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Management’s review
Financial review
The company's Business model
Codan Forsikring A/S ('Codan Forsikring') is a part of the Codan Group, the third largest non-life insurance provider in Scandinavia. We work closely together with our branches in Scandinavia and share certain resources,
services, knowledge and best practice within all parts of the insurance business to ensure an optimal and efficient administration. We conduct a non-life insurance business in Norway through our Norwegian branch and in
Sweden via our Swedish branch, and compete with other non-life general insurance companies in this market.
We have a considerable marine business in both Denmark and Sweden. The Codan Group is owned by RSA
Insurance Group plc, one of the world’s leading insurance groups with the benefits that naturally follow.
Annual report for 2014
Codan Forsikring is a subsidiary of Codan A/S whose ultimate parent company is RSA Insurance Group plc,
which prepares consolidated financial statements in accordance with applicable United Kingdom law. Consolidated financial statements have therefore not been prepared for the Codan Forsikring Group, which comprise of
the insurance companies Codan Forsikring A/S, Forsikringsselskabet Privatsikring A/S, Holmia Liv AB and the
non-regulated entities Besigtelseskontoret af 1914 and NIS 2 A/S.
The financial statements for 2014 have been prepared in accordance with the Danish Financial Business Act
(Lov om finansiel virksomhed), including the Danish Financial Supervisory Authority's Executive Order on Financial Reports for Insurance Companies and Multi-Employer Occupational Pension Funds (Bekendtgørelse om
finansielle rapporter for forsikringsselskaber og tværgående pensionskasser). The accounting policies are described in Note 1 to the annual report.
As of 31 March 2015 the company was merged with the Swedish sister company, Trygg-Hansa Försäkrings
AB, with Codan Forsikring A/S being the continuing entity. The Trygg-Hansa business is now included in Codan
Forsikring’s Swedish branch. The annual report has been prepared to reflect this merger, as the merger takes
place before the approval of the statutory accounts. Comparison figures have been restated accordingly.
A five-year summary of key figures and financial ratios is provided in Note 3 to the annual report.
Major events
New CEO
In December 2014 the Company announced the resignation of Vibeke Krag from the Codan Gorup. Patrick Bergander, CEO of Codan A/S has been appointed CEO of Codan Forsikring A/S.
Dividend for 2013
In the first half of 2014, Codan Forsikring A/S paid DKK 300 million in dividends to its parent company Codan
A/S. At the same time Trygg-Hansa Försäkrings AB paid SEK 2,700 million in dividends to its parent company
Codan A/S. In total the equity for 2013 of the merged company has been reduced by DKK 2,556 million in paid
out dividends.
Sale of renewal rights for Agriculture customers
With effect from 1 April 2014 the subsidiary Codan Forsikring sold renewal rights of approximately 1,600 Danish
agriculture customers to Tryg, to ensure focus on prioritised segments in the business strategy.
Sale of office head quarters in Stockholm
In January 2014 the former subsidiary Trygg-Hansa Försäkrings AB (now a branch of Codan Forsikring A/S)
signed an agreement with an external party to sell all the shares in the wholly owned subsidiary Brädstapeln
Fastigheds AB. The subsidiary owned two properties located in central Stockholm, of which one is the primary
offices of Trygg-Hansa Försäkrings AB. At the same time Trygg-Hansa Försäkrings AB entered into a rental
agreement regarding the offices.
Sale of branch in Estonia
During April 2014 the Codan Group signed an agreement for the sale of the insurance portfolio in Codan Forsikring’s Estonian branch. The sale forms part of the RSA Group’s strategy to focus on core operations. The insurance portfolio was sold together with RSA's two subsidiaries in Latvia and Lithuania. The sale was closed at 31
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October 2014. The Estonian branch is included in the financial statements of Codan Forsikring with gross
earned premiums of DKK 199 million (2013: DKK 221 million), profit after tax of DKK 231 million (2013: DKK 11 million) and total assets of DKK 0 million (2013: DKK 98 million).
Profit for the year and development of the company
The profit for Codan Forsikring for 2014 was DKK 2,101 million against a profit of DKK 1,468 million for 2013.
Profit for the year breaks down as follows (all amounts in DKK million):

Balance on the technical account before run-off
Run-off gain
Balance on the technical account
Investment result
Other income and expenses
Tax
Profit for the year

2014

2013

844.0
103.6
947.6
1,330.8
289.0
-466.7
2,100.7

326.7
1,601,6
1,928.3
-92.3
-0.9
-366,7
1,468.4

The profit for the year is in line with expectations and delivers on the company’s objective of improving the underlying results as well as delivering profitable growth, despite the cloudburst and flooding from the summer
and falling exchange rates. The profit is affected by slightly declining premiums, lower run-off gains and strong
impacts from the decreasing interest rates in the financial markets. Expenses are stable and in line with last year,
leaving the company’s combined ratio at 94.3% against 87% in 2013, which is slightly better than the expected
combined ratio of around 95%.
Based on the profit for the year, foreign currency translation and the payment of dividend for 2013 of DKK 2,556
million the company’s equity decreased DKK 797 million from DKK 13,485 million at 31 December 2013
against DKK 12,688 million at 31 December 2014.

Insurance result
Earned premiums
Going into 2014 Codan had a clear plan to improve the underlying result as well as deliver profitable growth.
The year has been busy with many changes, but Codan has delivered on the promises and reports a 13.3% increase in net earned premiums.
Gross earned premiums (gross premiums written less change in provision for unearned premiums) showed a
decrease of 2.9% from DKK 16,795 million to DKK 16,316 million in 2014. The decrease is primarily caused by
the declining exchange rates in Sweden and Norway compared to last year, which has affected the Motor and
the Marine, Aviation and transport products negatively.
Despite the falling Norwegian exchange rate, the Norwegian branch shows strong growth among other thanks
to the Vertical deal within Care.
The Swedish branch shows growth in SEK for almost all lines of business. In DKK the branch has taken exchange rate hits and shows declining premiums for the largest lines of business, Motor and Property. The
Commercial portfolio has declining premiums, while the Personal portfolio has a very strong growth in Personal
Accident, good new business in Motor and House & Contents and strong rate improvements across all products.
In Denmark Personal premiums declined due to the portfolio still being impacted from our previously implemented profitability actions. However, the year ended with a positive trend. The Commercial portfolio showed a
small growth primarily attributable to Property and Liability Lines. The Marine portfolio saw declining premiums
leaving the total Commercial portfolio with gross earned premiums in line with last year.
Overall earned premiums, net of reinsurance, rose by DKK 1,848 million from DKK 13,890 million to DKK
15,738 million, an increase of approx. 13%. As a consequence of the decision not to renew the quota share reinsurance agreement with RSA, premiums ceded to reinsurers (including change in the provision for unearned
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premiums, reinsurers’ share) amounted to DKK 0 million against DKK 2,225 million in 2013. Adjusted for this
fact earned premiums, net of reinsurance, decreased by 2.3%.
Claims incurred
Gross claims incurred amounted to DKK 11,708 million in 2014 against DKK 10,959 million in 2013, corresponding to an increase of DKK 749 million, or 6%. The Personal portfolio saw an increase in claims paid, primarily on House and Content due to cloudburst and flooding, while the Commercial portfolio developed positively, partly explained by 2013 being extreme in large weather claims, but also by the fact that the company has
worked very hard on understanding and reviewing the risks and pruning the portfolio.
Gross claims incurred were also impacted by run-off gains of DKK 207 million against DKK 1,572 million in
2013.
The gross claims ratio was 72.1% in 2014 as compared with 65.6% in 2013. The ratio is materially affected by
the large run-off gains in 2013.
The net run-off gain amounted to DKK 104 million against DKK 1,348 in 2013. The run-off gain in 2013 on prior
years stems mainly from the following lines of business: Workers Compensation, Personal Accident and Private
Motor. Personal Accident showed run-off gains for most prior accident years during 2013, and the actuarial reserving models has subsequently been adjusted to reflect the improved performance of the personal accident
portfolio. The run-off gain in 2014 is primarily attributable to Workers Compensation.
Technical interest
The technical interest for 2014 DKK 28 million compared to DKK 24 million for 2013. The change in transferred
technical interest follows primarily from changes in exchange rates and a decrease in the interest rate on which
the calculation of the technical interest is based. Interest rates are published by the Danish Financial Supervisory
Authority, and the interest rate was 0.18% in 2014 as compared with 0.28% in 2013.
Operating expenses
The gross expense ratio was 20.4% in 2014 as compared with 19.5% in 2013. The operating expenses are in
line with last year, and the increasing ratio is attributable to declining premiums. During 2014 the company has
seen increased expenses relating to amortisation and impairment of it-systems, costs for re-organisation and
increasing commissions. At the same time the company has managed to reduce staff costs. The company’s updated strategy and three year plan has some clear objectives that include delivering on growth opportunities
and improving the expense base.
Profit/loss from reinsurance
Reinsurance before technical interest generated a loss of DKK 310 million in 2014 against a loss of DKK 318
million in 2013. Without the effect of the intra-group quota share agreement the company’s ceded premiums
have decreased slightly as a result of the lower top line, while re-insurers’ share of insurance contract provisions
increased as a result of 2013 being extreme in large claims, leaving the company with a DKK 103 million drop in
the result of re-insurance.
The reinsurance agreement concluded by Codan Forsikring with RSA Reinsurance UK had a negative effect on
the result of DKK 79 million. The agreement was not renewed for 2014 and the result therefore comprises runoff.
Balance on the technical account
Despite the cloudburst and flooding from summer, the company managed to maintain a strong underlying
claims ratio in both Commercial Lines and Personal Lines and the balance on the technical account is positive
with DKK 948 million in 2014 against a positive balance of DKK 1,928 million in 2013. The decline reflects falling
exchange rates and a run-off gain DKK 1,244 million lower than in 2013. The balance on the technical account
before run-off changed from DKK 327 million in 2013 to DKK 844 million in 2014, i.e. an increase of 158%.
Investments
The company's investments are made in subsidiaries and other financial assets. The total investment return was
DKK 1,331 million for 2014 against DKK -92 million for 2013. The investment return before technical interest
amounted to DKK 1,529 million against DKK -2 million in 2013, equal to an increase of DKK 1,531 million.
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The investment return for 2014 was affected by declining interest rates, which resulted in capital gains of DKK
1,527 million on bonds, but also capital loss of DKK 1,384 million in connection with the change in the discount
rate used to discount the company's provisions for outstanding claims.
During 2014, the 5 year swap rate and the 5 year Danish government rate decreased with 85 bp and 110 bp
respectively.
The declining market rates had a positive impact on Codan Forsikring's bond portfolio, and a total gain of DKK
1,527 million was generated (2013: DKK -1,621 million).
Foreign exchange movements had a negative contribution of DKK -24.4 million (2013: DKK -211.5 million),
which is mainly attributable to Norwegian bonds which are used to cover the insurance liabilities in the Norwegian branch.
Codan Forsikring seeks to minimise interest rate risk between assets and technical reserves by adopting a conservative investment strategy. The shares of government or government secured and mortgage bonds are
therefore still relatively high and account for approx. 44% and 49%, respectively, of the bond portfolio.
At the end of 2014, the company's investment portfolio consisted of the following assets (all amounts in DKK
million):

