the profit is distributed

the best to generate a return from the customers’

to the customers. This is through PFA Customer-

pension funds. In general, 2016 has been a tur-

Capital, where customers can deposit 5 per cent

bulent year in the financial markets with political

of their pension contributions as part of PFA’s risk

uncertainties and large fluctuations, but PFA was

capital. Almost as if they were investing in a share.

well-prepared to handle these challenges.

Therefore, it is also fair that the customers who
take this risk receive an extra high return on the 5

Depending on the investment profile and num-

per cent. The total return on Individual Customer-

ber of years to retirement, customers with market

Capital amounted to 20 per cent in 2016.

rate pension plans have received a return of between 6.5 per cent and 8.2 per cent including

Continued customer intake

CustomerCapital. This is a satisfactory return,

In line with Strategy2020, PFA has in 2016 re-

particularly given the inflation in Denmark, which

tained its position as the leading supplier of

is down to 0.3 per cent per year. PFA contin-

pension plans for companies and organisations.

ues to live up to the target of ranking at the top

This is in a market with increased competition.

of the list among our competitors in a 5-year

Throughout the year, we have welcomed 374 new

perspective.

corporate and organisational customers, while 72
exited from PFA. We have strengthened our ef-

4

Average interest rate plans generated a return

forts with small and medium-sized companies, and

amounting to 6.6 per cent. A significant part of

it is therefore particularly satisfactory that we, in

the return in the average interest rate environ-

2016, experienced an increased volume of busi-

ment goes to the underlying customer reserves

ness within these customer groups.
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In 2016, PFA has in addition, carried out an im-

these years. The business volume of Letpension

portant merger with Bankpension. PFA is proud of

continues to grow, and by the end of 2016, the

the result, and it shows that PFA, due to its size,

total assets under management amounted to DKK

can do things that not many others in the industry

6 billion, corresponding to a 50 per cent increase

can. With Bankpension, we welcomed 50 new cor-

compared with the previous year. By the end of

porate customers and 17,000 private customers

2016, Letpension had approximately 350,000 cus-

as well as investment assets amounting to DKK

tomers, of which approximately 28,000 had an

22.9 billion and regular annual deposits amounting

annuity pension.

to DKK 700 million.
Award-winning advisory services
Significant increase in customer funds

and digital solutions

under management

In 2016, PFA was voted Denmark’s leading digital

In 2016, PFA experienced a significant increase

pension company. This is a key area to be in the

in total customer funds under management from

lead of, as digital services and customer platforms

DKK 382 billion to DKK 439 billion. This is highly

become increasingly important for both corporate

satisfactory and underlines PFA’s strong position

and private customers. The customers are used to

within the market for pension plans to companies

that they can do things themselves at a time that

and organisations. Growth can be attributed to

suits them. For this reason, PFA has in 2016 also

increasing net contributions, solid investment re-

had a strong focus on developing digital solutions

turns and the merger with Bankpension.

and products, and, among other things, the customer platform My PFA was updated.

Our private customers’ preferred
savings partner

For the total customer experience, it is likewise

In order to take another step towards becoming

important that you as a PFA customer can receive

our private customers’ preferred savings partner

qualified help from an adviser. Therefore, PFA is

for both available capital and pension funds, PFA

proud that PFA Advisory Services Centre was rated

has strengthened the advisory services for the

best customer service in the pension and insur-

private customer and has increased focus on the

ance industry in 2016. The prize was awarded by

collaboration between PFA Bank and the pension

the Confederation of Danish Industry Service and

business. PFA Bank has gained more customers in

the market research institute Wilke.

2016 and has been a significant factor in increasing the capital under management in the mutual

Improved balance in the sickness and

fund PFA Invest by DKK 3 billion.

accident insurance operations
Throughout 2016, PFA has worked deter-

Letpension on the rise

minedly to further develop the sickness and

The important strategic cooperation with finan-

accident insurance operations. The organisa-

cial institutions on sale of pension and insurance

tion was adapted, insurance plan operations

products has been further developed in 2016.

were strengthened and new products under PFA

This cooperation takes place through Letpension,

Occupational Capacity were introduced. PFA has

which is a shared ownership with a number of fi-

simultaneously focused on ensuring fair pension

nancial institutions. This cooperation was in 2016

plans for the customers, so that they avoid being

expanded to include Sydbank. Letpension offers

over- or underinsured, and so that their needs

PFA better possibilities of sale in the market for

this way are reflected in the price.

private customers, which is experiencing growth
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For a number of years, PFA has experienced chal-

but also strengthens the effort where help has

lenges with increased losses on the sickness and

the largest effect – that is when the first signs of

accident insurance operations. In 2016, PFA fo-

illness appear. It may help the individual to quick-

cused on turning this development around and

ly recover and return to work. For the benefit of

achieving increased profitability. The loss has been

the employee, the company and society.

reduced from DKK 644 million in 2015 to a loss
of DKK 481 million in 2016 as a result of large in-

High employee commitment

vestment returns and a lower net influx of new

PFA’s results are accomplished by employees who

cases. PFA has not yet reached its target, but

want to make a difference for the customers

works determinedly to improve profitability in the

every day. In 2016, we carried out an employee

years to come and has initiated a number of new

satisfaction survey, where almost 93 per cent of

initiatives.

the employees participated. The survey showed
that PFA’s employees enjoy going to work. The

Further development of strategy

total score was 5.8 on a scale of 1 to 7. The ar-

for Strategic Health

eas that are particularly high are engagement,

Work-related illnesses are a serious problem both

pride in work as well as how much colleagues and

for the individual, the companies and society in

teams are valued. Here, the results are between

general. PFA wants to contribute to the solution.

6.0 and 6.4.

Therefore, we have, among other things, in 2016
continued our work with prevention and strate-

With committed employees who determinedly

gic health. Our strategy in this area is based on a

implement Strategy2020, PFA strives to contin-

holistic approach, which means that PFA not only

ue to expand its position as the leading pension

focuses on prevention and insurance cover in the

company and become our private customers’ pre-

event of a reduction of occupational capacity,

ferred savings partner.

Yours sincerely
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Torben Dalby Larsen

Allan Polack

Chairman of the Board of Directors

Group CEO
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2016 in brief

• The implementation of Strategy2020 proceeds according to plan. The 2016 financial results show
that PFA is on the right path with an increase in contributions, a decrease in costs per insured and a
solid return on investments for the customers. In addition, a number of strategic intermediate milestones have been reached, which, among other things, include the merger with Bankpension, new
PFA Occupational Capacity products, a further development of the investment platform as well as an
increased focus on advisory services and sales through PFA Pension and PFA Bank.
• In 2016, total contributions to PFA increased to DKK 31.8 billion, equivalent to a 10.7 per cent increase in comparison with the previous year. Letpension’s share of the total contributions amounted
to DKK 2.8 billion. In 2016, regular contributions to PFA increased to DKK 19.2 billion, equivalent to a
6.6 per cent increase in comparison with the previous year.
• In 2016, the total return on investments amounted to DKK 26.5 billion. Customers with a market rate
plan received a return of between 6.5 and 8.2 per cent including return on CustomerCapital. The total
return on market rate (N2) amounted to 6.5 per cent, while the return on average interest rate (N1)
amounted to 6.6 per cent. In 2016, customers with Individual CustomerCapital received a 20 per cent
return on their Individual CustomerCapital.
• In 2016, the pension business yielded a profit before tax of DKK 1,960 million, while the sickness and
accident insurance area ended with a pre-tax loss of DKK 481 million. The total insurance result thus
ended with a profit before tax of DKK 1,480 million.
• CustomerCapital’s share of the total insurance result in 2016 amounted to DKK 1,291 million, which
reflects PFA’s business model, where as much value as possible is distributed back to the customers.
• The profit before tax for the year amounted to DKK 372 million in 2016 against DKK 239 million in
2015. After tax and the share attributable to minority interests, the result for the year amounted to
DKK 219 million in 2016 against a loss of DKK 574 million in 2015. The 2015 result after tax was affected by impairment of a tax asset.
• Expenses per insured fell from DKK 765 in 2015 to DKK 739 in 2016, while expenses relative to provisions decreased from 0.25 per cent in 2015 to 0.22 per cent in 2016.
• The solvency ratio (Solvency II) for the PFA Group was 137 per cent at year-end 2016, while it was
285 per cent for PFA Pension. This reflects PFA’s strong financial basis. The solvency ratio for PFA
Pension is larger than that of the PFA Group, as only the share of CustomerCapital that covers PFA
Pension’s solvency capital requirements can be included in the Group’s capital base.
• The merger with Bankpension was carried out with effect from 1 October 2016. PFA Pension thus
welcomed 17,000 new customers and investment assets to the amount of DKK 22.9 billion.
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Selected PFA events in 2016

January

companies and includes a survey of more than

PFA’s 2015 return in top

3,000 customers’ experiences of digital solutions,

In 2015, PFA Pension generated a return on market

expert opinions of the solutions and an assess-

rate products between 5.3-12.3 per cent depend-

ment of the companies’ work with digitisation.

ing on the selected investment profile and years to
retirement. This is the best return in the industry

May

in an otherwise difficult year, where a large unrest

PFA has the best customer service in the

in the markets results in significant differences be-

industry

tween top and bottom.

PFA Pension’s customer service is voted best in the
pension and insurance industry. At the same time,

February

PFA is awarded a third place for telephonic cus-

A 13.5 per cent increase in contributions

tomer service sector-wide. The Confederation of

The 2015 annual report shows that PFA has gen-

Danish Industry Service and the market research

erated an investment return to the amount of DKK

institute Wilke are behind the customer service

13.6 billion and an annual profit before tax to the

award named “Kundeservice Award”.

amount of DKK 378 million. At the same time, total contributions increased by 13.5 per cent to DKK

PFA distributes a profit of approximately DKK

28.7 billion, while the influx of new corporate and

1 billion to its customers

organisational customers amounted to 435. On the

PFA Pension distributes DKK 960 million to its

other hand, the sickness and accident insurance

customers by way of return on CustomerCapital,

operations generated a loss of DKK 644 million,

equivalent to an additional interest of 10 per cent.

and PFA continues its initiatives to create a better

This means that the customers receive a total re-

balance.

turn on Individual CustomerCapital amounting to
20 per cent in 2015, where the first 10 per cent

April

were distributed throughout the year. In total, the

New chairman of PFA’s Board of Directors

customers received a return on Individual Customer-

PFA’s Board of Directors elects Torben Dalby Larsen

Capital of DKK 1.9 billion in 2015.

as new chairman. Torben Dalby Larsen is Managing Director and Chief Editor at Sjællandske Medier,

June

and has been Vice-Chairman on the Board of Di-

PFA has the best image in the pension

rectors since 2015. He takes over after Svend

industry

Askær, who has chaired PFA’s Board of Directors

PFA advances 23 positions and gets the best im-

since 1999. At the same time, two new vice-pres-

age in the pension industry. This is the result of

idents are elected: Peter Ibsen and Niels-Ulrik

the study Berlingske Business Guld Image, which

Mousten.

comprises the 1,000 largest companies in Denmark. PFA improves in 8 out of 10 parameters in

PFA wins the award as the digital pension

the study, including management, credibility, finan-

company of the year

cial strength and responsibility.

PFA Pension wins the award as the digital pen-

8

sion company of the year, which is awarded by the

Pension debates at Folkemødet

Danish news media FinansWatch and the market

For the second year in a row, PFA participates in

research institute Wilke. The award is based on a

the Folkemødet in Bornholm - The People’s Polit-

comparison between Denmark’s largest pension

ical Festival, which provides a platform for open
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debates involving politicians, citizens, NGOs and

and 3 per cent on single payments compared with

the corporate sector to meet under informal cir-

the same period in the previous year.

cumstances. At the Folkemødet, PFA encourages
the public participation in debates on subjects

September

that are of particular importance for the pen-

PFA data: The number of people suffering

sion industry such as strategic health, responsible

from stress peaks in September

investments and the interface issues between

The number of stress treatments peaks in Sep-

pension payouts and public benefits. PFA’s tent

tember. This is the result from the approximately

at the Folkemødet is furthermore available to the

200,000 customers with a PFA Health Insurance.

causes that throughout the years have received

PFA has therefore sent out an online customer

money from the foundation PFA Brug Livet Fonden.

newsletter with tips on how to strengthen mental robustness and handle stress. Simultaneously,

July

PFA offers targeted initiatives to corporate and or-

PFA invests in solar parks

ganisational customers about preventive health

PFA concludes a nine-digit investment in three solar

initiatives.

parks in England, which are developed by European Energy. The investment supports PFA’s increased

PFA becomes co-owner in

focus on alternative investments that can generate

Danish Ship Finance A/S

a positive long-term return in a time when the in-

PFA joins forces with PKA and Axcel in investing

terest rate level is historically low. The investment

in Danish Ship Finance A/S at a total cost of DKK

takes part in promoting the green development and

4.25 billion, of which PFA’s investment amounts

is a natural part of PFA’s work with social responsi-

to approximately DKK 2 billion. It is a long-term

bility, which, among other things, is marked by the

investment that fits well with PFA’s portfolio, and

accession to the COP21 agreement in Paris.

which is to create the framework for Danish Ship
Finance to further cement and develop its position

August

in the Danish and international markets.

Establishment of new business unit
to look into new senior services

October

PFA establishes the unit Senior Services with the

PFA completes merger with Bankpension

purpose of developing valuable offers in the form

PFA Pension finalises the merger with Bankpension

of non-financial services for PFA’s senior custom-

and welcomes 17,000 new customers. With the

ers. PFA will for instance look into the possibilities

merger come investment assets amounting to DKK

of establishing networks for seniors, investing in

22.9 billion and regular contributions amounting

developments of senior housing, offering advice

to DKK 700 million per year. The merger supports

about care and health as well as guidance through

PFA’s strong position in the market and provides

the public system.

economies of scale, which will benefit both current
and new customers in PFA.

PFA generates a DKK 21 billion return
in the first half of 2016

November

PFA generates a positive return in all investment pro-

PFA Brug Livet Fonden grants money

files and a total return of DKK 21 billion in the first

to six causes

half of 2016. At the same time, PFA has experienced

PFA Brug Livet Fonden supports six selected caus-

a 7 per cent increase in the regular contributions

es with a total of DKK 175,000. The six causes
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that received support from the foundation are:
Julemærkefonden, Sølund Musik-Festival, Danish
Cystic Fibrosis Association, Børns Voksenvenner,
Immun Defekt Foreningen and Foreningen for Børn
med Handicap – og deres Familier. This is the seventh year in a row that the foundation supports
causes that help others to live life.
December
PFA re-enters organisation for
responsible investments
PFA re-enters the UN-supported organisation PRI
that works to promote responsible investments.
This happens after a constructive dialogue with
the organisation, which now has altered some of
the regulations and management structures that
caused PFA’s exit three years ago. Also during the
period when PFA was not a member of the PRI,
PFA complied with the UN-supported principles for
responsible investments.

10
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Implementation of PFA’s Strategy2020

In 2016, PFA took the first step towards imple-

company, organisation or private customer. For

menting Strategy2020, which was introduced at

instance, PFA does not have a higher cost level

the end of 2015. The purpose of Strategy2020 is

than necessary to deliver its services. Account-

to ensure that PFA in the future continues to live

ability also extends to PFA’s investments, where

up to the purpose that was defined almost 100

the goal is to secure a high, long-term invest-

years ago when we were founded by employers

ment return for its customers, while at the same

and employees. PFA does so by helping the cus-

time taking into consideration human rights, en-

tomers comprehend changes and plan the future.

vironmental issues and internationally recognised

This is done through advisory services on savings

standards. In addition, PFA ensures that custom-

and insurance cover, ensuring that the custom-

ers have the possibility of getting relevant advice

ers’ savings increase as much as possible and

in an easy-to-understand and accessible way.

offering a financial safety net if the customer is
injured or falls ill during the work life. Based on

Strategic targets towards 2020

this, PFA will with the implementation of Strate-

In practice, Strategy2020 is based on a num-

gy2020 become an even more customer-oriented

ber of trends that PFA regularly addresses. The

and efficient company. The ambition is that PFA

low interest rate environment makes it challeng-

expands its position as Denmark’s leading pen-

ing to generate a return from the customers’

sion company and becomes our customers’

savings. A change in consumer behaviour and

preferred savings partner.

an increased competition for private customers’
savings make it even more important to be rele-

PFA’s values

vant to the customers throughout life. Increased

PFA bases all its activities and Strategy2020 on

regulation raises claims for the sector and pro-

three fundamental values:

vides a breeding ground for consolidation. Finally,
the technological development provides oppor-

Professional: PFA is a highly qualified investor

tunities for digitising value propositions for the

and insurance provider. Focus is on maximising

customers and optimisation of the processes.

the customers’ savings in the long term and ensuring financial security for our customers on

Based on these trends, PFA’s primary strategic

their way towards retirement. Our certified advis-

targets are to:

ers’ focus on ensuring that the customers make
the most of their contributions and have an overview of their pension plan.

• consolidate and expand our market position as
the leading pension company
• win the position as our private customers’ pre-

Fair: PFA treats all customers with respect based
on the same fundamental rules. This means that
there is a direct link between what the customer pays and the advice and services provided.
In addition, PFA channels back as much value as
possible to the customers.

ferred long-term savings partner
• further develop the investment area in order
for us to continue to deliver the best long-term
return
• increase efficiency, including focus efforts on
digitisation processes
• build and share the story about our strong

12

Accountable: PFA is accountable to both the

business model and identity, which is the over-

outside world and the private customer – be it a

all framework for PFA’s business operations.
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Implementation of Strategy2020 proceeds
according to plan
Throughout 2016, PFA has focused on implementing Strategy2020. The first intermediate
milestones have been met, among other things,
through the merger with Bankpension, the
awareness of PFA’s bedrock story, the introduction of new PFA Occupational Capacity products
and a further development of the investment
platform. In addition, we have focused on the
long-term targets of developing a new brand
platform, increasing advisory services and sales
through PFA Pension and PFA Bank, automation
of in-house processes as well as new sources
of returns - primarily with a focus on alternative
investments.
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The financial statements in brief

Key figures and financial ratios for the PFA Group
Key financial figures (DKK million)

2016

2015

1,960

1,132

Income statement
Profit/(loss), Pension
Profit/(loss), Sickness and accident insurance

(481)

(644)

Total result on insurance business

1,480

488

Of this CustomerCapital’s share

1,291

393

90

59

Equity’s other income etc., net
Minority interests’ share

93

85

Profit before tax

372

239

Tax

(60)

(729)

Minority interests’ share of the results of the year

(93)

(85)

Profit/(loss) for the year

219

(574)

Total payments

31,818

28,742

Total investment return

26,519

13,616

410,541

356,167

Provisions for claims

4,449

3,834

Equity, PFA Holding

5,302

5,182

28,838

25,803

607,178

545,266

Balance sheet
Total provisions for insurance and investment contracts

CustomerCapital
Total assets

Key ratios
Rate of return related to market rate products
Rate of return in market rate profiles
Rate of return related to average interest rate products
including acc. value adjustment
Expense ratio on provisions
Expenses per insured
Solvency ratio – PFA Group 1)
Solvency ratio – PFA Pension

1)

Return on equity after tax

6.5 %

6.7 %

6.5-8.2 %

5.3-12.3 %

2.2 %

4.1 %

0.22 %

0.25 %

DKK 739

DKK 765

137 %

295 %

285 %

290 %

4.2 %

(9.2) %

1)
The solvency ratio is calculated for the PFA Group and PFA Pension under the Solvency II requirement as at 31 December 2016, whereas it was calculated as the individual solvency need as at 31 December 2015 according to the rules applicable at the balance sheet date.

14
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Performance overview

Profit before tax or loss by business area

Overall, the 2016 result was satisfactory. The in-

DKK million

2016

2015

vestment return amounted to DKK 26.5 billion,

Pension

1,960

1,132

and contributions increased by 10.7 per cent

Sickness and accident insurance

(481)

(644)

compared with 2015. At the same time, costs per

Total result on insurance activities

1,480

488

insured decreased by 3.4 per cent compared with

Of this CustomerCapital’s share

1,291

393

2015 The sickness and accident insurance op-

Outlay – discretionary rebates

(203)

(138)

erations have improved from a loss of DKK 644

Equity - other income, net

293

197

million to a loss of DKK 481 million. The result

Minority interests’ share

reported for sickness and accident insurance op-

Profit before tax

93

85

372

239

erations is not satisfactory.
Profit before tax for the year amounted to DKK

In the pension area, the profit for the year amount-

372 million against DKK 239 million in 2015. Af-

ed to DKK 1,960 million compared to DKK 1,132

ter tax and deductions for the share attributable

million in 2015.

to minority interests, the result for the year was
DKK 219 million against a loss of DKK 574 million

In 2016, it was possible to book full operation-

in 2015. The post-tax result for 2015 was affect-

al risk charge in all interest rate groups as income,

ed by an impairment of a tax asset to the amount

with the exception of interest rate group 4, where

of DKK 624 million.

only part of the operational risk charge has been
booked as income. No amount has been booked as

The result of the year is on par with the expect-

income from the shadow account in 2016.

ed result in the 2015 annual report and has been
affected by several circumstances, including an

The recorded loss on sickness and accident in-

increase in return on investments, the results

surance operations amounted to DKK 481 million

from the sickness and accident insurance oper-

against a loss of DKK 644 million in 2015. The

ations as well as the effect of the new Danish

result was positively affected by an increase in in-

Executive Order on the Presentation of Financial

vestment returns and a decrease in influx of new

Statements. The new Danish Executive Order on

cases. Risk margin has increased and has affect-

the Presentation of Financial Statements was im-

ed the result negatively. The increased risk margin

plemented as at 1 January 2016 and has entailed

takes the registered significant changes in consum-

a reduction in equity of DKK 99 million and Cus-

er behaviour for the last few years into account.

tomerCapital to the amount of DKK 860 million.
The accounting treatment for an outlay from equity
The Board of Directors recommends a dividend

to CustomerCapital, as a result of the financing of

distribution of DKK 50,000 in PFA Holding.

discretionary rebates, was settled with the Danish
Financial Supervisory Authority (the Danish FSA) in
May 2016. This has resulted in retrospective outlays as from 1 January 2016 being recognised in
the income statement. This reduces the pre-tax
result with DKK 203 million in 2016. Outlays will in
the future also be recognised in the income statement. The recognition of outlays in the income
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statement is, for the sake of comparison, adjusted

Regular contributions amounted to DKK 19.2 bil-

to 2015 comparative figures. The increase of the

lion against DKK 18.1 billion in 2015, equal to a

outlay from 2015 to 2016 is a result of increased

6.6 per cent growth.

investment costs as a part of the implementation
of PFA’s investment strategy. The changes resulting

Single payments and transfers increased by DKK

from the settlement with the Danish FSA are de-

1.9 billion to DKK 12.6 billion against DKK 10.7

scribed in the section Accounting Policies.

billion in 2015, equal to a 17.6 per cent increase.

Value creation for customers

Contributions to market rate plans represent-

The majority of the value generated by PFA goes

ed 86 per cent of total contributions. Thus, the

back to the customers by way of a return on their

share of contributions to market rate plans was

savings. This is through:

up 5 percentage points compared to 2015.

• Direct addition to customers’ deposits

Total contributions

• Growth in undistributed reserves

DKK billion

2016

2015

• Return on CustomerCapital

Market rate

CustomerCapital is part of the customers’ total savings in PFA. In 2016, the customers received DKK
1,291 million out of PFA’s insurance results of DKK

27.2

23.3

Average interest rate

2.6

3.7

Sickness and accident
insurance

2.0

1.7

31.8

28.7

Total contributions

1,480 million. To this comes an outlay from equity to the amount of DKK 203 million for the year

Payouts

as well as a return on investments from Custom-

Benefits paid out decreased to DKK 17.2 billion

erCapital amounting to DKK 945 million. In 2016,

in 2016 from DKK 20.0 billion in 2015. This drop

CustomerCapital has in total received DKK 2,439

is primarily a result of the advanced tax payment

million of the result of the year.

on endowment pension plans in 2015. Added to
this, the number of pension plan surrender cases

The total return on customers’ savings in 2016

in 2016 decreased relative to 2015.

amounted to DKK 24.7 billion. The return fluctuates
with market developments in the individual years.

Gross claims paid out from sickness and accident

The table below shows the development over the

insurance increased to DKK 1,355 million from

past years.

DKK 1,215 million in 2015.

Return on customers' funds incl. CustomerCapital
DKK
billion

Total
return

2016

2015

2014

2013

2012

24.7

12.1

43.7

1.2

29.4

The total return on investments was DKK 26.5
billion in 2016.

Investment return per asset group
2016

2015

Listed shares

4.5 %

15.8 %

against DKK 28.7 billion in 2015, equal to a 10.7

Alternative
investments

12.5 %

16.3 %

per cent growth.

Properties

5.4 %

12.6 %

Bonds

5.3 %

2.4 %

Contributions
Total contributions amounted to DKK 31.8 billion
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In 2016, interest rate hedging resulted in a positive

The deposit interest rate for the custom-

return of DKK 5.5 billion, while currency hedging re-

ers with average interest rate plans is 1.5 per

sulted in a negative return of DKK 2.5 billion.

cent per year. Including 5 per cent Individual CustomerCapital and a return on Individual

Investment return, before tax

Market rate

CustomerCapital of 20 per cent per year, this cor-

2016

2015

Average
annual
return
20142016

6.5 %

6.7 %

7.7 %

Average
annual
return
20122016
9.1 %

tax of approximately 2.4 per cent in 2016.
As in 2015, all customers with CustomerCapital
received a 20 per cent interest rate on their In-

Average
interest
rate incl.
acc. value
adjustment

2.2 %

4.1 %

4.1 %

3.9 %

Average
interest rate

6.6 %

2.2 %

8.0 %

6.6 %

Return on
Individual
CustomerCapital

responds to a total return on the deposit before

dividual CustomerCapital in 2016. This applies to
both market rate customers and average interest
rate customers.
Cost development

20.0 %

20.0 %

20.0 %

20.0 %

Total costs of the PFA Group increased from
DKK 1,974 million in 2015 to DKK 2,052 million in
2016, which primarily is a result of higher costs

In 2016, customers with market rate plans (PFA

on investment activities. The increase was ex-

Plus, PFA Invests) received returns of between

pected. Costs of investment activities increase as

6.5 per cent and 8.2 per cent, including a 20 per

a part of the implementation of PFA’s investment

cent return on Individual CustomerCapital per

strategy.

year.
The insurance operating expenses, which are
Return for customers in PFA Plus, PFA Invests 2016
Years to
retirement

30

15

5

-5

Profile D
– high risk

8.2 %

7.6 %

7.2 %

7.1 %

Profile C
– moderate risk

7.8 %

7.3 %

7.0 %

6.9 %

Profile B
– low risk

7.3 %

7.0 %

6.8 %

6.7 %

Profile A
– very low risk

6.8 %

6.7 %

6.6 %

6.5 %

used to calculate key expense ratios, declined to
DKK 846 million, from DKK 856 million in 2015.
This is mainly due to a drop in salary and admin-

The return includes 5 % Individual CustomerCapital and a
return on Individual CustomerCapital of 20 % per year.

Customers with the largest share of high-risk as-

istrative costs, which is in line with the planned
productivity improvements under Strategy2020.
Expenses per insured dropped to DKK 739
against DKK 765 in 2015.

Expense ratio on provisions
Share in per cent

sets received the highest return. The total return

0.35

on market rate products (N2) amounted to 6.5 per

0.30

cent.
The total return for average interest rate prod-

0.25
0.20
0.15
0.10

ucts, adjusted for the changes of the accumulated

0.05

value adjustment of the year, amounted to 2.2 per

0.00

cent in 2016. The total return on average interest

2012

2013

2014

2015

2016

rate products (N1) amounted to 6.6 per cent.
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Expense ratio on provisions was 0.22 per cent,

Life insurance provisions for market rate plans

which is a drop from 0.25 per cent in 2015.

amounted to DKK 187 billion against DKK 138
billion at year-end 2015. Also in 2016, PFA had

Developments in balance sheet items

a standing offer for its customers to move their

The balance sum amounted to DKK 607 billion at

savings from average interest rate plans to mar-

year-end 2016 against DKK 545 billion at year-

ket rate plans, using their share of reserves as a

end 2015. The development is the result of an

transfer allowance. The internal transfers from

increase in provisions for insurance and invest-

average interest rate to market rate amounted to

ment contracts, which in total have increased

DKK 5.1 billion exclusive of transferred funds in

due to contributions, the merger with Bankpen-

connection with the merger with Bankpension.

sion and a high return on investments. Provisions
for insurance and investment contracts amount-

Customers’ total savings in market rate plans

ed to DKK 411 billion against DKK 356 billion at

amounted to 46 per cent of total life insurance

year-end 2015.

provisions for market rate plans and average interest rate plans as at 31 December 2016. Thus,

Debt to credit institutions related to repo trans-

the share of savings in market rate plans in-

actions, pending securities transactions and debt

creased by 7 percentage points compared with

regarding derivatives with a negative market val-

year-end 2015.

ue amounted to DKK 154 billion against DKK 151
billion at year-end 2015.

Life insurance provisions for average interest rate
plans increased to DKK 216 billion compared with

Equity for PFA Holding A/S increased from DKK

DKK 214 billion at year-end 2015. Collective bo-

5.2 billion at year-end 2015 to DKK 5.3 billion at

nus potential amounted to DKK 12 billion against

year-end 2016. In the same period, the Group’s

DKK 10 billion at year-end 2015.

equity decreased from DKK 7.4 billion to DKK
6.9 billion. The drop in the Group’s equity can be

Solvency

attributed to a drop in minority interests’ invest-

Since 1 January 2016, the PFA Group has ap-

ments in PFA Kapitalforening.

plied the Solvency II regulations when calculating
solvency.

Contributions to the amount of DKK 1.4 billion
exclusive of transferred funds in connection with

The capital base in PFA Pension, which makes

the merger with Bankpension have been made

up the majority of the Group’s capital base, pri-

to CustomerCapital. In total, CustomerCapital in-

marily consists of equity and CustomerCapital.

creased by DKK 3.0 billion in 2016 and amounted

The capital base in PFA Pension was increased

to DKK 28.8 billion as at 31 December 2016.

in 2016 mainly due to operational risk charge
from the portfolio of average interest rate plans,

Provisions for insurance and investment

a positive return on investments and from net

contracts

contributions to CustomerCapital. In 2016, the

In the past few years, PFA has experienced a

capital base in PFA Pension was additional-

strong growth within market rate products. This

ly increased by a capital contribution from PFA

trend continued in 2016.

Holding of DKK 360 million and amounts to DKK
33.5 billion as at 31 December 2016.
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The solvency requirement for PFA Pension

Presentation of Financial Statements. No adjust-

amounts to DKK 11.8 billion at year-end 2016

ments of comparative figures have been made in

against DKK 9.9 billion at year-end 2015 and DKK

addition to the new accounting standards. The

9.6 billion at the beginning of 2016. The solvency

changes resulting from the implementation of

ratio for PFA Pension amounts to 285 per cent at

the new Danish Executive Order on the Presenta-

year-end 2016 against 290 per cent at year-end

tion of Financial Statements are described in the

2015 and 293 per cent at the beginning of 2016.

section Accounting Policies.

At year-end 2015, the individual solvency need
was the solvency requirement applicable to PFA

Merger with Bankpension

Pension.

At the general meetings on 9 June 2016 for Bankpension and PFA Pension respectively, a merger

PFA Holding A/S has obtained permission from

between the companies was adopted with PFA as

the Danish FSA to apply an alternative method

the continuing company.

(method 2 based on deductions and aggregations) when calculating solvency for the Group.

The goal of the merger was to secure economies

When using this method, the Group’s solvency

of scale for the benefit of both existing and new

ratio is determined as the difference between

customers with PFA.

the Group companies’ aggregated capital base
and aggregated solvency capital requirements.

The merger was approved by the Danish FSA and

When calculated in accordance with these reg-

entails that Bankpension’s insurance portfolio is

ulations, the Group’s capital base and solvency

included in PFA Pension with financial effect as

requirement as at 31 December 2016 amount to

from 30 September 2016.

DKK 16.5 billion and DKK 12.0 billion respectively, and the Group’s solvency ratio comes to 137

The merger was carried out according to plan,

per cent.

and PFA welcomed 17,000 customers with annual
regular contributions amounting to DKK 700 mil-

Solvency ratio for the Group is lower than the

lion. PFA’s investment assets have at the same

solvency ratio for PFA Pension, as only the part

time increased by DKK 22.9 billion.

of the CustomerCapital that covers PFA Pension’s solvency requirement can be included in
the Group’s capital base under the Solvency II
regulations.
New Executive Order on the Presentation of
Financial Statements
With effect from 1 January 2016, the new Executive Order on Financial Reports for Insurance
Companies and Multi-Employer Occupational Pension Funds (regnskabsbekendtgørelsen) came
into force.
2016 accounts have been calculated in accordance with the new Danish Executive Order on the
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The financial markets

The development in the financial markets in 2016
was characterised by a number of political events.
Particularly Great Britain’s decision to leave the

Development in global shares and 10-year
Euro interest rates
Index

Per cent

160

European Union led to unrest in the markets, but

3.0

150

also the US presidential election, the Italian con-

140

stitution referendum and an increasingly popular

130

aversion to the established political parties in sev-

120

eral countries affected the markets.