Investments in Group and associated entities
Loans to Group entities
Equity investments and units in open-ended funds
Bonds
Other loans
Other
Deposits with ceding undertakings
Cash and cash equivalents

2014

%

2013

%

655.0
1,942.7
1,442.9
34,525.3
366.7
14.7
6.7
840.7
39,794.7

1.6
4.9
3.6
86.8
0.9
0.1
0.0
2.1
100

2,700.1
2,711.3
1.454,1
30,175.2
409.6
13.0
6.5
1,648.4
39,118.2

6.9
6.9
3.7
77.1
1.1
0.1
0.0
4.2
100

Investments in Group entities

The profits generated by subsidiaries are as follows: Forsikringsselskabet Privatsikring generated a profit of
DKK 57 million (a profit of DKK 57 million for 2013), Holmia Livförsäkring AB generated a profit of DKK 60 million (a profit of DKK 57 million for 2013) and other subsidiaries generated DKK 9 million (a profit of DKK 308
million in 2013).
Forsikringsselskabet Privatsikring A/S
Forsikringsselskabet Privatsikring writes direct general insurance business through Lokale Pengeinstitutter (the
Association of Local Banks, Savings Banks and Co-operative Savings Banks in Denmark).
The profit for 2014 comprises a balance on the technical account of DKK 71 million (DKK 80 million in 2013), an
investment result of DKK 5 million (DKK -4 million in 2013) and tax expenses of DKK 19 million (tax expenses of
DKK 19 million in 2013).
Gross premiums written for Forsikringsselskabet Privatsikring increased from DKK 599 million in 2013 to DKK
616 million in 2014. Premiums have increased for all products, with the exception of Motor Third Party Liability.
The balance on the technical account before run-off has decreased from DKK 27 million in 2013 to DKK 7 million in 2014 primarily due to increasing expenses exceeding the positive development in the underlying claims
ratios. The company also had a positive claims run-off regarding previous years, primarily attributable to fire and
contents, motor and personal accident.
Holmia Livförsäkring AB
Holmia Livförsäkring has concession to write direct and indirect life insurance where the payments are dependent on one or more person’s life and additional insurance complementing this. The company primarily works
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together with Codan Forsikring Swedish branch to cover the mortality risk in the branch’s large portfolio of
Health and Accident insurances.
The profit for 2014 comprises a balance on the technical account of DKK 55 million (DKK 52 million in 2013), an
investment result of DKK 8 million (DKK 5 million in 2013) and tax expenses of DKK 3 million (tax income of
DKK 0.2 million in 2013).
The company’s total premium volume decreased, and gross earned premium was SEK 141 million against SEK
167 million last year. The decline is a direct consequence of a reduction in the collective Health and Accident
portfolio in Codan Forsikring Swedish branch. The company has seen declining claims costs as well as declining
operating expenses, which explains the positive development in the balance on the technical account.

Equity investments and units in open-ended funds

The company’s exposure to shares is low. The company has investments in loan funds in which the underlying
assets are made up of loans in European commercial property companies. The company's equity investments
and units in open-ended funds amounted to DKK 1,443 million at 31 December 2014, equal to 3.6% (3.7% in
2013) of the total investment portfolio.
The company's equity investments and units in open-ended funds generated a positive return of DKK 212 million in 2014 (a positive return of DKK 277 million in 2013).

Bonds

In the course of the year, the duration of the technical reserves increased, which resulted in a certain rebalancing
of the bond portfolio with a view to increase the duration. The interest rate decreases resulted in significant duration reduction on the Danish callable mortgage bonds which resulted in some purchases of longer dated
bonds in order to secure duration matching of assets and liabilities.
At 31 December 2014, bonds totalled DKK 34,525 million or 87% (77% in 2013) of the company's total investment portfolio and had a duration of approx. 3.7 years. Of the total investment portfolio, Danish government
bonds account for approx. 11%, Danish mortgage bonds for approx. 18%, Norwegian government bonds for
approx. 2%, Norwegian mortgage bonds for approx. 1%, Swedish government bonds for approx. 30%, Swedish mortgage bonds for approx. 28%, EUR-denominated government bonds for approx. 1% and European
mortgage bonds for approx. 0%. A total of approx. 90% of the bond portfolio is invested in AAA-rated bonds.
The investments in Swedish and Norwegian bonds are used to hedge the business in Codan Forsikring’s Scandinavian branches.
The total return on the bond portfolio was a gain of DKK 2,606 million (a loss of DKK 474 million in 2013), equal
to approx. 7.5% (11.6% in 2013), which is considered satisfactory having the market conditions during 2014 in
mind.
Balance sheet
Total assets for Codan Forsikring decreased by DKK 1,310 million from DKK 49,571 million in 2013 to DKK
48,261 million in 2014. The decrease is primarily attributable to the decision not to renew the quota share
agreement with RSA for 2014, which has affected as the re-insurer’s share of insurance contract provisions as
the deposits with ceding undertakings.
Business initiatives

Key strategies

Codan Forsikring is a part of the Codan Group, which undertakes business in Scandinavia.
The Codan Group is implementing a new country based organisation. This will help drive the strategic initiatives:
•
•
•
•

Deliver on our customers’ needs and our brand ambitions – close to customers
Clear and strong ownership of entire profit and loss account
Improve cost effectiveness
Ensure faster decision making and improve time to market
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As part of implementing the new country based organisation, Codan has merged the two insurance subsidiaries
Codan Forsikring A/S and Trygg-Hansa Försäkrings AB. The merger helps simplifying the organisation and
thereby further improving efficiency
The Codan Group will look to protect the current leadership positions in areas such as Motor, Personal Accident
and Renewable Energy, while continue improving profitability in Denmark and Norway. The Group also plans to
fully capitalise on the opportunities in Specialty and with global brokers that arise from being the only scale
player in the region with a global presence.

Market conditions

Throughout 2014, trading conditions continued to be challenging in Denmark; however, the Danish insurance
market remains stable and attractive. The market has announced that it will focus on profitability and cost reduction, and Codan has the same focus. As in the Danish market, the Swedish market has experienced a decline in
the economy. In Norway the trading conditions are continuously positive, although the recent drop in oil prices is
expected to impact the development negatively.