110

2.5
2.0
1.5
1.0
0.5

100

At the beginning of the year, weak economic data

90

0.0
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from the USA, China etc. generated a renewed

Apr

Jul

2014
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Jan
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Jul

Oct

Jan

2015
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Oct

2016

fear of global recession. The fear led to large de-

MSCI global share index (DKK), l.a.

clines in equity prices, and in February, the oil

The Eurozone, 10-year government bond interest rate, r.a.

price dropped to the lowest level since 2003,
which, among other things, increased the fear of

Political events increase insecurity

deflation. An easier stance from the large central

In Europe, insecurity about the political situa-

banks, and fiscal stimulus in China stopped this

tion increased after Great Britain in June chose to

development, and during spring, market indica-

leave the European Union. The decision entailed

tors and oil prices started to go up. This helped

significant drops in the European share prices

support a turn in the global equity markets, and

and interest rates, while the price of the British

the positive trends continued throughout the lat-

Pound Sterling was weakened, and growth fore-

ter half of the year.

casts for Great Britain were drastically lowered
for the coming years. Great Britain is a significant

Towards the end of 2016, inflation expecta-

trading partner for several other EU countries,

tions increased as the mood in several countries

and therefore, there is a risk that the British exit

changed in favour of a more expansive fiscal pol-

may result in negative consequences for the rest

icy in 2017, which may supplement the very easy

of the EU. The negotiations about the future

global monetary policy and increase economic

terms of cooperation between Great Britain and

growth. This helped raise the interest rates after

the EU are expected to be initiated in 2017, but

the low levels throughout summer.

the political fronts are already sharply defined
and contribute to create an unstable environ-

Oil price and inflation

ment for investments in the region.

USD/barrel

Inflation, % per year
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refugees have contributed to an increasing scep-
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ticism towards the EU among the voters resulting

2

in a movement away from the established politi-
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cal parties towards more national parties across
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Europe. Seen in isolation, the increased political
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The challenges throughout the last years in the

5

insecurity has decreased the demand for highrisk European assets and has negatively affected
share prices. Towards the end of 2016, European shares showed more positive notes reflecting

stronger growth indicators as well as expecta-

purchase of bonds. In December, the ECB an-

tions about a supply of capital to the ailing Italian

nounced that the low interest rates and the

banking sector.

purchasing of bonds would continue until the end
of 2017, at a minimum, but that the monthly pur-

Revolt against the political establishment also

chase as of April 2017 would be reduced to the

became visible in the USA, where the politi-

pre-March 2016-level. The bond purchasing pro-

cal outsider Donald Trump won the presidential

gramme contributed to lowering the interest rate

election. So far, Trump’s focus on tax reliefs and

on bonds and loans in the banks, which is for the

investments in infrastructure overshadowed

benefit of both government finances as well as

statements from the election campaign regard-

corporate and household borrowing.

ing free trade and immigration that may result in
lower potential growth. This has particularly been

Modest signs of rising inflation in the USA

positive for US equities and the US dollar and has

In the USA, growth was relatively weak during the

led to rising interest rates towards the end of the

first half of 2016, and throughout the first three

year.

quarters of 2016, GDP increased by approximately 1.5 per cent compared with the same period

Moderate upturn in Europe

in the previous year. The activity level howev-

In the Eurozone, the economy increased at a

er increased in the second half of 2016. Growth

moderate but stable pace. In the first three quar-

was to a large extent driven by consumer spend-

ters of the year, the gross domestic product

ing, while investments were more muted. In the

(GDP) increased by approximately 1.7 per cent

labour market, the robust progress in employ-

relative to the same period in the previous year.

ment continued, even though the number of new

Germany continues to constitute a solid foun-

positions decreased slightly in comparison with

dation for European growth, while other large

2015, and unemployment dropped to 4.7 per

countries such as France and Italy are below

cent in December. This way, the labour market

average.

came closer to its capacity limit, as demonstrated by an increased pressure on wages. The wage

Progress in the Eurozone was to a larger degree

growth rate was however still moderate and in

carried by the domestic demand than in compar-

accordance with the inflation target for the US

ison with previous year, while export contributed

Federal Reserve (the Fed), which waited until the

with a modest share. A more relaxed fiscal policy

end of the year to increase the interest rate by

in several countries, including Germany, a broadly

0.25 percentage points up to 0.75 per cent.

based progress in the labour markets as well as
historically low interest rates and growing loans

Increasing growth in the Danish economy

helped support private consumption. The upturn

The activity levels in the Danish economy in-

has however only resulted in a limited increase in

creased moderately throughout 2016. The most

investments among European companies, which

substantial drivers were private consumption and

continue with a cautious view on the future.

residential investments, which were supported
by increasing employment, rising housing pric-

The inflation expectations were still somewhat

es in the largest cities, low interest rates and an

lower than the objectives of the European Cen-

increase in real wages as a result of the low infla-

tral Bank (ECB). To stimulate the economy, the

tion. Private spending remained cautious, which

ECB eased its monetary policy further in March

lead to a decline in the consumption ratio and an

through lowered interest rates and an increased

increase in the wealth ratio throughout the year.
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The contribution from exports was moderate, as

Despite the stabilisation, investments in emerg-

increased goods exports were in part compen-

ing markets continue to be risky. A substantial

sated by a decline in energy export and a decline

slow-down in China risks severely affecting the

in maritime freight due to the weakness in world

other emerging economies. The same would be

trade.

the case if Donald Trump realises the previously
mentioned restrictions on trade with the rest of

Progress in Emerging markets

the world. The price of investments in Emerging

After several years with declining growth,

Markets are however relatively attractive and are

weakened currencies and increasing inflation,

supported by positive structural growth.

development turned in 2016 for several of the
commodity producing countries, including Brazil
and Russia. The deficits on the balance of payments were largely settled, the central banks
were able to gradually lower the interest rates
and the countries appeared more competitive
than previously. At the same time, China managed to stabilise growth at a relatively high level
after a long period of substantial relaxation in
the fiscal, monetary and credit policies.
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Investment return

In 2016, PFA generated a positive investment

portfolio of Danish bonds amounted to 4.7 per

return of DKK 26.5 billion. The investment re-

cent. The holding of Danish mortgage credit

turn can primarily be ascribed to a solid return

bonds is PFA’s largest portfolio of securities.

on bonds due to falling interest rates and a reduction of credit spreads. Particularly corporate

Large differences in returns on shares

bonds, Danish government bonds and Danish

In 2016, the return on listed shares amounted

mortgage credit bonds helped improve the re-

to 4.5 per cent, which is significantly lower than

turn. In total, traditional shares listed on the

the previous year, and included large fluctuations

stock exchange generated an overall positive re-

across markets. The highest return generat-

turn, but with large differences across markets.

ed was from Emerging Markets shares (12.2 per

Unlisted investments also contributed positive-

cent) and from North American shares (11.6 per

ly, which, among other things, is due to a high

cent). On the other hand, Danish shares yielded

return on alternative investments. The return on

a negative return of 5.0 per cent. PFA reduced its

properties furthermore contributed positively. In-

portfolio of Danish shares significantly towards

terest rate hedging also generated a significant

the end of 2015 and thus entered into 2016 with

positive return in 2016, while hedging of currency

a substantially lower exposure than in previous

risk generated a negative return.

years. European shares generated a small positive return in light of Brexit and concerns for the

High return on corporate bonds

banking sector.

PFA’s portfolio of corporate bonds generated a
12.3 per cent return in 2016 supported by the

High returns on alternative investments

High-Yield bonds in particular. At the beginning

In 2016, alternative investments generated a to-

of the year, there was a significant uncertainty

tal return of 12.5 per cent, which exceeds the

about High-Yield bonds, as low oil prices pres-

returns on most share and bond markets. With-

sured the energy sector, and weak key figures

in alternative investments, both private equity

resulted in a fear of recession in the US economy.

and credit have generated solid, positive returns,

However, the combination of high credit spreads,

especially within direct investments, where the

relaxed monetary policies, rising oil prices and

listing of DONG Energy in June contributed signif-

an improved news flow attracted buyers, which

icantly. In addition, the equity and bond markets

meant that PFA’s High-Yield bond portfolio gen-

have been relatively open towards refinancing,

erated a 16.0 per cent return for the year.

acquisitions and IPOs. This has resulted in a positive development in the value of the portfolio

Emerging Markets bonds were supported by im-

and has at the same time led to substantial re-

proved financial prospects for several of the large

payments to PFA after divestments of the mature

commodity producing countries, which led to a

underlying investments.

12.3 per cent return. Investment Grade bonds
also benefited from the increased demand for

Considering the low interest rates and volatile

corporate bonds and yielded 10.7 per cent.

equity markets, the ambitions within alternative investments were raised. During 2016, PFA’s

Danish government bonds and index-linked

alternative investment team added competenc-

bonds also generated quite good returns in 2016.

es within direct investments to unlisted equity,

The same applies to Danish mortgage credit

infrastructure and credit. This has increased the

bonds, where foreign investors took part in in-

investment capacity within alternative invest-

creasing demands. In total, the return on PFA’s

ments and has resulted in an increased number
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of direct investments, including, as announced in

the return between the profiles. The total return

2016, the decision to purchase a number of Brit-

on market rate products (N2) amounted to 6.5

ish solar parks and Danish Ship Finance A/S.

per cent in 2016.

PFA assesses that there are favourable possibilities within unlisted investments, and with the
additional employees, there is capacity to capitalise in this area. However, strong competition
within these types of investments continues,
which necessitates a highly structured and selective approach to the market. A large part of the
past year has been used to build the organisation
and the processes that support PFA’s work with

Return for customers in PFA Plus, PFA Invests 2016
Years to
retirement

30

15

5

-5

Profile D
– high risk

8.2 %

7.6 %

7.2 %

7.1 %

Profile C
– moderate risk

7.8 %

7.3 %

7.0 %

6.9 %

Profile B
– low risk

7.3 %

7.0 %

6.8 %

6.7 %

Profile A
– very low risk

6.8 %

6.7 %

6.6 %

6.5 %

alternative investments.

The return includes 5 % Individual CustomerCapital and a return
on Individual CustomerCapital of 20 % per year.

Moderate return on properties

In the last five years, PFA has in total delivered a re-

PFA is exposed against properties globally, and

turn in the market rate environment that ensures a

the return on PFA’s property investments amount-

continued top rating among our competitors.

ed to 5.4 per cent in 2016. The Danish property
market experienced a record-high level of transac-

Attractive return on average interest rate

tions, which positively affected property values. In

products

the rest of Europe, returns were more moderate

Customers with average interest rate plans re-

and characterised by the continued prospect of

ceived a total return (N1) of 6.6 per cent, which is

a very moderate economic growth. The result of

level with the market rate returns. The favourable

the Brexit vote, affected the British property mar-

return is a result of strong returns on bonds and

ket very negatively for a short period, but during

interest rate hedging. As for the average inter-

autumn, the market began to recover noticeably.

est rate plans, the purpose of bonds and interest

By the end of the year, the largest negative effect

rate hedging is to hedge the insurance obligations

on the returns was the development of the British

against declining interest rates as seen in 2016.

Pound Sterling. The US property market generated

The hedging of currency risk contributed negative-

positive and stable returns that however not quite

ly, while alternative investments and properties

were on par with the 2015 level. In Asia, the prop-

contributed to a moderately positive return.

erty market took a positive turn as fear of a hard
landing in China declined.

Interest rate groups 1-4 yielded investment returns of between 6.4 per cent and 7.5 per cent.

Satisfactory returns on market rate products
Customers with market rate plans (PFA Plus) received a return on their savings ranging between
6.5 per cent and 8.2 per cent (before tax and

Interest rate
group

including the return on Individual CustomerCapital) depending on the customer’s time horizon
and selected investment profile. Customers with
the largest share of high-risk assets received the
highest returns, albeit a modest difference on

24

Return and deposit interest rate in
PFA’s interest rate groups 2016

P FA H o l d i n g

Annual Repor t

2016

Return

Deposit
interest rate*

1

6.4 %

2.4 %

2

7.4 %

2.4 %

3

7.5 %

2.4 %

4

6.4 %

2.4 %

*) The deposit interest rate includes 5 % Individual CustomerCapital and a return on Individual CustomerCapital of 20 % per year.

From return to deposit interest rate in PFA Pension
Interest rate group 1
Individual
Customers’ deposits CustomerCapital
Investment return for customers

6.4 %

Collective pension yield tax

(0.5 %)

Operational risk charge allocable to equity and CustomerCapital

(0.5 %)

3.0 %

3.4 %

-

Results from other activities

3.0 %

Transfer allowance

(1.0 %)

-

Change in value of insurance liabilities

(3.1 %)

-

Transfer from customers’ unallocated bonus reserves/Collective CustomerCapital

0.2 %

Deposit interest rate before tax/interest rate on Individual CustomerCapital

1.5 %

Deposit interest rate before tax, including 5 % Individual CustomerCapital

10.6 %
20.0 %
2.4 %

The above table shows the relation between the

half among Danish mutual funds by the analy-

investment return and the deposit interest add-

sis institute Morningstar at the end of 2016 – a

ed to average interest rate plans for customers

ranking that analyses the return for the last

in interest rate group 1. The return on invest-

three years. At the same time, the mixed fund

ments amounted to 6.4 per cent in interest rate

PFA Invest Balance B has been rated with five

group 1 and exceeded the deposit interest rate.

stars by Morningstar, which means that the fund

A large part of the difference was used to ensure

is among the top 10 per cent among comparable

the value of the insurance obligations against the

funds throughout Europe by risk-adjusted re-

lower interest rate level. Customers transferring

turn after expenses. The two other mixed funds

to PFA Plus qualified for a share of the reserves in

(A and C) have not yet received a rating, as the

the form of a transfer allowance.

funds must have existed for more than three
years before rating is possible.

The investment return and operational risk
charge etc. in CustomerCapital amounted to 9.4

In 2016, 7 out of 8 funds from PFA Invest, which

per cent in total in 2016. The 20 per cent in-

have existed throughout 2016, generated posi-

terest rate on Individual CustomerCapital was

tive returns of between 3.0 per cent and 8.1 per

therefore due to a transfer from Collective Cus-

cent, while one fund generated a negative return

tomerCapital of 10.6 per cent. This is in line with

of 0.6 per cent. The mixed funds Balance A, Bal-

the agreement with the Danish FSA on the aim

ance B and Balance C generated positive returns

of Collective CustomerCapital being to transfer it

of 5.2 per cent, 5.4 per cent and 4.9 per cent

to Individual CustomerCapital over a number of

respectively.

years.
Two funds with bonds were closed down in 2016
Savings products targeting available funds

and replaced by the fund Mellemlange Obliga-

The mutual fund Investeringsforeningen PFA In-

tioner (medium-term bonds). A fund with US

vest, which for instance offers funds for the

Stabile Aktier (US equity – stable return) and

placement of available funds and is distributed

Udenlandske Statsobligationer (Foreign Govern-

by PFA Bank, has delivered strong returns over a

ment Bonds) was established.

number of years. PFA Invest is ranked in the top
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An overview of PFA Invest’s returns can be found

the results of the screenings in order to decide

at pfainvest.dk/afdelinger (in Danish only).

whether PFA itself should initiate a dialogue with
a company, initiate other actions or trust that

Responsible investments

the company’s dialogue with GES will result in a

In 2016, PFA has updated the policy for respon-

sound initiative towards compliance with PFA’s

sible investments and the terms of reference for

policy for responsible investments.

PFA’s Responsible Investment Board (RI Board),
which monitors and prioritises the implementa-

In 2016, GES assessed 235 cases that indicat-

tion of PFA’s policy for responsible investments.

ed violation of the policy among companies in
PFA’s portfolio and entered into dialogue with 91

The updated policy continues to be based on

companies in PFA’s portfolio. 7 cases with con-

compliance with international UN conventions

firmed violation of the policy have been solved,

and principles, including the six UN-supported

as the companies changed their practices. In

principles for responsible investments, the PRI,

addition, PFA has throughout the year focused

and the Ten Principles of the UN Global Compact.

on following up with direct dialogues with 13

As something new, an obligation to not invest in

companies, where there was a need for clarifica-

companies that work against the COP21 agree-

tion of whether they complied with PFA’s policy.

ment on global reduction of greenhouse gasses,

The subjects of the dialogues are described at

which was signed in Paris in 2015, has been add-

english.pfa.dk/responsible-investments, where

ed. Furthermore, the work on implementing the

updates about progresses in the dialogues also

UN Guiding Principles on business and human

can be found.

rights in the investment and screening processes continues.

PFA screens and analyses countries in accordance
with own guidelines for responsible invest-

At the end of 2016, PFA re-entered the inter-

ments in government bonds. PFA does not enter

national organisation PRI, which monitors the

into engagement dialogues with countries, as

implementation of the UN-supported principles

this is considered to be a foreign policy issue.

for responsible investments. This is after a con-

At the end of 2016, PFA invested in government

structive dialogue with the organisation, which

bonds in 96 countries. The list of countries in

now has altered some of the regulations and

which PFA has invested as well as a list of ex-

management structures that caused PFA’s exit

cluded countries are available at english.pfa.dk/

three years ago. During the period when PFA was

responsible-investments.

not part of the PRI, PFA supported and complied
with the UN-supported principles for responsible

Read more about responsible investments and

investments.

active ownership at english.pfa.dk/about-pfa
and in PFA’s CR report, available at

Active ownership

english.pfa.dk/cr-report2016.

PFA collaborates with the company Global Engagement Services (GES), who on behalf of PFA
screens and enters into dialogue with companies regarding compliance with the international
conventions that PFA’s policy for responsible investments is based on. PFA regularly assesses
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Market situation

After years with limited mobility, the market for

small- and medium-sized companies has similar-

corporate pensions in 2016 has gained more

ly been strengthened, which has resulted in 374

momentum. Many corporate and organisation-

new corporate and organisational customers,

al customers have throughout the past few years

while only 72 have chosen to leave PFA. Total con-

switched from average interest rate to market

tributions to PFA increased from DKK 28.7 billion

rate, which makes it easier to change pension

in 2015 to DKK 31.8 billion in 2016, which corre-

supplier. Therefore, more and more companies

sponds to a 10.7 per cent increase. PFA works to

and organisations test the market when their

develop new products and service offerings on an

agreement with their pension company is up for

ongoing basis in order to match the needs of the

renegotiation. This means that PFA participates

small- and medium-sized companies best possible.

in an additional number of tenders, but also that
the competition for PFA’s own customers has

In addition to the new corporate and organ-

increased.

isational customers, PFA has merged with
Bankpension. With the merger, PFA welcomes

The market for private customers is similarly

approximately 50 new corporate customers and

undergoing rapid changes and is, among oth-

17,000 new private customers from the financial

er things, characterised by a steep increase in

sector.

pension funds that no longer are tied to a corporate agreement. PFA’s strategic target is to

Sydbank has entered into the Letpension

become the private customers’ preferred long-

collaboration

term savings partner. For this reason focus has,

PFA collaborates with financial institutions re-

throughout the past year, been on optimising the

garding the sale of PFA’s pension products.

collaboration between PFA Bank and the pension

The business partnership regarding Letpen-

business by further developing savings offers,

sion is considered very important strategically,

digital solutions and advisory services on man-

as it offers PFA the possibility of selling pen-

agement of available assets.

sion products directly to the private market,
which experiences a rapid growth these years.

In addition, focus has especially been on retain-

The cooperation takes place through the com-

ing customers with savings who no longer are

pany Letpension, which is jointly owned by PFA

part of a corporate agreement. These efforts

and a number of financial institutions, includ-

will continue in 2017, as management of private

ing Jyske Bank A/S, Ringkjøbing Landbobank A/S

funds is a significant part of PFA’s total value

and Spar Nord Bank A/S. In 2016, Sydbank A/S,

proposition and supports the benefits of being a

Denmark’s fourth largest bank, joined the Let-

customer in an independent company with own-

pension collaboration. At the same time, PFA has

ers who have waived a large dividend.

strengthened the focus on the development of
Letpension’s product and service offers, and the

Strong position among corporate and

goal is to offer the customers in Letpension ac-

organisational customers

cess to one of the best pension and insurance

In 2016, PFA has extended agreements with a

solutions on the market. The foundation of the

number of PFA’s largest customers and has there-

customer experience is a combination of pension

by retained the position as the preferred pension

savings and insurance cover that is simple and

supplier to Denmark’s largest corporate and or-

up-to-date, providing the customers with a good

ganisational customers. The sales effort towards

overview.
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The business volume of Letpension continued to

investment products through pricing in the mutu-

increase in 2016. Total contributions increased by

al fund PFA Invest. In addition, PFA Bank does not

44 per cent to DKK 2.8 billion, and assets under

charge brokerage and fees on securities when

management increased by 50 per cent to DKK 6

purchasing and selling the bank’s investment

billion.

products.

PFA wants to be our customers’ preferred

Knowledge and referral to the bank is made

long-term savings partner

through advisory services, and therefore, PFA has

PFA is a commercial pension company with a

throughout the past year focused on strength-

business model where customer value is the

ening the collaboration between the pension

guiding principle. Customer value is first and

business and PFA Bank regarding advisory servic-

foremost about advising and optimising the cus-

es on the bank’s products and services as well as

tomers’ accumulated savings. PFA wants to offer

establishing contact to potential customers.

relevant feedback and guidance on the customers’ way through life, enabling PFA to strengthen

PFA works determinedly to develop the offers

and retain the customer relationship and manage

for private customers and thus strengthen the

as much of the customers’ funds as possible.

position in a rapidly growing market. In these
years, more people in Denmark want advice and

PFA focuses on the long-term return, as pen-

guidance on how to invest their available funds

sion is about long-term savings. The target of

instead of, for instance, depositing their money

our strategy is to give our customers the high-

in an account with no interest. In 2016, PFA Bank

est return in the industry seen over a 5-year

has therefore introduced a high-interest account

period. The total funds under management have

as alternative to regular bank accounts, which

increased from DKK 382 billion at year-end 2015

is to play a part in positioning PFA as a place for

to DKK 439 billion at year-end 2016. This shows

both pension and other long-term savings.

that the pension customers trust that PFA can
generate attractive investment returns.

Increased focus on holistic advisory services
PFA’s ambition about being the private custom-

PFA also offers management of available funds

ers’ preferred savings partner when it comes to

through PFA Bank. PFA’s pension plan customers

long-term savings has furthermore resulted in an

form the customer base of the bank. The philos-

increased focus on holistic advisory services, in-

ophy of PFA Bank is the same as for the rest of

cluding offering the customers advice on saving

PFA. It is all about making use of PFA’s economies

and dissaving. This means even larger demands

of scale, professional asset management and in-

on the advisers, who now must initiate a closer

dependence to maximise value creation for the

dialogue with customers about their overall fi-

customers through low costs, transparent prod-

nancial situation and expectations to retirement.

ucts and reliable risk-adjusted returns.

In 2016, PFA has therefore continued the roll-out
of the new holistic advisory services concept,

28

In PFA Bank, the customers have, among other

which was introduced at the end of 2015. We

things, access to balanced investment products

have developed our digital advisory services tools

that are similar to those known from the invest-

and optimised the usage of advisory resources to

ment profiles in PFA Plus. The goal is to be 20

ensure that the customers to an even larger ex-

per cent cheaper than the rest of the market for

tent are offered a face-to-face consultation, an
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online consultation or a telephone consultation

award-winning tool Pension Estimator, which by

based on the private customer’s current situation

means of a single figure can provide the custom-

and needs.

ers with an indication of how large a percentage
of their current income they can expect to have

In 2016, PFA has conducted 65,151 pension con-

at their disposal in retirement.

sultations. PFA Advisory Services Centre has in
addition received 208,618 calls, where the cus-

Improvements to My PFA

tomers on average have waited less than two

In 2016, My PFA has, among other things,

minutes to talk to an adviser. PFA Advisory Ser-

been redesigned and optimised with additional

vices Centre had a 94.5 per cent response rate

self-service options that make it possible for the

and a satisfactory score of 8.9 by telephone and

customers to adjust their pension plan on the ba-

8.1 by e-mail on a scale of 1-10. Due to the good

sis of PFA’s recommendations. While it has been

results, PFA Advisory Services Centre was in 2016

possible for the customers to change investment

awarded best customer service in the pension

profile through self-service for a long time, in

and insurance industry. The prize is awarded by

2016, it also became possible to adjust contribu-

the Confederation of Danish Industry Service and

tions and insurance cover.

the consultancy and analytics firm Wilke.
In addition, PFA has in 2016 further developed
In addition, 4,586 customers have accepted the

the two tools, the savings plan and the pay-

offer of participating in PFA Courses, which typ-

out plan, which were introduced in 2015 to help

ically takes one day. The courses look into the

the customers plan their saving and dissaving.

legal and financial aspects about pension plans

The two tools will, along with the other features

as well as the personal considerations when pre-

of My PFA, help the customers make decisions

paring for retirement.

about their pension, but also work as a co-service tool during the pension consultation, where

Denmark’s leading digital pension company

the customer and pension adviser can go through

The technological development transforms the

and adjust the plan together.

entire financial sector, and future customers expect to be in control to a much larger degree.

In 2016, more than 1.1 million log-ins were reg-

This naturally also applies to the pension area,

istered at My PFA compared with approximately

and therefore, PFA has upgraded significant-

790,000 log-ins in 2015. At the same time, the

ly in the digital area. In 2016, this resulted in

number of customers receiving advice through

PFA being awarded best digital pension compa-

online consultations has increased significantly,

ny of the year by the news media FinansWatch

now accounting for 16 per cent of the consulta-

and the consultancy and analytics firm Wilke.

tions. During online consultations, the customer

The prize was awarded to PFA for the develop-

and the adviser use their computers or tablets to

ment of the ambitious digital customer universe

access My PFA, so that they together can adjust

My PFA, where the customer can follow and get

the customer’s pension plan despite not being in

an overview of their pension plan 24 hours a day.

the same location.

The customers furthermore have easy access to
a number of recommendations and user-friendly
tools that help assess their situation and adjust their pension plan. This is for instance PFA’s

P FA H o l d i n g

Annual Repor t

2016

29

Savings and insurance cover

In 2009, PFA introduced the market rate product

PFA’s offer to collect their pension plans in PFA

PFA Plus. With PFA Plus, it is easy for the custom-

Plus. In 2016, DKK 5.1 billion has been trans-

ers to match their need for security with their

ferred from the average interest rate to PFA Plus,

return expectations, and they can, on an ongo-

of this, approximately DKK 1.3 billion in transfer

ing basis, follow the development of their savings

allowances.

at My PFA. At My PFA, the customer can furthermore get help to select the right investment

Savings as at 31
December 2016

profile. In all investment profiles, the risk is grad-

Regular
payments 2016

Amount
in DKK
billion*

Share
in per
cent

Amount
in DKK
billion

Share
in per
cent

Average
interest rate

215.7

54

2.5

14

Market rate

186.6

46

14.8

86

Total

402.3

100

17.3

100

ually reduced as retirement age approaches and
the need for security increases.
In general, PFA recommends the customers to
save up in the market rate environment, as it
is estimated that this in the long term provides
most flexibility and the best return possibilities. Therefore, PFA has, throughout the last few

* Life insurance provisions

years, helped corporate and organisational customers change their corporate pension plans

Even though most customers make contributions

from traditional average interest rate plans to

to PFA Plus today, a large part of the customers’

the market rate product, PFA Plus. At the same

savings is still placed in the average interest rate

time, PFA has, as one of the only companies in

environment for historical reasons. Therefore,

the industry, consistently offered private cus-

PFA has in 2016 worked to maintain, update and

tomers the possibility of bringing the value of

integrate the underlying systems, ensuring that

their guarantees and the share of collective re-

PFA’s average interest rate customers receive the

serves when transferring their savings from the

same satisfactory customer experience and over-

average interest rate environment to the market

view at My PFA.

rate environment. This is made by way of a transfer allowance, which is added to the savings.

Savings solutions for available

The transfer to a market rate plan can be done

funds in PFA Bank

through self-service at My PFA. Here, the custom-

PFA also offers management of the customers’

ers can also receive advice and recommendations

available funds through PFA Bank. The main part

that will help them through the process and en-

of PFA Bank’s activities is through advisory ser-

sure that they are well-prepared when making

vices on PFA Kapitalforening and the mutual fund

their decision.

PFA Invest. This has contributed to an increase
of assets in PFA Invest of 70 per cent from DKK

30

In 2016, a total of 31 corporate and organisation-

4.3 billion at year-end 2015 to DKK 7.3 billion at

al customers chose to transfer from the average

year-end 2016. In particular, the mixed funds from

interest rate environment to the market rate en-

PFA Invest Balance A, B and C have contributed to

vironment in PFA Plus. This means that today, 91

the progress, and they have all had an increase

per cent of all PFA’s corporate and organisation-

of capital of more than 50 per cent during the

al customers with five or more employees have

year. Furthermore, PFA Bank introduced in 2016 a

a PFA Plus corporate pension plan. At the same

high-interest account for customers with large de-

time, 9,300 private customers have agreed to

posits held in the bank.
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Insurance cover
5%

The insurance area is an important part of PFA’s
total values offered to the customers, and it
comprises a wide spectrum of products, including

7%

12 %

30 %

insurance cover in the event of critical illness and
reduction in the occupational capacity as well as
health insurance that, in the event of illness, help

20 %
26 %

the customers to a quick diagnosis and treatment. The insurance area includes active claims
handling and strategic health solutions for corporate and organisational customers that want to
strengthen their employees’ mental and physical
health.

Mental illnesses
Musculoskeletal disorders
Cancerous diseases
Circulatory diseases

In 2016, PFA prepared a revised strategy for the

Nerve diseases

insurance area, which is to strengthen the ef-

Other

forts throughout the entire sickness period,
resulting in fewer long-term sickness periods for
the benefit of the individual employee, employer

The rules of offsetting of public benefits have

and society as a whole.

been altered, and to avoid large fluctuations in a
potential payout, PFA has introduced a new PFA

PFA Occupational Capacity and Critical Illness

Occupational Capacity product, which provides

Approximately 334,000 customers are covered

the possibility of an increased payout during

by PFA Critical Illness, and approximately 538,000

public job rehabilitation and job assessment pro-

are covered by PFA Occupational Capacity, which

grammes. At the same time, the new product is

provides financial help and security in the event

more flexible and has a better balance between

of serious illness and reduced occupational ca-

price and cover. In 2016, a large part of the

pacity respectively. In 2016, approximately 1,600

corporate and organisational customers have se-

customers received one or more payouts from

lected the PFA Occupational Capacity product.

PFA Critical Illness, and approximately 1,300 customers were awarded regular payouts from PFA

During the past few years, PFA has generated a

Occupational Capacity. Awards of regular payouts

loss on the sickness and accident insurance op-

from PFA Occupational Capacity in 2016 are dis-

erations, which primarily is a result of increased

tributed in the following way:

payouts from PFA Occupational Capacity. In 2016,
PFA focused on reversing the trend and has,
among other things, introduced new insurance
acceptance rules and administrative procedures
to strengthen insurance operations. The new PFA
Occupational Capacity products will in addition
help ensuring that the customers are not over- or
underinsured. The loss on the sickness and accident insurance operations has been reduced
from DKK 644 million in 2015 to DKK 481 million
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in 2016 as a result of an improved investment re-

As in previous years, all figures in the financial

turn on provisions and a decreased net influx of

statement showing customer volume, customer

new claims. PFA expects that the sickness and

enquiries and payouts from insurance products

accident insurance operations will be further im-

are exclusive of Mølholm Forsikring A/S.

proved in the coming years based on the new
Strategic Health

initiatives.

PFA adopts a holistic effort in the work with
PFA has an increased focus on active claims han-

health and offers, in addition to insurance cover,

dling, where we perform a coordinated effort

also specific health measures to corporate and

to help employees with health issues return to

organisational customers. The purpose of the

work. Throughout the year, we have helped 63

efforts is to strengthen the employees’ men-

employees back to work. In addition, we have

tal and physical health and this way, increase job

initiated special programmes for employees suf-

satisfaction and productivity as well as reduce

fering from stress, which help the employees

sickness absence.

re-enter the labour market.
Since 2013, PFA has carried out extensive online
Health insurance plans

health screenings among the staff of the cor-

Today, approximately 300,000 customers have

porate and organisational customers. Based on

one or more of PFA’s health insurance plans: PFA

evidence from research, PFA’s own knowledge

Preventive Care, PFA Diagnosis and PFA Health

and data about its corporate and organisation-

Insurance. Approximately 25 per cent of PFA’s

al customers, PFA has developed solutions that

customers with a PFA Health Insurance have re-

help boost engagement, productivity and job sat-

ceived help through this insurance cover in the

isfaction among the customers. The objective is

past year, and approximately 85 per cent of all

to ensure a permanent effect and change. The

calls regarding the health insurance receive an

results of more than 150 actions carried out in

immediate settlement that quickly helps the cus-

2016 documents an average improvement of em-

tomer to treatment.

ployees’ engagement of 38 per cent, an increase
in productivity of 22 per cent and an increase in

Every day, PFA Health Centre helps approximate-

job satisfaction of 36 per cent.

ly 900 customers over the telephone. Customer
satisfaction is high with a score of 9 out of 10

In 2016, PFA has, on the basis of data from the

possible to the question of whether PFA was ac-

health screenings, experienced challenges among

commodating towards the customer during the

its corporate customers and saw, in general, an

conversation.

increased interest within stress prevention, such
as developing new solutions for mental health,

Treatments by physiotherapists and chiroprac-

stress and sleep. In November 2016, PFA there-

tors make up the majority of the claims from PFA

fore launched, in collaboration with an external

Health Insurance, but during recent years, there

partner, an e-learning programme that focuses

has been an increase in mental disorders, in par-

on organisational stress prevention and in-

ticular stress, which since 2014 has increased by

creased mental health.