Customers

Codan continues to work on delivering the brand and customer journey and implementing a customer mindset
in all parts of the business. A key focus area in the Codan Group strategy is to understand customer needs and
requirements and adapt our service and propositions to meet the expectations.
Variable remuneration
With effect from 1 January 2011, new rules came into force imposing financial undertakings to draw up a remuneration policy for the undertaking, including rules on the payment of variable remuneration to the Board of Directors, the Board of Management and material risk takers. Codan Forsikring has implemented the new rules
and observes the special restrictions applicable to the remuneration of the Board of Directors, the Board of
Management and material risk takers. Consequently, the company complies with the provisions of sections 71
and 77a-d of the Danish Financial Business Act. In accordance with section 77d of the Danish Financial Business
Act, information about the total remuneration for members of the Board of Directors and Board of Management
is provided in this annual report, and the information to be published in the remuneration report in accordance
with the remuneration rules is available on Codan's website under 'Løn i Codan' (remuneration in Codan).
Audit and Risk Committee
The Board of Directors of Codan Forsikring has set up a combined audit and risk committee, the 'Codan Forsikring Audit & Risk Committee'.
The Committee consists of five members of the company's Board of Directors with Anthony P. Latham as
chairman. As the independent member with special qualifications in accounting, the company's Board of Directors has appointed Lars Nørby Johansen. The Board of Directors found that his qualifications met the statutory
requirements. The Danish Financial Supervisory Authority has been informed accordingly. Lars Nørby Johansen
is Chairman of the Boards of Directors of Codan A/S and Codan Forsikring.
The tasks of the Committee are set out in the Terms of Reference based on Executive Order no. 1393 of 19 December 2011 on Audit Committees in Undertakings and Groups Subject to Supervision by the Danish Financial
Supervisory Authority (Bekendtgørelse om revisionsudvalg i virksomheder samt koncerner, der er underlagt tilsyn af Finanstilsynet). The tasks of the Committee include monitoring of both the financial reporting process,
including calculation of the individual solvency requirements, and the company's internal control system and risk
management systems. The Committee also monitors the statutory audit of the financial statements, which includes controlling the auditors' independence and the effectiveness of the internal audit function.
In 2014, the Audit and Risk Committee held four meetings in connection with the quarterly reporting to the
company's Board of Directors and the Danish Financial Supervisory Authority.
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Events subsequent to 31 December 2014
Dividend for 2014
The Board of Directors proposes a dividend payment of DKK 2,900 million. The proposed dividend will be considered by the annual general meeting on 29 April 2015. The dividend proposal is based on the rules on solvency, traffic light scenarios and registered assets as set out in the legislation governing insurance companies.
The company's solvency ratio after the proposed dividend is 3.18, and traffic light calculations still show a green
light scenario. The requirement for registered assets has been met with a good margin and with assets with a
low financial risk.
Based on its financial position, the company is expected to meet its obligations, both in the short and in the long
term. The Board of Directors finds that the company's equity is sufficient seen in relation to the size and risks of
the company.
Merger with Trygg-Hansa Försäkrings AB
As of 31 March 2015 the company was merged with the Swedish sister company, Trygg-Hansa Försäkrings
AB, with Codan Forsikring A/S being the continuing entity. The Trygg-Hansa business is now included in Codan
Forsikring’s Swedish branch. The merger supports the Codan Group strategy and the new country based organisation and at the same time the merger will help simplify the organisation and thereby further improve efficiency.
No other events of material importance to the company's financial position or business affairs have occurred
subsequent to 31 December 2014.
Outlook for 2015
2015 is expected to be characterised by unchanged macroeconomic conditions relative to 2014, with expectations of low GDP growth. Public and private spending is expected to be affected by this, just as trade and exports are expected to remain stable.
Claims incurred, before run-off are expected to improve in 2015, primarily on the back of continued focus on
profitability of individual products. The expense ratio is expected to improve against 2014 as a result of the
implementation of a number of efficiency improvement projects. The company is making major investments in
development projects, and targeted efforts are concurrently being made to implement the corporate strategy. In
addition to this, the performance depends on developments in personal injury claims, weather-related claims
and large claims as well as the trend in Danish interest rates.
In 2015 Codan Forsikring expects a combined ratio in the low 90’s.
Codan Forsikring does not consider it appropriate to make any statements as to the expected developments in
the interest rate and stock markets or the expected value adjustments for 2015.
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Employees and the company's community involvement
The cornerstone of Codan Forsikring’s performance and success is the company's ability to attract, retain and
develop the best talents. Codan Forsikring wants to be one of the best workplaces in the insurance market,
which also contributes towards attracting employees to work in the insurance industry in general. By focusing on
the development of the individual employee and manager, the company provides the framework for a dynamic,
informative and stimulating environment based on respect.
Codan Forsikring strives to be a responsible employer. By focusing on all aspects of diversity and equal opportunities for all employees, Codan Forsikring wants to be a workplace where differences are considered a
strength and source of inspiration.
Corporate responsibility efforts
The Codan Group has decided to work strategically with corporate social responsibility (CSR) as a prerequisite
for attracting the best employees, customers, suppliers and business partners – and thus for building a profitable and sustainable business. The Group has published a CSR report which is publicly available at
www.codan.dk/csr. Data are reported in accordance with international GRI standards. The report describes how
the Group complies with the AA1000 principles (inclusivity, materiality and responsiveness), and data is audited
by independent auditors.
More information is available on the website about the CSR policies as prepared and approved by Codan's
Board of Directors and CEO. The policies serve as overall guidelines for Codan's CSR activities, including the
approach to human rights, the environment, donations and volunteering activities. The website also contains
more information on the Group's values and business principles which help strengthen the CSR activities
throughout the organization.
Moreover, the Group has introduced an internal 'Guide to Business Conduct' which all employees must complete via e-learning. The Group also has a Whistle blowing Policy, which ensures that the employees know how
to act and who to contact if they discover or suspect fraud, bribery and embezzlement, or if any of the Group's
own business principles are not followed in the day-to-day work.
New strategy
In 2013 we developed a Corporate Responsibility Strategy for Scandinavia for 2014-16. The new Corporate
Responsibility Strategy builds upon the strong foundation of our previous corporate responsibility work and
supports the overall themes in the global Corporate Responsibility Strategy of RSA Group. The new strategy
continues to focus on the needs of our customers and supports our vision of insuring a sustainable future with
focus on prevention of accidents and claims.
Our new corporate responsibility Strategy is based on customer surveys and interviews with key internal and
external stakeholders. The results of these interviews have giving valuable insights into our customers’ and
stakeholders’ expectations and from this we have drafted the strategy vision and themes where loss prevention
regarding climate and safety are main themes.
The top 10 challenges our customers expect us to help manage are:
1. Insurance Fraud
2. Fire accidents
3. Burglary claims in buildings
4. Water claims in buildings (broken pipes)
5. Children’s accidents
6. Traffic accidents (by increasing traffic safety)
7. Claims caused by extreme weather
8. Swimming accidents
9. Boat accidents
10. Crime
Climate
In recent years, Codan has seen a major increase in weather-related claims. In the short term, the Group would
like to raise awareness of damage caused by extreme weather, and in the long term, the company would like to
contribute to reversing the negative climate trend.
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In Denmark, for example, Codan offers a rebate on home buildings insurance if customers install anti-flooding
devices to prevent the basement from being flooded by sewage during cloudbursts. In addition, Codan has
launched videos focusing on how Danish homeowners can avoid damage to their homes when a cloudburst hits
the country. Moreover, Codan offers a free text message alert to all Danes to notify them of cloudburst or storm
forecasts. Codan is also a member of the Danish think tank CONCITO, with the company contributing to the
think tank's climate adaptation work.
Codan also set up a competition with the Danish Technological Institute, whereby prevention of water damage
was the theme.
Codan invited the public to send in ideas on how to prevent water damages – both due to pipe burst and extreme weather.
A jury of experts, from the Technological Institute and from Codan, selected the three best ideas, and with this
competition, we have encouraged homeowners, students, experts, inventors and others to come up with ideas
that potentially can make homes more flood resistant.
Safety
All accidents, whether they occur at home, at work, in traffic or on holiday, are unpleasant experiences that the
people involved would rather do without. This also applies to us as an insurance company. An essential part of
Codan's business is therefore to help prevent such accidents.
In Denmark and Norway the focus in 2014 was on the importance of being visible in traffic, for example by having 200 voluntary employees handing out 100,000 free reflectors.
Trygg-Hansa has a long standing partnership with the Swedish Life Saving Society (SLS) in regards to promote
water safety. Our shared vision is that no child should have to drown. As an insurer who insures every other child
in Sweden, we believe water safety is an obvious and suitable area to focus on.
Drowning is one of the most common fatal accidents among children aged one to six years old, and every year
an average of nine children die in drowning accidents. Being able to float in water can save lives and is the first
step to a swimming ability. In 2013 Trygg-Hansa and the Swedish Life Saving Society initiated the Baby Buoy
concept to help parents and children how to practice water safety and floating home in the bathtub or the bath,
and thus increase safety in and around water.
Every summer since 2012, Trygg-Hansa has funded around 350 outdoor summer swim schools with materials
and resources, where more than 20 000 children have learned to swim. Summer swim lessons are one of the
most important activities when it comes to promoting swimming skills among children in Sweden.
Trygg-Hansa is also funding the initiative “Swim School for Everyone”, which aims to reach children who, for
various reasons, such as language barriers, find it difficult to absorb information on water safety and swimming.
SLS educates approximately 12 multilingual swim instructors per year to be able to teach children, who, for cultural, religious, linguistic, economic, or who otherwise cannot attend regular swimming lessons.
Codan is also focusing on reducing the number of burglaries. In both Denmark and Sweden, the Group has
launched videos focusing on how homeowners can avoid burglaries. In Denmark, we also offer a rebate on the
home contents insurance to customers having installed an approved alarm system in their home.
In Norway the focus has been on car safety campaign as a survey has shown that 1 of 4 Norwegian does not
know how to pack the car safely and loose items in the car can cause great harm and death. The aim of the
campaign was to teach the Norwegian drivers how to pack the car. A national event with the Norwegian Air
Ambulance was held and Codan’s employees handed out info and cargo straps on 5 different locations in Norway.
Focus on capabilities, culture and engagement
Codan invests considerable resources on developing the right capabilities for the future. We believe that the
company's future success is dependent on ensuring that our employees and leaders have knowledge and expertise to always be able to deliver the best possible solutions for our customers. The company supports and
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encourages capability development in order to strengthen both personal and technical development, and
thereby add value to the business. This is done through a combination of internal and external training.
Through 2014, we have had a particular focus on leadership and culture in relation to our re-branding of Codan.
We have delivered the “Great Conversations” programme to help leaders and their team to create Awareness,
Desire, Knowledge, Ability and Reinforcement towards our Brand, Culture and Expectations.
We have also introduced a new engagement survey YOURSAY in 2014 which gives all our employees the opportunity to shout out and help us make things better. Actions on the survey and feedback will continue in 2015.
Focus on more women in management
Codan focuses heavily on women in management positions. Our aim is to increase the share of female managers on all levels of the organisation. Our specific target is to increase the share of women on our Board of Directors, excluding employee representatives, for Codan and Codan Forsikring A/S from 20% in 2012 to 33% in
2017, while the corresponding target for Forsikringsselskabet Privatsikring is from 25% in 2012 to 40% in
2017. We have also set up a target and policy for the share of women on other management levels – from 35%
in 2012 to 40% in 2020. In addition, Codan has signed the Charter for More Women in Management (Denmark).
In 2014, the share of women on the Board of Directors went down by 3 percentage points to 17 % in Codan
A/S and Codan Forsikring A/S and down by 25% to 0 % in Forsikringsselskabet Privatsikring, respectively. The
gender composition of the board has been affected of some re-organisations across the Codan group executed
during 2014 implying that the share of women at the board has gone down by end 2014. This does not give
reasons for changing the target for gender diversity at the board, which will remain at 40/60. The share of
women on other management levels has increased from 35% in 2012, 36% in 2013 to 37% in 2014.
The long-term aim for more women in management positions is to achieve a representation better reflecting the
general distribution of women and men at Codan. Also, the efforts will contribute to our CSR objective of creating a sustainable future and provide equal opportunities for our employees and talent pool in society. To focus
on more women in leadership, we have introduced the following measures:

• Focus on Diversity & Inclusion in our people priorities
• Target for the share of women in management positions of 40% by 2020
• Reporting on Diversity measures and continuous follow-up
• Marked the International Women's Day
• Supplier requirements for Search companies stipulating that at least 30% of all qualified candidates proposed
for management positions must be women

• Continued our structured work with the female talent pool and ensured their representation in our successor
plans
• Ensured 30% to 50% of female candidates in our talent programmes 2014-15
• Continued our Senior Female Sponsorship Programme with the Senior Executive Team
• Successfully completed a number of Female Networks Nordic for 140+ women in 2014
• Provide Diversity & Inclusion e-learning to all employees in 2015
• Generally ensured that the equal treatment perspective for both men and women is incorporated into our HR
and business processes, including pay adjustment bonus, flexible working hours etc.
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Risk management
Codan Forsikring is exposed to various types of risks, of which insurance risks, financial risks and operational
risks are the most prominent. Insurance risks pertain primarily to underwriting risk, counterparty risk and reserving risk. Financial risks consist primarily of market risks, including the impact of changes in interest rates, particularly in the bond portfolio and technical provisions. Operational risks include the risk of loss from inadequate
or failed internal processes, people and systems, or from external events. Risks relating to the Codan Forsikring
and Trygg-Hansa merger are continuously assessed and monitored .The company's management of these risks
is described below and further detailed in Note 2.
Risk management in Codan Forsikring
Codan Forsikring's overarching strategy and guidelines are set by the company's Board of Directors. The connection between strategic considerations regarding risk acceptance and day-to-day decisions on whether to
enter into agreements with customers, partners and suppliers is strengthened through continuous assessment
of the company's current risk profile. This is done through the Risk Management Forum, which is an advisory
body to the management. The risk profile is reported on a continuous basis to the company's Board of Directors. For further information on risk management, see Note 2.
Codan Forsikring has implemented necessary and relevant measures and controls to optimise risk situations.
The most significant risks for Codan Forsikring are outlined below:

Insurance risk

Codan Forsikring's insurance risks comprise:
•
•
•

Underwriting risk and premium rating risk, i.e. the risk that the premium charged is not sufficient to cover
future expenses
Counterparty risk, also referred to as credit risk or default risk (see Credit Risk section below)
Reserving risk, i.e. the risk that technical provisions will not be sufficient to settle claims incurred.

The level of insurance risk that the company can accept is ultimately steered by the Risk Acceptance Guidelines,
which are set by the Board of Directors. In these guidelines, the Board clearly describes the risk appetite per
insurance class and specifies the maximum acceptable limits that the Board is prepared to allocate to the various risks that have been evaluated, priced and accepted by the company's underwriters.
The Reinsurance Policy steers how reinsurance protection is to be structured to reduce Codan Forsikring´s insurance risks to acceptable levels. Reinsurance is purchased to protect the company from major, individual
claims and against Natural Catastrophes and other Catastrophe events that could impact many different lines of
business. The Reinsurance Policy also stipulates, per insurance class, clear demands on what credit ratings the
reinsurance companies are to have in order for Codan Forsikring to enter into contracts with them.
The company's method for setting premiums is defined through an underwriting process that takes into account
various individual risks, which products are to be insured, and in some cases also risk management, in order to
arrive at the right premiums for different customers. In both the Personal and Commercial business units, a majority of the customers are given a premium that is set according to tariffs that are calculated by price actuaries,
while for major commercial customers, premiums are based on the respective companies' operations and
claims history. The authority exercised by the respective underwriters is steered by a personal underwriting licence.
Technical provisions for future payment of claims that have been incurred are calculated using standard actuarial
methods.
The claims trends and reserve levels are reviewed quarterly by the actuarial reserving department and is addressed in a process which involves both the claims department and the Portfolio Heads/Product Directors. The
Chief Actuary is responsible for setting reserves and produces reserve reporting to the Reserving Committee
and the Board.
The Reserving Committee meets at least once a quarter and has an advisory role that is designed to provide
both challenge and a more in-depth look at the Chief Actuary's report. The committee reports to the CEO.
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Financial risk

Financial risk consists of market risk, credit risk, and liquidity risk. Market risk is the most important of these for
Codan Forsikring since a significant part of the company's activities consists of investment activities. Market risk
is the risk that movements in the financial markets affect the value of assets and liabilities and thereby the company's capital base and return.
Most of Codan Forsikring's investments are in Scandinavian government bonds and Scandinavian mortgage
bonds. The large majority of the bonds is considered liquid and can be sold on short notice close to market
price.

Market risk
Interest rate risk

Changes in interest rates are among the important factors which affect Codan Forsikring's financial risks. If interest rates decrease, the value of the company's bond portfolio rises. At the same time, technical provisions
increase in connection with downwards changes in the discount rates. Changes in interest rates thus have an
opposite profit and loss effect on assets and liabilities.

Equity risk

The value of the equity portfolio fluctuates in line with movements in the stock markets. Codan Forsikring has a
limited exposure to equities as less than 4% of the investment assets are invested in equities.

Spread risk

Spread risk is the risk that the value of bonds with an inherent credit element declines due to spread increases
caused, for example, by an increase in risk aversion in the market. Codan Forsikring's spread risk on Danish
mortgage bonds is broadly hedged on a net basis due to the construction of the Danish and Swedish discount
curve, which to some extent incorporates Danish mortgage bond yields. Codan Forsikring is primarily exposed
to spread risk via investments in corporate bonds. However, the spread risk is considered limited as Codan
Forsikring primarily holds AAA-rated mortgage bonds and investment grade corporate bonds.

Real estate risk

Codan Forsikring has one smaller direct investment in properties in 2014.

Currency risk

Currency risk arises as a result of a mismatch in the value of assets and liabilities in the same foreign currency.
Codan Forsikring has limited currency risk as the technical provisions are generally matched by investments in
the same currency. The merger of Trygg-Hansa Försäkrings AB into Codan Forsikring A/S has changed the
currency exposure for the company since part of capital of the company is now denominated in SEK. In Codan
Forsikring's financial statements, results and equity of foreign branches are translated into DKK. Consequently,
significant changes in foreign exchange rates may affect Codan Forsikring's results and equity.

Inflation risk

Inflation risk is the risk that claims payments in future years will escalate given an increase in inflation due to
indexation of claims cash flows. Codan Forsikring has an indirect exposure to inflation since technical provisions
for workers' compensation and health and accident insurances are linked to a wage index which is correlated
with inflation.

Liquidity risk

Most of Codan Forsikring's investments are in liquid, listed bonds that can be liquidated on short notice at close
to market price. Further, a credit facility can be obtained from the company's primary banks given the
company's rating of A-.

Credit risk

Credit risk (default risk) is the risk of incurring a loss if a counterpart cannot meet its obligations. Codan
Forsikring's investment portfolio consists primarily of AAA-rated Danish government and mortgage bonds, for
which the credit risk is considered very low. More than 85% of the total investments consist of AAA-rated
bonds. In addition, Codan Forsikring holds European corporate bonds with a credit rating of at least BBB. Codan
Forsikring's counterparty-related credit risks are primarily tied to holdings of cash and deposits in banks and
exposure on reinsurance counterparties.
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Operational risks
Operational risk is the risk of loss (economic or reputational) resulting from inadequate or failed internal
processes, people and systems, or from external events.
Codan manages operational risks on an ongoing basis in line with risk appetite and quarterly assesses documents and reports operational risks to the Board of Directors. Where the risk exposure is judged to be unacceptable (outside risk appetite), actions are taken to mitigate and/or manage the risk. An annual assessment is
performed of the direct and indirect financial impact that could arise in various scenarios.
Other risks
The company also faces strategic risks, reputational risks and emerging risks. Strategic risks are the risks of the
company’s strategic decisions and planning affecting the company’s business and capital adversely.
Reputational risk is the risk that the company’s intrinsic value is deteriorated through negative perceptions in the
market, while emerging risks are risks that the Company may face over a period of time longer than the planning
horizon. Emerging risks can for instance relate to technological development, health research and other matters
in relation to the above described risks developing over time.
Codan manages these risks on an ongoing basis in line with risk appetite and quarterly assesses documents and
reports operational risks to the Board of Directors. Where the risk exposure is judged to be unacceptable (outside risk appetite), actions are taken to mitigate and/or manage the risk. An annual assessment is performed of
the direct and indirect financial impact that could arise in various scenarios.
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Capital structure

For capital management purposes, Codan Forsikring uses an internal capital model to assess and calculate
capital requirements and scenarios. The model is used to calculate the capital requirement and for performance
review purposes based on capital allocations derived from the model. The model is further used for impact
analyses when assessing impact of major strategic decisions. The model is developed over a number of years in
cooperation with the RSA Group. The model is fitted for Codan Forsikring and is developed on a regular basis,
which includes an annual re-parameterisation. The model is a cash flow-based stochastic model which models
underwriting risk, premium rating risk, reserving risk, catastrophe risk, counterparty risk, investment risk and
operational risk. Within this model framework, with run-off on existing obligations and new business for one
year, the capital requirement is calculated as the capital required at all times to resist a worst-case scenario, defined as a once in every 200-year occurrence.
Codan Forsikring's adequate base capital to cover the individual solvency requirement amounted to DKK 7,763
million at 31 December 2014. At the end of 2014, the Danish individual solvency requirement of Codan Forsikring was DKK 3,537 million. During 2014 the capital model was updated to account for the new re-insurance
covers and a number of updates in respect of the Economic Scenario Generator used for the economic variables. The capital model was also altered to comprise the Swedish business which the merger with TryggHansa has added to Codan Forsikring.
New Danish Individual Solvency Rules
In 2014 new regulation came into force for Insurance and Insurance Holding Companies. This regulation introduces the concept of an adequate base capital which is close to the definition of capital under Solvency II. The
adequate base capital succeeded the former base capital to cover individual solvency requirement. The Codan
Group has chosen to take advantage of work done in preparing for Solvency II and have therefore implemented
and updated existing internal rules, methods and procedures applicable under Danish rules to be compliant with
the new regulation.
Solvency II
The Codan Group has been working on a Solvency II project coordinated with the RSA Group since 2009.
Solvency II is a new set of EU rules, which is to come into force as of 1 January 2016. The new Danish Individual
Solvency rules are in many respects an early implementation of a solvency II like regime. The Codan group has
prepared for solvency II over many years and expects to be ready for full implementation as of 1 January 2016.
During 2015 Codan Forsikring A/S expects, as part of the RSA Group, to apply for approval to use an internal
model to calculate the Solvency Capital Requirement (SCR) as of 1 January 2016. In preparation for the application, Codan Forsikring has also ensured that the legislation can be fulfilled if use of an internal mode is not approved.
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Directorships and executive positions
Board of Directors
At the time of adoption of the Annual Report, the members of the Company’s Board of Directors held the following directorships and executive positions in other enterprises.
Board of Directors

Directorships and executive positions in other enterprises

Lars Nørby Johansen, Chairman

Fonden Oluf Høst Museet, Index Award A/S, Bornholms Mosteri A/S, Den
Erhvervsdrivende Fond Bornholms Mosteri, (Chairman): Københavns
Lufthavne A/S, William Demant Holding A/S, Dansk Vækstkapital K/S, Codan A/S, Fonden for Entreprenørskab – Young Entreprise, Dansk
Vækstkapital Komplementar ApS, Montana Møbler A/S, (Deputy Chairman): Arp-Hansen Hotel Group A/S.