17 per cent and represented between 5 and 6

32

per cent of the total payouts from PFA Health In-

PFA is in a continuous dialogue with our corpo-

surance in 2016.

rate and organisational customers to ensure
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optimal usage of insurance and health solutions,

can help promote job satisfaction and boost en-

and in 2016, PFA arranged the PFA Health Forum

gagement. In addition, cases from companies

on Unlimited Worklife. The conference offered

who have collaborated with PFA on strategic

expert presentations on how you as an employer

health initiatives were presented.
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Business operations

A central element of PFA’s business model is to

PFA works with digitisation and automatisa-

generate – and channel back – most value pos-

tion of processes on an ongoing basis to ensure

sible to the customers and to ensure that the

that the customers receive an efficient service

expenses for supplying our products and servic-

adjusted to their needs in their various contact

es are at a minimum. In Strategy2020, PFA has

points with PFA and to ensure that they experi-

therefore worked with optimisation in relation to

ence an optimal interaction between self-service

simplifying and digitising products, systems and

and advisory services. To increase efficiency,

processes.

efforts are being made to improve the daily production capacity. In 2016, PFA has successfully

Focus on cost efficiency

implemented changes to systems and processes

In recent years, PFA has implemented efficiency

that have improved productivity, just as a digital

initiatives and gained benefits from economies

transformation programme has been initiated

of scale, which have contributed to the custom-

with the purpose of increasing self-service pos-

ers’ funds under management having increased

sibilities at My PFA. The digital transformation

at a relatively faster pace than expenses. Since

programme will improve the customer expe-

2011, customer funds under management have

rience, ensure faster case administration and

increased from index 100 to 155 in 2016, while

increase productivity.

expenses only increased from index 100 to 117
in the same period. The efficiency initiatives are,

PFA has been adjusting its business on a

among other things a result of optimisation of

regular basis and has benefited from the ad-

processes and digitisation. As a part of Strate-

vantages of improved IT systems, simpler

gy2020, PFA makes considerable investments in

administrative processes and new products.

a number of new initiatives concerning improve-

The increased efficiency has resulted in PFA

ments for customers as well as optimisations

in February reducing its number of employees

that will contribute to increasing cost efficiency

by 63 to ensure continued cost efficiency in a

in the coming years.

market exposed to competition. In 2016, PFA
furthermore carried out a number of structural initiatives to reduce cost levels. This includes

Development in customer funds and costs

PFA’s consolidation of the IT operations with

Index

one supplier. PFA has also implemented and

160

intensified the procurement strategy and up-

150

graded the procurement area.

140
130

The efficiency improvements are also driven by

120

the fact that an additional number of customers

110

select the market rate product PFA Plus instead

100

of average interest rate products. The market rate product PFA Plus is being managed on a

90

modern technological platform with a high de-

80
2011

2012

2013

2014

Customer assets under management

2015

2016

Expenses

gree of automation and short process times. As
in previous years, a number of customers chose
to move from a traditional average interest rate
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plan to the market rate plan PFA Plus in 2016.
Overall, the number of customers with PFA Plus
increased by 22 per cent to just over 642,000 at
year-end 2016.
Implementation of legal requirements may
become a competitive parameter
The regulatory framework for the pension industry is undergoing significant changes these days
with additional national and international legal
requirements. PFA is focused on ensuring timely
adaption of future legal requirements.
On a national level, a potential pension reform
would affect the framework for the industry
through an increased retirement age and an increased incentive for pension savings. On an
international level, we will see an extensive increase in requirements from the EU, where new
directives (AML, MIFID II and Insurance Distribution Directive) and the new General Data
Protection Regulation take effect in the coming
years. Compliance with the increased legal requirements, including changes and specifications
for implementation of the Solvency II regulations,
makes comprehensive demands on the change of
working procedures and IT systems and will in the
coming years result in significant use of resources in PFA. PFA sees the more stringent statutory
requirements as a possibility to optimise the
existing procedures and processes. The implementation of the new statutory requirements
will therefore be implemented as development
projects with the purpose of not only ensuring
compliance with statutory requirements, but also
optimising the company and improving the customer experience.
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Capital structure and solvency

PFA has a substantial capital base, which ensures

Under the previous regulations, the solvency ra-

that PFA can live up to the customers’ guaran-

tio in relation to the individual solvency need

teed benefits and fulfil other obligations.

amounted to 290 per cent as at 31 December
2015, while the solvency ratio under Solvency II

Transition to Solvency II

as at 1 January 2016 amounted to 293 per cent.

Solvency II came into effect on 1 January 2016.

PFA Holding A/S has at the transition to Solven-

The transition to the new regulations has result-

cy II obtained permission from the Danish FSA to

ed in a number of changes to the principles of for

apply an alternative method (method 2 based on

instance calculation of life insurance provisions

deductions and aggregations) when calculating

and solvency capital requirements.

the solvency ratio for the Group. When using this
method, the Group’s solvency ratio is determined

The discount curve for calculating the market val-

as the difference between the Group companies’

ue of liabilities was changed upon transition to

aggregated capital base and aggregated solvency

Solvency II. PFA Pension has applied, and received

capital requirements.

approval from the Danish FSA, for using the yield
curve with volatility adjustments to calculate pro-

Under the previous regulations, the Group’s sol-

visions. Viewed in isolation, the transition to the

vency ratio in relation to the individual solvency

new discount curve involved a relaxation of the

needs amounted to 295 per cent as at 31 Decem-

solvency requirement.

ber 2015, while the solvency ratio under Solvency
II as at 1 January 2016 amounted to 130 per

With the new regulations, the new term prof-

cent. The decrease is purely due to the changed

it margin was introduced. The term expresses

regulations.

a capitalised value of expected future profit for
the owners of the company. Previously, the profit

The Group’s solvency ratio is thus lower than

margin was implicitly recognised in the life insur-

the solvency ratio for PFA Pension under the

ance provisions. Under the new rules, the profit

Solvency II regulations. This is due to the fact

margin is shown separately in the balance sheet

that CustomerCapital is fully recognised in PFA

and attributed to the capital base in the solven-

Pension’s capital base, while only the part of Cus-

cy statement.

tomerCapital that covers PFA Pension’s solvency
requirement can be included in the Group’s capi-

Under the Solvency II regulations, it is possible to

tal base under the Solvency II regulations.

apply a transitional scheme for equity stress, allowing the company to apply lower equity stress

Stronger capital base in 2016

to shares acquired before 1 January 2016. The

The capital base in PFA Pension, which makes up

reduced equity stress amounts to 22 per cent,

the majority of the Group’s capital base, primarily

which is a reduction compared to the previous

consists of equity and CustomerCapital.

regulations. PFA Pension applies the transitional

The figures below show the development in the

scheme to equity stress.

period from 1 January 2016 to 31 December
2016.

In total, the transition to Solvency II resulted in
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In 2016, CustomerCapital increased by DKK 3.9
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P FA H o l d i n g

Annual Repor t

2016

The PFA Group, Financial strength
The PFA Group

PFA Pension

End-2016

Beginning of
year 2016

End-2016

Beginning of
year 2016

Capital base of subsidiaries

39.4

33.6

-

-

Capital base not applied on group
level

22.9

20.8

-

-

Capital base

16.5

12.8

33.5

28.1

Solvency capital requirement

12.0

9.8

11.8

9.6

Excess solvency

4.5

3.0

21.8

18.5

Solvency ratio (per cent)

137

130

285

293

DKK billion

2016. Equity increased by DKK 0.5 billion to DKK

capital requirement, but the model is adjusted

4.8 billion at year-end 2016. The increase in the

using a partial internal model for calculating the

capital base for PFA Pension in 2016 can primarily

longevity risk.

be attributed to the operational risk charge from
the portfolio of average interest rate plans, pos-

Risk monitoring

itive investment returns and net contributions to

The Board of Directors of the individual subsid-

CustomerCapital.

iaries has determined the overall targets and
relevant operational risk frameworks relative to

In 2016, equity for PFA Holding increased by DKK

solvency. The PFA Group lived up to the deter-

0.2 billion to DKK 5.3 billion at year-end 2016.

mined targets and had a sufficient capital base to
cover the solvency capital requirement through-

Solvency

out 2016.

The Group’s solvency capital requirement
amounts to DKK 12.0 billion at year-end 2016

On a daily basis, PFA monitors the customers’

against DKK 9.8 billion at the beginning of 2016.

reserves and the excess coverage of the capital

Solvency ratio for the Group amounts to 137 per

base relative to the solvency capital require-

cent at year-end 2016 against 130 per cent at

ment. Developments in these figures over time

the beginning of 2016.

are reported to the Board of Directors and the
day-to-day management team. Ongoing inter-

The solvency capital requirement in PFA Pension

nal stress tests are carried out and reported to

constitutes the majority of the Group’s solvency

ensure that the company is sufficiently well capi-

capital requirement. The solvency capital re-

talised to cover the solvency capital requirement

quirement for PFA Pension amounts to DKK 11.8

in the event of substantial losses on share and

billion at year-end 2016 against DKK 9.6 billion

credit exposures combined with major fluctua-

at the beginning of 2016, and the solvency ra-

tions in the interest rate level.

tio amounts to 285 per cent at year-end 2016
against 293 per cent at the beginning of 2016.

Please refer to note 34 in the financial state-

The methodology used by PFA Pension is the

ments for a description of the Group’s risk

standard approach for calculation of the solvency

management.
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Management and organisation

PFA provides pension and insurance products to

Strategy2020 that provides a detailed description

1.2 million customers and is thus entrusted with

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

the task of providing financial security for many

tomer base, distribution, key activities, etc. The

people in Denmark. This is why PFA bases its

business model focuses on value creation and

business on the trust of its customers, employ-

the risks associated with PFA’s activities.

ees and society at large, and in this connection,
the integrity of our company is an important

An overview of the Group’s legal structure and

presumption.

units can be found in the section Group Structure
on page 93 of this report.

Trust and integrity are of the primary concern of
all PFA staff members. This means that PFA is to

Annual General Meeting of shareholders and

run its business in a fair and responsible manner

the Board of Directors

towards its employees, customers and the socie-

PFA’s highest authority is the general meeting of

ty as a whole. PFA acts in compliance with Danish

shareholders, and the ordinary Annual General

legislation, industrial standards and the interna-

Meeting (AGM) is held every year before the end

tional principles on corporate responsibility and

of April. The AGM elects the Board of Directors,

sustainability under which PFA has chosen to run

which manages the company’s affairs.

its operations. PFA’s work on corporate responsibility is covered in the 2016 CR Report, which can

The PFA Pension Board of Directors and the PFA

be found at english.pfa.dk/cr-report2016.

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

PFA’s actions originate from the strategy, business needs and internal values.

AGM, and 5 members elected by employees. Nine
board meetings were held in 2016 plus the annual strategy seminar.

PFA’s business model
PFA was founded by employers and employees,

The Board of Directors’ duty is to oversee the

and our purpose is clear: To help the customers

company’s business activities and ensure that

see through present changes and plan future life.

the company is run responsibly and in compli-

Therefore, the owners chose to renounce the

ance with statutory provisions and the Articles

majority of the financial returns, ensuring that as

of Association. The Board of Directors appoints

much as possible of PFA’s profit was distributed

and dismisses the company’s Executive Man-

to the customers. This continues to be the case

agement, Chief Actuary and Internal Auditor. In

today, where customers receive a part of PFA’s

consultation with the Executive Management, the

profit through their contributions to Customer-

Board of Directors decides the company’s daily

Capital. In addition to this, PFA generates value

operations and performance. At selected ordi-

for its customers through professional advisory

nary directors’ meetings, the Board of Directors

services, flexible insurance plans and active in-

receives a report on the company’s operations,

vestment of the savings, which make use of PFA’s

financial statements, investments, capital and

professional investment expertise and economies

risk issues and technical accounts.

of scale to generate favourable risk-adjusted returns at low costs.

The members of the Board of Directors are elected for four years at a time, and retiring members

In 2016, the Board of Directors adopted an
updated business model in compliance with
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are eligible for re-election.

Chairmanship

The Audit and Investment Committee must

The chairmanship consists of the Chairman and

throughout the year monitor the overall appli-

the two Vice-Chairmen of the Board of Directors,

cation of the investment and operational risk

who, together with the Executive Management,

framework in the investment area, including the

prepare the Board of Directors’ meetings.

effect on solvency, discuss special areas in terms
of investment, discuss investment approaches

As at 31 December 2016, the chairmanship con-

ahead of board meetings, ensure regular fol-

sists of:

low-up on previously approved investments as
well as ensure that PFA employs satisfactory risk

• Torben Dalby Larsen, Chairman

management processes and reporting in the in-

• Peter Ibsen, Vice-Chairman

vestment area.

• Niels-Ulrik Mousten, Vice-Chairman
PFA’s Audit and Investment Committee had five
The Audit and Investment Committee and

meetings in 2016, of which one solely was an

the Group Audit Committee

Investment Committee meeting. Internal and ex-

As at 31 December 2016, PFA’s Audit and Invest-

ternal audit participated in the four audit and

ment Committee and the Group Audit Committee

investment committee meetings.

consist of four members from the Board of
Directors:

PFA Holding’s Group Audit Committee was established in June 2015. One of its tasks is to serve

• Jens Due Olsen, Chairman

as a monitoring function pursuant to the financial

• Karsten Dybvad

reporting process at Group level and to oversee

• Lasse Grønbech

that the Group’s internal control systems and risk

• Niels-Ulrik Mousten

management systems function effectively and
are dealt with at Group level.

The Audit and Investment Committee was originally established as an audit committee in 2009.

In 2016, PFA’s Group Audit Committee held four

In 2016, it was, on the basis of the general in-

meetings, and both the internal and external au-

crease in complexity and significance of asset

ditors participated in all meetings.

management of PFA Pension’s customer funds,
decided to set up an investment committee in

Remuneration Committee

PFA Pension. The investment committee was

PFA has developed a business model that focuses

combined with the former audit committee in PFA

on creating value for the customers. To achieve

Pension, which thus changed name to the Audit

this, efforts are directed at obtaining the maxi-

and Investment Committee.

mum investment return and keeping direct and
indirect expenses at a minimum, thus generating

The Audit and Investment Committee’s responsi-

maximum value to customers.

bilities include monitoring the financial reporting
process and the statutory audit of the financial

Remuneration throughout the PFA Group’s com-

statements as well as overseeing the efficiency

panies is based on the principles of fairness and

of the company’s internal controls, internal audit

proper conduct. Employees are remunerated with

and risk management systems. Furthermore, the

due regard to PFA’s objective of generating max-

Audit and Investment Committee must monitor

imum value for its customers, both in the short

and control the auditors’ independence.

and long term. Accordingly, salaries are not to
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include incentives that could induce staff mem-

On behalf of the Board of Directors, the Remu-

bers to assume unnecessary risks.

neration Committee carries out the preliminary
work in connection with determining a sala-

At the same time, the PFA Group wishes to en-

ry policy, including submitting the salary policy

sure competitive remuneration throughout the

and Executive Management’s remuneration to

organisation to match the value generated. Re-

the Board of Directors for approval. In its pre-

muneration should conform to the market and be

liminary work, the Committee is attentive to the

fixed in consideration of PFA’s desire to be able

company’s long-term interests. Furthermore,

to attract and retain qualified employees at all

the committee may perform other tasks that

times. Together with other employment terms,

might impact the committee’s ability to assess

remuneration should reflect the customers’ and

remuneration.

the company’s interests and promote the longterm objective of creating value for customers

The Remuneration Committee reports to the

as well as promoting sound and efficient risk

Board of Directors on a regular basis and held

management.

eight meetings in 2016.

As at 31 December 2016, PFA’s Remuneration

For information about remuneration issues,

Committee consists of four members of the

please refer to the 2016 remuneration report,

Board of Directors, one of whom has been elect-

which will be published in April 2017 and can be

ed by the employees:

found at pfa.dk/afloenningsrapport2016 (only
available in Danish).

• Torben Dalby Larsen, Chairman
• Mette Risom
• Laurits Rønn
• Per Tønnesen

40

P FA H o l d i n g

Annual Repor t

2016

Directors’ and commitee meetings in PFA Holding and PFA Pension in 2016
Directors’ meetings
Members of the Board of Directors
Torben Dalby Larsen

Participation
(Chairman as at 28 April 2016)

9

Peter Ibsen
Niels-Ulrik Mousten

8
(Elected as at 28 April 2016)

6

Svend Askær

9

Lars Christoffersen

9

Karsten Dybvad

5

Gita Grüning

(Retired as at 28 April 2016)

2

Lasse Grønbech

(Elected as at 28 April 2016)

6

Charlotte Dahlstrøm Hovgaard

9

Thomas P. Jensen

(Retired as at 30 November 2016)

8

Per Jørgensen

(Retired as at 28 April 2016)

3

Jens Due Olsen
Ebbe Poulsen

8
(Entered as at 1 December 2016)

1

Mette Risom

9

Laurits Rønn

8

Hanne Sneholm
Lone E. Engberg Thomsen

9
(Elected as at 28 April 2016)

5

Per Tønnesen

6

Number of meetings

9

Chairmanship meetings
Members of the Board of Directors

Participation

Svend Askær

(Retired as at 28 April 2016)

4

Peter Ibsen

(Elected as at 28 April 2016)

4

Torben Dalby Larsen

(Chairman as at 28 April 2016)

9

Niels-Ulrik Mousten

(Elected as at 28 April 2016)

5

Jens Due Olsen

(Retired as at 28 April 2016)

4

Number of meetings

9

Audit and Investment Committee meetings
Members of the Board of Directors

Participation

Karsten Dybvad

3

Lasse Grønbech

(Elected as at 28 April 2016)

4

Per Jørgensen

(Retired as at 28 April 2016)

1

Niels-Ulrik Mousten

(Elected as at 28 April 2016)

4

Jens Due Olsen

5

Number of meetings

5
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Group Audit Committee meetings
Members of the Board of Directors

Participation

Karsten Dybvad

2

Lasse Grønbech

(Elected as at 28 April 2016)

3

Per Jørgensen

(Retired as at 28 April 2016)

1

Niels-Ulrik Mousten

(Elected as at 28 April 2016)

3

Jens Due Olsen

4

Number of meetings

4

Remuneration Committee meetings
Members of the Board of Directors

Participation

Svend Askær

(Retired as at 28 April 2016)

3

Torben Dalby Larsen

(Chairman as at 28 April 2016)

5

Jens Due Olsen

(Retired as at 28 April 2016)

2

Mette Risom

8

Laurits Rønn

8

Per Tønnesen

(Elected as at 28 April 2016)

Number of meetings

4
8

Executive Management

The Customer Board held four meetings in 2016,

PFA’s Executive Management consists of four per-

during which it discussed pension policy is-

sons: Allan Polack, Group CEO, Anders Damgaard,

sues, new products and services. The Board was

Group CFO, Jon Johnsen, Group COO, and Mads

briefed about the company’s progress as well as

Kaagaard, Group CCO.

new pension rules and terms and conditions.

The directorships of the Board of Directors

Anchoring the new strategy

and the Executive Management

In 2015, PFA developed a new strategy, Strat-

A list of the directorships of the Board of Di-

egy2020, covering the next 5-year period. The

rectors and Executive Management is shown on

strategy sets out a number of strategic objec-

page 96 in this Report.

tives for PFA organised into five key areas, each
having its own goals. The key areas are: identity,

Customer Board

corporate and organisational customers, private

PFA has set up a Customer Board with up to 75

customers, investment and productivity.

key decision-makers from our largest corporate
and organisational customers. Chairman of the

The key areas are broken down into overall tar-

Customer Board is Per Jørgensen, Chairman of

gets (KPIs). The KPIs are followed up on quarterly,

the Danish Engineers’ Association.

so that the Board of Directors and Executive
Management, plus executive staff members and

The Customer Board serves as a liaison between

other employee’s get information on how well

customers and PFA’s Management and ensures

PFA performs.

close relations with our customers.
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The KPIs are also incorporated into bonus mod-

at management level. In addition, a statement

els, and bonuses are thus dependent on PFA’s

on this subject can be found at english.pfa.dk/

overall performance.

responsible-corporate-culture.

Together with the overall goals, a development

A breakdown by gender for PFA’s executive levels

plan has been made for each key area, stating

is as follows for 2016: 48 per cent female man-

the central initiatives that are to be implement-

agers, 37 per cent female senior managers and

ed to make it possible to adhere to the strategy.

22 per cent female representation among vice

Structured work with the development plans is in

presidents.

progress with ongoing reporting and adjustments
depending on needs and momentum.

The organisation
Staff turnover measured over the year for all

PFA’s Executive Management communicates the

types of staff exits was 14.6 per cent against

overall strategic course up to 2020. Executives

11.6 per cent in 2015. The turnover rate for staff

and employees are briefed on a regular basis

members who chose to resign was 9 per cent. In

through the intranet and at dialogue meetings

total, PFA took on 189 new employees in 2016

on the status for overall goals and development

against 150 in 2015. The average number of full-

plans. In addition, PFA’s management system

time employees at PFA was 1,276 in 2016 against

and the ongoing processing of strategic develop-

1,299 in 2015.

ments will ultimately cause the policy to be firmly
rooted at all of PFA’s organisational levels.

The whistle-blower scheme
PFA’s whistle-blower scheme is intended to pro-

Target for female representation at

vide an extra option for uncovering illegal or

management level

irresponsible actions that violate PFA’s set of

PFA has set targets for the so-called underrep-

values or Code of Conduct, and to improve the

resented gender on the management team – in

employees’ opportunity to bring attention to ob-

practice, this means the share of women – and

jectionable activities.

adopted a policy to increase the share of women
at all levels of management.

Employees may report cases or pass on information about violation of the law, unethical conduct

The Board of Directors and the executive levels

or human rights violations.

with few participants are perceptible to occasional changes. PFA’s focus is on attracting qualified

The cases may be reported confidentially or

female candidates for both seats on the Board of

anonymously to the Chairman of the Audit and

Directors and management positions in gener-

Investment Committee and a Compliance Officer,

al, and, over time, attaining the envisaged target

who will examine the issues in further detail and

figures.

report to the Audit and Investment Committee.

The work on gender diversity is described in

The scheme was launched and implemented in

PFA’s CR Report, which also contains a state-

2012. A whistle-blower portal was launched in

ment of compliance with the PFA Group’s targets

2014, offering electronic reporting. No reports

and policy for the underrepresented gender

were filed in 2016.
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2017 outlook

Expectation of moderate growth in the

In PFA, advisory services go hand in hand with

pension market

digital self- and co-service solutions at My PFA,

The moderate growth in the market for pen-

which therefore also will be further developed in

sion contributions in the past years is expected

2017. This will, for instance, take place by the use

to continue in 2017. The development means

of the new private financial planning and simu-

that keen competition continues in the market

lation tools that support PFA’s holistic advisory

for corporate and organisational pension plans

services and ambition about being our custom-

as well as increased competition for the em-

ers’ preferred savings partner for long-term

ployees’ savings in the event of job change and

savings.

retirement.
In 2017, PFA will continue strengthening inOverall, PFA expects a moderately positive

vestments with, among other things, initiatives

growth in contributions in 2017, primarily driven

within unlisted investments. In the long term,

by salary increases and the development in em-

this will contribute to generating solid returns

ployment. PFA furthermore expects an increased

and increase the customers’ future purchasing

activity on transfers of savings between pension

power at a time when the general interest rate

providers.

level is historically low.

The development in pension contributions has

New insurance and preventive health

previously proved sensitive towards changes in

solutions

the pension system and tax incentives to pension

PFA has experienced movements in the market

savings. Throughout the past years, there has

in 2016, and we expect that the competition will

similarly been an increased focus on the complex

be further intensified in 2017, when many corpo-

interface between public benefits and private

rate and organisational customers, both in and

pension plans. Significant changes to the pen-

outside PFA, put their pension agreements out

sion system, limitation of incentives for saving

to tender. At the same time, increased regulation

up as well as an increased focus on the interface

and focus on compliance will strengthen the con-

problems can in the long term result in a negative

solidation tendencies in the industry.

effect on contributions.
In 2017, focus will continue to be significant on
Implementing Strategy2020

return and financial value creation. PFA has tradi-

In 2017, the private customers will begin to feel

tionally a good performance in this area, and we

the effects of the implementation of Strate-

will continue optimising within both investments

gy2020. Private customers will be met by new

and productivity. In addition, the customers in-

savings products, and senior customers will be

creasingly request new and innovative solutions

offered new products to help them optimise the

within strategic health, and therefore, PFA is,

financial situation in their senior life. The new

among other things, developing new analysis and

products will form the basis for the further devel-

advisory tools that can help the customers iden-

opment of PFA’s advisory services that will have

tify the potential for preventive health initiatives

an increased focus on scenario planning, which

within a wide variety of areas such as physical

covers the customers’ total financial situation

health, mental health, diet, sleep and lifestyle.

and financial latitude.
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For corporate and organisational customers, it is

operational risk charge can be recognised as in-

furthermore important that their employees or

come on the portfolio of average interest rate

members automatically receive information and

plans and initiatives for improvement of sickness

targeted recommendations that help them use

and accident insurance results. PFA’s solvency ra-

their pension plan. Therefore, PFA will in 2017,

tio is expected to remain at a high level.

among other things, launch a new digital onboarding process. The purpose is to ensure that
new customers more easily can adjust their pension plan when becoming a PFA-customer and
that the customers sign up for the PFA Customer Programme to regularly be informed about
relevant matters regarding their pension plan.
In addition, PFA will continue developing My PFA
with new tools and guides that increase commitment and equip customers to make decisions
about their insurance cover and future savings.
Investment climate in 2017
PFA expects a slight increase in global growth in
2017 supported by a more expansive fiscal policy
in a number of countries along with a growth in
Emerging Markets. It is expected that the US Federal Reserve (the Fed) gradually will increase the
interest rate, while most other countries want to
retain a very relaxed monetary course. The tendency towards gradually increased bond interest
rates can be supported by the fact that the European Central Bank will reduce the amount of
bonds that it will purchase later this year.
The share markets are expected to, on one side,
be supported by the prospect of a slightly higher
growth, but, on the other side, meet unfavourable conditions from the tendency towards higher
interest rates. For the year as a whole, PFA expects a positive investment return with high-risk
assets yielding higher returns than bonds.
Results for the year
The 2017 pre-tax result is expected to be at a
lower level than in 2016. The result will depend
on developments in the financial markets, developments in longevity, and thus whether a full
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Events after the
balance sheet date

In January 2017, Mølholm Forsikring A/S was sold,
and the sale is expected to be finalised in Q1
2017. Proceeds from the sale are similarly recognised in Q1 2017.
In management’s opinion, no other events that
significantly impacted the company’s financial
position have occurred from 31 December 2016
until the signing of the financial statements.
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5-year summary

Key figures (DKK million)

2012

2013

2014

2015

2016

21,464

24,773

23,820

27,001

29,837

Insurance benefits

(14,694)

(16,608)

(22,037)

(20,041)

(17,159)

Investment return

31,144

2,439

46,082

13,616

26,519

(854)

(926)

(860)

(856)

(846)

25

1

54

101

100

446

216

914

699

560

99

57

(196)

(644)

(481)

Profit before tax

922

359

1,216

239

372

Profit/(loss) for the year

383

215

470

(574)

219

315,069

324,213

363,683

356,167

410,541

6,101

6,249

7,394

7,440

6,944

18,969

20,668

24,469

25,803

28,838

450,976

553,602

552,258

545,266

607,178

Yield related to average interest rate products

10.6 %

(1.4) %

15.6 %

2.2 %

6.6 %

Yield related to market rate products

12.6 %

9.6 %

10.0 %

6.7 %

6.5 %

-

-

-

4.25

4.25

0.31 %

0.31 %

0.27 %

0.25 %

0.22 %

812

852

779

765

739

6.8 %

3.6 %

7.5 %

(9.2) %

4.2 %

14.9 %

4.9 %

17.1 %

2.2 %

9.3 %

210 %

240 %

278 %

308 %

137 %

211 %

234 %

274 %

302 %

285 %

Income statement
Premiums

Total insurance operating expenses
Profit on ceded business
Technical result
Technical result of sickness and accident insurance

Balance sheet
Total provisions for insurance and investment contracts
Total equity
CustomerCapital
Total assets

Financial ratios (in per cent)

Risk on yield related to market rate products
Expense ratio on provisions
Expenses per insured (in DKK)
Return on equity after tax

1)

Return on CustomerCapital, which receives return like equity
Solvency ratio - PFA Group (Unaudited)

2-3)

Solvency ratio - PFA Pension (Unaudited) 2-3)

1)

1) T
 he Danish Financial Supervisory Authority’s enforcement order does not change the contribution (allocation of profit or loss), for which reason yield and return ratios
have not been affected for the period 2012-2014. For 2015, the income statement has been adjusted according to the description in the accounting policies, and the
return ratios have been adjusted to this.
2) T
 he solvency ratio is calculated for the PFA Group and PFA Pension under the Solvency II requirement as at 31 December 2016, whereas it was calculated as the
individual solvency need (Solvency I) for the years 2012-2015 according to the rules applicable at the balance sheet day.
3) T he financial ratio Solvency ratio is exempt from the requirement for audit cf. the Executive Order No. 937 of 27 July 2015 on Financial Reports for Insurance Companies
and Multi-Employer Occupational Pension Funds and has thus not been audited.
4) The key figures and financial ratios 2012-2015 have not been adjusted to the new Danish Executive Order on the Presentation of Financial Statements.
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Management’s statement on the financial statements

We have today presented the Annual Report of

Parent Company’s assets, liabilities, financial po-

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

sition and results.

31 December 2016.

In our opinion, the Management’s Review gives
a fair presentation of the development in the

The consolidated financial statements and the

Group’s and Parent Company’s activities and

parent company’s financial statements have been

financial position as well as a description of ma-

presented in accordance with the Danish Finan-

terial risks and elements of uncertainty that may

cial Business Act.

affect the Group and the Parent Company.

We consider the consolidated financial state-

We recommend that the Annual Report be ap-

ments of the Group and the Parent Company to

proved by the Annual General Meeting of

give a true and fair view of the Group’s and the

shareholders.

Copenhagen, 9 February 2017

Executive Management:
Allan Polack

Anders Damgaard

Jon Johnsen

Mads Kaagaard

Group CEO

Group CFO

Group COO

Group CCO

Torben Dalby Larsen

Peter Ibsen

Niels-Ulrik Mousten

Chairman

Vice-Chairman

Vice-Chairman

Svend Askær

Lars Christoffersen

Karsten Dybvad

Lasse Grønbech

Charlotte Dahlstrøm

Jens Due Olsen

Ebbe Poulsen

Mette Risom

Hanne Sneholm

Lone E. Engberg

Per Niels Tønnesen

Board of Directors:

Hovgaard

Laurits Kruse Rønn

Thomsen
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Independent auditor’s report

To the shareholders of PFA Holding A/S

Management’s responsibilities for the con-

Opinion

solidated financial statements and the

We have audited the consolidated financial

parent financial statements

statements and the parent financial statements

Management is responsible for the preparation of

of PFA Holding A/S for the financial year 1 Jan-

consolidated financial statements and parent fi-

uary to 31 December 2016, which comprise the

nancial statements that give a true and fair view

income statement, statement of comprehensive

in accordance with the Danish Financial Business

income, balance sheet, statement of changes in

Act, and for such internal control as Management

equity and notes, including a summary of signif-

determines is necessary to enable the preparation

icant accounting policies, for the Group and the

of consolidated financial statements and parent

Parent. The consolidated financial statements

financial statements that are free from material

and the parent financial statements are pre-

misstatement, whether due to fraud or error.

pared in accordance with the Danish Financial
Business Act.

In preparing the consolidated financial statements and the parent financial statements,

In our opinion, the consolidated financial state-

Management is responsible for assessing the

ments and the parent financial statements give a

Group’s and the Parent’s ability to continue as a

true and fair view of the financial position of the

going concern, for disclosing, as applicable, mat-

Group and the Parent at 31 December 2016 and

ters related to going concern, and for using the

of results of their operations for the financial

going concern basis of accounting in the prepara-

year 1 January to 31 December 2016 in accord-

tion of the consolidated financial statements and

ance with the Danish Financial Business Act.

the parent financial statements unless Management either intends to liquidate the Group or the

Basis for opinion

Entity or to cease operations, or has no realistic

We conducted our audit in accordance with In-

alternative but to do so.

ternational Standards on Auditing (ISAs) and
additional requirements applicable in Den-

Auditor’s responsibilities for the audit of the

mark. Our responsibilities under those standards

consolidated financial statements and the

and requirements are further described in the

parent financial statements

Auditor’s responsibilities for the audit of the

Our objectives are to obtain reasonable assur-

consolidated financial statements and the par-

ance about whether the consolidated financial

ent financial statements section of this auditor’s

statements and the parent financial statements

report. We are independent of the Group in

as a whole are free from material misstatement,

accordance with the International Ethics Stand-

whether due to fraud or error, and to issue an

ards Board of Accountants’ Code of Ethics for

auditor’s report that includes our opinion. Rea-

Professional Accountants (IESBA Code) and the

sonable assurance is a high level of assurance,

additional requirements applicable in Denmark,

but is not a guarantee that an audit conduct-

and we have fulfilled our other ethical respon-

ed in accordance with ISAs and the additional

sibilities in accordance with these requirements.

requirements applicable in Denmark will al-

We believe that the audit evidence we have ob-

ways detect a material misstatement when it

tained is sufficient and appropriate to provide a

exists. Misstatements can arise from fraud or

basis for our opinion.

error and are considered material if, individually or in the aggregate, they could reasonably be
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expected to influence the economic decisions of

a going concern. If we conclude that a materi-

users taken on the basis of these consolidated

al uncertainty exists, we are required to draw

financial statements and these parent financial

attention in our auditor’s report to the related

statements.

disclosures in the consolidated financial statements and the parent financial statements or,

As part of an audit in accordance with ISAs and

if such disclosures are inadequate, to modi-

the additional requirements applicable in Den-

fy our opinion. Our conclusions are based on

mark, we exercise professional judgement and

the audit evidence obtained up to the date of

maintain professional scepticism throughout the

our auditor’s report. However, future events or

audit. We also:

conditions may cause the Group and the Entity
to cease to continue as a going concern.