Anthony Latham, Deputy Chair- Ecclesiastical Insurance Group plc., Ecclesiastical Insurance Office plc.,
man
(Chairman): Pool Reinsurance (Nuclear) Ltd , Reinsurance Ltd, (Deputy
Chairman): Codan A/S.
Richard Houghton

Ascentus Insurenca Ltd., Canadian Northern Shield Insurance Company,
Codan Forsikring A/S, Quebec Assurance Company, Roins Financial Services Ltd., Royal & Sun Alliance Insurance plc., Royal & Sun Alliance Reinsurance Ltd., RSA Insurance Group plc., Sun Insurence Office Ltd., The
Johnson Corporation, The Marine Insurance Company Ltd., Unifund Assurance company, Western Assurance Company.

Jørgen Koch *

Codan A/S, Minarv Ivs, (Directorship): Minarv Ivs.

Jørgen Lykke *

Codan A/S

Marianne Philip

Aktieselskabet af 1. januar 1987, Bitten og Mads Clausens Fond, Brenntag
Nordic A/S, Codan A/S, Codan Forsikring A/S, Hedgeforeningen Nordea
Invest Portefølje (kapitalforening), Investeringsforeningen Nordea Invest,
Investeringsforeningen Nordea Invest Bolig, Investeringsforeningen Nordea Invest Engros, Investeringsforeningen Nordea Invest Kommune, Investeringsforeningen Nordea Invest Portefølje, Investeringsinstitutforeningen
Nordea Invest, Investeringsinstitutforeningen Nordea Invest Portefølje (kapitalforening), Kapitalforeningen Nordea Invest, Novo Nordisk Fonden,
(Chairman): Advokatfirmaet Kromann Reumert International A/S, Gerda og
Victor B. Strands Fond/Toms Gruppens Fond, Gerda og Victor B. Strand
Holding A/S, Holdingselskabet Af 17. August 2011 ApS, Movement A/S,
Scan Office A/S, Scan Office Ejendomme ApS, Stiholt Holding A/S, (Liquidator): Adlight ApS, APost Euro Express A/S, Anabia ApS, Alvik – Vagt &
sikkerhed S.M.B.A., Aros Invest 1 ApS, Arslan ApS, BL Service og Vedligehold ApS, Butter Tikka Holding ApS, Butter Tikka 1 ApS, Copenhagen Bikes ApS, Dana Transport ApS, Delapres ApS, DM -Byg S.M.B.A., DM
Nedrivning ApS, EAT Catering ApS, Emborg & Bertelsen Ejendomsinvest
ApS, Facecv ApS, Fair Gruppen ApS, Fantastisk Ene Føde ApS, Færge
Caféen ApS, Glostrup Bowling Center ApS, Goutmetkaffe S.M.B.A, Hvidovre Bilhandel ApS, Infra ApS, Isefjorden Holding ApS, Ishak-NB ApS, Jardins D'Osaka ApS, Leholm ApS, Lembcke Holding ApS, LJH ApS, Lokalvinduespudser.dk ApS, Luimie Invest ApS, Mac Elle Holding ApS, MAS
Consulting S.M.B.A., Mick Poulsen Holding ApS, Narnie Holding ApS,NB
Ejendomshandel ApS, Nielsen Totalentreprise ApS, Nora I ApS, Pant Og
Handelsbanken A/S, Percules ApS, Pbh 25.366 ApS, PJ Transport ApS,
Precision Denmark Holding ApS, Prime Care ApS, QMS Holding ApS,
Quintin A/S, Rumko Holding ApS, Sanders Investment ApS,

* Elected by employees
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Board of Directors (continued)

Selmax S.M.B.A., Servicemann ApS, SP Berlin Projekt Holding ApS,
Techno Vision Development A/S, Total Solution ApS, Treats & Deli ApS,
Trimark Distribution ApS, Tømrerfirmaet Berner Byg ApS, U.D.Group A/S,
Ulla Danielsen Holding ApS, Vækst & Vision ApS, Zulueta ApS, AAB Projekt Holding ApS.

Christian Sletten *

Codan A/S

Derek Walsh

Codan A/S, Royal Insurance Holdings plc., (Directorship): RSA Insurance
Group plc.

David Weymouth

Codan A/S, Financial Services Compensation Scheme Ltd, Royal & Sun
Alliance Insurance plc, Royal & Sun Alliance Reinsurance Ltd, Sun Insurance
Office Ltd, The Marine Insurance Company Ltd, Royal London Mutual Insurance Society Ltd.

* Elected by employees
Board of Management
Pursuant to section 80 of the Danish Financial Business Act, the Board of Directors of Codan Forsikring A/S has
approved that the members of the Board of Management of the Company, held or hold the following directorships and executive positions.
Board of Management
Patrick Bergander

Directorships and executive positions
Forsikringsselskabet Privatsikring A/S, NIS Sweden I AB, NIS Sweden II
AB, Försäkringsgivarnas Arbetsgivarorganisations Serviceaktiebolag,
Svensk Försäkring, Forsikring og Pension, (Chairman): Codan Ejendomme
II A/S, NIS Denmark A/S, NIS 2 A/S, (Directorship): Codan A/S.
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Statement by the management on the annual report
The Board of Directors and the Board of Management have today considered and approved the annual report of
Codan Forsikring A/S for the financial year 1 January to 31 December 2014.
The annual report is presented in accordance with the Danish Financial Business Act.
In our opinion, the financial statements give a true and fair view of the company's financial position at 31 December 2014 and of its financial performance for the financial year 1 January to 31 December 2014. It is also our
opinion that the Management’s review gives a true and fair view of developments in the Company’s activities
and financial position and describes the major risks and uncertainties which the Company is facing.
We recommend the annual report for adoption at the annual general meeting.
Copenhagen, 24 April 2015

Board of Management

Patrick Bergander

Board of Directors

Lars Nørby Johansen
Chairman

Anthony Latham
Deputy Chairman

Richard Houghton

Jørgen Koch

Jørgen Lykke

Marianne Philip

Christian Sletten

Derek Walsh

David Weymouth
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To the shareholder of Codan Forskring A/S
Independent auditors’ report on the financial statements
We have audited the financial statements of Codan Forsikring A/S for the financial year 1 January - 31 December 2014. The
financial statements comprise income statement, statement of comprehensive income, balance sheet, statement of
changes in equity and notes. The financial statements are prepared in accordance with the Danish Financial Business Act.
Management's responsibility for the financial statements
Management is responsible for the preparation of financial statements that give a true and fair view in accordance with the
Danish Financial Statements Act and for such internal control that Management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.
Auditors' responsibility
Our responsibility is to express an opinion on the financial statements based on our audit. We conducted our audit in accordance with International Standards on Auditing and additional requirements under Danish audit regulation. This requires
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance as to whether the
financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected depend on the auditors' judgement, including the assessment of the risks of material misstatements of the financial statements, whether due to fraud or error. In making those risk assessments, the auditors considers internal control relevant to the Company’s preparation of financial statements that give a true and fair view in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by Management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Our audit has not resulted in any qualification.
Opinion
In our opinion, the financial statements give a true and fair view of the Company's financial position at 31 December 2014
and of the results of its operations for the financial year 1 January - 31 December 2014 in accordance with the Danish Financial Business Act.
Statement on the Management's review
Pursuant to the Danish Financial Business Act, we have read the management's review. We have not performed any other
procedures in addition to the audit of the financial statements. On this basis, it is our opinion that the information provided in
the Management's review is consistent with the financial statements.

Frederiksberg, 24 April 2015
KPMG
Statsautoriseret Revisionspartnerselskab

Anja Bjørnholt Lüthcke
State Authorised
Public Accountant

Mark Palmberg
State Authorised
Public Accountant
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Note

DKK million

General insurance
4 Gross premiums written
Premiums ceded to reinsurers
4 Change in the provision for unearned premiums
Change in the provision for unearned premiums, reinsurers' share
Earned premiums, net of reinsurance
5 Technical interest
Claims paid, gross
Claims paid, reinsurers' share
Change in the provision for claims
Change in the provision for claims, reinsurers' share
6 Claims incurred, net of reinsurance
Bonuses and rebates
Acquisition costs
Administrative expenses
Reinsurance commissions and profit participation
7 Net operating expenses
8 Balance on the technical account, general insurance
Investments
Income from Group entities
Income from associated entities
Income from Group occupied properties
9 Interest income and dividends, etc.
10 Value adjustments
Interest expenses
Investment management expenses
Total investment return
Technical interest transferred to general insurance
Total investment return after technical interest
11 Other expenses
12 Other income
Profit before tax
13 Tax
Profit for the year

2014

2013

16,369.6
-620.1
-54.1
42.2

16,681.9
-2,242.2
113.1
-663.0

15,737.6

13,889.8

28.2

23.8

-12,562.8
1,475.7
854.1
-1,222.3

-12,219.3
1,566.2
995.2
339.9

-11,455.3

-9,318.0

-69.4

-78.7

-2,271.1
-1,036.8
14.4

-2,144.8
-1,124.7
680.9

-3,293.5

-2,588.6

947.6

1,928.3

125.8
5.6
23.1
1,206.7
290.2
-26.7
-95.5

421.8
18.1
1,342.8
-1,671.7
-40.2
-72.4

1,529.2

-1.6

-198.4

-90.7

1,330.8

-92.3

289.0

-0.9
-

2,567.4
-466.7

1,835.1
-366.7

2,100.7

1,468.4
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Note

DKK million

Proposal for the distribution of profit:
Transferred to reserve for net revaluation according to the equity method
Proposed dividend
Transferred to retained earnings