• Identify and assess the risks of material

• Evaluate the overall presentation, structure

misstatement of the consolidated financial

and content of the consolidated financial

statements and the parent financial state-

statements and the parent financial state-

ments, whether due to fraud or error, design

ments, including the disclosures in the notes,

and perform audit procedures responsive to

and whether the consolidated financial state-

those risks, and obtain audit evidence that

ments and the parent financial statements

is sufficient and appropriate to provide a ba-

represent the underlying transactions and

sis for our opinion. The risk of not detecting

events in a manner that gives a true and fair

a material misstatement resulting from fraud

view.

is higher than for one resulting from error, as

• Obtain sufficient appropriate audit evidence

fraud may involve collusion, forgery, inten-

regarding the financial information of the en-

tional omissions, misrepresentations, or the

tities or business activities within the Group

override of internal control.

to express an opinion on the consolidated fi-

• Obtain an understanding of internal control
relevant to the audit in order to design audit

nancial statements. We are responsible for the
direction, supervision and performance of the

procedures that are appropriate in the circum-

group audit. We remain solely responsible for

stances, but not for the purpose of expressing

our audit opinion.

an opinion on the effectiveness of the Group’s
and Parent’s internal control.
• Evaluate the appropriateness of accounting
policies used and the reasonableness of ac-

•

We communicate with Those Charged with Governance regarding, among other matters, the
planned scope and timing of the audit and sig-

counting estimates and related disclosures

nificant audit findings, including any significant

made by Management.

deficiencies in internal control that we identify

Conclude on the appropriateness of Man-

during our audit.

agement’s use of the going concern basis of
accounting in the preparation of the consol-

We also provide Those Charged with Govern-

idated financial statements and the parent

ance with a statement that we have complied

financial statements, and, based on the au-

with relevant ethical requirements regarding in-

dit evidence obtained, whether a material

dependence, and to communicate with them all

uncertainty exists related to events or condi-

relationships and other matters that may rea-

tions that may cast significant doubt on the

sonably be thought to bear on our independence,

Group’s and the Parent’s ability to continue as

and, where applicable, related safeguards.
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Statement on the management commentary

financial statements and the parent financial

Management is responsible for the management

statements does not cover the solvency ratio,

commentary.

and we do not express any form of assurance
conclusion thereon.

Our opinion on the consolidated financial statements and the parent financial statements does

In connection with our audit of the consol-

not cover the management commentary, and we

idated financial statements and the parent

do not express any form of assurance conclusion

financial statements, our responsibility is to

thereon.

consider whether the solvency ratio is materially inconsistent with the consolidated financial

In connection with our audit of the consolidat-

statements and the parent financial statements

ed financial statements and the parent financial

or our knowledge obtained in the audit or other-

statements, our responsibility is to read the man-

wise appears to be materially misstated.

agement commentary and, in doing so, consider
whether the management commentary is mate-

If, based on this, we conclude that the solvency

rially inconsistent with the consolidated financial

ratio is materially misstated, we are required to

statements and the parent financial statements

report on this. We have nothing to report in this

or our knowledge obtained in the audit or other-

respect.

wise appears to be materially misstated.
Copenhagen, 9 February 2017
Moreover, it is our responsibility to consider
whether the management commentary provides
the information required under the Danish Finan-

Deloitte

cial Business Act.

Statsautoriseret Revisionspartnerselskab
Business Registration No 33 96 35 56

Based on the work we have performed, we conclude that the management commentary is in

Anders O. Gjelstrup		

accordance with the consolidated financial state-

State-Authorised

ments and the parent financial statements and

Public Accountant

has been prepared in accordance with the requirements of the Danish Financial Business Act.

Kasper Bruhn Udam

We did not identify any material misstatement of

State-Authorised

the management commentary.

Public Accountant

Solvency ratio
Management is responsible for the key figure solvency ratio evident from the 5-year summary on
page 48 of the annual report.
As disclosed in the statement of financial highlights and key figures, the solvency ratio is
exempt from the requirement to be audited.
Consequently, our opinion on the consolidated
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Income statement
Income statement

Note (DKK million)

1

Group
2016

2015

PFA Holding
2016
2015

Gross premiums
Ceded insurance premiums
Total premiums, net of reinsurance

29,837
(154)
29,684

27,001
(127)
26,875

Income from group enterprises
Income from associates
Income from investment properties
Interest income and dividends, etc.
Value adjustments
Interest expenses
Administrative expenses of investment business
Total investment return
Pension yield tax

171
533
11,812
15,171
(160)
(1,008)
26,519
(3,744)

943
554
12,541
597
(88)
(931)
13,616
(1,717)

5

Benefits disbursed
Reinsurance cover received
Total insurance benefits, net of reinsurance

(17,159)
254
(16,905)

(20,041)
227
(19,813)

-

-

24
25

Change in life insurance provisions
Change in life insurance provisions, market rate
Change in life insurance provisions

20,197
(50,438)
(30,241)

17,846
(33,815)
(15,969)

-

-

(395)
(2,982)

(1,334)

-

-

6

Acquisition costs
Administrative expenses
Total insurance operating expenses, net of reinsurance

(291)
(556)
(846)

(319)
(537)
(856)

7

Transferred investment return

(530)

(102)

560
(481)
289
37
(33)

699
(644)
181
32
(28)

217
-

(575)
-

PRE-TAX
PROFIT/(LOSS)
PROFIT/(LOSS)
before tax
Tax
Net profit/(loss) for the year before minority interests
Minority interests' share

372
(60)
312
(93)

239
(729)
(489)
(85)

217
2
219
-

(575)
2
(573)
-

NET PROFIT/(LOSS) FOR THE YEAR

219

(574)

219

(573)

Value adjustment of owner-occupied property
Exchange differences in connection with foreign currency translations
Other comprehensive income transferred to bonus-eligible
insurance contracts
Total other comprehensive income

2
(12)

45
9

-

-

10
0

(52)
1

-

-

COMPREHENSIVE INCOME FOR THE YEAR

219

(573)

2
3
6
4

22

8
7

9
10

Change in profit margin
Change in CustomerCapital

TECHNICAL RESULT
TECHNICAL RESULT OF SICKNESS AND ACCIDENT INSURANCE
Investment return on equity
Other income
Other expenses

Recommended distribution of the profit/(loss)
Dividend
Transfer to equity
Comprehensive income for the year

232
2
(1)
(0)
(0)
233
-

(15)
(15)
-

(563)
1
(1)
(0)
(563)
-

(12)
(12)
-

219

(573)

0
219
219

0
(573)
(573)
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Balance
sheet
Balance sheet
Note (DKK million)

Group

PFA Holding

2016

2015

2016

2015

Intangible assets

263

492

29

30

11
12

Equipment
Owner-occupied properties
Total property, plant and equipment

68
469
536

45
467
512

-

-

13

Investment properties

9,780

7,798

-

-

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

4,817
1,022
5,839

5,049
59
5,108

5,210
5,210

4,978
4,978

Other financial investment assets
Equity investments
Bonds
Loans
Deposits with credit institutions
Miscellaneous
Total other financial investment assets

28,517
231,092
16
4,022
20,513
284,159

24,230
234,203
21
11
18,198
276,663

4
4

133
133

TOTAL INVESTMENT ASSETS

299,779

289,569

5,214

5,111

INVESTMENT ASSETS RELATED TO MARKET RATE PRODUCTS

269,580

237,640

243
42
301
586

ASSETS

14
15

16
17
18
19

20

Receivables
Receivables from policyholders
Receivables from insurance companies
Receivables from group enterprises
Other receivables
Total receivables

10

Other assets
Assets in temporary possession
Current tax assets
Deferred tax assets
Cash and cash equivalents
Total other assets
Prepayments and accrued income
Interest receivable and accumulated rent
Other prepayments and accrued income
Total prepayments and accrued income
TOTAL ASSETS

-

-

225
50
233
508

18
18

43
43

336
44
395
31,402
32,177

981
11,365
12,346

30
10
0
40

3
9
5
16

3,839
419
4,258

3,790
410
4,200

0
0

3
3

607,178

545,266

5,302

5,203

3
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Balance sheet
Note (DKK million)

Group

PFA Holding

2016

2015

2016

2015

1
1,245
2
4,054
0
5,302
1,642
6,944

1
1,245
2
3,934
0
5,182
2,259
7,440

1
5,301
0
5,302
5,302

1
5,181
0
5,182
5,182

28,838
28,838

25,803
25,803

-

-

1,089
215,696
186,639
1,182
4,449
1,486
410,541

246
214,182
137,904
3,834
0
356,167

-

-

59
59

0
0

-

-

191
79
117,755
3,419
38,046
159,490

36
131,898
2,541
20,569
155,044

-

21
21

1,308

812

-

-

607,178

545,266

EQUITY AND LIABILITIES

21

22
23

24
25
26
27

10

28

29

Equity
Share capital
Contingency fund
Revaluation reserve, owner-occupied properties
Retained earnings
Proposed dividend
Equity, PFA Holding
Equity, minority interests
Total equity
Subordinate loan capital
CustomerCapital
Other subordinate loan capital
Subordinate loan capital
Provisions for insurance and investment contracts
Provisions for unearned premiums
Life insurance provisions
Life insurance provisions, market rate
Profit margin on life insurance and investment contracts
Provisions for claims
Risk margin on non-life insurance contracts
Provisions for bonuses and premium rebates
Total provisions for insurance and investment contracts
Provisions
Deferred tax liabilities
Total provisions
Liabilities other than provisions
Liabilities concerning assets in temporary possession
Payables, direct insurance operations
Payables to credit institutions
Payables to group enterprises
Current tax liabilities
Other payables
Total liabilities other than provisions
Accruals and deferred income
TOTAL EQUITY AND LIABILITIES

30
31
32
33
34
35

5,302

5,203

Collateral and contingent assets received
Collateral and contingent liabilities
Related parties
Breakdown of assets and returns
Risk management and sensititivity information
Financial highlights, see page 48
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Statement
in in
equity
and
capital
structure
Statementofofchanges
changes
equity
and
capital
structure
(DKK million)

Group
Equity,
Contingency

Retained

Equity,

minority

Share capital

fund

earnings

PFA Pension

interests

Total equity

1

1,245

4,509

5,755

1,639

7,394
(489)

Equity 1 January 2015
Profit/(loss) for the year

-

-

(574)

(574)

85

Transfer to CustomerCapital

-

-

-

-

-

-

Other comprehensive income

-

-

1

1

-

1

Comprehensive income

-

-

(573)

(573)

85

(488)

Distributed dividend

-

-

(0)

(0)

-

(0)

Cash capital increase and capital
disposals
outflow

-

-

-

-

534

534

Equity 31 December 2015

1

1,245

3,936

5,182

2,259

7,440

-

-

(99)

(99)

-

(99)

1

1,245

3,837

5,083

2,259

7,341
312

Effect of transfer to new executive
order on the presentation of
financial statements
Equity 1 January 2016 according to new
executive order on the presentation
of financial statements
Profit/(loss) for the year

-

-

219

219

93

Transfer to CustomerCapital

-

-

-

-

-

-

Other comprehensive income

-

-

0

0

-

0

Comprehensive income

-

-

219

219

93

312

Distributed dividend

-

-

-

-

-

-

Cash capital increase and capital
disposals
outflow

-

-

-

-

(710)

(710)

Equity 31 December 2016

1

1,245

4,056

5,302

1,642

6,943

Operational risk charge receivable, which according to present rules is depreciated on a straight-line

2016

2015

basis over a period of five years from 2016, provided it is not possible to recognise the amount as
income in the year in question.
Operational risk charge, equity
Operational risk charge, CustomerCapital
(DKK million)

84

105

341

427

PFA Holding
Equity,
Share capital

Equity 1 January 2015

1

Contingency

Retained

Equity,

minority

fund

earnings

PFA Holding

interests

-

5,754

5,755

Total equity

-

5,755
(573)

Profit/(loss) for the year

-

-

(573)

(573)

-

Transfer to CustomerCapital

-

-

-

-

-

-

Other comprehensive income

-

-

-

-

-

(573)

Comprehensive income

-

-

(573)

(573)

-

Distributed dividend

-

-

(0)

(0)

-

(0)

Equity 31 December 2015

1

-

5,181

5,182

-

5,182

-

-

(99)

(99)

-

(99)

of financial statements

1

-

5,082

5,083

-

5,083

Profit/(loss) for the year

-

-

219

219

-

219

Transfer to CustomerCapital

-

-

-

-

-

-

Other comprehensive income

-

-

-

-

-

219

Effect of transfer to new executive
order on the presentation
of financial statements
Equity 1 January 2016 according to new
executive order on the presentation

Comprehensive income

-

-

219

219

-

Distributed dividend

-

-

-

-

-

-

Equity 31 December 2016

1

-

5,301

5,302

-

5,302

Of which proposed dividend
0
5 The
6
H o l d i n g of Adividend
n n u a l Rby
e pPFA
o r t Holding
2016 A/S is impacted by a tied-up contingency fund in PFA Pension of
potentialP FA
distribution
DKK 1,245 million. An allocation of DKK 50,000 has been made for dividend for PFA Holding in 2016 (2015: DKK 50,000).

0

5

2016

Operational risk charge receivable, which according to present rules is depreciated on a straight-line

2015

basis over a period of five years from 2016, provided it is not possible to recognise the amount as
income in the year in question.
Operational risk charge, equity
Operational risk charge, CustomerCapital
(DKK million)

84

105

341

427

PFA Holding
Equity,
Share capital

Equity 1 January 2015

1

Contingency

Retained

Equity,

minority

fund

earnings

PFA Holding

interests

-

5,754

5,755

Total equity

-

5,755
(573)

Profit/(loss) for the year

-

-

(573)

(573)

-

Transfer to CustomerCapital

-

-

-

-

-

-

Other comprehensive income

-

-

-

-

-

(573)

Comprehensive income

-

-

(573)

(573)

-

Distributed dividend

-

-

(0)

(0)

-

(0)

Equity 31 December 2015

1

-

5,181

5,182

-

5,182

-

-

(99)

(99)

-

(99)

of financial statements

1

-

5,082

5,083

-

5,083

Profit/(loss) for the year

-

-

219

219

-

219

Transfer to CustomerCapital

-

-

-

-

-

-

Other comprehensive income

-

-

-

-

-

219

Effect of transfer to new executive
order on the presentation
of financial statements
Equity 1 January 2016 according to new
executive order on the presentation

Comprehensive income

-

-

219

219

-

Distributed dividend

-

-

-

-

-

-

Equity 31 December 2016

1

-

5,301

5,302

-

5,302

Of which proposed dividend

0

0

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. An allocation of DKK 50,000 has been made for dividend for PFA Holding in 2016 (2015: DKK 50,000).

(DKK million)

Group
2016

Capital base and capital requirement
The financial subsidiaries' capital base
Capital base employed on a dual basis
Other non-accepted capital
Group capital base

39,398
(5,436)
(17,448)
16,514

The Group's capital base calculated according to the Solvency II rules as at 1 January 2016 amounted to DKK 12,830 million.
The Group's capital base calculated according to method 2 of the Solvency II rules.
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6

Notes to the income statement and balance sheet

Accounting policies

of expected future cash flows regarding insurance while taking into account the company’s

General information

ability and willingness to influence these.

The Annual Report is presented in accordance

• A
 risk margin to cover the risk of deviations be-

with the Danish Financial Business Act and the

tween best estimate and the final settlement

Executive Order on Financial Reports for Insur-

of the future cash flows.

ance Companies and Multi-Employer Occupational
Pension Funds (the Danish Executive Order on
the Presentation of Financial Statements).

• Separation of profit margin from the life insurance provisions. Profit margin is the expected
profit for the remaining part of the period covered by the effected insurance plans.

All amounts in the consolidated financial state-

• There are in addition changes to the presenta-

ments of the Group and the Parent Company are

tion of the individual items and introduction of

presented in Danish kroner, rounded to near-

new accounting terms.

est million. Every figure is rounded off separately
and for that reason, minor differences between

For average interest rate insurance plans, the

the stated totals and the sum of underlying fig-

profit margin is fixed at DKK 0 for both the begin-

ures may occur.

ning and end of the year based on the uncertainty
of the interpretation of the Danish Executive Or-

Change in accounting policies:

der on the Contribution Principle. This is aligned

Implementation of new Executive Order on

with and reported to the Danish FSA. In 2017, the

the Presentation of Financial Statements

dialogue between the Danish FSA and the indus-

Accounting policies have been changed compared

try continues with the purpose of clarifying the

with the 2015 annual report as a result of the

interface between the Danish Executive Order on

implementation of the new Executive Order on

the Contribution Principle and the settlement of

Financial Reports for Insurance Companies and

profit margin for average interest rate insurance

Multi-Employer Occupational Pension Funds as at

plans in the future.

1 January 2016. With the new Danish Executive
Order on the Presentation of Financial State-

In addition to the implementation of the

ments, a number of new accounting terms have

above-mentioned terms, the interpretation of

been introduced in continuation of the imple-

contract boundaries has been changed, so that

mentation of the Solvency II regulations, which

it, to a higher degree reflects the definition of

also entered into force on 1 January 2016.

contract boundaries under the Solvency II regula-

The new executive order on the presentation of

contracts are recognised over a longer period,

tions. This entails that losses for unprofitable risk
financial statements primarily entails:

with which premium provisions in the sickness
and accident insurance area are significantly

• R
 equirement of application of EIOPA’s published

increased. For risk cover in the sickness and ac-

yield curve or a yield curve produced according

cident insurance area, a risk period equivalent to

to principles of, and on the basis of, relevant

the contractual pricing period is the basis for the

data that must be assumed to lead to a curve

assessment.

that, as far as possible, does not deviate from
the published curve from EIOPA.
• Requirement of best estimate of present value
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In practice, it has not been possible to change
comparative figures for previous financial years.

The effects of the new accounting policy have therefore

It has not been possible to calculate the financial effect of

been incorporated as at 1 January 2016. Relevant account-

the change of accounting policies for items in the balance as

ing items for the comparative years have been adjusted to

at 31 December 2016 and the income statement for the fi-

the new accounting terms and disclosure requirements in

nancial year.

the Danish Executive Order on the Presentation of Financial
Statements.

The effect of the implementation as at 1 January 2016:
DKK million

Equity

Annual Report Sickness and
2015 adjusted accident insurance
according to
- The effected adnew presenjustments are due
tation form
to recognition of
losses on unprofitable risk contracts
over an extended
period, unbundling
of risk margin and
implementation of
new yield curve

Life insurance
provisions, market
rate - The effected adjustments
are due to
unbundling of
profit margin and
implementation of
new yield curve

Life insurance provisions - The effected
adjustments are due
to determination of
the provisions based
on best estimate of
the present value
of the expected
future cash flows
with due regard to
the Company’s ability
and willingness to
influence these,
unbundling of risk
margin, unbundling
profit margin and implementation of new
yield curve

Pension
yield tax
and tax
effects

As at 1
January 2016
according to
new accounting policies

7,440

(263)

136

(0)

28

7,341

25,803

(1,528)

792

(2)

(122)

24,943

137,904

-

(1,714)

-

-

136,189

82

0

(945)

-

(862)

137,821

0

17

-

137,838

-

0

(787)

-

(787)

214,182

-

-

2

Restatement at market
value

54,583

-

-

(2,886)

51,698

Collective bonus
potential

10,460

-

-

2,942

13,402

149,139

-

-

-55

149,084

-

-

787

-

-

787

3,834

(139)

-

-

-

3,695

-

764

-

-

-

764

246

1,166

-

-

-

1,412

-

-

-

-

(28)

(28)

2,514

-

-

-

122

2,663

CustomerCapital
Life insurance provisions,
market rate
Restatement at market
value
Retrospective provisions
Profit margin
Life insurance provisions

Retrospective provisions
Profit margin on life insurance and investment
contracts
Provisions for claims
Risk margin on non-life
insurance contracts
Provisions for unearned
premiums
Current tax assets
Current tax liabilities
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Change in the presentation of comparative figures for 2015 in the income statement according
to new presentation form:
DKK million

Annual Report
2015

Change in provisions for claims

“Change in provisions for
claims" is transferred to
“Change in life insurance
provisions”

“Change in collective
bonus potential” is transferred to “Change in life
insurance provisions”

Annual Report 2015 adjusted according to new
presentation form

(2)

2

-

-

Change in life insurance
provisions

20,228

(2)

(2,380)

17,846

Change in collective bonus
potential

(2,380)

-

2,380

-

Change in the presentation of comparative figures for 2015 in the balance
sheet according to new presentation form:
DKK million

Annual
Report
2015

“CustomerCapital”
is transferred to
“Subordinate loan
capital”

“Provisions for claims,
life” is transferred
to “Life insurance
provisions”

“Collective bonus
potential” is
transferred to “Life
insurance provisions”

Annual Report
2015 adjusted
according to new
presentation form

-

25,803

-

-

25,803

381,970

(25,803)

-

-

356,167

4,211

-

(376)

-

3,834

Collective bonus potential

10,460

-

-

(10,460)

-

Life insurance provisions

203,346

-

376

10,460

214,182

-

-

-

10,460

10,460

148,763

-

376

-

149,139

54,583

-

-

-

54,583

Subordinate loan capital
Provisions for insurance and
investment contracts
Provisions for claims

Collective bonus potential
Retrospective provisions
Restatement at market value

Financial treatment of outlays
The accounting treatment for outlays from equity to CustomerCapital, as a result of the financing of discretionary rebates,
was settled with the Danish FSA in May 2016. This has resulted in retrospective rebates as from 1 January 2016 being recognised in the income statement.
This reduces the pre-tax result with DKK 203 million in 2016. To ensure comparability, comparable figures from the 2015 income statement have been adjusted in accordance with this.

The change has resulted in the following adjustments of comparative figures:
DKK million

Annual Report 2015

Recognition of financing of
discretionary rebates

Annual Report 2015,
adjusted

Pension yield tax

(1,696)

(21)

(1,717)

Change in CustomerCapital

(1,217)

(117)

(1,334)

Technical result

837

(138)

699

Profit before tax

378

(138)

239

Tax

(761)

32

(729)

Profit/(loss) for the year

(469)

(106)

(574)
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Apart from the changes, which are due to the im-

be assumed to lead to a curve that, as far as

plementation of the new Danish Executive Order

possible, does not deviate from the published

on the Presentation of Financial Statements and

curve from EIOPA for calculation of current val-

the accounting treatment for outlays from equi-

ue of insurance provisions. In practice, provisions

ty to CustomerCapital, accounting policies have

for regular life insurance are calculated using

been unchanged since 2015.

the Danish FSA’s yield curve. For insurance plans

Accounting estimates

provisions are in practice calculated by using a

The preparation of the consolidated financial

discount yield curve calculated by PFA on the ba-

statements requires that Management under-

sis of market data following the same principles

takes a range of estimates and judgements

as EIOPA’s yield curve without volatility adjust-

regarding future conditions which have a mate-

ment changes. Effects of EIOPA’s yield curve,

rial impact on the carrying amount of assets and

which appear after the closing of the accounts,

liabilities. The areas in which Management’s crit-

will only be included if deemed significant for the

ical estimates and assessments have the most

assessment of the financial statements.

with a guarantee attached to investment funds,

significant impact on the consolidated financial
statements are:

Fair value of financial instruments
For financial instruments where the valuation is

• liabilities regarding insurance contracts

based on observable market data to a minor ex-

• fair value of financial instruments

tent only, the valuation is affected by estimates.

• fair value of properties

This is for instance the case for unlisted equity
investments as well as certain derivative financial

Liabilities regarding insurance contracts

instruments. The basis for making estimates is

The calculation of liabilities regarding insur-

described under Investment assets below.

ance contracts is based on a range of actuarial
calculations. In these calculations, assump-

Fair value of properties

tions regarding a range of variables concerning

The fair value of properties is calculated using

mortality and disability etc. are applied. The

the return method based on the properties’ ex-

assumptions are based on the Danish FSA’s lon-

pected operating return and a required rate of

gevity benchmark and empirical data from the

return fixed individually for each property in

existing insurance portfolio and are updated on

accordance with Appendix 7 in the Danish Ex-

an ongoing basis.

ecutive Order on the Presentation of Financial
Statements.

Insurance liabilities for sickness and accident
insurance are determined in consideration of ex-

Changes in accounting estimates

pectations to the number of future recoveries

For the measurement of the insurance provisions

and reopening of old cases.

at year-end 2016, the Danish FSA’s updated lon-

The expectations are based on empirical data

gevity benchmark is applied. In 2016, both the

from the Group’s existing insurance portfolio and

observed present mortality rate and the expect-

are updated on an ongoing basis.

ed improvements in longevity were updated in

As from 1 January 2016, PFA applies an interest

ty model is lower than the benchmark mortality

rate curve produced according to the principles

rate for men under the age of 80, while the

of, and on the basis of, relevant data that must

mortality rate for men over the age of 80 and

relation to the 2015 assumptions. PFA’s mortali-
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for women matches the benchmark mortality.

The total portfolio of average interest rate insur-

With the update of the Danish FSA’s longevity

ance policies is divided into homogeneous groups

benchmark, the longevity model has resulted in

based on the calculation variables: Interest rate,

increases in longevity of, for example, approxi-

risk and expenses. A collective bonus potential is

mately 0.15 years for 60-year-old men and 0.3

linked to each group. Customers with average in-

years for 60-year-old women compared with

terest rate products are divided into four interest

the assumptions previously applied, which were

rate groups based on the basic interest rate and

based on the Danish FSA’s 2015 benchmark. A

into a number of risks and cost groups.

60-year-old man is therefore expected to live another 26.0 years, while a 60-year-old woman is

The share of the realised result before tax attrib-

expected to live another 28.4 years. In addition,

uted to equity and CustomerCapital for insurance

a risk margin is included in the event of an in-

plans subject to contribution consists of the in-

crease in the remaining life expectancies, which

vestment return on their separate assets with the

for a 60-year-old man amount to approximately

addition of operational risk charge and deduction

0.7 years and for a 60-year-old woman approx-

of any losses. The remaining part of the real-

imately 0.8 years. The update means an overall

ised partial result is split among the contribution

increase in the value of guaranteed benefits of

groups (interest, risk and cost groups).

approximately DKK 500 million compared with
the previously reported longevity assumptions.

CustomerCapital consists of special bonus provisions, type B, in accordance with § 34 of the

In 2016, there has been a significant increase in

Danish Executive Order on Calculation of Group

the number of adjustments of the models used

Capital Base and Group Solvency Capital Re-

for calculating provisions for premiums and claims,

quirements (bekendtgørelsen om opgørelse af

risk margin etc. regarding sickness and accident

kapitalgrundlag og solvenskapitalkrav for koncern-

insurance. The annual update of assumptions on

er). CustomerCapital is liable in the same manner

disability and reactivation, adjustments to the

as equity and is divided into Collective Customer-

applied models and increased risk margin have

Capital and Individual CustomerCapital.

in total affected the result of the year positively by DKK 425 million. Risk margin is increased in

Sickness and accident insurance results, results

consideration of the uncertainty of the implemen-

from market rate products as well as other in-

tation of new models and a limited data history

come and expenses are allocated proportionately

of the PFA Occupational Capacity products. The

to equity and Collective CustomerCapital.

positive effect is countered with an increase in
provisions for unearned premiums to expected

The reported principle for equity’s share of real-

losses and associated risk margin to the amount

ised results may be deviated from in any one year

of DKK 400 million. In total, this has affected the

for the benefit of CustomerCapital and/or collec-

result of the year regarding sickness and accident

tive bonus potential.

insurance positively with DKK 25 million.
Interest rate groups
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Results of the year and contribution

If an interest rate group has a positive profit mar-

The company has notified the Danish FSA of the

gin and bonus potential after the realised partial

principles used for distribution of the realised

result has been included and reduced by the

results in accordance with the Danish Executive

amount that, in advance, has been added to the

Order on the Contribution Principle.

policyholders’ deposits as an interest rate bonus,
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consolidations and transfer allowances, the oper-

final interpretation of the contribution rules and

ational risk charge for equity and CustomerCapital

rules regarding calculation of profit margin not yet

(consisting of profit part and risk part) will be de-

having been settled. In previous years, the op-

ducted from this.

erational risk charge had to be includable in the
realised result.

If profit margin and bonus potential still exist in an
interest rate group after deduction of the opera-

Risk and cost groups

tional risk charge of the year, any reported losses

In the risk and cost groups, the realised result is

and losses that have been carried forward will be

firstly reduced by the amount that has been al-

compensated for. The compensation will firstly

located in advance to customers in the form of

cover losses in equity and CustomerCapital re-

bonus, etc.

ported in previous years, and secondly any drain
on profit margin and bonus potential in the retro-

If the group’s remaining realised result is posi-

spective provision in the group. The compensation

tive, it is reduced by the targeted operational risk

for the insurance plans in the group on one side

charge allocated to equity and CustomerCapital. If

and equity and CustomerCapital on the other side

the remaining realised result is positive, it is trans-

is based on how these have contributed to cover-

ferred to the group’s collective bonus potential.

ing the losses.

If the realised result is negative, it is covered

If the year ended with a positive realised result, a

group’s collective bonus potential is insufficient to

by the group’s collective bonus potential. If the
potential remaining non-recognised shadow ac-

cover the negative amount, the negative balance

count from year-end 2015 may be recognised

will be covered by equity and CustomerCapital on

here in full or in part, to the extent that funds

a pro-rata basis.

exist after the compensation for equity and
CustomerCapital.

Group structure and related parties
The consolidated financial statements of the

The operational risk charge is allocated propor-

Group and the Parent Company financial state-

tionally to equity and CustomerCapital. Absent

ments include companies and assets in which the

operational risk charge regarding a part of risk or

Parent Company has direct or indirect control.

profit cannot be carried forward. Losses for equi-

PFA’s activities mainly relate to life and pension

ty and CustomerCapital can, on notification to the

insurance.

Danish FSA, be carried forward to be recognised
in later years. This amount is not interest-bearing.

Associates are companies in which the Group
holds equity investments and exerts significant

The operational risk charge regarding the inter-

influence, but has no control. Companies are, as

est rate groups are for 2016 furthermore subject

a rule, classified as associates if a company in the

to the limitation that the operational risk charge

Group directly or indirectly holds between 20 per

at a maximum may constitute the collective bo-

cent and 50 per cent of the voting rights.

nus potential at the beginning of the year with
the addition of the realised result for the year

Jointly controlled enterprises are recognised in

for the individual interest rate groups. This lim-

one line under the item Equity investments in

itation of the operational risk charge for 2016

associates.

has been agreed between the insurance industry and the Danish FSA as a consequence of the
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When a company is acquired, the acquired as-

entity are recognised in Other comprehensive

sets and liabilities are recognised and measured

income. The part of the amount which is distrib-

at fair value at the date of acquisition. Good-

uted to bonus-eligible insurance and investment

will arising on the acquisition is recognised in

contracts is recognised in Other comprehensive

the balance sheet, while negative goodwill is

income and is then transferred to the relevant

recognised as income in the income statement.

balance sheet items.

The uniting-of-interests method is used in the
case of a merger between companies in the PFA

Insurance and investment contracts

Group, meaning that the financial statements are

Life insurance policies are divided into insurance

prepared for the period in which the merger oc-

and investment contracts. Insurance contracts

curred, as if the companies had been merged as

are contracts with significant insurance risks or

from the earliest accounting period covered by

which entitle the policyholder to a bonus. Invest-

the financial statements.

ment contracts are contracts with insignificant
insurance risk and can be established as either a

Intercompany transactions

market rate product, where the policyholder car-

Intercompany transactions in the PFA Group are

ries the investment risk, or as an average interest

entered into on market conditions or according to

rate product with a right to bonus.

a cost recovery principle and follow a contractual
agreement between the companies.

General principles of recognition
and measurement

Foreign currency translation

In the income statement, all income is recognised

The Group’s and Parent Company’s functional

as it is earned, and all expenses – including insur-

currency and reporting currency is Danish kro-

ance benefits, changes in provisions and changes

ner (DKK). Transactions in foreign currencies are

in the bonus – as they are defrayed.

translated using the exchange rate at the date

Assets are recognised in the balance sheet when

of transaction. Monetary balance sheet items

it is probable that future benefits will accrue to

in foreign currencies are translated using the

the company and when the value of the asset

exchange rates of the Bank of England (GMT

can be measured reliably. Liabilities are recog-

1600) prevailing on the balance sheet date. Any

nised in the balance sheet when it is probable

exchange differences in connection with for-

that future financial benefits will flow out of the

eign currency translations are recognised in the

company, and when the value of the liability can

income statement. The fair value of forward ex-

be measured reliably.

change transactions is calculated by discounting
the value to the balance sheet date based on the
relevant money market rates.

Market rate plans where life insurance and sickness
and accident insurance are established together are measured together. This means that profit

64

Foreign entity translations

margin on the savings part of a plan is reduced by

Assets and liabilities in foreign entities are trans-

the part of a potential provision for losses on the

lated into Danish kroner at the exchange rate

sickness and accident insurance plan, which may be

prevailing at the balance sheet date. Revenue

included in the profit margin in market rate before

and expenses are translated using the exchange

reduction. A plan is defined as groups of policies

rates prevailing at the dates of the transactions.

established through the same company or groups

Gains and losses on foreign entity translation

of policies established through group plans for

on conversion of the net investment in a foreign

small companies with uniform conditions.
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Income statement

Interest expenses comprises interest payable on
subordinate loan capital and other payables.

Premiums
Premiums and single premiums are recognised in

Administrative expenses of investment activities

the income statement at the recorded due date.

comprises portfolio management fees payable to

Transfers between the company’s individual insur-

asset managers, direct transaction and custody

ance portfolios are not recognised in the premium

costs as well as own administrative expenses re-

revenue unless tax has been paid on the transfer in

lated to investment activities.

accordance with the Danish Pension Taxation Act.
Reinsurers’ shares of premiums are deducted. Pre-

Pension yield tax covers individual pension yield

miums from investment contracts are recognised

tax, which is calculated on the periodical cred-

directly in the balance sheet.

iting of interest to customers’ deposits and

Transfer allowances for plans transferred from

pension yield tax, which is calculated on accu-

Individual CustomerCapital as well as collective
guaranteed plans to market rate products have

mulated market-value adjustments, transfers to

been calculated on the basis of the Danish FSA’s

collective bonus potential and Collective Custom-

order on calculation of the financial value of a pol-

erCapital. The pension yield tax rate is 15.3 per

icyholder’s product in the event of a change to

cent.

another plan with certain adjustments based on
the new Executive Order on Financial Reports for

Insurance benefits, net of reinsurance, compris-

Insurance Companies and Multi-Employer Occupa-

es payouts for the year including adjustment of

tional Pension Funds. The applied method has been

the year’s change in the outstanding claims pro-

discussed with and reported to the Danish FSA.

visions and after deduction of reinsurers’ shares.
Insurance benefits relating to investment con-

Return on investments

tracts are recognised directly in the balance

Income from group enterprises and associates

sheet.

comprises the Group’s and the Parent Company’s
share of the relevant companies’ results after tax
including value adjustments.

Change in life insurance provisions, net of reinsurance, covers changes in life insurance provisions
during the year.

Income from investment properties comprises the
results from the operation of investment prop-

Change in profit margin includes movements of

erties after deduction of expenses for property

the year in the calculated present value at the

management and before mortgage interest.

beginning and end of the financial year.

Interest income and dividends, etc. comprises the

Change in CustomerCapital comprises the return

year’s interest revenue on securities and loans as

on assets allocated to CustomerCapital, the net

well as dividends from equity investments after

amount contributed by customers during the

dividend tax.

year as well as the year’s added operational risk
charge, the share of the results of other activi-

Value adjustments comprises the year’s value

ties and any transfers from equity.

adjustment of equity investments, investment
properties, owner-occupied properties, bonds,
loans and derivative financial instruments.
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Insurance operating expenses

are included in earned premiums, net of reinsur-

Acquisition costs comprises expenses associated

ance. Under premium provisions, present value

with the acquisition and renewal of the insurance

of expected cash flow caused by future insurance

portfolio. Administrative expenses comprises oth-

events and administration in the parts of the risk

er expenses relating to the insurance operations.

periods that have not elapsed for sickness and
insurance cover is stated.

The distribution of costs not directly attributable
to either acquisitions or administration is under-

Claims incurred, net of reinsurance, comprises

taken in accordance with an allocation key based

the year’s payout of claims following adjustment

on activities.

for the year’s change in provisions for claims,

The Group’s contributions to the defined contri-

provisions. Furthermore, this item includes ex-

including gains or losses on previous years’
bution plans for employees are recognised in the

penses in connection with the assessment of

income statement in step with the contributions

claims, claims control expenses and an estimate

being earned by the employees.

of expected expenses in connection with the
administration and claims processing of the in-

Bonus to employees is recognised in the income

surance contracts entered into by the company.

statement for the year during which the bonus

The reinsurers’ share is set off against the total

entitlement is earned.

gross claims.

A share of the total operating expenses, based

The transferred investment return is calculated

on direct and estimated resource consumption, is

as a proportionate share of the investment re-

recognised under Administrative expenses of in-

turn from a special asset portfolio which is equal

vestment business and Technical result of sickness

to the sickness and accident provisions as well as

and accident insurance.

other provisions of a marginal size relative to the
company’s total balance sheet.

Transferred investment return
Transferred investment return comprises the

Other income comprises income from the ad-

share of investment return related to equity as

ministration of other companies as well as other

well as sickness and accident insurance.

income not attributable to the company’s insurance portfolio or investment assets.

Investment return on equity comprises the return

66

on investment assets allocated to equity. The

Other expenses comprises costs in connection with

investment return on sickness and accident in-

the administration of other companies as well as

surance is calculated as described in the section

other expenses not attributable to the company’s

regarding sickness and accident insurance.

insurance portfolio and investment assets.

Technical result of sickness and accident

Tax

insurance

The PFA Group’s Danish companies are taxed

Earned premiums, net of reinsurance, are recog-

jointly in accordance with the applicable tax rules.

nised in the income statement on the due date.

PFA has opted not to include the companies’

Earned premiums are stated on an accrued basis.

foreign properties, PFA Soraarneq and PFA In-

Alterations in provisions for unearned premiums

vestment Fund in the Group’s joint taxation.
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The Danish taxable income of the PFA Group’s

deduction of accumulated amortisation and

property companies forms part of the owning life

accumulated impairment losses. The cost of

insurance company’s taxable income, provided

self-developed software consists of direct and

that at least 90 per cent of the individual proper-

internal project development expenses. Am-

ty company’s assets consists of property. In that

ortisation is made in accordance with the

case, provisions for both current and deferred

straight-line method over the expected useful

taxes are made in the owning company.

life, which is between 0 and 8 years. Any impairment losses are estimated on the basis of

Current tax is distributed among the profit-

impairment tests. The costs attributable to main-

yielding jointly taxed companies, which also

taining intangible assets are expensed in the year

refund the tax base of losses to the loss-making

they are defrayed.

companies.
Property, plant and equipment
Deferred tax is recognised on the basis of tem-

Equipment mainly consists of cars. Equipment

porary differences between the carrying values

is recognised in the balance sheet at cost after

and tax bases of assets and liabilities on the bal-

the deduction of accumulated depreciation and

ance sheet date.

accumulated impairment losses. Depreciation is
calculated on a straight-line basis over the ex-

Other comprehensive income

pected useful life, which typically is four years.

Other comprehensive income is listed separately at the end of the income statement. Moreover,

Owner-occupied properties is properties that the

changes attributable to the item Other compre-

PFA Group uses for administration etc. Owner-oc-

hensive income are shown in the statement of

cupied properties are initially recognised at cost.

changes in equity.

Subsequently, the owner-occupied properties are

Other comprehensive income comprises items

amount are recognised in the item Other com-

measured at fair value. Increases in the revalued
which are carried directly to equity including val-

prehensive income unless the increase is equal

ue adjustments of owner-occupied properties.

to a decrease in value which has previously been
recognised in the income statement. Decreases
in the revalued amount are recognised in the in-

Balance sheet

come statement, unless the decrease is equal to
an increase in value which has previously been

Assets

recognised in Other comprehensive income.

Intangible assets
Goodwill occurring in connection with the acqui-

Depreciation of owner-occupied properties is un-

sition of equity investments in group enterprises

dertaken on a straight-line basis based on the

is determined as the positive difference between

property’s residual value along with an estimated

the total cost and the fair value of the net assets

useful life of 100 years.

at the date of acquisition. Annual impairment tests
are performed, and any write-downs for such im-

Investment assets

pairments are recognised in the income statement.

Investment properties are properties that have
been acquired to obtain rental income and/or

Acquired and self-developed software is rec-

capital gains. Investment properties are initial-

ognised in the balance sheet at cost after the

ly recognised at cost. Subsequently, investment
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properties are measured at fair value.

Other financial investment assets

Fair value is calculated on the basis of the re-

Financial instruments are recognised in the bal-

turns method and, for a number of housing

ance sheet at cost at the trade date, excluding

properties, the Discounted Cash Flow (DCF)

expenses, corresponding to the fair value and are

pursuant to the principles in the Danish Exec-

subsequently calculated at fair value after initial

utive Order on the Presentation of Financial

recognition. Information about prices etc. which

Statements. The returns method is based on

appears after the closing of the accounts will only

the individual property’s operating activity and

be included if deemed significant for the assess-

a business-specific requirement related to the

ment of the financial statements.

property (rate of return). The operating income is
based on the coming year’s expected return ad-

Unit trust certificates are included in the individu-

justed for exceptional circumstances.

al items of the balance sheet corresponding to the
basis of the underlying assets.

Fair value calculated on the basis of the DCF
method is calculated on a systematic assessment

Derivative financial investment assets are includ-

based on the current value of the properties’ ex-

ed under Other financial investment assets if the

pected cash flows. Current value is calculated

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

by means of discounting on the basis of an, for

ket value is negative, the asset is included under

each property, individually determined business

Other payables. If a netting agreement has been

requirement (rate of return) and the expected

made with counterparties in connection with the

long-term average inflation.

settlement of one type of derivative investment
assets, the net value of the total transactions

Properties that have been scheduled for sale

under the agreement is included under Other fi-

have been measured at the expected selling price

nancial investment assets in case of a combined

in consideration of the timeframe. The required

positive market value or under Other payables in

rate of return has been determined on the basis

case of a combined negative market value.

of best estimate, taking into account the special
characteristics of the relevant property so as to

The fair value of listed financial assets is cal-

correspond to the business-specific requirements

culated on the basis of the closing price at the

reflected by transactions in the property market

balance sheet date. In the event that there is no

in the period leading up to the date of valuation.

relevant closing price on the balance sheet date,
another relevant price on the balance sheet date

Investments in group enterprises and associates

is used or, alternatively, the price on one of the

are recognised at cost at the date of acquisi-

immediately preceding days. In the event that

tion and subsequently measured at the equity

there is no other relevant price, the fair value can

value most recently known. The proportionate

be estimated on the basis of the closing prices of

ownership shares of the companies’ equity are

comparable financial instruments on the balance

included under Equity investments in group en-

sheet date.

terprises and Equity investments in associates,
and the proportionate shares of the individual

For purchase and sale of financial assets, the

companies’ results after tax are recognised under

trade date is used as the recognition date. When

Income from group enterprises and Income from

the trade date is used, a liability corresponding to

associates.

the agreed price is recognised – at the same time
as the purchase of a financial asset is recognised.
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Likewise, an asset corresponding to the agreed

Investment assets linked to market rate products

price is recognised in connection with the sale

comprises assets in market rate products. Invest-

of a financial asset. The liability or asset ceas-

ment assets related to market rate products are

es to be recognised in the balance sheet as at

measured using the same principles as for the re-

the settlement date. As a consequence of using

maining investment assets.

the trade date as a recognition criterion, coupon
interest and drawings are included in cash and

Receivables

cash equivalents from the time when information

Receivables is measured at amortised cost, which

about completion of the transaction has been

usually corresponds to the nominal value less any

received.

write-down to provide for losses.

Listed bonds which have been redeemed are meas-

Other assets

ured at the present value of the amount drawn by

Assets in temporary possession comprises prop-

discounting them at the money market rate.

erty, plant and equipment or groups of property,

Unlisted unit trust certificates are measured at

associated companies that only are in temporary

plant and equipment as well as subsidiaries and
the fair value of the underlying net assets. The

possession and await sale within a short period

fair value of unlisted derivative financial instru-

of time, and where a sale is highly likely. Assets in

ments is recognised on the basis of the fair value

temporary possession are measured according to

determined by external parties, with the excep-

the lowest value of the previous carrying amount

tion of OTC derivatives.

and the fair value including deductions from costs
of sale.

The fair value of other unlisted securities and OTC
derivatives is measured in accordance with recog-

Current tax assets and Deferred tax assets are de-

nised methods, including standards determined

termined in accordance with applicable tax law.

by the European Private Equity and Venture Cap-

Tax assets relating to losses carried forward are

ital Association (EVCA) and the Danish Venture

only recognised in deferred tax if it is probable

Capital Association (DVCA). Investments in un-

that they can be used.

listed shares are valued individually at fair value
using recognised valuation methods. The valua-

Liabilities

tion is based on a combination of a Discounted

Equity

Cash Flow analysis, a listed peer group analysis

The contingency fund can only be used to cover

and an analysis of previous M&A transactions for

losses incurred to pay the insurance obligations or

comparable companies. The fair value of unlist-

otherwise for the benefit of the insured. The en-

ed investments is calculated on the basis of the

tire contingency fund consists of taxed reserves.

reports, financial statements and other information most recently received for the individual

Proposed dividend comprises dividend that the

company.

Board of Directors recommends for adoption by

Loans to associates and Loans are initially recog-

AGM). The amount is recognised as a separate re-

nised at fair value. Subsequently, they are also

serve under equity. When the AGM has adopted

measured at fair value. Changes in the fair value

a resolution to distribute dividend, the amount is

are recognised in the income statement on an on-

recognised as a liability.

the Annual General Meeting of Shareholders (the

going basis.
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The revaluation reserve, owner-occupied properties,

insurance contracts entered into using best esti-

comprises the value adjustment of owner-occu-

mate of all relevant parameters such as longevity,

pied properties to fair value after the deduction of

disability frequency, reactivation, surrender and

accumulated depreciation. The part of the value

lapse of premium. Present value of the expect-

adjustment attributable to insurance and invest-

ed cash flows comprises guaranteed payments

ment contracts eligible for bonus is transferred to

and additional expected payments (for instance

collective bonus potential.

bonus) as well as costs and pension yield tax.
Present value is exclusive of expected future profit

Subordinate loan capital

cf. calculation of profit margin described below.

CustomerCapital forms part of the capital base on
par with equity but accrues to the insured over

Life insurance provisions are determined in con-

time. CustomerCapital is included in the item sub-

sideration of an age-dependent probability that

ordinate loan capital.

the individual insured will surrender his/her policy
or change it into a paid-up policy.

CustomerCapital consists of a collective part,
Collective CustomerCapital, and an individual-

Profit margin amounts to the calculated present

ised part, Individual CustomerCapital. Collective

value of the expected future profit in the remain-

CustomerCapital was established by means of

ing term of contract for the life insurance and

a transfer from equity in 2001, and customers

investment contracts concluded. Profit margin is

have since 2004 had the option of paying five per

calculated for both the average interest rate en-

cent of their premiums to savings to Individual

vironment and the market rate environment. For

CustomerCapital.

average interest rate insurance plans, the profit

The share of the realised result before tax at-

of the year, based on the insecurity of the inter-

margin is DKK 0 for both the beginning and end
tributed to equity and CustomerCapital for

pretation of the Danish Executive Order on the

insurance plans subject to contribution consists

Contribution Principle. This has been aligned with

of the investment return on their separate as-

and reported to the Danish FSA. In 2017, the di-

sets with the addition of operational risk charge

alogue between the Danish FSA and the industry

and deduction of any losses. The operational risk

continues with the purpose of clarifying the inter-

charge is allocated proportionally to equity and

face between the Danish Executive Order on the

CustomerCapital.

Contribution Principle and the settlement of profit
margin for average interest rate insurance plans in

It has been notified to the Danish FSA that the

the future.

Collective CustomerCapital is allocated to the customers’ Individual CustomerCapital by way of the

Provisions for claims represents estimates of

continuous addition of interim interest, current-

expected payouts and past due, but not paid, in-

ly amounting to 10 per cent per annum and extra

surance benefits. Provisions for claims concerning

interest added after the Annual General Meeting

sickness and accident insurance comprises provi-

during spring.

sions for administrative expenses in connection
with the settlement of claims and are determined

Provisions for insurance and investment

as the present value of expected future payments,

contracts

including estimated expenses to settle claims

Life insurance provisions include best estimate of

liabilities.

the present value of the expected cash flows for
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Risk margin is determined as the amount that

Capital base

the market must expect to pay to an acquirer of

PFA Holding has received permission from the

PFA’s insurance portfolio in order for the acquir-

Danish FSA to apply an alternative method (meth-

er to take on the risk that the costs of selling the

od 2) to calculate the Group’s solvency. The

portfolio diverge from the present value of best

alternative method is in broad outlines based on

estimates of the cash flow that terminates the

aggregation on capital base and solvency require-

portfolio. Determination of risk margin is made

ments in subsidiaries.

through an adjustment of longevity and the
age-specific probabilities of surrender, transfer to

A number of items exist in the subsidiaries’ capital

paid-up-policy, reactivation and disability as well

base, which, under the Solvency II regulations, is

as an adjustment of the expected profit from as-

not included in the Group’s capital base. To avoid

set management in the market rate environment.

double application of capital, the subsidiaries’
equity, excluding any minority interests, is elimi-

Payables and provisions

nated from the Group’s capital base. In addition to

Payables and provisions are measured at amor-

this, the value of deferred tax assets in subsidiar-

tised cost, which generally corresponds to the

ies cannot be included in the Group’s capital base.

nominal value.

Finally, only the part of PFA Pension’s CustomerCapital that covers the solvency requirement for

Payables to credit institutions

PFA Pension can be included in the Group’s capital

Payables to credit institutions include repo

base.

transactions.
Financial ratios and returns table
Repo transactions

Yield ratios stated in the 5-year summary are

Securities sold are recognised in the balance sheet

calculated for all assets and liabilities according

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

to a money-weighted method, whereas returns

portfolio if the sale is made subject to a right of

broken down by asset type in the returns table

repurchase. The amount received is recognised

are calculated for investment assets (i.e. exclud-

under Payables to credit institutions. Repo trans-

ing liabilities and various assets) according to a

actions are recognised and measured at fair value.

time-weighted method.

Current and deferred tax liabilities is determined in

Currency hedging is included in the returns table

accordance with applicable tax law.

under Other financial investment assets.
Interest receivable is included in the value of the

Contingent liabilities means a possible obligation

individual bond classes in the returns table.

that arises from past events and whose existence will be confirmed only by the occurrence or
non-occurrence of one or more uncertain future
events which are not wholly within the control of
the company or a present obligation that arises
from past events but is not recognised, because
it not is 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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Notes to the income statement and balance sheet
Note (DKK million)

1

Group

PFA Holding

2016

2015

15

12

-

-

17,176
75
12,571
29,822
29,837

16,226
77
10,686
26,989
27,001

-

-

27,822
1,925
75
29,822

25,249
1,664
77
26,989

-

-

2,149
458
27,215
29,822

3,269
402
23,319
26,989

-

-

765,541
394,344
52,749

734,486
379,784
54,332

-

-

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

10,237
1,575
11,812

10,764
1,778
12,541

2
0
2

0
0
1

Value adjustments
Investment properties
Owner-occupied properties
Equity investments
Bonds
Loans
Derivative financial instruments
Total value adjustments

842
4
4,892
8,691
(45)
787
15,171

658
8
10,205
(2,556)
29
(7,746)
597

(1)
(1)

(1)
(1)

Gross premiums
Total indirect insurance
Direct:
Premiums
Group term life premiums
Single premiums and transfers
Total insurance
Total gross premiums
Breakdown of premiums, direct insurance contracts
Insurance taken out through employers
Insurance taken out by individuals
Group term life insurance
Total

2016

2015

All premium income is from Danish direct insurance
Insurance with bonus plans
Insurance without bonus plans
Market rate contracts
Total
Number of insureds, direct insurance
Insurance taken out through employers
Insurance taken out by individuals
Group term life insurance
2

3

Pension yield tax
Collective pension yield tax
Individual pension yield tax
Adjustment of pension yield tax for previous year(s)
Note (DKK million)
Total pension yield tax
4

5

6

72

Benefits disbursed
Death benefits
Disability benefits, etc.
Benefits at maturity
Retirement and annuity benefits
Surrender
Bonuses disbursed in cash
Advance taxation on endowment pensions
Total direct insurance contracts
Expenses, indirect insurance
Total benefits disbursed
Insurance operating expenses, net of reinsurance
Total expenses include
Salaries
Pension contributions
Other social security costs and taxes
P FAexpenses
H o l d i n g A n n u a l R e p o r t 2016
Total staff
Salary and remuneration to the Executive Board

(893)
596
(2,931)
(2,360)
80
47
Group
(3,744)
(1,717)

PFA Holding
-

2016

2015

2016

2015

(797)
(35)
(1,283)
(6,807)
(7,836)
(280)
(3)
(17,041)
(118)
(17,159)

(772)
(32)
(1,657)
(6,585)
(8,268)
(270)
(1,382)
(18,966)
(1,074)
(20,041)

-

-

(829)
(149)
(130)
(1,108)

(790)
(147)
(113)
(1,050)

-

- 8
-

Death benefits
benefits
Death
Disability benefits,
benefits, etc.
etc.
Disability
Benefits at
at maturity
maturity
Benefits
Retirement and
and annuity
annuity benefits
benefits
Retirement
Surrender
Surrender
Bonuses disbursed
disbursed in
in cash
cash
Bonuses
Advance taxation
taxation on
on endowment
endowment pensions
pensions
Advance
Total direct
direct insurance
insurance contracts
contracts
Total
Expenses,
indirect insurance
insurance
Note (DKK
million)
Expenses,
indirect
Total benefits
benefits disbursed
disbursed
Total

(797)
(772)
(797)
(772)
(35)
(32)
(35)
(32)
(1,283)
(1,657)
(1,283)
(1,657)
(6,807)
(6,585)
(6,807)
(6,585)
(7,836)
(8,268)
(7,836)
(8,268)
(280)
(270)
(280)
(270)
(3)
(1,382)
(3)
(1,382)
(17,041)
(18,966)
(17,041)
(18,966)
(118)
(1,074)
Group (1,074)
(118)
(17,159)
(20,041)
(17,159)
(20,041)
2016
2015

------------------PFA Holding ---2016
2015

Notes to the income statement and balance sheet
1
66

2

3

4

Insurance
operating expenses,
expenses, net
net of
of reinsurance
reinsurance
Gross
premiums
Insurance
operating
Totalindirect
expenses
include
Total
insurance
Total
expenses
include
Salaries
Direct:
Salaries
Pension contributions
contributions
Premiums
Pension
Other social
sociallife
security
costs and
and taxes
taxes
Group
term
premiums
Other
security
costs
Total staff
staff expenses
expenses
Single
premiums
and transfers
Total
Total insurance
Salary
andremuneration
remunerationto
tothe
theExecutive
ExecutiveBoard
Board
Total
gross
premiums
Salary
and
remuneration
to
the
Executive
Board
Salary
and

15
(829)
(829)
(149)
17,176
(149)
(130)
75
(130)
(1,108)
12,571
(1,108)
29,822
29,837

12
(790)
(790)
(147)
16,226
(147)
(113)
77
(113)
(1,050)
10,686
(1,050)
26,989
27,001

-----

Group
Group
Allan
Breakdown of premiums, direct insurance contracts
Allan
Allan
2016
Polack
Insurance
taken out through employers
Polack
2016
Salary
6.070
Insurance
taken out by individuals
Salary
6.070
Pension
contributions
1.129
Group
term
life insurance
Pension
contributions
1.129
Fixed salary
salarycomponents
components
7.200
Total
salary
components
7.200
Fixed

Anders
Jon
Anders
Jon
Anders
Damgaard27,822 Johnsen
Johnsen
25,249
Damgaard
Damgaard
3.829 1,925
3.901
1,664
3.829
3.901
0.721
0.720 77
75
0.721
0.720
4.550
4.621
29,822
26,989
4.550
4.621

Mads
Mads
Mads
KaagaardKaagaard
Kaagaard
3.203 3.203
0.593 0.593
3.796 3.796

Bonus
for 2016
2016
(cf.is
below)
All
premium
income
from Danish direct insurance
Bonus
for
(cf.
below)
below)
Variable salary
salary components
components
Variable
Total remuneration
remuneration
Insurance
with bonus plans
remuneration
Total
Insurance without bonus plans
Market rate contracts
2015
Total
2015
Salary
Salary
Pension contributions
contributions
Number
of insureds, direct insurance
Pension
Fixed salary
salary
components
Insurance
taken
out through employers
Fixed
components
salary
components
Insurance taken out by individuals
Bonusterm
for 2015
2015
(cf. below)
below)
Group
life insurance
(cf.
below)
Bonus
for
Variable salary
salary components
components
Variable
Total remuneration
remuneration
Interest
income and dividends, etc.
Total
remuneration
Interest income
Interest on intercompany balances
Comments
Dividends
Comments
Allan Polack
Polack
took
up his
hisand
position
as at
at 11etc.
April 2015.
2015.
Total
interest
income
dividends,
Allan
took
up
position
as
April

0.771
0.770
0.771
0.770
0.771
0.770
0.771
0.770
5.321 2,149
5.391
3,269
5.321
5.391
458
402
Anders27,215
Jon
23,319
Anders
Anders
Jon
Damgaard
Johnsen
29,822 Johnsen
26,989
Damgaard
Damgaard
3.764
3.998
3.764
3.998
0.707
0.753
0.753
0.707
4.471
4.751
765,541
734,486
4.751
4.471
394,344
379,784
0.84052,749
0.885
54,332
0.885
0.840
0.840
0.885
0.885
0.840
5.311
5.637
5.637
5.311
10,237
10,764
1,575
1,778
11,812
12,541

0.634
0.634
0.634
0.634
0.634
4.430 4.430
-

1.212
1.212
1.212
1.212
8.412
8.412
Allan
Allan
Allan
Polack
Polack
4.466
4.466
0.830
0.830
5.296
5.296
0.990
0.990
0.990
0.990
6.286
6.286

-

2
0
2

-----

Total
Total
17.004
17.004
17.004
3.164
3.164
3.164
20.167
20.167
3.387
3.387
3.387
3.387
3.387
3.387
23.554
23.554
Total
Total
12.228
12.228
12.228
2.291
2.291
2.291
14.519
14.519
2.715
2.715
2.715
2.715
2.715
2.715
17.234
17.234
0
0
1

Mads Kaagaard
Kaagaard
joined the
the Executive
Executive Board
Board as
as at
at 11 February
February 2016.
2016.
Value
adjustments
Mads
joined
Investment properties
842
658
Lars Ellehave-Andersen
Ellehave-Andersen
left the
the Executive
Executive Management
Management on
on 77 August
August 2015.
2015. In
In 2015,
2015, Lars
Lars
Ellehave-Andersen
received- salary
salary
Owner-occupied
properties
4 Ellehave-Andersen
8
Lars
left
received
amounting
to DKK
DKK 2.070
2.070 million,
million, pension
pension amounting
amounting to
to DKK
DKK 0.372
0.372 million
million and
and aa bonus
bonus
scale of
of10,205
up to
to DKK
DKK 0.437
0.437 million.
million.
In
Equity
investments
4,892scale
amounting
to
up
In
connection with
with his
his resignation,
resignation, aa total
total severance
severance pay
pay of
of DKK
DKK 1.666
1.666 million
million was
was paid
paid
out. Lars
Lars Ellehave-Andersen
Ellehave-Andersen resigned
resigned as
as at
at(1)
Bonds
8,691
(2,556)
(1)
connection
out.
31 January
January 2016
2016 and
and received
received salary,
salary, fixed
fixed salary
salary components
components for
for car
car etc.
etc. to
to an
an amount
amount
of DKK
DKK 0.016
0.016
million in
in January
January
2016. Loans
(45) of
29 million
31
2016.
Derivative financial instruments
787
(7,746)
As from
from
2011,
the Board
Board of
of Directors
Directors decided
decided that
that all
all executive
executive vice
vice presidents
presidents are
are
qualified for
for uniform
uniform
performance-related
Total
value
adjustments
15,171
597 performance-related
(1)
(1)
As
2011,
the
qualified
bonus schemes.
schemes. Bonus
Bonus is
is granted
granted based
based on
on an
an assessment
assessment of
of overall
overall performance
performance –– both
both on
on company
company and
and personal
personal level.
level.
bonus
Both financial
financial
and
non-financial goals
goals are
are part
part of
of the
the assessment.
assessment. The
The bonus
bonus allocated
allocated is
is paid
paid over
over aa 5-year
5-year period
period (cf.
(cf. §§ 77a
77a
Pension
yield and
tax non-financial
Both
of the
the Danish
Danish
Financial
Business Act).
Act).
Collective
pension
yield Business
tax
(893)
596
of
Financial
Individual pension yield tax
(2,931)
(2,360)
The company
company
can
terminate
thefor
employment
of executive
executive vice
vice presidents
presidents at
at aa notice
notice of
of between
between 66 and
and
12 months,
months,-with
with 00 to
to 12
12 47 12
Adjustment
ofcan
pension
yield tax
previous year(s)
80
The
terminate
the
employment
of
months’
severance
pay.
All executive
executive vice
vice presidents
presidents may
may terminate
terminate their
their employment
employment
at between
between
and 66 months’
months’-notice.
notice.
Total
pension
yieldpay.
taxAll
(3,744)
(1,717)
months’
severance
at
55 and

99
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Note (DKK million)