2014

2013

122.3
2,900.0
-921.6

422.4
2,556.1
-1,510.1

2,100.7

1,468.4
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Note

DKK million

2014

2013

0.0
0.0
-27.3
-365.1
0.0
27.7
-7.5
0.5
-0.1
-0.6

-2.0
269.0
-30.0
-119.7
-9.4
34.2
-9.6
0.0
0.0
0.0

Other comprehensive income
Profit for the year

-372.4
2,100.7

132.5
1,468.4

Total comprehensive income

1,728.3

1,600.9

Reversal of previous revaluation of Group occupied properties
Revaluation of Group occupied properties, subsidiaries
Currency translation adjustment, foreign subsidiaries
Currency translation adjustment, foreign branches
Tax on currency translation adjustment in foreign branches
Intra-group contribution
Tax on intra-group contribution
Actuarial gains/losses on pension obligations
Tax on actuarial gains/losses on pension obligations
Other comprehensive income
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Note

DKK million

2014

2013

1,349.5
48.5
12.6
61.1
640.7
1,942.7
14.3
2,597.7

1,620.1
40.0
13.4
53.4
2,691.1
2,711.3
9.0
5,411.4

Equity investments
Units in open-ended funds
Bonds
Other loans
Other

1,125.2
317.7
34,525.3
366.7
14.7

1,360.7
93.4
30,175.2
409.6
13.0

Total other financial assets

36,349.6

32,051.9

6.7

6.5

38,954.0

37,469.8

Reinsurers' share of provision for unearned premiums
Reinsurers' share of provision for claims

133.5
2,206.6

91.3
3,325.1

Total reinsurers' share of insurance contract provisions

2,340.1

3,416.4

Receivables from policyholders
Receivables from brokers

3,276.9
73.9

3,347.5
206.0

Total receivables arising from direct insurance contracts

3,350.8

3,553.5

185.8
158.0
344.5

188.2
338.7
489.0

6,379.2

7,985.8

2.2
30.9
125.2
840.7

2.4
57.7
166.2
1,648.4

999.0

1,874.7

447.2
71.3

500.8
66.6

518.5

567.4

48,261.3

49,571.2

Assets
14 Intangible assets
15 Equipment
Group occupied properties
Total property and equipment
16 Investments in Group entities
Loans to Group entities
Investments in associated entities
Total investments in Group entities

Deposits with ceding undertakings
Total investments

Receivables from insurance companies
Receivables from Group entities
Other receivables
Total receivables
Assets held for sale
17 Current tax assets
18 Deferred tax assets
Cash and cash equivalents
Total other assets
19 Accrued interest and rent
Other prepayments
Total prepayments and accrued income
Total assets
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2014

2013

15.0

15.0

5,573.1
85.8
59.2

5,839.0
1,021.7
185.6
59.2

Total reserves

5,718.1

7,105.5

Retained earnings

4,054.8

3,808.6

Proposed dividend

2,900.0

2,556.1

12,687.9

13,485.2

Provision for unearned premiums
Provision for outstanding claims
Provision for bonuses and rebates

6,116.9
25,405.8
39.2

6,432.3
25,675.9
52.2

Total insurance contract provisions

31,561.9

32,160.4

23 Pension obligations
18 Deferred tax liabilities
24 Other provisions

79.2
186.9
190.5

102.4
339.3
114.2

25 Total provisions

456.6

555.9

649.1

1,279.7

Payables arising from direct insurance contracts
Payables arising from reinsurance contracts
Amounts owed to Group entities
17 Current tax liabilities
26 Other payables

74.3
140.2
104.0
120.2
2,171.7

69.9
158.6
149.9
66.2
1,548.2

26 Total payables

2,610.4

1,992.8

295.4

97.2

48,261.3

49,571.2

Note

DKK million

Equity and liabilities
20 Share capital
21 Contingency funds
Reserve for net revaluation according to the equity method
Translation reserve
Equalisation reserve

22 Total equity

Deposits with ceding undertakings

Accruals and deferred income
Total equity and liabilities
1
2
3
27
28
29
30
31
32

Notes without reference
Accounting policies
Risk information
Key figures and financial ratios
Related parties
Security
Contingent assets, contingent liabilities and financial liabilities
Incentive schemes
Ownership information
Comparative figures as stated in the Annual Report 2013
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Revaluation
Share reserves,
capital equity method
2014
Equity, beginnning of the year

DKK million
Other Proposed
reserves dividend

Retained
earnings

Total
equity

15.0

1,021.7

6,083.8

2,556.1

3,808.6

13,485.2

-

-

-27.3

-

-

-27.3

-

-567.1
-

-365.1
26.7
-

-

540.4
27.7
-7.5

-365.1
27.7
-7.5

Profit for the year

-

-567.1
122.3

-365.7
-

2,900.0

0.5
-0.1
-0.6
560.4
-921.6

0.5
-0.1
-0.6
-372.4
2,100.7

Total income for the year

-

-444.8

-365.7

2,900.0

-361.2

1,728.3

Received dividend, subsidiaries
Release of negative revaluation
reserve, equity method
Currency translation adjustment,
dividend
Paid dividend

-

-1,605.0

-

-

1,605.0

-

-

1,028.1

-

-

-1,028.1

-

-

-

-

-30.5
-2,525.6

30.5
-

-2,525.6

-

-1,021.7

-365.7

343.9

246.2

-797.3

15.0

-

5,718.1

2,900.0

4,054.8

12,687.9

Changes in equity for 2014:
Currency translation adjustment,
foreign subsidiaries
Currency translation adjustment,
foreign branches
Sale of Brädstaplen AB
Intra-group contribution
Tax on intra-group contribution
Actuarial gains/losses
on pension obligations
Tax on actuarial gains/losses
Other total income

Changes in equity for the year
Equity, end of the year
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Balance sheet at 31 December
Revaluation
Share reserves,
capital equity method
2013
Equity, beginnning of the year

DKK million
Other Proposed
reserves dividend

Retained
earnings

Total
equity

15.0

394.3

6,336.0

650.0

5,150.0

12,545.3

-

-2.0
-51.9

-

-

51.9

-2.0
-

-

269.0

-

-

-

269.0

-

-

-30.0

-

-

-30.0

-

-

-119.7

-

-

-119.7

-10.1
205.0
422.4

-0.6
-150.3
-

-

Profit for the year

-

2,556.1

-9.4
10.7
34.2
-9.6
77.8
-1,510.1

-9.4
34.2
-9.6
132.5
1,468.4

Total income for the year

-

627.4

-150.3

2,556.1

-1,432.3

1,600.9

Release of accrual funds
Reclassification
Purchase of minority interests in
Sveland
Equalisation reserve (credit and
guarantee)
Paid dividend

-

-

-94.2
1.1

-

94.2
-1.1

-

-

-

-

-

-11.0

-11.0

-

-

-8.8
-

-650.0

8.8
-

-650.0

Changes in equity for the year

-

627.4

-252.2

1,906.1

-1,341.4

939.9

15.0

1,021.7

6,083.8

2,556.1

3,808.6

13,485.2

Changes in equity for 2013:
Reversal of previous revaluation of
Group occupied properties
Sale of Group occupied properties
Revaluation of Group occupied
properties, subsidiaries
Currency translation adjustment,
foreign subsidiaries
Currency translation adjustment,
foreign branches
Tax on currency translation
adjustment in foreign branches
Resolution of WLI AB
Intra-group contribution
Tax on intra-group contribution

Equity, end of the year
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Notes to the financial statements
Note

1 Accounting policies
The annual report of Codan Forsikring has been prepared in accordance with the Danish Financial Business
Act and the Danish Financial Supervisory Authority's Executive Order no. 112 of 7 February 2013 on Financial Reports for Insurance Companies and Multi-Employer Occupational Pension Funds.
Codan Forsikring is a subsidiary to Codan A/S whose ultimate parent company is RSA Insurance Group
plc, which prepares consolidated financial statements in accordance with applicable United Kingdom law.
Consolidated financial statements have therefore not been prepared for the Codan Forsikring Group.
Codan Forsikring has received permission to prepare the annual report solely in English from the Danish
Financial Supervisory Authority.
Due to the merger with Trygg Hansa Försäkrings AB as at 1 January 2013 referred to in the Management's
review, the comparative figures have been restated. The principal items contained Codan Forsikring's
original financial statements as at 31 December 2013 are shown in Note 32.
Apart from this the accounting policies remain unchanged from the annual report for 2013.
General information
The annual report is presented in DKK, rounded to the nearest million by one decimal. The business of Codan Forsikring consists mainly of selling general insurance products on the Scandinavian market and investing in Scandinavian securities. The company has branches in Norway and Sweden.