Group

Note (mio. kr.)
Note
million)operating expenses, net of reinsurance (continued)
Group
6 (DKK
Insurance
6
Insurance
operating
expenses,
net
of
reinsurance
(continued)
6
Forsikringsmæssige driftsomkostninger, fortsat
6 Insurance operating expenses, net of reinsurance (continued)
Remuneration, the Board of Directors
Board
of
Audit
Remuneration
Bestyrelseshonorarer
Bestyrelse
Revisionsudvalg
Aflønningsudvalg
20162016
Board
of
Audit
Remuneration
Remuneration, the Board of Directors
2016
Directors
Committee
Committee
PFA-koncernen
Remuneration, the Board of Directors
Board
of
Audit
Remuneration
2016
Directors
Committee
Committee
Torben
Dalby
Larsen
(Formand
fra
28.04.2016,
0,640
0,053
0,693
The PFA Group
Directors
Committee
Committee
The
PFADalby
Group
Næstformand
indtil
28.04.2016)
Torben
Larsen
(Chairman from 28 April 2016,
0.640
0.053
0.693
The
PFA Dalby
GroupLarsen (Chairman from 28 April 2016,
Torben
0.640
0.053
0.693
Peter
Ibsen (Næstformand
fra 28.04.2016)
0,400
0,400
Vice-Chairman
until 28 April
2016)
Torben
Dalby Larsen
(Chairman
from 28 April 2016,
0.640
0.053
0.693
Vice-Chairman
until(Næstformand
28 April 2016)
Niels-Ulrik
Mousten
0,320 0.400
0,080
0,4000.400
Peter Ibsen
(Vice-Chairman
from fra
28 28.04.2016)
April 2016)
Vice-Chairman
until
28
April
2016)
Peter
Ibsen Mousten
(Vice-Chairman
28 April
0.400
0.400
Svend
Askær
(Formand(Vice-Chairman
indtil from
28.04.2016)
- 0.080
0,027- 0,427
Niels-Ulrik
from2016)
28 April 2016) 0,400
0.320
0.400
Peter
Ibsen (Vice-Chairman
from 28 April
2016)
0.400
-0.400
Niels-Ulrik
Mousten
(Vice-Chairman
from
28 April 2016) 0,320
0.320
0.080
0.400
Jens
DueAskær
Olsen
(Næstformand
28.04.2016)
0,180
0,020
0,520
Svend
(Chairman
untilindtil
28 April
2016)
0.400
0.027
0.427
Niels-Ulrik
Mousten
(Vice-Chairman
from
28 April 2016)
0.320
0.0800.400
Svend Askær
(Chairman
until 28 April
2016)
0.400
0.027
0.427
Karsten
Dybvad
0,240
0,120 0.180
-0.020
0,360
Jens Due
Olsen (Vice-Chairman until 28 April 2016)
0.320
0.520
Svend
Askær
(Chairman
until 28 April
0.400
0.027
0.427
Jens E.
Due
Olsen
(Vice-Chairman
untiltil2016)
28 April 2016)
0.320
0.180
0.020
0.520
Lone
Engberg
Thomsen
(Udbetalt
0,160
- 0.120
0,160
Karsten
Dybvad
0.240
0.360
Jens
Due
Olsen
(Vice-Chairman
until
28
April
2016)
0.320
0.180
0.020
0.520
KarstenLandsforbund)
Dybvad
0.240
0.120
0.360
Teknisk
Lone Engberg
Thomsen (Disbursed to
0.160
0.160
Karsten
Dybvad
0.240
0.120
0.360
LoneGrønbech
Engberg Thomsen (Disbursed to
0.160
0.160
Lasse
0,160
0,080 -0,240
Teknisk
Landsforbund)
Lone
Engberg
Thomsen (Disbursed to
0.160
0.160
Teknisk
Landsforbund)
Laurits
Rønn
0,240
0,060
0,300
Lasse Landsforbund)
Grønbech
0.160
0.080
0.240
Teknisk
Lasse
Grønbech
0.160
0.080
0.240
Per
Tønnesen
0,240
0,040
0,280
Laurits
Rønn(Udbetalt til HK Handel)
0.240
0.060
0.300
Lasse
Grønbech
0.160
0.080
0.240
Laurits
Rønn
0.240
0.060
0.300
Lars
Christoffersen
0,240
- - -0.040
0,240
Per
Tønnesen
(Disbursed
to
HK
Retail
and
Wholesale)
0.240
0.280
Laurits
Rønn
0.240
0.060
0.300
Per Tønnesen
(Disbursed
to HK Retail and Wholesale)
0.240
0.040
0.280
Charlotte
Dahlstrøm
Hovgaard
0,240
- - 0,240
Lars
Christoffersen
0.240
0.240
Per
Tønnesen
(Disbursed
to
HK
Retail
and
Wholesale)
0.240
0.040
0.280
Lars Christoffersen
0.240
0.240
Hanne
Sneholm
0,240
- -0,240
Charlotte
Dahlstrøm Hovgaard
0.240
0.240
Lars
Christoffersen
0.240
- 0.240
Charlotte
Dahlstrøm Hovgaard
0.240
0.240
Mette
Risom
0,240
- 0,0600,300
Hanne
Sneholm
0.240
0.240
Charlotte
Dahlstrøm Hovgaard
0.240
0.240
Hanne
Sneholm
0.240
0.240
Ebbe
Poulsen
0,020
- -0,020
MetteSneholm
Risom
0.240
0.060
0.300
Hanne
0.240
-- 0.240
Mette
Risom
0.240
0.060
0.300
Thomas P. Jensen (Udtrådt pr. 01.12.2016)
0,220
0,220
EbbeRisom
Poulsen
0.020
0.020
Mette
0.240
-- 0.060- 0.300
Ebbe
Poulsen
0.020
0.020
Gita Grüning (Udtrådt pr. 28.04.2016)
0,080
0,080
Thomas
P.Jensen
Jensen(Retired
(Retiredasasatat11December
December2016)
2016)
0.220
0.220
Ebbe
Poulsen
0.020
-- -- 0.020
Thomas
P.
0.220
0.220
Per Jørgensen (Udtrådt pr. 28.04.2016)
0,080
0,040
0,120
Gita
Grüning
(Retired
as
at
28
April
2016)
0.080
0.080
Thomas
P.
Jensen
(Retired
as
at
1
December
2016)
0.220
0.220
Gita Grüning (Retired as at 28 April 2016)
0.080
0.080
Klavs Andreassen (Udtrådt pr. 29.04.2015)
PerGrüning
Jørgensen
(Retired
28April
April
2016)
0.080
0.040
0.120
Gita
(Retired
as as
atas28
April
2016)
0.080
-- 0.080
Per
Jørgensen
(Retired
atat28
2016)
0.080
0.040
0.120
Erik G. Hansen (Udtrådt pr. 29.04.2015)
Klavs
Andreassen
(Retired
asat
at29
29April
April2015)
2015)
Per
Jørgensen
(Retired
as at as
28
April
2016)
0.080- 0.040- -- 0.120- Klavs
Andreassen
(Retired
Jørn Neergaard Larsen (Udtrådt pr. 28.06.2015)
ErikAndreassen
G.Hansen
Hansen(Retired
(Retired
as
29
April2015)
2015)
Klavs
(Retiredas
asatat
at29
29April
-- -- -- -- Erik
G.
Honorarer, i alt
4,480
0,500
0,260
5,240
Erik
G.Neergaard
Hansen (Retired
at 29 April
2015)
-- -- -- -Jørn
Neergaard
Larsenas
(Retired
28June
June2015)
2015)
Jørn
Larsen
(Retired
asasatat
28
Bestyrelsen modtager ikke variabel løn
Jørn
Neergaard
Larsen (Retired as at 28 June 2015)
Total
remuneration
4.480
0.500
0.260
5.240
Total
remuneration
4.480
0.500
0.260
5.240
Total remuneration
4.480
0.500
0.260
5.240
Løn og vederlag inkl. pensionsbidrag til ansatte, hvis aktiviteter
Salary and remuneration, including pension contributions, to employees whose activities have
har væsentlig indflydelse for virksomhedens risikoprofil
Salary
and remuneration,
including
pension
to employees whose activities have
a significant
impact on the
company's
riskcontributions,
profile
a significant impact on the company's risk profile
PFA-koncernen
2016
Group
2016
Group
2016
Gage
32,407
Salary
32.407
Pensionsbidrag
6,015
Salary
32.407
Pension
contributions
6.015
Faste
løndele
38,423
Pension
6.015
Fixed contributions
salary components
38.423
Fixed salary components
38.423
Variable løndele
3,471
Variable
salary components
3.471
Løn
og vederlag,
i alt
41,894
Variable
salary components
3.471
Total salary
and remuneration
41.894
Total salary and remuneration
41.894
Antal personer
19,8
Number of persons
19.8
Number of persons
19.8
Der henvises i øvrigt til pfa.dk/afloenningsrapport2016
Furthermore, we refer to PFA's 2016 remuneration report at pfa.dk/afloenningsrapport2016 (only available in Danish)
Furthermore, we refer to PFA's 2016 remuneration report at pfa.dk/afloenningsrapport2016 (only available in Danish)
Gennemsnitligt antal heltidsbeskæftigede i året
Average
PFA
Pensionnumber of employees (full-time) for the year
1.123
Average number of employees (full-time) for the year
PFAAsset
Pension
1,123
PFA
Management
67
PFA Pension
1,123
PFA virksomhed
Asset Management
Øvrig
86 67
PFA Asset Management
67
Other business antal
activities
Gennemsnitligt
heltidsbeskæftigede i året, i alt
1.276 86
Other business activities
86
Total average number of employees (full-time) for the year
1,276
Total average number of employees (full-time) for the year
1,276
Honorar til generalforsamlingsvalgt revisor
Deloitte
Fees to auditors appointed by the Annual General meeting of shareholders
Fees to auditors appointed by the Annual General meeting of shareholders
Lovpligtig
-6
Deloitterevision af årsregnskabet
Deloitte
Andre
sikkerhed
-0 (6)
Fees erklæringsopgaver
for statutory auditmed
of the
financial statements
Fees for statutory audit of the financial statements
(6)
Skatterådgivning
-1 (0)
Fees for other assurance engagements
Fees for other assurance engagements
(0)
Andre
-3 (1)
Fees ydelser
for tax consultancy
Fees for tax consultancy
(1)
Honorar
til
Deloitte,
i
alt
-10
Fees
other
services
Fees
forfor
other
services
(3) (3)
Total
auditor's
fees,
Deloitte
Total
auditor's
fees,
Deloitte
(10)(10)
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2015 2015

2015
2015

0,360

0.360

0.360
0,240

0.360
- 0.240
0.240 0,840
0.240
0,460-0.840
0.840
0,320
0.460
0.840
0.460
- 0.320
0.460
0.320
0.320
-0,260
0,240-0.260
0.260
0,240
0.240
0.260
0.240
0,160
0.240
0.240
0.240
0,240
0.160
0.240
0.160
0,300
0.240
0.160
0.240
0.300
0.240
0.300
0,240
0.300
0,240
-0.240
0.240
0,320
0.240
0.240
0.240
0,080
0.320
0.240
0.320
0,100
0.080
0.320
0.080
0,330
0.100
0.080
0.100
4,970
0.100
0.330
0.330
0.330
4.970
4.970
4.970

2015
2015
2015
31,455
31.455
5,800
31.455
5.800
37,255
5.800
37.255
37.255
3,289
3.289
40,544
3.289
40.544
40.544
19,5
19.5
19.5

1.167
1,167
57
1,167
75 57
57
1.299 75
75
1,299
1,299
-6
-0
(6)
-1
(0)
-1
(1)
-8
(1)
(8)

(6)
(0)
(1)
(1)
(8)

2016

9
10 10

Note (DKK million)

7

8

Group

PFA Holding

2016

2015

Transferred investment return
Investment return transferred to equity
Investment return transferred to sickness and accident insurance
Total transferred investment return

(289)
(241)
(530)

(181)
78
(102)

-

-

TECHNICAL RESULT OF SICKNESS AND ACCIDENT INSURANCE
Gross premiums
Change in provisions for unearned premiums
Change in profit margin and risk margin
Total earned premiums, net of reinsurance

1,981
235
(506)
1,710

1,741
7
1,748

-

-

(1,355)
(582)
(222)
(2,159)

(1,215)
(972)
(2,186)

-

-

Bonus and premium rebates
Acquisition costs
Administrative expenses
Total insurance operating expenses, net of reinsurance

(79)
(86)
(165)

(0)
(116)
(43)
(158)

-

-

Technical result

(614)

(574)

-

-

Investment return
TOTAL TECHNICAL RESULT OF SICKNESS AND ACCIDENT INSURANCE

134
(481)

(47)
(644)

-

-

Premium income from Danish insurance

1,981

1,741

-

-

1,227,636
160,091
13,489
13.0 %

1,232,444
144,578
15,122
11.7 %

-

-

(106)

35

-

-

Gross claims disbursed
Change in provisions for claims
Change in risk margin
Claims incurred, net of reinsurance

Claims, sickness and accident insurance
Number of policies
Number of claims
Average compensation for claims incurred, in DKK
Claims frequency
Run-off (loss)/profit, net of reinsurance

2016

Note (DKK million)
The run-off profit/(loss) reflects the profit/(loss) on the
provisions for claims made in previous year(s).
8

2015

Group

TECHNICAL RESULT OF SICKNESS AND ACCIDENT INSURANCE (CONTINUED)
2016
Gross premiums
Gross premiums earned
Gross claims incurred
Gross operating expenses
Technical result
Number of policies
Number of claims
Average compensation for claims incurred, in DKK
Claims frequency

Sickness and
accident insurance
1,243
1,488
(1,512)
(65)
(595)
660,322
2,585
584,798
0.4 %

Health
insurance
738
728
(648)
(100)
(19)
567,314
157,506
4,112
27.8 %

Total
1,981
2,216
(2,159)
(165)
(614)
1,227,636
160,091
13,489
13.0 %

2015
Gross premiums
Gross premiums earned
Gross claims incurred
Gross operating expenses
Technical result
Number of policies
Number of claims
Average compensation for claims incurred, in DKK
Claims frequency

1,062
1,079
(1,566)
(63)
(528)
622,680
2,902
539,648
0.5 %

679
669
(620)
(95)
(46)
609,764
141,676
4,378
23.2 %

1,741
1,748
(2,186)
(158)
(574)
1,232,444
144,578
15,122
11.7 %

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

lding
2012 P FA H o2013
808
1,208
(601)
(1,057)

Annual Repor t

2014
1,568
(1,634)

2016

2015
1,748
(2,186)

7 5 11
2016
2,216
(2,159)

2015
Gross premiums
Gross premiums earned
Gross claims incurred
Gross operating expenses
Technical result
Number of policies
Number of claims
Note Average
(DKK million)
compensation for claims incurred, in DKK
Claims frequency
8

1,062
1,079
(1,566)
(63)
(528)
622,680
2,902
539,648
0.5 %

679
1,741
669
1,748
(620)
(2,186)
(95)
(158)
(46)
(574)
609,764
1,232,444
141,676
144,578
4,378Group 15,122
23.2 %

11.7 %

Health
insurance
738
2015
728
1,748
(648)
(2,186)
(100)
(158)
(19)
(574)
567,314
(70)
157,506
35
4,112
4,077
27.8 %

Total
1,981
2016
2,216
2,216
(2,159)
(2,159)
(165)
(165)
(614)
(614)
1,227,636
134
160,091
(106)
13,489
5,683
13.0 %

TECHNICAL RESULT OF SICKNESS AND ACCIDENT INSURANCE (CONTINUED)
2016
Sickness
and accident insurance, key figures
Grossfigures
premiums
Key
(DKK million)
Gross premiums
premiums earned
earned
Gross
Gross
claims
incurred
Gross claims incurred
Gross insurance
operating operating
expenses expenses
Total
Technical
result
Technical result
Number of policies
Investment
return after technical interest
Number
of claims
Run-off profit/(loss)
Average
compensation
for claims incurred, in DKK
Total
techincal
provisions
Claims frequency

Key ratios
2015 claims ratio
Gross
Gross expense
premiumsratio
Gross
Gross premiums
Combined
ratio earned
Gross
claims
incurred
Operating ratio
Gross operating
expenses
Comparative
run-off
profit/(loss)
Technical
result
Note (DKK
million)
Number of policies
Number of claims
Average profit/(loss)
compensation
for (sums
claims
incurred,
in
DKKcompanies)
9 Pre-tax
of insurance
companies)
Profit/(loss)
before (sums
tax
of insurance
Claims frequency
Realised
results

2012
808
(601)
(139)
73
27
249
1,977

74.4
17.2
91.6
90.9
4.0

%
%
%
%
%

Sickness and
accident insurance
1,243
2013
2014
1,488
1,208
1,568
(1,512)
(1,057)
(1,634)
(65)
(106)
(141)
(595)
59
(204)
660,322
(2)
8
2,585
150
41
584,798
2,256
3,143
0.4 %
87.5
8.8
96.3
95.2
8.0

%
%
%
%
%
Group

2016

104.2 %
1,062
9.0 %
1,079
113.2
%
(1,566)
113.0
%
(63)
2.0
%
(528)
622,680
2,902
2015
539,648
0.5 %

125.1 %
97.5 %
679
1,741
9.1
%
7.4 %
669
1,748
134.1
%
104.9
%
(620)
(2,186)
132.4
%
104.9
%
(95)
(158)
1.2
%
(2.8)
%
(46)PFA Holding
(574)
609,764
1,232,444
141,676
144,578
2016
2015
4,378
15,122
23.2 %
11.7 %

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
Sickness
accidentvalue
insurance,
key figures
Change
in and
accumulated
adjustment
Key
figures
(DKK
million)
2012
Realised results for PFA Plus, market rate
Gross realised
premiumsresults
earned
808
Total
Gross claims incurred
(601)
Total insurance
expenses
(139)
Distribution
tooperating
customers
Technical result
73
Allocation
to policyholders' savings during the year
Investment
return after
technical
interest
27
Transfer
to collective
bonus
potential
Run-off
profit/(loss)to customers
249
Total
distribution
Total techincal provisions
1,977

10,736
213
273
(6,198)
2013
1,288
1,208
6,312
(1,057)
(106)
59
2,009
(2)
768
150
2,777
2,256

754
277
337
4,268
2014
1,228
1,568
6,864
(1,634)
(141)
(204)
2,573
8
2,010
41
4,583
3,143

Distribution to CustomerCapital
Key ratios contributions to CustomerCapital
Customers'
Gross claims
ratio
74.4 %
Return
for the
year before pension yield tax
Gross expense
Operational
riskratio
charge for the year before pension yield tax, incl. 17.2 %
Combined
ratio
91.6 %
risk
and expenses
Operating
ratio CustomerCapital
90.9 %
Cover
of losses,
Comparative
run-offtoprofit/(loss)
4.0 %
Total
distribution
CustomerCapital

1,359
87.5
%
945
8.8 %
96.3
%
902
95.2 %
8.0 %
3,206

1,313
104.248
%
9.0 %
113.2
%
724
113.0 %
2.0 %
2,085

5,983

6,668

-

-

167
162
0
329

12
184
0
196

-

-

Operational risk charge receivable, equity
Interest rate group 4, basic interest rate of 4.0 per cent or more
Total operational risk charge receivable, equity

84
84

105
105

-

-

Operational risk charge receivable, CustomerCapital
Interest rate group 4, basic interest rate of 4.0 per cent or more
Total operational risk charge receivable, CustomerCapital

341
341

427
427

-

-

Total customers' share
Distribution to equity via the income statement
Return for the year before tax
Operational risk charge for the year before tax, incl. risk and expenses
Cover of losses, equity
Equity's share of the realised results

2015
1,748
(2,186)
(158)
(574)
(70)
35
4,077

125.1
9.1
134.1
132.4
1.2

%
%
%
%
%
-

2016
2,216
(2,159)
(165)
(614)
134
(106)
5,683

97.5
7.4
104.9
104.9
(2.8)

%
%
%
%
%
-

12

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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2016

12

Note (DKK million)

10

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)
Impairment loss on tax asset for the year
Total tax
Effective tax rate
Current tax rate
Share of the results after tax, group enterprises
Non-taxable income
Non-deductible expenses
Adjustment of taxes related to previous year(s)
Impairment loss on tax asset for the year
Total effective tax rate
Deferred tax
Intangible assets
Property, plant and equipment
Tax transfer from equity to CustomerCapital
Collective pension yield tax receivable
Tax loss
Miscellaneous
Total deferred tax assets

Property, plant and equipment, PFA Bank
Property, plant and equipment, Danske Hus Hamburg
Deferred tax liabilities
Note (DKK
Totalmillion)
deferred tax

11

12

Group

PFA Holding

2016

2015

2016

2015

(88)
9
38
(19)
(60)

(11)
(36)
6
(65)
(624)
(729)

3
(0)
(2)
1
2

3
(0)
(0)
(1)
2

22.0 %
0.0 %
(96.2) %
98.1 %
0.0 %
0.0 %
23.9 %

23.5 %
0.0 %
(145.8) %
143.2 %
15.5 %
165.2 %
201.6 %

22.0 %
(22.9) %
0.0 %
0.1 %
0.2 %
0.0 %
(0.7) %

23.5 %
(22.9) %
0.0 %
0.0 %
(0.2) %
0.0 %
0.4 %

78
(234)
527
23
395

58
(249)
32
592
522
26
981

10
10

9
9

395Group

0
0
981

10PFA Holding 9

2016

2015

Equipment
Cost, beginning of year
Additions during the year
Disposals during the year
Cost, end of year

105
60
(60)
105

205
12
(112)
105

-

-

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

(60)
(24)
47
(37)
68

(146)
(21)
107
(60)
45

-

-

Owner-occupied properties
Revaluation value, beginning of year
Additions during the year
Disposals during the year
Depreciation
Value adjustment via other comprehensive income
Value adjustment via income statement
Owner-occupied properties, end of year

467
(4)
2
4
469

421
1
(8)
45
8
467

-

-

5.4 %

5.4 %

-

-

13,334
505
(139)
662
14,363

-

-

2016

77

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

2016

2015

For the purpose of measuring properties, valuations have been obtained from external valuers.
13

Investment properties
Fair value, beginning of year
Additions during the year
Disposals during the year
Value adjustment to fair value for the year
Investment properties, end of year
Of which placed under Investment assets related to market rate
products in the balance sheet
The weighted average of the rates of return applied in determining the fair

14,363
2,798
(659)
840
17,341

P FA H o l d i n g

7,561
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6,565

-

- 14

Disposals during the year
Depreciation
Value adjustment via other comprehensive income
Value adjustment via income statement
Owner-occupied properties, end of year
The weighted average of the rates of return applied in determining the fair
value of owner-occupied properties amounts to
Note (DKK million)

10
13

(4)
2
4
469

5.4 %
Group

(8)
45
8
467

5.4 %

For the purpose of measuring properties, valuations have been obtained from external valuers.
2016
2015
Tax
Investment properties
Current corporation tax
(88)
(11)
Fair value, beginning of year
14,363
13,334
Change in deferred tax for the year
9
(36)
Additions during the year
2,798
505
Adjustment, current corporation tax related to previous year(s)
38
6
Disposals during the year
(659)
(139)
Change in deferred tax related to previous year(s)
(19)
(65)
Value adjustment to fair value for the year
840
662
Impairment loss on tax asset for the year
(624)
Investment properties, end of year
17,341
14,363
Total tax
(60)
(729)
Of which placed under Investment assets related to market rate
Effective tax rate
products in the balance sheet
7,561
6,565
Current tax rate
22.0 %
23.5 %
Share of the results after tax, group enterprises
0.0 %
0.0 %
The weighted average of the rates of return applied in determining the fair
Non-taxable income
(96.2) %
(145.8) %
value of individual properties valued according to the returns methodology
Non-deductible expenses
98.1 %
143.2 %
amounts to:
Adjustment of taxes related to previous year(s)
0.0 %
15.5 %
Office properties
4.7 %
5.0 %
Impairment loss on tax asset for the year
0.0 %
165.2 %
Retail properties
3.6 %
4.0 %
Total effective tax rate
23.9 %
201.6 %
Other business properties
5.8 %
5.0 %
Residential properties
3.4 %
4.3 %
Deferred tax
Intangible assets
78
58
For residential properties valued according to the Discounted Cash Flow
Property, plant and equipment
(234)
(249)
valuation method, the weighted average of the rates of return applied in
Tax transfer from equity to CustomerCapital
32
determining the fair value of individual properties amounts to:
Collective pension yield tax receivable
592
Return, beginning of year
3.4 %
Tax loss
527
522
Return, end of year
4.3 %
Miscellaneous
23
26
Total deferred tax assets
395
981
For the purpose of measuring properties, valuations have been obtained from external valuers

Property, plant and equipment, PFA Bank
Property, plant and equipment, Danske Hus Hamburg
14 Equity investments in group enterprises
Deferred tax liabilities
Activity
PFA Holding
Total deferred tax
PFA Pension, forsikringsaktieselskab
Life insurance company
Asset management company
PFA Asset Management A/S
PFA Bank A/S
Credit instituition

Registered
office
395
Copenhagen
Copenhagen
Copenhagen

0
Ownership
0
interest
981
100.0 %
100.0 %
100.0 %

-

-

PFA Holding
2016

2015

3
(0)
(2)
1
2

3
(0)
(0)
(1)
2

22.0 %
(22.9) %
0.0 %
0.1 %
0.2 %
0.0 %
(0.7) %
-

23.5 %
(22.9) %
0.0 %
0.0 %
(0.2) %
0.0 %
0.4 %
-

10
10

9
9

Profit/
(loss)
10
136
123
7

Equity
9
4,835
435
105

The stated profit/(loss) and equity are the figures reported in the latest published annual reports.
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Note (DKK million)

Group

15 Equity investments in associates
Registered
Ownership
8 TECHNICAL
RESULT OF SICKNESS AND ACCIDENT INSURANCE (CONTINUED)
Activity office
interest
Group
Sickness49.9
and%
Alsik Estate ApS **
General partner company
Sønderborg
2016
accident insurance
Alsik Estate P/S **
Property company
Sønderborg
49.9 %
Gross
1,243
Altiuspremiums
Real Asset S.C.A, Sicav-SIF (ARAF) **
Investment company
Luxembourg
56.6 %
Gross
premiums
earned
1,488
ATPFA
K/S *
Property company
Copenhagen
49.7 %
Gross
claims IIincurred
(1,512)
Blue Equity
K/S **
Investment company
Kolding
40.5 %
Gross
operating
expenses
(65)%
Borgen
Shopping
P/S
Property company
Sønderborg
40.0
Carlsbergresult
Byen P/S
Property company
Copenhagen
29.9 %
Technical
(595)
CAT Invest
I A/S under frivillige likvidation
Investment company
Holte 660,322
23.1 %
Number
of policies
Danmarks
Skibskredit Holding A/S **
Holding company
Copenhagen
33.3 %
Number
of claims
2,585
Ejendomsselskabet
Axeltorv
2
Copenhagen 584,798
33.3 %
Average
compensation
for claims
incurred, in DKK General partner company
Komplementar
Claims
frequencyApS
0.4 %
Ejendomsselskabet Axeltorv 2 P/S
Property company
Copenhagen
33.3 %
Ejendomsselskabet Norden I K/S
Property company
Copenhagen
22.2 %
2015
Ejendomsselskabet
Norden
IV
K/S
Property
company
Copenhagen
32.4 %
Gross premiums
1,062
Ejendomsselskabet
Norden VIII K/S
Property company
Copenhagen
32.8 %
Gross
premiums earned
1,079
Ejendomsselskabet
Portland
Towers
General
partner
company
Copenhagen
33.3 %
Gross claims incurred
(1,566)
Komplementar ApS
Gross operating expenses
(63)
Ejendomsselskabet Portland Towers P/S
Property company
Copenhagen
33.3 %
Technical result
(528)
Garland Center **
Property company
USA
29.0 %
Number of policies
622,680
Grosvenor London Office Fund
Investment company
London
49.8 %
Number of claims
2,902
IP Infra Investors LP **
Investment company
USA
30.0 %
Average compensation for claims incurred, in DKK
539,648
Irish Forestry Investments Holding A/S
Property company
Copenhagen
33.3 %
Claims frequency
0.5 %
K/S Kristensen Partners I
Property company
Aalborg
20.0 %
K/S Kristensen Partners I ApS
Property company
Aalborg
20.0 %
Kirk & Thorsen Invest A/S
Investment company
Vejle
32.3 %
Komplementarselskabet Borgen
General partner company
Sønderborg
40.0 %
Sickness
andApS
accident insurance, key figures
Sønderborg
Key
figures
(DKKP/S
million)
2012
2013
2014
Kronborg
Strand
Property company
Copenhagen
47.0 %
Gross
premiums
808
1,208
1,568
Letpension
A/S earned
Service company
Copenhagen
49.0 %
Gross
claimsAudley
incurred
(601)
(1,057)
(1,634)
Moorfield
Real Estate Fund "B" L.P.
Property company
London
38.0 %
Total
operating
(139)
(106)
(141)
NREPinsurance
LogiReal Holding
ABexpenses
Holding company
Stockholm
38.0 %
Technical
result AB
73
59
(204)
NREP Logistics
Property company
Stockholm
47.5 %
Investment
27
(2)
PF I A/S return after technical interest
Holding company
Copenhagen
40.08%
Run-off
249
150
41%
Private profit/(loss)
Equity New Markets II K/S
Investment company
Copenhagen
22.8
Total
techincal
provisions
1,977
2,256USA
3,143
Sares
Regis Multi
Value-Add Fund II - Parallel
Property company
33.0 %
SE Blue Equity I K/S
Investment company
Kolding
24.0 %
SE Blue
Renewables GP ApS *
Management company
Copenhagen
50.0 %
Key
ratios
SE Blue
Renewables
K/S *
Investment74.4
company
Copenhagen
50.0
Gross
claims
ratio
%
87.5 %
104.2
%%
Sunstone
Biomed.
Investment17.2
company
Copenhagen
23.7
Gross
expense
ratioVenture III P/S
%
8.8 %
9.0
%%
TS Q205 Holdings
SCSp
Property91.6
company
Luxembourg
55.6
Combined
ratio
%
96.3 %
113.2
%%
Via Venture
Partners Fund III K/S **
Investment90.9
company
Hellerup
49.9
Operating
ratio
%
95.2
%
113.0
%%

Comparative run-off profit/(loss)
4.0 %
8.0 %
2.0 %
The stated profit/(loss) and equity are the figures reported in the latest published annual reports
Of which placed under Investment assets related to market rate products in the balance sheet

Profit/
(loss)
Health
insurance
738
728
448
(648)
(100)
28
(58)
(19)
(8)
567,314
157,506
5
4,112

Equity
Total
1,981
2,216
5,271
(2,159)
(165)
309
391
(614)
942
1,227,636
160,091
76
13,489

27.8 %
(14)
3
(8)
679
(2)
669
(11)
(620)

13.0 %
244
143
251
1,741
0
1,748
63
(2,186)

(95)
85
(46)
609,764
0
141,676
4,378
1
23.2 %
57
(3)
101
0

(158)
453
(574)
1,232,444
4,339
144,578
15,122
53
11.7 %
608
133
271
0

2015
(16)
1,748
(2,186)
(3)
(158)
43
(574)
114
(70)
(0)
35
(31)
4,077
(3)
23
(248)
125.1
%
9.142
%
134.1(8)
%
132.4 %
1.2 %

2016
79
2,216
30
(2,159)
1,104
(165)
105
(614)
149
134
942
(106)
1,207
5,683
239
374
0
97.50 %
110
7.4 %
265 %
104.9
104.9- %
(2.8) %
5,727

The note includes only companies directly owned by PFA Pension
* Jointly controlled enterprises
** First financial year 2016, why accounting figures are not public
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Note (DKK million)

10
16

17

18

19

Group

PFA Holding

2016

2015

2016

2015

Tax
Bonds
Current
corporation tax
Total
bonds
Change
deferred
Of
whichinbonds
soldtax
as for
partthe
of year
repo transactions
Adjustment, current corporation tax related to previous year(s)
Change
deferred
tax Investment
related to previous
year(s)to market rate products
Of
whichinplaced
under
assets related
Impairment
loss
on tax asset for the year
in
the balance
sheet
Total tax

(88)
396,025
9
116,483
38
(19)
164,933
(60)

(11)
398,781
(36)
131,032
6
(65)
(624)
164,578
(729)

3
4
(0)
(2)
1
2

3
133
(0)
(0)
(1)
2

Loans
Effective
tax rate
Secured
loans
Currentloans
tax rate
Other
Share loans
of the results after tax, group enterprises
Total
Non-taxable income
Non-deductible
Of
which placedexpenses
under Investment assets related to market rate products
Adjustment
of sheet
taxes related to previous year(s)
in
the balance
Impairment loss on tax asset for the year
Total effective tax rate

22.0
%
923
0.0
%
923
(96.2) %
98.1 %
0.0
%
908
0.0 %
23.9 %

2
23.5
%
732
0.0
%
734
(145.8) %
143.2 %
15.5
%
713
165.2 %
201.6 %

22.0 %
(22.9) %
0.0 %
0.1 %
0.2 %
0.0 %
(0.7) %

23.5 %
(22.9) %
0.0 %
0.0 %
(0.2) %
0.0 %
0.4 %

Deposits with credit institutions
Deferred
tax with credit institutions
Total
deposits
Intangible
assets transations
Of
which reverse
Property, plant and equipment
Taxwhich
transfer
fromunder
equity
to CustomerCapital
Of
placed
Investment
assets related to market rate products
Collective
pension
yield tax receivable
in
the balance
sheet
Tax loss
Miscellaneous
Miscellaneous
Total deferred tax assets

11,067
78
11,067
(234)
7,045
527
23
395

857
58
857
(249)
32
592
846
522
10
26
981 Positive 10

9
9
Negative

Type of instrument
Property,
plant and equipment, PFA Bank
Share
options

Expiry

Principal

2017-2020

Property,
plantSwaps
and equipment, Danske Hus Hamburg
Credit
Default

2017-2026

Deferred tax liabilities
Futures

2017-2018

Total deferred tax
Swaps

2017-2050

0
17,399
- 680
395
1,223,206

market value

Swaptions

2019-2057

24,890

8,135

Currency options

2017-2031

12,342

102

(156)

Forward exchange contracts

2017-2025

9,399

577

(3,075)

25,086

(14,979)

4,565

(5,633)

0
0
981

Total derivate financial instruments

market value

231 0 15,274 10
768

(251)
(234)
-9
(9,816)
(1,446)

Of which placed under Investment assets related to market rate
products in the balance sheet
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 10,939 million has been received.

Note (DKK million)

20

Group
2016

2015

2016

2015

Investment assets related to market rate products
Investment properties
Equity investments in associates
Loans to associates
Equity investments
Bonds
Loans
Deposits with credit institutions
Miscellaneous
Total investment assets related to market rate products

7,561
5,727
1,495
77,341
164,933
908
7,045
4,569
269,580

6,565
2,699
848
57,516
164,577
713
846
3,876
237,640

-

-

Other items
Other receivables
Other receivables related to market rate products
Other payables related to market rate products
Total net investment assets related to market rate products

14,847
(14,429)
(82,177)
187,820

8,210
(5,659)
(102,287)
137,904

-

-

Repo liabilities pertain to sold bonds, which have been included in the bond
portfolio at a fair value of DKK 82,591 million. Of this fair value, an amount of
80

PFA Holding
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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 10,939 million has been received.

Note (DKK million)
Note (DKK million)
20
10

21
21

22
22

Investment assets related to market rate products
Tax
Investment properties
Current corporation tax
Equity investments in associates
Change in deferred tax for the year
Loans to associates
Adjustment, current corporation tax related to previous year(s)
Equity investments
Change in deferred tax related to previous year(s)
Bonds
Impairment loss on tax asset for the year
Loans
Total tax
Deposits with credit institutions
Miscellaneous
Effective tax rate
Total investment assets related to market rate products
Current tax rate
Share of the results after tax, group enterprises
Other items
Non-taxable income
Other receivables
Non-deductible expenses
Other receivables related to market rate products
Adjustment of taxes related to previous year(s)
Other payables related to market rate products
Impairment loss on tax asset for the year
Total net investment assets related to market rate products
Total effective tax rate

own more than 5 per cent of PFA Holding's share capital.
Retained earnings
Retained earnings,
Retained
earningsbeginning of year
Correction
due to new
executive
order on the presentation of
Retained earnings,
beginning
of year
financial
statements
Correction
due to new executive order on the presentation of
Transfer
the income statement
financial from
statements
Dividend
Transfer from the income statement
Retained
Dividend earnings, end of year
An amountearnings,
of DKK 50,000
set aside as dividend in PFA Holding in 2016
Retained
end ofis year
(2015:
DKK of
50,000).
An
amount
DKK 50,000 is set aside as dividend in PFA Holding in 2016
(2015: DKK 50,000).
CustomerCapital
CustomerCapital, beginning of year
CustomerCapital
Addition in connection
with of
theyear
merger with Bankpension
CustomerCapital,
beginning
Correction
to new executive
order on
theBankpension
presentation of
Addition
in due
connection
with the merger
with
financial statements
Correction
due to new executive order on the presentation of
Distribution
to CustomerCapital
financial
statements
Disbursement
CustomerCapital
Distribution
toof
CustomerCapital
CustomerCapital's
share of other activities
Disbursement
of CustomerCapital
Pension yield tax share of other activities
CustomerCapital's
Total transfer
from the income statement
Pension
yield tax
Directtransfer
transferfrom
fromthe
equity
Total
income statement
CustomerCapital,
of year
Direct
transfer fromend
equity

23

For more details, please see the section "Accounting policies"
Subordinate loan capital
Subordinate loan capital
The loans were repaid in 2015 before their maturity dates.

PFA Holding
PFA Holding

2016
2016

2015
2015

2016
2016

2015
2015

7,561
(88)
5,727
9
1,495
38
77,341
(19)
164,933
908
(60)
7,045
4,569
269,580
22.0 %
0.0 %
(96.2) %
14,847
98.1 %
(14,429)
0.0 %
(82,177)
0.0 %
187,820
23.9 %

6,565
(11)
2,699
(36)
848
6
57,516
(65)
164,577
(624)
713
(729)
846
3,876
237,640
23.5 %
0.0 %
(145.8) %
8,210
143.2 %
(5,659)
15.5 %
(102,287)
165.2 %
137,904
201.6 %

3
(0)
(2)
1
2
22.0 %
(22.9) %
0.0 %
0.1 %
0.2 %
0.0 %
(0.7) %

3
(0)
(0)
(1)
2
23.5 %
(22.9) %
0.0 %
0.0 %
(0.2) %
0.0 %
0.4 %

58
(249)
32
592
522
26
981

10
10

- 18
9
9

0
0
981

10

9

3,934

4,508

5,181

5,754

3,934
(99)
219
(99)
219
4,054
-

4,508
(574)
(0)
(574)
3,934
(0)

5,181
(99)
219
(99)
219
5,301
-

5,754
(573)
(0)
(573)
5,181
(0)

4,054

3,934

5,301

5,181

25,803
912
25,803
912
(860)
3,206
(860)
(521)
3,206
624
(521)
(327)
624
2,982
(327)
2,982
28,838
-

24,469
24,469
2,085
(515)
2,085
(115)
(515)
(120)
(115)
1,334
(120)
1,334
25,803
-

-

-

-

-

28,838

25,803

-

-

Repo liabilities pertain to sold bonds, which have been included in the bond
Deferred tax
portfolio at a fair value of DKK 82,591 million. Of this fair value, an amount of
Intangible assets
78
DKK 54,354 million has been recognised in PFA Investment Fund (2015:
Property, plant and equipment
(234)
DKK 101,819 million, of which DKK 79,584 million was recognised in
Tax transfer from equity to CustomerCapital
PFA Investment Fund).
Collective pension yield tax receivable
Tax loss
527
For more details, please see the section "Accounting policies".
Miscellaneous
23
Share
capital
Total deferred tax assets
395
Share capital
PFA Holding A/S
Property, plant share
and equipment,
PFA Bank
The
capital consists
of 90 shares in the denomination of
PFA company's
Holding A/S
Property,
plant
and
equipment,
Danske Hus Hamburg
DKK
5,000,
500share
shares
in theconsists
denomination
of DKKin1,000
and 250 shares
The
company's
capital
of 90 shares
the denomination
of
Deferred
tax
liabilities
in the5,000,
denomination
of DKK
DKK
500 shares
in the200.
denomination of DKK 1,000 and 250 shares
Total deferred tax
395
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
Denmark
PFA
Fonden,
Sundkrogsgade
4, 2100
Copenhagen,
Denmark
and TheV,Confederation
own
more Employers
than 5 per(DA),
cent Vester
of PFA Voldgade
Holding's 113,
share1552
capital.
of
Danish
Copenhagen V, Denmark

CustomerCapital, end of year
For more details, please see the section "Accounting policies"
23

Group
Group

-

-

-

-

-

-

-

-

-

The loans were repaid in 2015 before their maturity dates.
Interest related to subordinate loan capital for the year

-

12

-

-

Interest related to subordinate loan capital for the year

-

12

-

-

2016
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24

Group

Life insurance provisions
Life insurance provisions, beginning of year
Profit margin, begining of year
Total technical provisions, begining of year
Collective bonus potential, begining of year
Accumulated value adjustment, beginning of year
Retrospective provisions, beginning of year
Retrospective provisions transferred from claims provision
Retrospective provisions transferred from Bankpension
Accumulated value adjustment transferred from Bankpension
Collective bonus potential transferred from Bankpension
Changes during the year due to
Gross premiums
Transfer to life insurance provisions, market rate
Accrual of interest
Insurance benefits
Expense loading after addition of cost bonus
Profit on risk after addition of risk bonus
Customers' contributions to CustomerCapital, net
Other changes
Total changes
Retrospective provisions, end of year
Accumulated value adjustment, end of year
Collective bonus potential, end of year
Total technical provisions, end of year
Profit margin, end of year
Life insurance provisions, end of year
Of which
Gross provisions for indirect insurance, beginning of year
Change during the year
Gross provisions for indirect insurance, end of year
Breakdown of changes in gross life insurance provisions
Change in retrospective provisions
Change recognised directly in the balance sheet
Change in accumulated value adjustment
Change in collective bonus potential
Change in profit margin
Retrospective provisions transferred from Bankpension
Accumulated value adjustment transferred from Bankpension
Collective bonus potential transferred from Bankpension
Change in gross life insurance provisions
Of which transferred from other comprehensive income

PFA Holding

2016

2015

214,184
214,184
(13,402)
(51,698)
149,084

231,610
231,610
(8,036)
(58,811)
164,763

-

-

18,597
1,000
2,110

376
-

-

-

-

-

2,622
(24,085)
5,662
(10,314)
(487)
19
413
3
(26,166)
141,514
61,842
12,339
215,696
215,696

3,682
(13,675)
6,017
(12,167)
(495)
(6)
644
1
(16,000)
149,139
54,583
10,460
214,182
214,182

-

-

1,052
(1,052)
-

-

-

(16,000)
376
(4,227)
2,424
(17,427)
44

-

-

-

(26,166)
9,144
(3,173)
18,597
1,000
2,110
1,512
2

2016

2015

Guaranteed benefits have been calculated taking into account the conversion of contracts into 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 exclusive of intercompany transfers to market rate for individual customers between the ages of 30 and
59, both ages included. Interest rate group and gender-dependent surrender percentages between 2 and 6 per cent per year are
applied until age 60, when the surrender percentages are fixed at 0 per cent. In overall terms, the surrender percentages are
highest in interest rate group 1 and lowest in interest rate groups 3 and 4. The surrender percentage in the individual interest rate
groups is at its highest at age 40 for both men and women. The probability of transfer to a paid-up policy is estimated at 6 per cent
per year. The calculation of probabilities includes a risk charge of 10 per cent for surrender and 25 per cent for conversion into a
paid-up policy.
The interest on average interest rate pension plans is stable and there is a guaranteed minimum payout (guaranteed benefit)
once the retirement pension is paid out. With average interest rate savings, the money is invested at a relatively low risk to ensure
the guaranteed minimum payout. Average interest rate plans that include the possibility of a bonus are divided into different groups
(contribution groups) based on rules fixed by the Danish Financial Supervisory Authority. The policies are placed in an interest rate
group, a risk group and a cost group, respectively.
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Note (DKK million)
24

Group

PFA Holding

Life insurance provisions (continued)
Interest rate groups:
PFA Pension has four interest rate groups, and each policy is placed in one of these groups.
Placement in the interest rate groups is based on a calculation of the policy's weighted basic interest rate, which is an
expression of the size of the guaranteed benefits relative to the savings.
-

Interest
Interest
Interest
Interest

rate
rate
rate
rate

group
group
group
group

1:
2:
3:
4:

Policies
Policies
Policies
Policies

with
with
with
with

a
a
a
a

weighted
weighted
weighted
weighted

basic
basic
basic
basic

interest
interest
interest
interest

rate
rate
rate
rate

of up to 2.0 %
over 2.0 % and up to 3.0 %
over 3.0 % but less than 4.0 %
of 4.0 % and above.

Risk groups:
PFA Pension has three risk groups, and each policy is placed in one of these groups:
- Policies covered by an agreement on special local experience rating or a so-called pooling arrangement
- Policies with regular risk calculation
- Policies with group term life insurance
Cost groups:
PFA Pension has three cost groups, and each policy is placed in one of these groups:
- Policies in the payout phase as well as other policies without regular payments
- Policies with regular payments
- Policies with group term life insurance
PFA Soraarneq, forsikringsaktieselskab has an interest rate group, a risk group and a cost
group, respectively.
In addition, PFA Pension holds some groups of plans which are exempt from contribution.

Life insurance provisions, net of reinsurance

2016
Guaranteed

Individual

Collective

Under contribution

benefits bonus potential bonus potential

Interest rate group 1, basic interest rate of up to 2.0 %

77,231

835

9,292

662

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

17,428

31

1,541

195

Interest rate group 3, basic interest rate over 3.0 and up to 4.0 %

25,258

5

316

448

Interest rate group 4, basic interest rate of 4.0 % or more

77,406

8

564

1,721

905

137

67

6

PFA Soraarneq A/S
Risk groups

526

Cost groups

33

Risk margin

Outside contribution
Other

1,073

Total

199,300

7
1,016

12,339

Total life insurance provisions, net of reinsurance

3,041
215,696

Comparative figures for 2015 are excluded as the changes in connection with implementation of
the new Danish Executive Order on the Presentation of Financial Statements entail that a similar
division for 2015 will not be comparable.
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Outside contribution
Other

1,073

Total

199,300

7
1,016

12,339

3,041

Total life insurance provisions, net of reinsurance

215,696

Comparative figures for 2015 are excluded as the changes in connection with implementation of
the new Danish Executive Order on the Presentation of Financial Statements entail that a similar
division for 2015 will not be comparable.

Note (DKK million)

24

Group

Life insurance provisions (continued)
Rate of return in interest rate groups
Interest rate group 1, basic interest rate of up to 2.0 %
Interest rate group 2, basic interest rate over 2.0 % and up to 3.0 %
Interest rate group 3, basic interest rate over 3.0 % and up to 4.0 %
Interest rate group 4, basic interest rate of 4.0 % or more
PFA Soraarneq A/S
Bonus ratios in interest rate groups
Interest rate group 1, basic interest rate
Interest rate group 2, basic interest rate
Interest rate group 3, basic interest rate
Interest rate group 4, basic interest rate
PFA Soraarneq A/S

of up to 2.0 %
over 2.0 % and up to 3.0 %
over 3.0 % and up to 4.0 %
of 4.0 % or more

2016

2015

2016

2015

6.4
7.5
7.7
6.4
5.7

%
%
%
%
%

3.4
1.9
1.9
1.2
0.3

%
%
%
%
%

-

-

14.4
10.9
1.9
1.4
7.0

%
%
%
%
%

10.6
8.9
1.7
1.3
6.7

%
%
%
%
%

-

-

Risk groups
Balance on the claims experience account after addition of risk bonus
Balance on the claims experience account after addition of risk bonus,
in per cent

(43)

(4)

-

-

(0.02) %

0.00 %

-

-

Cost groups
Expense loading after addition of cost bonus
Insurance operating expenses for the year
Balance on the cost account
Balance on the cost account, in per cent

385
(432)
(47)
(0.02) %

406
(476)
(70)
(0.03) %

-

-

6.0 %

1.8 %

-

-

136,189
787
136,976
862
137,838

104,080
104,080
(75)
104,005

-

-

Return on customer funds, average interest rate products
Pre-tax return on customer funds after expenses
25

PFA Holding

Life insurance provisions, market rate
Market rate insurance contracts
Life insurance provisions, market rate, begining of year
Profit margin, begining of year
Total technical provisions, begining of year
Accumulated value adjustment, beginning of year
Retrospective provisions, beginning of year
Retrospective provisions transferred from Bankpension
Accumulated value adjustment transferred from Bankpension

(4)
28

-

Changes during the year due to
Gross premiums
Transfer from average interest rate products
Addition of return
Insurance benefits
Expense loading
Balance on the claims experience account
Customers' contributions to CustomerCapital, net
Total changes
Of which transferred from other comprehensive income
Retrospective provisions, end of year
Accumulated value adjustment, end of year
Total technical provisions, end of year
Profit margin, end of year
Total life insurance provisions, market rate

27,215
24,085
8,102
(6,845)
(309)
170
(1,252)
51,166
(12)
189,001
(1,181)
187,820
(1,182)
186,639

23,319
13,675
6,287
(7,876)
(260)
112
(1,441)
33,816
9
137,821
82
137,904
137,904

-

-

Of which technical provisions related to market rate products
Of which provisions for market rate products excluding technical provisions

1,170
185,469

694
137,210

-

-

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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25

Group

Life insurance provisions, market rate (continued)
Breakdown of changes in life insurance provisions, market rate
Change in retrospective provisions
Change in accumulated value adjustment
Change in profit margin
Retrospective provisions transferred from Bankpension
Accumulated value adjustment transferred from Bankpension
Change in gross life insurance provisions

PFA Holding

2016

2015

51,166
(346)
(395)
(4)
28
50,449

33,816
8
33,824

2016

2015

-

-

In market rate pension plans, the individual customer has co-determination when it comes to how the savings are to be invested
depending on the risk profile requested by the customer. The customers bear the investment risk as well as the risk that the
average life expectancy will change, which implies increased investment freedom providing the possibility of a higher return.
Market rate customers have the possibility of choosing among four investment profiles for which the asset mix is fixed by PFA
Pension. Investment profiles A, B, C and D offer different return potentials and degrees of risk. Profile A comes with the lowest risk
and the lowest potential for a high return. Profile D has the greatest possibility of a high return - but also the highest risk. The
investment profiles are part of a life cycle product, in which the share of investments with the highest risk will be gradually reduced
as the customer approaches retirement. In market rate, the customers also have the possibility of selecting the product You Invest,
which entails that the customer can decide in which assets the savings are to be invested.
PFA offers market rate customers that they may include a payout protection cover, which ensures that that the customer’s payouts
will not drop below a certain level irrespective of the development on the financial markets. Usually, the payout protection cover
can be included in savings in Investment profiles A and B. The payout protection cover will be phased in from 10 years before
the customer’s retirement.

Return on customer funds, market rate products
Pre-tax return on customer funds after expenses

2016

2015

6.7 %

6.1 %

2016

2015

-

-

2016

85

Return and risk, market rate products
Profile D
Years to retirement

Per cent of average
provisions

Return in per cent

Risk

30 years

0.2 %

7.6 %

4,75

15 years

0.4 %

7.0 %

4,25

5 years

0.2 %

6.6 %

4,25

5 years after

0.0 %

6.5 %

3,75

Profile C
Years to retirement

Per cent of average
provisions

Return in per cent

Risk

30 years

0.8 %

7.2 %

4,50

15 years

2.1 %

6.7 %

4,25

5 years

1.0 %

6.4 %

4,00

5 years after

0.1 %

6.3 %

3,75

Profile B
Years to retirement

Per cent of average
provisions

Return in per cent

Risk

30 years

0.3 %

6.7 %

4,25

15 years

1.4 %

6.4 %

3,75

5 years

1.0 %

6.1 %

3,50

5 years after

0.1 %

6.1 %

3,50

Profile A
Years to retirement

Per cent of average
provisions

Return in per cent

Risk

30 years

0.1 %

6.2 %

3,50

15 years

0.3 %

6.0 %

3,50

5 years

0.5 %

5.9 %

3,25

5 years after

0.1 %

5.8 %

3,25
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Group
2016

26

27

28

Profit margin on life insurance and investment contracts
Profit margin on market rate products
Profit margin on life insurance and investment contracts

1,182
1,182

Provisions for claims, net of reinsurance
Sickness and accident insurance, gross
Total provisions for claims, net of reinsurance

4,449
4,449

117,502
253
117,755

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

PFA Holding
2015

-

2016

2015

-

-

3,834
3,834

-

-

131,604
294
131,898

-

-

Repo liabilities pertain to sold bonds, which have been included in the bond portfolio at a fair value of DKK 116,483 million
(2015: DKK 131,032 million). Of these repo transactions, an amount of DKK 55,283 million (2015; DKK 80,649 million) has
been recognised in PFA Investment Fund. For more details, please see the section "Accounting policies".

Other payables
Winding-up of funds
Derivative financial instruments
Other costs payable
Total other payables
Note (DKK
million)
Payables
falling due more than 5 years after the balance sheet date
29

30

21,980
5,594
14,979
14,007
1,087
968
38,046
20,569
-Group
-

-PFA Holding -

2016

2015

2016

2015

Collateral received
Reverse transactions are recognised in the balance sheet
under deposits with credit institutions

11,067

857

-

-

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 has
been received in the amount of

12,531

10,939

-

-

Collateral
Assets as security for the insureds' savings were registrered at year-end at
a total balance sheet valut of
Registered assets include both technical provisions, net of reinsurance and
provisions for market rate products.

427,903

383,432

-

-

Bonds sold as part of repo transactions, recognised in the balance sheet

116,483

131,032

-

-

Ceeded security in connection with contracts for
unlisted financial instruments

6,204

2,043

-

-

Of which ceded out of the collateral received

5,203

589

-

-

Collateral and contingent assets received

Contingent assets
The Group has a tax loss carry forward of DKK 7,649 million (2015: DKK
7,573 million), equal to a tax asset of DKK 1,683 million (2015: DKK
1,780 million), of which DKK 527 million (2015: DKK 522 million) has
been included in the balance sheet
PFA Pension will apply for a refund of VAT due to participation in the “ATP
case”. The case is ongoing, and settlement is not expected until
2017-2018 at the earliest.
Outlay from equity capital to Collective CustomerCapital amounts to DKK 203
million in 2016, against DKK 138 million in 2015 before pension yield tax
and tax effects.
31

86

Collateral and contingent liabilities

P FA H o l d i n g

Annual Repor t

2016

26

7,573
million),
equal to a tax asset of DKK 1,683 million (2015: DKK
Outside
contribution
1,780 million), of which DKK 527 million (2015: DKK 522 million) has
Other
been
Totalincluded in the balance sheet

1,073
199,300

7
1,016

12,339

Total life insurance provisions, net of reinsurance

3,041
215,696

PFA Pension will apply for a refund of VAT due to participation in the “ATP
case”. The case
is ongoing,
and
isthe
notchanges
expectedinuntil
Comparative
figures
for 2015
aresettlement
excluded as
connection with implementation of
2017-2018
at the
earliest.Order on the Presentation of Financial Statements entail that a similar
the
new Danish
Executive
division for 2015 will not be comparable.

Outlaymillion)
from equity capital to Collective CustomerCapital amounts to DKK 203
Note (DKK
Group
PFA Holding
million in 2016, against DKK 138 million in 2015 before pension yield tax
and tax effects.
2016
2015
2016
2015
24 Life insurance provisions (continued)
31 Rate
Collateral
and contingent
of return
in interest liabilities
rate groups
Interest rate group 1, basic interest rate of up to 2.0 %
6.4 %
3.4 %
Collateral
Interest rate group 2, basic interest rate over 2.0 % and up to 3.0 %
7.5 %
1.9 %
Assets
security
insureds'
were
at4.0
year-end
at
Interestasrate
groupfor
3, the
basic
interest savings
rate over
3.0registrered
% and up to
%
7.7 %
1.9 %
a
total balance
sheet
427,903
383,432
Interest
rate group
4, valut
basicof
interest rate of 4.0 % or more
6.4 %
1.2 %
Registered
assets
PFA Soraarneq
A/Sinclude both technical provisions, net of reinsurance and
5.7 %
0.3 %
provisions for market rate products.
Bonus ratios in interest rate groups
Bonds
part of
116,483
131,032
Interestsold
rateasgroup
1, repo
basictransactions,
interest rate recognised
of up to 2.0in%the balance sheet
14.4 %
10.6 %
Interest rate group 2, basic interest rate over 2.0 % and up to 3.0 %
10.9 %
8.9 %
Ceeded
in connection
with contracts
Interest security
rate group
3, basic interest
rate over for
3.0 % and up to 4.0 %
1.9 %
1.7 %
unlisted
financial
instruments
6,204
2,043
Interest rate
group
4, basic interest rate of 4.0 % or more
1.4 %
1.3 %
PFA Soraarneq A/S
7.0 %
6.7 %
Of which ceded out of the collateral received
5,203
589
Risk groups
PFA
Property
Investment
has a loan
which after
in case
of default,
has
been secured
Balance
on the
claims experience
account
addition
of risk
bonus
(43)
(4)
by
a mortgage
the company
253
294
Balance
on the on
claims
experience account after addition of risk bonus,
in per cent
(0.02) %
0.00 %
The Group is voluntarily registered for VAT purposes concerning certain
properties.
Cost groupsIn this connection, the Group has an outstanding VAT adjustment
liability
343
265
Expenseofloading after addition of cost bonus
385
406
Insurance operating expenses for the year
(432)
(476)
Contingent
liabilities
Balance on the
cost account
(47)
(70)
Other
guarantees
Balance
on the cost account, in per cent
(0.02)93
%
(0.03)36
%
Rent and operating commitments do not exceed
314
334
The
company
has made
commitments
participate
investments in
Return
on customer
funds,
average to
interest
rateinproducts
unlisted
securities
amounting
to after expenses
14,178
12,907
Pre-tax return
on customer
funds
6.0 %
1.8 %
Total contingent liabilities
14,586
13,277
25 Life insurance provisions, market rate
The
PFA rate
Group
is party tocontracts
various legal proceedings and disputes. The cases are assessed continuously and the
Market
insurance
necessary
provisions
are made
based
the estimated
legal proceedings
are not expectedLife insurance
provisions,
market
rate,on
begining
of year risk of loss. The pending136,189
104,080
to
impact
the Group's
Profit
margin,
beginingfinancial
of year position.
787
Total technical provisions, begining of year
136,976
104,080
PFA
Holding A/S
is jointly
registrered
with the
group enterprises in respect of settlement
tax and VAT,
Accumulated
value
adjustment,
beginning
of year
862 of payroll(75)
and
all entitiesprovisions,
are jointly beginning
and severally
liable for such tax and VAT.
Retrospective
of year
137,838
104,005
PFA
Holding A/S
is the administrative
company
for the purpose of joint Danish taxation.
Retrospective
provisions
transferred from
Bankpension
(4) PFA Holding -A/S is liable
for
any commitments
to deducttransferred
tax at source
from
interest, royalties and dividends for
Accumulated
value adjustment
from
Bankpension
28the jointly taxed
- companies
according
to
the
rules
laid
down
in
the
Danish
Corporation
Tax
Act.
Note (DKK million)
Group
PFA Holding
Changes during the year due to
28
Gross premiums
27,215
23,319
32 Related
parties
Transfer
fromCopenhagen,
average interest
products
13,675
PFA
Fonden,
ownsrate
49 per
cent of the share capital of PFA Holding. 24,085
Addition of return
8,102
6,287
Insurance benefits
(6,845)
(7,876)
Transactions
with related parties in the financial year
Expense
loading
(309)
(260)
Transactions with related parties are entered into on an arm's length basis or according to a cost recovery principle and following -a
Balance on the
claims experience
account
170
112
contractual
agreement
between the
companies.
Customers' contributions to CustomerCapital, net
(1,252)
(1,441)
Total
changes
51,166
33,816
PFA Pension forsikringsaktieselskab provides administrative services, including as concerns IT, policy administration and marketing,Of which
transferred
from
other comprehensive
income
(12)
9
for
the remaining
group
companies.
PFA Asset Management
A/S provides asset management
and portfolio
administration
services Retrospective
end of
year
189,001
137,821
with
respect toprovisions,
shares, bonds
and
related derivatives for the remaining group companies.
Accumulated value adjustment, end of year
(1,181)
82
Total technicalbalances
provisions,
of year of major significance between PFA Holding
187,820
137,904
- year:
Intercompany
andend
transactions
and related
parties in the financial
Profit margin, end of year
(1,182)
Total life insurance provisions, market rate
186,639
137,904
Of which technical provisions related to market rate products
Of which
provisions for market rate products excluding technical provisions
Group
enterprises

1,170
185,469

694
137,210

Administrative services
For policies
with payout protection cover, the payout protection cover is
Interest
income
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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2015
-

(15)
-

(11)
0

2016
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6 Insurance operating expenses, net of reinsurance (continued)
33 Breakdown of assets and returns
Remuneration, the Board of Directors
Assets related to average interest rate products

Board of
Directors

Audit
Remuneration
Carrying amount
Committee
Committee

2016

2015

Yield in per cent p.a.
The PFA Group
before pension yield
Torben Dalby Larsen (Chairman from 28 April 2016,
0.640
0.053
0.693
0.360
Group
Beginning of year
End of year tax and corporation tax
Vice-Chairman until 28 April 2016)
Land and buildings
11,817
15,169
2.1 %
Peter Ibsen (Vice-Chairman from 28 April 2016)
0.400
0.400
0.240
Listed equity investments
17,282
18,404
(0.7) %
Niels-Ulrik Mousten (Vice-Chairman from 28 April 2016)
0.320
0.080
0.400
Unlisted equity investments
2,785
3,133
5.4 %
Svend
Askær
(Chairman
until
28
April
2016)
0.400
0.027
0.427
0.840
Total equity investments
20,067
21,537
0.2%
Jens Due Olsen
0.320
0.180
0.020
0.520 3.2 % 0.460
Government
and (Vice-Chairman
mortgage bondsuntil 28 April 2016)
147,674
138,189
Karsten Dybvad
0.240
0.120
0.360 4.1 % 0.320
Index-linked
bonds
22,473
18,822 Lone and
Engberg
Thomsen
(Disbursed
0.160
0.160 12.5 %
Credit
emerging
market
bonds to
27,952 34,967 Teknisk
Landsforbund)
Loans etc.
60
1,021
2.8 %
Lassebonds
Grønbech
0.160
0.080
0.240 4.8%
Total
and loans
198,159
193,000 Laurits Rønn
0.240
0.300
0.260
Subsidiaries
- 0.060
Per Tønnesen
0.240
0.040
0.280
0.240
Demand
deposit(Disbursed to HK Retail and Wholesale)
2,975 4,616
Lars and
Christoffersen
0.240
0.240
0.240
Repo
Reverse
(27,114) (28,280) Charlotte Dahlstrøm Hovgaard
0.240
0.240 0.0 % 0.160
Miscellaneous
185 (1,931) Hanne
Sneholm
0.240
0.240
Other financial investment assets
(23,953)
(25,595)
6.1% 0.240
Mette Risom
0.240
0.060
0.300
0.300
Derivative
financial instruments to hedge net
Ebbe Poulsen
0.020
0.020
change
in assets and liabilities
8,638 14,181 Thomas P. Jensen (Retired as at 1 December 2016)
0.220
0.220
0.240
Gita Grüning
(Retired
as atrate
28 April
2016)
0.080
0.080
0.240
Assets
related
to market
products
Carrying
amount Per Jørgensen (Retired as at 28 April 2016)
0.080
0.040
- Yield in0.120
per cent p.a. 0.320
Klavs Andreassen (Retired as at 29 April 2015)
- before pension
yield 0.080
Group
Beginning
of year End of year -tax and corporation
tax 0.100
Erik G. Hansen (Retired as at 29 April 2015)
Land
buildings
13,701 19,247 Jørn and
Neergaard
Larsen (Retired as at 28 June 2015)
- 8.3 % 0.330
Listed
investments
45,765
62,773
Totalequity
remuneration
4.480
0.500
0.260
5.240 6.7 % 4.970
Unlisted equity investments
6,251
7,767
16.0 %
Total
equity
52,015
70,540
7.9%
Salary
and investments
remuneration, including pension contributions, to employees
whose activities
have
Government
andimpact
mortgage
64,500
81,033
2.0 %
a significant
on bonds*
the company's risk profile
Index-linked bonds
5,322
5,673
4.0 %
Credit
and emerging market bonds
18,174
29,278
Group
2016 13.4 % 2015
Loans etc.
1,574
2,438
2.4 %
Total bonds and loans
89,571
118,422
4.5%
Salary
32.407
31.455
Subsidiaries
Pension contributions
6.015
5.800
Demand deposit
1,477
2,706
Fixed salary components
38.423
37.255
Repo and Reverse
(22,433)
(24,565)
Miscellaneous
(140)
(1,176)
0.0 %
Variable salary components
3.471
3.289
Other financial investment assets
(21,096)
(23,034)
7.5%
Total salary and remuneration
41.894
40.544
Derivative financial instruments to hedge net
change in assets and liabilities
Number of persons
19.8
19.5
* The bond portfolio in PFA Investment Fund is included in the net investment of DKK 3,815 million, on the basis of which the
Furthermore, we refer to PFA's 2016 remuneration report at pfa.dk/afloenningsrapport2016 (only available in Danish)
return in per cent is calculated. The total bond portfolio in PFA Investment Fund amounts to DKK 48,934 million
as a result of recognised repo transactions.
Average number of employees (full-time) for the year
PFA Pension
1,123
The note has been prepared according to the same
PFA
Asset
Management
67
principles as those used for monitoring the investment assets.
Other business activities
86
Total average number of employees (full-time) for the year
1,276

Fees to auditors appointed by the Annual General meeting of shareholders
Deloitte
Fees for statutory audit of the financial statements
Fees for other assurance engagements
Fees for tax consultancy
Fees for other services
Total auditor's fees, Deloitte
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(6)
(0)
(1)
(3)
(10)

1,167
57
75
1,299

(6)
(0)
(1)
(1)
(8)

1 af 1
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Note (DKK million)
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Insurance operating expenses, net of reinsurance (continued)

Risk management and sensitivity information

As a supplement to the risk management system in the

Risk management
framework
Remuneration,
the Board
of Directors

the Executive2016
Management
Board of individual Group
Auditcompanies,
Remuneration
2015
The Group’s business areas encompass pension, insur-Directorshas appointed
three committees
Committee
Committee on group level with reThe
PFA
Group
ance,
asset
management and banking, among other
lated sub-working committees. Cf. the below diagram.
Torben Dalby Larsen (Chairman from 28 April 2016,
0.640
0.053
0.693
0.360
activities. Thus, PFA’s risk management activities take
The purpose of the risk committee is to, on an ongoing
Vice-Chairman until 28 April 2016)
into Ibsen
account
and managefrom
a variety
of 2016)
risks.
Management
in monitoring
and0.240
Peter
(Vice-Chairman
28 April
0.400basis, assist Executive
0.400
Niels-Ulrik Mousten (Vice-Chairman from 28 April 2016)
0.320discussing risks
0.080across products-and organisational
0.400
units Svend Askær (Chairman until 28 April 2016)
0.400
0.027
0.427
0.840
The Group’s core business is pension. The overall objecin the Group. This includes financial, insurance, operaJens Due Olsen (Vice-Chairman until 28 April 2016)
0.320
0.180
0.020
0.520
0.460
tive of Dybvad
risk management in the pension area is to ensure 0.240tional and strategic
risks as well- as reputational
Karsten
0.120
0.360 risks. 0.320
Lone
Thomsen
(Disbursed
to
0.160
that Engberg
customers
receive
a competitive
return, while their 0.160The risk committee
has set up three
sub-committees
that Teknisk
Landsforbund)
pension savings are responsibly invested. This gives our
discuss and analyse financial, insurance and operational
Lasse Grønbech
0.160
0.080
0.240
customers the best basis for ensuring a healthy financial
risks, respectively, on an ongoing basis.
Laurits Rønn
0.240
0.060
0.300
0.260
situation
upon
retirement.
Per
Tønnesen
(Disbursed
to HK Retail and Wholesale)
0.240
0.040
0.280
0.240
Lars Christoffersen
0.240Identifying and
- assessing risks
0.240
0.240
Charlotte Dahlstrøm Hovgaard
0.240
0.240
0.160
For customers with an average interest rate plan, risk
The Board of Directors performs an annual risk assessHanne Sneholm
0.240
0.240
0.240
management
ensures the right balance between total re-0.240ment by identifying
and quantifying
major
company 0.300
Mette
Risom
0.060
0.300
Ebbe
Poulsen
0.020out in
serves
and investment risks at all times. For customers 0.020risks. The risk identification
process
is carried
Thomas
P. Jensen
as at 1rate
December
2016)
- areas0.220
who have
opted(Retired
for a market
plan, risk
management 0.220the company’s respective
business
in which the 0.240
Gita Grüning (Retired as at 28 April 2016)
0.080
0.080
0.240
maintains a focus on matching investments to the indipersons responsible for the business areas in question
Per Jørgensen (Retired as at 28 April 2016)
0.080
0.040
0.120
0.320
vidual
customer’s
personal
risks in connection
with the
Klavs
Andreassen
(Retired
as atcircumstances
29 April 2015)including age,
-have identified the
- compa0.080
Erik
G.
Hansen
(Retired
as
at
29
April
2015)
0.100
estimated retirement date and risk tolerance.
ny’s business activities. After this, each risk is described
Jørn Neergaard Larsen (Retired as at 28 June 2015)
0.330
qualitatively and is assessed based on probability and fiTotal remuneration
4.480
0.500
0.260
5.240
4.970
Risk management environment

nancial consequence.