Recognition and measurement

On initial recognition, assets and liabilities are measured at fair value. However, intangible assets and property and equipment are measured at cost on initial recognition. Subsequent measurements are made as
described for each individual item below. Measurement at amortised cost involves recognition of a constant effective interest rate over the life of the asset or liability. Amortised cost is calculated as the original
cost less repayments and with addition/deduction of the accumulated amortisation of the difference between cost and the nominal amount. In this way, capital gains and losses are allocated over the life of the
asset or liability.
Assets are recognised in the balance sheet when, due to an event occurring before or on the balance sheet
date, it is probable that future economic benefits will flow to the company and the value of the asset can be
measured reliably. Financial instruments are recognised in accordance with this principle, and the trade
date is used as the date of recognition.
Liabilities are recognised in the balance sheet when, due to an event occurring before or on the balance
sheet date, the company has a legal obligation, and when it is probable that future economic benefits will
flow from the company and the value of the liability can be measured reliably.
The recognition and measurement of assets and liabilities take into account information received after the
balance sheet date but before the presentation of the annual report if such information proves or disproves
circumstances prevailing on the balance sheet date.
Income is recognised in the income statement as earned. Expenses incurred to achieve the earnings for the
year, including depreciation, amortisation, impairment losses and provisions, are recognised in the income
statement. Adjustments resulting from changes in accounting estimates of items previously recognised in
the income statement are also recognised in the income statement. Value adjustments of financial assets
and liabilities which are measured at fair value are also recognised in the income statement, unless otherwise stated below.
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Key assumptions and estimates
Determination of the carrying amount of assets and liabilities requires an estimate of how future events will
affect the value at the balance sheet date. Estimates having a material impact on the financial reporting
are,for example, made in connection with the determination of technical provisions, depreciation, amortisation and impairment losses, pension obligations as well as contingent assets and liabilities. The assumptions and estimates used are reviewed on a continuous basis and are, among other things, based on historical experience and expectations of future events.
The estimates used are based on assumptions which the management believes to be reasonable, but
which are inherently uncertain and unpredictable. Assumptions may be incomplete or inaccurate, and unanticipated events and circumstances may occur. Codan Forsikring is furthermore subject to risks and uncertainties that could cause actual results to differ from the estimates used.
Risk management is described in Note 2.
The following accounting assumptions and estimates are considered material to the annual report:

Insurance contract liabilities

The provision for outstanding claims is generally affected by key actuarial assumptions and estimates, including expectations of the number and size of claims incurred but not yet reported as well as inflation developments. In some cases, the historical data forming part of the actuarial methods do not necessarily reflect the expected future level of claims, for instance in connection with amended legislation, legal practice
or the practice of the Danish National Board of Industrial Injuries for awarding compensation, where an a
priori estimate of the effect is prepared. This estimate is communicated to the business and forms the basis
of premium changes necessitated by an expected change in the level of claims.
For general insurance companies, a run-off result is calculated as the difference between:
a. the provision for outstanding claims in the opening balance sheet, adjusted for currency translation differences and discounting effects, and
b. the sum of claims paid during the financial year relating to claims incurred in previous financial years,
and that part of the provision for outstanding claims relating to claims incurred in previous financial
years.
Run-off results for the past five years are shown in the five-year summary in Note 3.

Allocations in Codan Forsikring

Expenses that are not directly attributable to individual lines of business or cannot be identified as either
claims handling costs, operating expenses (acquisition costs and administrative expenses) or investment
management expenses are allocated on the basis of estimated time consumption or cost charge.

Measurement of intangible assets

Impairment testing of intangible assets may be significantly affected by major changes in the estimates and
assumptions on which the calculations of recoverable amounts are based.

Deferred tax

The tax liability arising on a temporary difference between the carrying amount and the tax value is generally recognised as deferred tax. If the temporary difference is negative, and it is considered likely that it can
be used to reduce future tax liabilities, a deferred tax asset will be recognised.
Codan Forsikring does not make provisions for deferred tax on contingency funds. The reason for this is
that, in the opinion of the management, taxation will only take place if the insurance portfolio is transferred
or if the company ceases to carry on insurance business.

Contingent liabilities

Contingent liabilities, including the outcome of pending legal proceedings, are inherently uncertain. The
management has estimated these on the basis of legal assessments of the specific cases.
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Changes in assumptions and estimates
In 2014, changed assumptions and estimates concerning completed and current development projects resulted in a total impairment loss of DKK 222 million before tax.
Business combinations
Newly acquired or established entities are included in the financial statements from the date of acquisition
or foundation. Entities sold or terminated are included in the income statement up to the date of disposal.
Comparative figures are not restated for entities recently acquired, sold or terminated.
Identifiable assets, liabilities and contingent liabilities of newly acquired entities are measured at fair value
at the date of acquisition.
The cost of business combinations is measured as the total fair value at the date of acquisition of transferred assets, known or predicted liabilities, and all costs directly attributable to the business combination.
Positive balances (goodwill) between the cost of business combinations and the fair value of identifiable
assets, liabilities and contingent liabilities acquired are recognised as goodwill under intangible assets.
Goodwill is not amortised, but tested at least annually for impairment and written down to the recoverable
amount through the income statement if the carrying amount is higher. Negative balances (negative goodwill) are recognised in the income statement at the date of acquisition.
In connection with intra-group business combinations or portfolio transfers, the aggregation method is
used whereby the difference between the purchase consideration and the net assets acquired is recognised directly in equity and comparative figures are restated.
The merger between Codan Forsikring A/S and Trygg-Hansa Försäkrings AB constitutes an intra-group
business combination. The statutory accounts for Codan Forsikring A/S has been prepared using the aggregation method, so that the profit and loss and balance sheet items of the two merged entities have been
added as if the companies had been merged from the beginning of the earliest year presented in the financial statement. The parent company of the merged entities is Codan A/S. No purchase consideration has
been paid in connection with the merger. The company’s activities in Sweden will continue to be carried
out by the Codan Forsikring Swedish branch.
When the initial accounting for a business combination can be determined only provisionally, any adjustments to goodwill and the fair values of assets, liabilities and contingent liabilities are recognised within 12
months of the date of acquisition. Subsequently, goodwill will only be adjusted as a result of changes in estimates of contingent purchase considerations. If, 12 months after the acquisition, it is ascertained that the
fair value of assets or liabilities at the date of acquisition differs from the values initially recognised, the adjustments are recognised in the income statement.
Any additional price paid in connection with the purchase of minority interests is written down directly
against equity.
Intra-group transactions
Business transactions between group companies are conducted on market-based conditions or on a costcovering basis.
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Foreign currency translation
The company's functional currency is DKK in respect of business and investments originating from Denmark. The functional currencies used by the company's branches in Sweden and Norway are the currencies of the respective countries.
On initial recognition, foreign currency transactions are translated into the functional currency using the exchange rate prevailing at the date of transaction. Exchange differences resulting from translation at the exchange rate prevailing at the date of transaction and the exchange rate prevailing at the date of payment
are recognised in the income statement as value adjustments.
Receivables, payables, other monetary items as well as non-monetary items recognised on the basis of the
fair value in foreign currency are translated at the exchange rate prevailing at the balance sheet date. The
difference between the exchange rate prevailing at the balance sheet date and the exchange rate prevailing
at the time when such receivables or payables arose or were recognised in the latest annual report is recognised in the income statement as value adjustments.
Results of foreign branches are translated into the presentation currency (DKK) at the exchange rate prevailing at the date of transaction. An average exchange rate for the period is used as the exchange rate at
the date of transaction to the extent that this does not significantly distort the presentation. The value of
foreign branches is translated at the exchange rates prevailing at the balance sheet date. Currency translation differences are recognised directly in equity as part of the translation reserve. If the foreign entity is
disposed of, any currency translation differences will be recognised in the income statement in connection
with the disposal.
Goodwill and other fair value adjustments of assets and liabilities arising on the acquisition of foreign entities are treated as belonging to the foreign entity and are translated at the exchange rate ruling at the balance sheet date.
Individual areas in the annual report

Insurance contracts

Insurance contracts are defined as contracts under which one party (the insurer) accepts an insurance risk
from another party (the policyholder) by agreeing to compensate the policyholder if a specified uncertain
future event (the insured event) adversely affects the policyholder. Insurance risk is defined as risk, other
than financial risk, transferred from the policyholder to the issuer of an insurance contract.
Insurance liabilities are recognised in the balance sheet from the time when the insurance risk is transferred
to the insurer. The liability or part thereof is removed from the balance sheet when the liability, as specified
in the contract, is met, cancelled or has expired.
The provision for insurance liabilities is recognised so that it, by taking into account what can reasonably be
anticipated, is sufficient to cover all the company's liabilities, but at the same time the level of provision
should not be higher than required.

Reinsurance

Reinsurance contracts are defined as insurance contracts entered into with reinsurers under which the
company is fully or partially compensated for losses on one or more insurance contracts issued by the
company.
Codan Forsikring uses reinsurance as a normal part of its business for the purpose of limiting possible
losses through the spreading of risk. Reinsurance does not change the company's liabilities towards the
policyholders. Conclusion of reinsurance contracts therefore means that the company is exposed to credit
risk as far as receivables from reinsurers are concerned.
Earned premiums, claims incurred and technical provisions are shown on a gross basis in the income
statement and the balance sheet, i.e. gross of reinsurance.
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General insurance contracts