Risk management
is an integral
partpension
of PFA’scontributions,
business.
Salary
and remuneration,
including
to employees whose activities have
aTosignificant
impact
on
the
company's
risk
profile
provide the strongest risk management settings, PFA
Risks are categorised and consolidated in one of the four
clearly outlines the division of responsibility and roles.

risk categories: financial risks, insurance risks, operation-

The Board of Directors of each company are responsible

al risks or commercial and other risks. The result of this

Salary
for determining the overall framework for risk managePension contributions
ment and risk tolerance. On this basis, the individual
Fixed salary components

32.407and work31.455
will be dealt with in the relevant committees

Group

2016

6.015
38.423

2015

5.800
37.255

ing committees, and the consolidated scenario is dealt

companies’ management teams handle the overall day-

with by the Risk Committee. This way, all risk categories

to-day control
and monitoring.
Variable
salary components
Total salary and remuneration

41.894 system.
40.544
the primary anchorage in the risk management

are anchored in the Executive Management
in addition3.289
to
3.471

Number of persons

19.8

19.5

Furthermore, we refer to PFA's 2016 remuneration
report at pfa.dk/afloenningsrapport2016
(only available in Danish)
Executive
Management
Average number of employees (full-time) for the year
PFA Pension
PFA Asset Management
Risk Committee
Commercial Committee
Other business activities
Total average number of employees (full-time) for the year

1,123
86
1,276

1,167
57
75
1,299

(6)
(0)
(1)
(3)
(10)

(6)
(0)
(1)
(1)
(8)

67
Compliance Committee

Fees to auditors appointed by the Investment
Annual General
meeting of shareholders
Risks
Deloitte
Fees for statutory audit of the financial statements
Fees forSub-working
other assurance engagements
Insurance Risks
Fees for committees
tax consultancy
Fees for other services
Total auditor's fees, Deloitte

Operational Risks
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Note (DKK million)
6

Group

Insurance operating expenses, net of reinsurance (continued)

The results of the risk identification process will serve
as
input in the preparation
of Directors
the Board of Directors’
Remuneration,
the Board of
assessment of the Group’s risk and solvency. The as-

In the market rate environment, customers typically

bear the market
risk attached
to their savings,
and the 2015
Board of
Audit
Remuneration
2016
companyCommittee
is thus primarilyCommittee
exposed to operational, comDirectors

The PFA Group
sessment
contributes to the Executive Management’s

Torben Dalby Larsen (Chairman from 28 April 2016,
treatment and further monitoring of risks as well as to
Vice-Chairman until 28 April 2016)
determine
propriety offrom
PFA’s28risk
profile
Peter Ibsenthe
(Vice-Chairman
April
2016)relative to
Niels-Ulrik
Mousten
(Vice-Chairman
from
28
April 2016)
PFA’s business activities, organisation, resources
and
Svend Askær (Chairman until 28 April 2016)
the relevant market conditions. The assessment of the
Jens Due Olsen (Vice-Chairman until 28 April 2016)
Group’s
risk and solvency is made once a year or
Karsten own
Dybvad
Lone required
Engberg Thomsen
(Disbursed
when
in connection
with to
change in risk profile,
Teknisk
Landsforbund)
financial situation etc.
Lasse Grønbech
Laurits Rønn
Substantial
Per Tønnesenrisks
(Disbursed to HK Retail and Wholesale)
Larsmost
Christoffersen
The
significant risk in the PFA Group derives from
Charlotte Dahlstrøm Hovgaard
average interest rate products in the pension field due
Hanne Sneholm
toMette
the risk
associated with offering guaranteed beneRisom
Ebbe
Poulsen
fits.
The
average interest rate environment is divided into
Thomasinterest
P. Jensen
(Retired
as for
at 1which
December
2016)are made,
several
rate
groups
attempts
Gita Grüning (Retired as at 28 April 2016)
to a wide extent, to hedge the related guaranteed benPer Jørgensen (Retired as at 28 April 2016)
efits
the selected
investment
for the
Klavsthrough
Andreassen
(Retired as
at 29 April strategies
2015)
Erik
G.
Hansen
(Retired
as
at
29
April
2015)
relevant interest rate group. For the companies in the
Jørn Neergaard Larsen (Retired as at 28 June 2015)
PFA Group within asset management and banking, the
Total remuneration

most significant types of risks are operational, commer-

mercial and other risks. With the market rate product PFA

0.640

-

0.053

0.693

Plus, some customers have the option of adding payout

0.360

protection cover, -which is gradually
in as retire- 0.240
0.400
- phased0.400
0.320
0.080
0.400
ment approaches. The payout protection cover is hedged 0.400
0.027
0.427
0.840
through the customer’s own investment mix.
0.320
0.180
0.020
0.520
0.460
0.240
0.120
0.360
0.320
0.160
- insurance
0.160
The PFA Group is exposed
to various
risks, as
customers frequently have various insurance cover tied

0.160
0.080
0.240
to their pension plans. Insurance risks constitute the
0.240
0.060
0.300
0.260
risks of losses in connection
with
changes in
disability, 0.240
0.240
0.040
0.280
0.240
0.240
0.240
longevity and critical
illness.
0.240
0.240
0.160
0.240
0.240
0.240
The assessments -still indicate 0.060
that one of the
essential 0.300
0.240
0.300
0.020
0.020
risks is connected- to extended longevity.
Extended
lon0.220
0.220
gevity represents-a risk to the established
policies,
as it 0.240
0.080
0.080
0.240
may result in non-fulfilment of the requirements for pay0.080
0.040
0.120
0.320
outs
that rely on provisions/contributions.
Changes
in 0.080
- number of deaths
- absence cases
the
and sickness
lead 0.100
0.330
to changes in the payout of life insurance and disability
4.480
0.500
0.260
5.240
4.970

pensions. The assumptions related to insurance risks are

cial
and other
risks.
on an
ongoing
basis have
and are compared to the
Salary
and remuneration,
including pension contributions, toanalysed
employees
whose
activities
a significant impact on the company's risk profile

actual development, and provisions are adjusted annually

Financial risks include risks related to losses if the val-

in accordance with the observed actual development in

ue of total assets and liabilities changes due to interest

longevity.

Salary
rate
movements, fluctuations in share prices, proper-

32.407
31.455
6.015
5.800
PFA Pension follows the Danish FSA’s longevity bench38.423
37.255

Group

Pension contributions
ty prices and currencies. Financial risks also consist of
Fixed salary components

2016

2015

risks related to losses on credits and counterparties in

mark, which applies a 30-year historic data period to

the
eventsalary
of default
of payment obligations. Moreover,
Variable
components

predict the future longevity development. 3.471
During this

Total salary
remuneration
financial
risks and
include
liquidity risks and concentration

41.894
period, the structure in the longevity development
has40.544

3.289

risks. These risks include risks in connection with losses,

not been clear and unambiguous, making it difficult to

where there is a need to quickly release liquidity to set-

determine a precise estimate of the future mortality im-

Number of persons

19.8

19.5

we and
referlosses
to PFA's
2016
report at pfa.dk/afloenningsrapport2016
available inupdates
Danish) of the
tleFurthermore,
commitments
due
to aremuneration
high concentration
provements. In particular, (only
the upcoming

of investments with a single issuer, a single type of as-

Danish FSA’s longevity benchmark include considerable

Average number of employees (full-time) for the year
sets
a limited number of industries.
uncertainty. For the purpose of the calculation
PFAor
Pension
1,123of the 1,167
PFA Asset Management
67
57
provisions, a long-term extrapolation of the expected
Other
business
activities
86
75
The financial risks are primarily connected to interest
longevity is required.
Total average number of employees (full-time) for the year
1,276
1,299

rate risks - fluctuations in interest rate level, interest

rate
spread
and a continued
interest
rate
level –meeting of
It shareholders
is not suitable to apply a short historic data period for
Fees
to auditors
appointedlow
by the
Annual
General
Deloitte
which
put pressure on the guaranteed benefits.

(6)
(0)
cially made to find a stable model according to
(1)which
fluctuations during few years will not result in(3)
major
(10)

risk, correlation risk and property risk are also reported,

suitable to continue to apply the Danish FSA’s longev-

however, of a lesser importance.

ity benchmark based on 30 years of data as the best

reflected in a deliberately managed exposure. Currency

90

this purpose, as the last few years are not necessarily

Fees for statutory audit of the financial statements
Interest rate derivatives are used for hedging this risk.
Fees for other assurance engagements
Furthermore,
risks connected to share values as well as
Fees for tax consultancy
Fees and
for other
services risks are considerable, which is
credit
counterparty
Total auditor's fees, Deloitte
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accurate for the next many years. Attempts are espe-

changes in the projection of longevity. Therefore, it is

(6)
(0)
(1)
(1)
(8)

2016
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Note (DKK million)
6

Insurance operating expenses, net of reinsurance (continued)

estimate of the expected future longevity. Overall, the

Group

customers, and individual business areas actively taking

present assumptions
of future
longevity represent PFABoard ofpart in the ongoing
supervision
and handling
Remuneration,
the Board
of Directors
Audit
Remuneration
2016of risks to
2015
Pension’s best estimate.
the risk of financial
losses as a result of commerDirectorsreduce Committee
Committee
The PFA Group
cial risks.
Torben Dalby Larsen (Chairman from 28 April 2016,
0.640
0.053
0.693
0.360
Operational risks comprise risks related to IT system erVice-Chairman until 28 April 2016)
rors,Ibsen
legal (Vice-Chairman
disputes, human
errors,
fraud
or errors due 0.400The sensitivities- towards a number
factors are 0.240
Peter
from
28 April
2016)
- of risk0.400
Niels-Ulrik
Mousten
(Vice-Chairman
from
28
April
2016)
0.320
0.080
0.400
to external events. PFA has identified activities and
shown in the below table. The calculations are made in
Svend Askær (Chairman until 28 April 2016)
0.400
0.027
0.427
0.840
operational risks by implementing in-house controls, proaccordance with the financial reporting rules based on
Jens Due Olsen (Vice-Chairman until 28 April 2016)
0.320
0.180
0.020
0.520
0.460
ceduresDybvad
and operations. The regulatory environment is 0.240market value.
The consequence -of the events
in
Karsten
0.120
0.360reported0.320
Lone
Engbergby
Thomsen
(Disbursed
to
- in DKK million- and is calculated
0.160
monitored
Operational
Risk, Compliance
and Informa- 0.160the table is stated
as the Teknisk
Landsforbund)
tion Security,
respectively.
effect on equity. The calculation has been made in comLasse Grønbech
0.160
0.080
0.240
pliance with the reported regulations. Furthermore, it is
Laurits Rønn
0.240
0.060
0.300
0.260
Commercial
other risks
strategic 0.240assumed that the
Per
Tønnesen and
(Disbursed
to HKprimarily
Retail andconcern
Wholesale)
- risks will occur
0.040 as immediate
0.280 events,0.240
Lars
Christoffersen
- the effects are- calculated
0.240
0.240
risks
and risks in connection with new or changed legis- 0.240for which reason
using an allCharlotte Dahlstrøm Hovgaard
0.240
0.240
0.160
lation and other external factors that may detract from
other-things-being-equal scenario based on the balance
Hanne Sneholm
0.240
0.240
0.240
PFA’s
reputation
or
market
position.
PFA
aspires
to
cresheet date.
Mette Risom
0.240sheet at the balance
0.060
0.300
0.300
Ebbe
Poulsen and transparency in communication with 0.020
0.020
ate openness
Thomas P. Jensen (Retired as at 1 December 2016)
0.220
0.220
0.240
Gita Grüning (Retired as at 28 April 2016)
0.080
0.080
0.240
Per Jørgensen (Retired as at 28 April 2016)
0.080
0.040
0.120
0.320
The Andreassen
risk factors’
effect
equity
Klavs
(Retired
as on
at 29
April 2015)
0.080
Erik G. Hansen (Retired as at 29 April 2015)
0.100
Jørn
Neergaard
Larsen
(Retired
as
at
28
June
2015)
0.330
DKK
million
Incident
Total remuneration
4.480
0.500
0.260
5.240
4.970

Increase in interest rate: 0.7-1.0 percentage point

(142)

Salary
and remuneration,
pension contributions,
to employees whose activities have
Decrease
in interest rate:including
0.7-1.0 percentage
point
a significant impact on the company's risk profile

134

Decrease in share prices: 12 %

(57)

Group

2016

Decrease in property values: 8 %

2015

(28)

Foreign exchange risk (VaR 99 %)
Salary
Pension contributions
Loss on counterparties: 8 %
Fixed salary components

32.407
6.015
38.423

Variable salary components
Total salary and remuneration

3.471
41.894

3.289
40.544

19.8

19.5

Number of persons

(12)
31.455

5.800
37.255

(129)

Furthermore, we refer to PFA's 2016 remuneration report at pfa.dk/afloenningsrapport2016 (only available in Danish)
Average number of employees (full-time) for the year
PFA Pension
PFA Asset Management
Other business activities
Total average number of employees (full-time) for the year
Fees to auditors appointed by the Annual General meeting of shareholders
Deloitte
Fees for statutory audit of the financial statements
Fees for other assurance engagements
Fees for tax consultancy
Fees for other services
Total auditor's fees, Deloitte
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1,123
67
86
1,276

1,167
57
75
1,299

(6)
(0)
(1)
(3)
(10)

(6)
(0)
(1)
(1)
(8)

2016

91

10
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Group structure
Group structure as at 31 December 2016

PFA Brug Livet Fonden

PFA-Fonden 49 %

Other shareholders 51 %

PFA Holding A/S

PFA Pension,
forsikringsaktieselskab

PFA Asset
Management A/S

PFA Bank A/S

76 %
PFA Ejendomme A/S
(incl. 6 subsidiaries)

PFA Property
Investment A/S
(incl. 2 subsidiaries)

PFA
Kapitalforening1

PFA Investment
Fund

Investeringsforeningen
PFA Invest2

Mølholm
Forsikring A/S

PFA Soraarneq,
forsikringsaktieselskab

PFA Infrastruktur
Holding ApS

Letpension3

PFA CPH Properties I P/S
(incl. 1 subsidiary and 2
general partner companies)

PFA CC Properties ApS
(incl. 16 subsidiaries)

Ejendomsaktieselskab BP

1) PFA Pension is not the sole investor in PFA Kapitalforening.
2) The mutual fund Investeringsforeningen PFA Invest is not included in the PFA Group. PFA has established the mutual fund.
3) Letpension is not consolidated into the PFA Group's accounts. PFA Pension owns 49 % of the shares in Letpension.

PFA’s history dates back to 1917. The share cap-

continued increase in the number of property in-

ital of the parent company PFA Holding amounts

vestments by way of corporate transactions. On

to DKK 1 million, and the dividend distributable by

30 September 2016, Bankpension Pensionskasse

the company is a maximum of 5 per cent of the

for Finansansatte, a pension fund for employees

share capital, corresponding to DKK 50,000.

in the financial sector, was merged with PFA Pen-

This way, the ownership structure supports PFA’s

sion, with PFA Pension as the continuing company.

objective to create the greatest possible value for

In connection with the merger, PFA Pension took

its customers.

over the subsidiary Ejendomsselskabet BP.

The shareholders of PFA Holding are PFA-Fonden

This Annual Report concerns the PFA Group and

and other shareholders, which primarily comprise

comprises the following companies/legal entities:

the founding organisations from 1917, whose

• PFA Holding A/S (parent company)

members and employees for the most part are

• PFA Pension, forsikringsaktieselskab

customers in PFA.

• PFA Asset Management A/S
• PFA Bank A/S

In 2016, the PFA Group was adjusted as follows:

• PFA Ejendomme A/S (properties) and subsidiaries

PFA Pension established a new subsidiary, PFA

• PFA Property Investment A/S and subsidiaries

Infrastruktur Holding ApS, in connection with in-

• PFA CPH Properties I P/S with subsidiaries and

vestments in infrastructure. The Midgard Fixed

associated general partner companies

Income Fund Limited changed its name to PFA

• PFA CC Properties ApS and subsidiaries

Investment Fund and is managed by PFA Asset

• Ejendomsaktieselskabet BP (properties)

Management A/S. The number of property com-

• PFA Kapitalforening

panies in the PFA Group was increased by 24

• PFA Investment Fund

companies and now comprises 32 companies at

• Mølholm Forsikring A/S

the end of the year, including 4 general partner

• PFA Soraarneq, forsikringsaktieselskab

companies. The significant increase is a result of a

• PFA Infrastruktur Holding ApS
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PFA Pension, forsikringsaktieselskab

PFA Ejendomme A/S, PFA Property Invest-

PFA Pension was founded to ensure mobility in

ment A/S, PFA CPH Properties I P/S, PFA CC

the Danish labour market and provide the peo-

Properties ApS incl. subsidiaries and associ-

ple in Denmark with freedom to live the life that

ated general partner companies1

they want. PFA was founded by employers and

PFA Ejendomme invests in properties with the pur-

employees and has a clear mission to help cus-

pose of increasing the diversification in PFA’s total

tomers see through changes in the present and

investment portfolio and thereby ensuring custom-

plan for the future. This is done through profes-

ers the best possible long-term and stable return.

sional advisory services, active investments of
the customers’ savings and insuring the custom-

PFA Ejendomme mainly invests in business and

ers throughout their lives. PFA’s owners have

residential properties in major Danish cities with

waived their dividend entitlement, ensuring that

a balanced risk diversification in terms of tenant

the value that PFA creates goes back to the cus-

composition.

tomers. This is the core of our business model.
PFA Ejendomme’s business portfolio primariPFA Asset Management A/S

ly consists of custom-made office premises and

PFA Asset Management A/S was established in

commercial property investments, but tradition-

2014 through a merger between the former PFA

al multi-user properties also form part of the

Kapitalforvaltning, fondsmæglerselskab A/S and

portfolio. PFA Ejendomme’s business portfolio

PFA Portefølje Administration A/S. The company

consists of 66 properties with approximately 343

is authorised to manage alternative investment

leases and 5 buildings under construction.

funds (FAIF) and the Danish UCITS, and is subject
to the supervision of the Danish FSA. The com-

PFA Ejendomme’s property portfolio, which was

pany offers asset management of shares, bonds

established in 2016 as a part of Strategy2020

and related derivatives as well as management of

and with the establishment of the subsidiary PFA

mutual funds and alternative investment funds.

Boliger A/S, PFA CC Properties ApS with subsidiar-

PFA Pension and PFA Kapitalforening are the

ies and PFA CPH Properties I P/S with subsidiaries,

company’s largest customers.

consists of 22 rental properties in the Greater Copenhagen Area with 922 leases in existing

PFA Bank A/S

properties and 492 leases in buildings under con-

The bank offers advisory services about savings

struction in Copenhagen, Hillerød and Ålborg.

and investments of taxed funds to PFA’s pension
plan customers. The bank’s advisory servic-

The objective of PFA Property Investment A/S is

es and products target customers with pension

to acquire real estate outside of Denmark, direct-

savings that are being paid out or close to the

ly or indirectly, by acquiring equity investments

time of payout as well as handling the custom-

in other companies, including property funds or

ers’ investments in connection with savings

similar businesses. The company is the parent

from available funds. Thus, the PFA Group offers

company of two wholly-owned subsidiaries fo-

its customers a comprehensive package of sav-

cusing on property investments in Germany and

ings and investment advice comprising all the

England, respectively.

customers’ savings.
PFA has assumed ownership of Ejendomsselskabet BP in connection with the merger with
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Bankpension on 1 October 2016. The company

Mølholm Forsikring A/S

owns the property Dirch Passer Allé 27, Denmark,

Mølholm Forsikring A/S is an independent com-

which was Bankpension’s former head office.

pany operating under its own brand. Mølholm
specialises in health insurance with payment

PFA Kapitalforening

guarantee and is one of the largest health insur-

PFA Kapitalforening’s objective as an alternative

ance providers in the market. Mølholm Forsikring

investment fund is to invest in funds in a man-

A/S was sold in January 2017.

ner that provides the highest possible return
balanced against risk. The funds are invested in

PFA Soraarneq, forsikringsaktieselskab

cash equivalents, including currency, or in such

PFA Soraarneq was established by Foreningen

instruments as mentioned in appendix 5 in the

Soraarneq and PFA Pension. The stakeholders,

Danish Financial Business Act in accordance with

comprising employee associations in Green-

the fund’s investment policy and risk profile. The

land, employers and employer associations in the

fund caters exclusively for professional investors,

private sector in Greenland etc., founded Fore-

including pension funds and other financial insti-

ningen Soraarneq. PFA Pension owns 76.3 per

tutions subject to supervision by the Danish FSA.

cent of the nominal share capital. Foreningen

All investors are subject to approval by the fund’s

Soraarneq owns the remainder.

Board of Directors. When investing in the fund,
an investor has the possibility of investing on

The primary objective of the company is to es-

similar terms and conditions as PFA Pension.

tablish pension plans for salaried employees in
companies and salaried employee associations in

PFA Kapitalforening is registered with the Danish

Greenland. The company also offers instalment

FSA, but is not under its supervision. The fund is

pension to private persons.

managed by the investment management company and manager of alternative investment funds

For the purpose of ensuring the pension cus-

PFA Asset Management A/S.

tomers the best possible terms in the future, the
company is in a dialogue with the Danish FSA

PFA Investment Fund

and the Greenland Self-Government regarding a

PFA Investment Fund is a hedge fund that pri-

transfer of portfolio to PFA Pension. The transfer

marily invests long/short in government bonds,

of portfolio is expected to be carried out in 2017.

mortgage credit bonds, index-linked bonds,
swaps and derivatives issued by countries in the

PFA Infrastruktur Holding ApS

EU, Switzerland and Norway, the main focus be-

PFA Infrastruktur Holding was established in 2016

ing the Nordic interest market. The transactions

as a part of Strategy2020 with the purpose of

involved are so-called geared repo transactions

acquiring, building and managing investments in

– a popular method for investing in short-

infrastructure in Denmark as well as in foreign

term interest rate and spread risks. The fund

countries. The company does not yet own any

is subject to tight risk management based on

investments.

value-at-risk and duration targets. In addition,
gearing may not amount to more than a factor

Notes

of 10 for instruments with a term of more than

1)

two years, and non-hedged foreign-exchange

Please note that the PFA Group’s property companies

are reorganised as from 1 January 2017. Hereafter, the
property companies are organised under three parent

exposures may not exceed the contributed

property companies, PFA Ejendomme A/S, PFA Boliger

capital.

A/S and PFA Property Investment A/S.
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The directorships of the Board of Directors
and the Executive Management
as at 31 December 2016

Board of Directors
Torben Dalby Larsen (Chairman)
Born 1949
Chief Editor, CEO, Sjællandske Medier A/S
Joined the Board of Directors in 1992 • Up for election in 2018
Managing Director: Sjællandske Medier A/S
Chairman: Dagbladenes Bureau, Dansk Arbejdsgiverforening (The
Confederation of Danish Employers), Sjællandske Medier’s six whollyowned subsidiaries, PFA Brug Livet Fonden, PFA-Fonden, Ugebladet
Vestsjælland ApS
Board member: ATP, Danmarks Radio (The Danish Broadcasting
Corporation), Danske Mediers Arbejdsgiverforening (The Danish
Newspapers’ and Media Employers’ Association), Deal.dk A/S,
Lønmodtagernes Garantifond (The Employees’ Guarantee Fund), Gefion/
Sjællandsgruppen A/S, Radio Køge ApS
Other offices: Member of ATP’s Board of Representatives

Peter Ibsen (Vice-chairman)
Born 1950
Board member
Joined the Board of Directors in 2008 • Up for election in 2017
Board member: PFA-Fonden

Niels-Ulrik Mousten (Vice-chairman)
Born 1963
CEO, Netsuom ApS
Joined the Board of Directors in 2016 • Up for election in 2019
CEO: Netsuom ApS
Board member: Aeolus Offshore Wind Company UG, Germany, Danske
Private Equity A/S, PFA-Fonden
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Svend Askær
Born 1952
President, Lederne (The Danish Association of Managers and
Executives)
Joined the Board of Directors in 1992 • Up for election in 2019
Director: Ledernes Ejendomsselskab A/S, Ledernes Kompetencecenter A/S
President: Lederne - The Danish Association of Managers and Executives
(Director and board member in affiliated entities)
Chairman: Ledernes A-kasse, Ledernes Hovedorganisation, Pro, Virksom
Board member: Ledernes Aktieselskab, Ledernes Ejendomsselskab A/S,
Ledernes Kompetencecenter A/S
Other offices: Member of ATP’s Board of Representatives, Vice President
of CEC

Lars Christoffersen
Born 1972
Representative of employee organisation, PFA Pension
Elected by employees since 2003 • Up for election in 2019
Other offices: Member of Forsikringsforbundet’s General Council

Karsten Dybvad
Born 1956
Director General and CEO, Dansk Industri (The Confederation of
Danish Industry)
Joined the Board of Directors in 2013 • Up for election in 2017
Director General and CEO: Dansk Industri (The Confederation of Danish
Industry)
Chairman: Copenhagen Business School (CBS)
Board member: Novo Nordisk Fonden (The Novo Nordisk
Foundation), PensionDanmark Holding A/S, PensionDanmark
Pensionsforsikringsaktieselskab
Other offices: Member of the Risk and Audit Committee in
PensionDanmark Pensionsforsikringsaktieselskab

Lasse Grønbech
Born 1965
CEO, Lasse Grønbech Holding ApS, Lasse Grønbech Power Electronics ApS
Joined the Board of Directors in 2016 • Up for election in 2020
CEO: Lasse Grønbech Holding ApS, Lasse Grønbech Power Electronics ApS
Other offices: Member of Ingeniørforeningen IDA’s (the Danish Society of
Engineers IDA) Board of Representatives
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Charlotte Dahlstrøm Hovgaard
Born 1973
Senior Legal Consultant, PFA Pension
Elected by employees since 2015 • Up for election in 2019
No other directorships

Jens Due Olsen
Born 1963
Chairman
Joined the Board of Directors in 2015 • Up for election in 2019
CEO: JDO Invest ApS, JDO Invest 2 ApS
Chairman: Auris Luxembourg III S.A. and a wholly-owned subsidiary, Bladt
Holding A/S and two wholly-owned subsidiaries, NKT Holding A/S and two
wholly-owned subsidiaries
Board member: Al Keyemde 2 ApS and a wholly-owned subsidiary,
Cryptomathic A/S, Gyldendal A/S, Heptagon Advanced Micro Optics Inc.,
KMD Holdco 4 A/S and a wholly-owned subsidiary, KMD Holding ApS,
Royal Unibrew A/S
Other offices: Member of Advisory Board in Thylander Gruppen Holding
A/S, Den danske komité for god selskabsledelse (The Danish Committee
on Corporate Governance), Due Advice (fully responsible participant), the
investment committee in Fondsmæglerselskabet Maj Invest A/S.
In addition, Chairman in BørneBasketFonden (non-profit)

Ebbe Poulsen
Born 1979
Key Account Manager, PFA Pension
Elected by employees since 2016 • Up for election in 2019
No other directorships

Mette Risom
Born 1969
Head of Advisory Services Centre, PFA Pension
Elected by employees since 2011 • Up for election in 2019
No other directorships
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Laurits Kruse Rønn
Born 1963
Director, Dansk Erhverv (The Confederation of Danish Enterprise)
Joined the Board of Directors in 2012 • Up for election in 2020
Director: Dansk Erhverv (The Confederation of Danish Enterprise), Dansk
Erhverv Arbejdsgiver (The Confederation of Danish Enterprise Employer),
Dansk Erhvervs Administrationsselskab A/S
Chairman: Foreningen Pension for Funktionærer (The Pension
Association for Salaried Employees)
Board member: Dansk Arbejdsgiverforening (The Confederation of
Danish Employers), Dansk Erhvervs Administrationsselskab A/S

Hanne Sneholm
Born 1958
Manager, PFA Pension
Elected by employees since 2007 • Up for election in 2019
No other directorships

Lone E. Engberg Thomsen
Born 1956
Union President, Teknisk Landsforbund (The Danish Association of
Professional Technicians)
Joined the Board of Directors in 2016 • Up for election in 2018
President: Teknisk Landsforbund (The Danish Association of Professional
Technicians) (Union President)
Chairman: Teknisk Landsforbund (The Danish Association of Professional
Technicians)
Board member: Arbejderbevægelsens Erhvervsråd (The Economic
Council of the Labour Movement), Beskæftigelsesrådet (The National
Labour Market Council), Erhvervsakademiet Lillebælt (Vice-Chairman), LO’s
hovedbestyrelse (LO’s General Council), PFA Brug Livet Fonden, Teknisk
Landsforbunds hovedbestyrelse (The Danish Association of Professional
Technicians’ General Council)
Other offices: Member of various negotiation cartels within the public
sector, member of the executive committee and the central management
in CO-industri (the Central Organisation of Industrial Employees in
Denmark), member of the executive committee in Teknisk Landsforbund
(The Danish Association of Professional Technicians), LO’s daglige ledelse
(LO’s daily management), ATP’s Board of Representatives
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Per Niels Tønnesen
Born 1960
President, HK Handel (The Union of Commercial and Clerical
Employees in Denmark – Retail and Wholesale)
Joined the Board of Directors in 2013 • Up for election in 2020
Board member: Foreningen Pension for Funktionærer (The Pension
Association for Salaried Employees) (Vice-Chairman), HK Danmarks
Hovedbestyrelse (the Union of Commercial and Clerical Employees in
Denmark’s General Council), LO’s hovedbestyrelse (LO’s General Council),
Nordiske Komité (the Nordic Committee), UNI Europa, UNI Europa Handel,
UNI World, UNI World Handel
Other offices: Member of HK’s Daglige Ledelse and HK’s
Forretningsudvalg (the Union of Commercial and Clerical Employees
in Denmark’s Daily Management and Executive Committee), LO’s
forhandlingsudvalg (LO’s negotiation committee). Treasurer at Nordisk
Handel
The age limit for board members is 67.
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Executive Management
Allan Polack
Group CEO
Chairman: PFA Bank A/S and PF I A/S
Board member: Axcelfuture, Ejendomsaktieselskabet BP, FIH
Holding A/S, Forsikring & Pension (Danish Insurance Association),
Forsikringsorganisationernes Fællessekretariat F.M.B.A, La Banque Postale
Asset Management, PFA Asset Management A/S, PFA CC Properties
ApS, PFA CPH Properties I P/S, PFA Ejendomme A/S and three whollyowned subsidiaries, PFA Property Investment A/S and two wholly-owned
subsidiaries, PFA Brug Livet Fonden, The Stockholm Environment Institute SEI
Other offices: Member of BlackRock Retirement Institute Advisory Council

Anders Damgaard
Group CFO
Chairman: Ejendomsaktieselskabet BP, PFA Asset Management A/S, PFA
CC Properties ApS, PFA CPH Properties I P/S, PFA Ejendomme A/S and three
wholly-owned subsidiaries, PFA Kapitalforening, PFA Property Investment
A/S and two wholly-owned subsidiaries
Board member: Danmarks Skibskredit Holding A/S (Danish Ship Finance
Holding A/S), Danmarks Skibskredit A/S (Danish Ship Finance A/S),
Blue Equity Management A/S

Jon Johnsen
Group COO
Chairman: Mølholm Forsikring A/S
Board member: Forsikringsakademiet (The Danish Insurance Academy),
Letpension A/S, PFA Kapitalforening, PFA Soraarneq, forsikringsaktieselskab
Other offices: Member of Lån & Spar Bank A/S’ Board of Representatives

Mads Kaagaard
Group CCO
Board member: PFA Bank A/S
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Executive employees

Pia Irene Andreasen

Rasmus Bessing

Michael Bruhn

Vice President

Exective Director and COO

Executive Director

HR

PFA Asset Management A/S

PFA Ejendomme A/S

Dorthe Bundgaard

Jacob Carlsen

Torben Dam

Vice President

Vice President

Vice President

Group Legal Department

Risk

Actuarial Department

Mikkel Friis-Thomsen

Jens Gammelmark

Nina Groth

Vice President

Vice President

Vice President

Communication & External

Commercial Development

Customer and Pension

Relations

Services
(as from 1 January 2017)
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Morten Winther Hansen

Christian Lindstrøm Lage

Kristian Hjort-Madsen

Vice President

Executive Director and CIO

Vice President

Product Management

PFA Asset Management A/S

IT (as from 1 January 2017)
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Thomas Dyhrberg

Peter Ott

Henrik Nøhr Poulsen

Nielsen

Executive Director

Executive Director and CIO

Vice President

PFA Bank A/S

PFA Asset Management A/S

Peter Rosenlind-Nissen

Jesper Steensen

Mark Stougaard

Vice President

Vice President

Vice President

Advisory Services

Corporate Customers

Strategy

Finance

Unn Wakefield
Vice President
Insurance
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Additional information

Contact information
Allan Polack, Group CEO, (+45) 39 17 50 01
Anders Damgaard, Group CFO, (+45) 39 17 50 06
Thomas Dyhrberg Nielsen, Vice President, Finance, (+45) 39 17 62 80
Mikkel Friis-Thomsen, Vice President, Communications & External Relations, (+45) 39 17 47 85

Links
PFA Pension

pfa.dk

PFA Asset Management

pfaassetmanagement.dk

PFA Bank

pfabank.dk

PFA Ejendomme

ejendomme.pfa.dk

PFA Soraarneq

soraarneq.pfa.dk

PFA Brug Livet Fonden

pfabruglivetfonden.dk

PFA Invest

pfainvest.dk

Mit PFA

mitpfa.dk

Pension for Funktionærer
(Pension for Salaried Employees)

pff.pfa.dk

Financial reports etc.
Annual reports and CR reports are available at english.pfa.dk/about-pfa

Financial calendar
Publishing dates for quarterly announcements, interim report etc. are available at
pfa.dk/finanskalender (in Danish only)
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PFA Holding A/S
Sundkrogsgade 4
2100 Copenhagen
Denmark
Tel. (+45) 39 17 50 00
pfa.dk
CVR No.: 22 43 80 18
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