Gross premiums include amounts received by the company during the accounting period or amounts owed
to the company for direct and indirect insurance contracts whose period of insurance commenced prior to
the end of the accounting period.
Gross premiums are recognised less any return of premiums, bonuses and rebates offered to policyholders
irrespective of claims experience, and excluding any charges payable to public authorities collected together with the premiums. In connection with co-insurance, the share of the total premium belonging to the
company is included.
The provision for unearned premiums is calculated as the sum of amounts that the company, according to
its best estimate, is expected to pay in connection with insured events which are expected to take place after the balance sheet date and which are covered by the insurance contracts entered into by the company.
The provision for unearned premiums furthermore includes the direct and indirect costs that the company,
according to its best estimate, is expected to incur after the balance sheet date in connection with the administration of insurance contracts entered into by the company.
However, the provision for unearned premiums constitutes at least the sum of the gross premium share
calculated for each individual insurance contract which corresponds to that part of the period of insurance
falling after the balance sheet date. Codan Forsikring does not discount the provision for unearned premiums as this does not significantly affect the amount of the provision for unearned premiums.
The difference between the provision for unearned premiums, gross, at the beginning and at the end of the
accounting period is recognised as change in the provision for unearned premiums. However, the proportion of the balance attributable to currency translation differences is recognised in the income statement as
value adjustments.
The premium amounts repaid or to be repaid to policyholders are recognised as bonuses and rebates
when the repayment amount is determined on the basis of the claims experience during the financial year
for the individual insurance contract or a portfolio of insurance contracts based on criteria laid down prior to
the beginning of the accounting period or when the insurance contracts are taken out. The provision for
bonuses and rebates includes the expected amounts payable to policyholders based on their claims experience during the accounting period.
Claims paid include amounts paid in respect of insurance claims during the accounting period. The amount
includes internal and external costs for the survey and assessment of claims, costs for the limitation of
claims incurred as well as other direct and indirect costs for the settlement of claims incurred. Claims paid
are recognised after deducting amounts received as a result of the company taking over insured values or
being subrogated to the insured's rights in connection with claims payments.
Run-off gains or losses on previous years' provision for outstanding claims are included in claims incurred.
The provision for outstanding claims is recognised as the sum of the amounts that the company, according
to its best estimate, is expected to pay in connection with insured events that have occurred up to the balance sheet date in addition to the amounts already paid in connection with such events. The provision for
outstanding claims furthermore includes the direct and indirect claims settlement costs that the company,
according to its best estimate, is expected to incur.
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The provision for outstanding claims is calculated as the sum of expected claims payments and costs on
the basis of:
• a case-by-case assessment of reported events comprising all significant events reported;
• an experience-based estimate of events that have been subject to a case-by-case assessment and
where the information available is insufficient;
• an experience-based estimate of reported events that have not been subject to a case-by-case assessment; and
• an experience-based estimate of events that have occurred prior to the balance sheet date, but which
have not yet been reported at the time of preparing the financial statements.
The methods used for the determination of the provision for outstanding claims are classical actuarial
methods. For most of the business, the methods are based on run-off triangles containing paid or reported
claim amounts. When using these methods, a joint provision is made for the last three bullets above (the
methods do not attempt to separate not reported claims from reported claims).
The main assumptions of the methods are that the claims run-off is relatively stable over time. It is, for instance, assumed that a claim occurring in 2014 more or less has the same run-off pattern as a claim that
occurred in 2011. To the extent that specific knowledge is available which makes such assumption
unlikely, the model will be adjusted accordingly. In several segments, reserves relating to claims occurred
in the last few years are affected by assumptions concerning underlying changes in premium level, claim
frequency and claim size. These assumptions are therefore quantified explicitly and are included as part of
the basis for determining the reserve.
For most lines of business, future inflation is handled implicitly in the statistical models. The assumption is
that the future claims inflation is equal to the historical claims inflation. In respect of larger lines of business
with long settlement periods, this assumption is important for the amount of the provision for outstanding
claims. This especially applies to workers' compensation insurance where inflation assumptions are therefore handled explicitly.
Reserves are determined in accordance with an internal reserving process. Data used in the reserving
process are reconciled with the primary systems. By using the models described above, the reserve
amount is subsequently determined. Any application of models to data requires choices and related estimates. These choices and estimates affect the reserve amount. The choices/estimates are therefore reviewed by an internal review process to ensure that the final reserve level is appropriate.
The calculation of the provision for outstanding claims, gross, takes into account income and expenses resulting from the acquisition and realisation of assets and rights that the company, according to its best estimate, expects to be entitled to in connection with claims payments.
All provisions for outstanding claims are measured at present value when discounted. All provisions for
outstanding claims are discounted at a term-dependent discount rate. The Danish Financial Supervisory
Authority calculates the interest rate structure as a weighted combination of swap yields and optionadjusted mortgage yields and publishes it on its website.
The difference between the provision for outstanding claims at the beginning and at the end of the accounting period is recognised as change in the provision for claims. However, the proportion of the balance
attributable to currency translation differences and changes in the discount rates used is recognised in the
income statement as value adjustments. Technical interest includes the proportion of change in the provision for claims attributable to the current revaluation of the present value of the provision until the expected
settlement date (impact of unwinding of discount).
Amounts paid or payable by the company to reinsurers for reinsurance cover during the financial year are
recognised as premiums ceded to reinsurers.
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Reinsurers' share of provision for unearned premiums includes the company's rights under reinsurance
contracts calculated as the net premium less that part of the net premium relating to the time prior to the
balance sheet date. The net premium is the premium paid by the company for reinsurance contracts. The
asset is tested for impairment and written down to any lower recoverable amount.
Change in the provision for unearned premiums, reinsurers' share includes the difference between the
proportion of the provision for unearned premiums attributable to reinsurance cover at the beginning and at
the end of the financial year. However, as is the case with change in the provision for unearned premiums,
gross, the proportion of the balance attributable to currency translation differences is included in the income statement as value adjustments.
Amounts received by the company during the financial year from the company's reinsurers to cover claims
incurred under reinsurance contracts are recognised as claims paid, reinsurers' share.
Reinsurers' share of provision for claims includes the company's rights under reinsurance contracts as regards insured events that have occurred. The rights are determined on the basis of the terms of the reinsurance contracts, using the same estimates and discounting principles that have formed the basis for the
calculation of the provision for outstanding claims, gross. As is the case with reinsurers' share of provision
for unearned premiums, the asset is tested for impairment and written down to any lower recoverable
amount.
Change in the provision for claims, reinsurers' share includes the difference between the proportion of the
provision for outstanding claims attributable to reinsurance cover at the beginning and at the end of the financial year. As is the case with change in the provision for claims, gross, the proportion of the balance attributable to currency translation differences and changes in the discount rate applied is recognised in the
income statement as value adjustments. Furthermore, the proportion of the change attributable to the im
pact of the unwinding of discount of the reinsurers' share of provision for claims during the period is included in the technical interest.
A proportion of the total investment result is transferred to technical interest in the income statement as a
return on the average technical provisions for the year and is designated 'Technical interest'. The impact of
the unwinding of discount is offset against the interest income in connection with discounting. In respect of
provisions discounted at a term-dependent discount rate, the technical interest and discounting are calculated on the basis of the same principles and therefore the two items offset each other. In respect of nondiscounted provisions, primarily the provision for unearned premiums, net of reinsurance, the technical interest on the year's average provisions is calculated on the basis of the yield on bonds with a term to maturity of less than three years.

Operating expenses

Deferred expenses for the acquisition and management of the company's portfolio of insurance contracts
are included in operating expenses. The item includes the corresponding share of staff costs, commissions, marketing expenses, rent, expenses for stationary and office supplies, and depreciation, amortisation and impairment of property and equipment as well as intangible assets.
The proportion of operating expenses attributable to the acquisition and renewal of the portfolio of insurance contracts is included in 'Acquisition costs'. Acquisition costs are recognised at the time of commencement of the insurance contracts.
Commissions received from reinsurers are accrued over the period of cover of the insurance contracts.
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Financial instruments

In connection with the acquisition and disposal of financial instruments under normal market conditions, the
trade date is used as the date of recognition or the date where the asset/liability is no longer recognised in
the balance sheet. When the financial instrument is recognised, an asset/liability equal to the agreed price
is also recognised. On the disposal of a financial instrument, an asset/liability equal to the agreed price is
similarly recognised. The liability or the asset will no longer be recognised in the balance sheet on the settlement date.

Financial derivatives

For financial derivatives, which do not qualify for hedge accounting, changes in fair value are recognised in
the income statement.
The fair value of financial derivatives is determined on the basis of the closing price at the balance sheet
date, or, if such a price is not available, another public price which is deemed to be the closest possible
equivalent.
Currently financial derivatives only comprise foreign exchange contracts.

Leases

Assets held under finance leases are recognised on equal terms with other equipment from the time when
Codan Forsikring is entitled to use the leased asset. On initial recognition, the asset is measured at the
lower of the fair value and the present value of the agreed lease payments. When calculating the present
value, the interest rate implicit in the lease is used as discount rate or an approximate value for this.
Changes in present values during the financial year are recognised as financial expenses.
The capitalised remaining lease commitment is recognised in the balance sheet as a liability, and the interest element of the lease payment is charged to the income statement as incurred.
Assets held under operating leases are not recognised in the balance sheet, and lease payments are recognised in the income statement on a straight-line basis over the period of the lease.
In connection with sale and leaseback transactions (sale of an asset and leaseback of the same asset) resulting in operating leases, the selling price and lease payments will be assessed relative to the fair value. If
the transaction has been agreed at fair value, any profit or loss relative to the carrying amount will be recognised immediately.
If the selling price is below fair value, any profit or loss will also be recognised immediately, unless the loss
is compensated for by future lease payments below market price. In such cases, the loss is deferred and
amortised in proportion to the lease payments over the period for which the asset is expected to be used.
If the selling price is above fair value, the excess over fair value is deferred and amortised over the period
for which the asset is expected to be used.
The company has no sale and leaseback transactions where the leaseback is a finance lease.

Incentive schemes

The RSA Group operates share option schemes satisfied by shares in RSA Insurance Group plc. The fair
value of the employee services received in exchange for the grant of options or shares is recognised as an
expense over the vesting period. The total amount to be expensed over the vesting period is determined
by reference to the fair value of the options or shares granted. The fair value is determined at the grant
date. At each balance sheet date, the company revises the estimates of the number of options expected to
be exercised. Codan Forsikring recognises the impact of the revision of original estimates, if any, in the income statement and a corresponding adjustment to equity over the remaining vesting period.
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Assets held for sale and discontinued operations

Discontinued operations are classified as one entity whose operations and cash flows can clearly be separated from the remaining business – both operationally and financially – and where the operations have either been disposed of or separated for the purpose of sale. Operations/assets are classified as 'Assets
held for sale' or 'Discontinued operations' if their carrying amount will be recovered principally through a
sales transaction within 12 months according to a formal plan rather than through continuing use. Discontinued operations also include businesses acquired for resale, where the sale is likely to be completed
within one year.
Discontinued operations are presented in a separate line in the income statement together with comparative figures and are specified in the notes. Balance sheet items relating to discontinued operations and assets held for sale are recognised as separate items in assets and liabilities, respectively. Comparative figures for assets and liabilities are not restated.
Assets held for sale are measured at the lower of the fair value less costs to sell and the carrying amount.
The assets are not subject to depreciation.
Income statement
As regards the technical account in the income statement, reference is made to the specifications in 'General insurance contracts' and 'Operating expenses'.
Investment return
Interest and interest-related income from bonds, other securities, loans and receivables, including indexation of index-linked bonds and dividends on equity investments, are recognised in interest income and
dividends, etc.
Total value adjustments, including currency translation adjustments as well as net gains and losses from
the sale of assets falling within the group of investments in the balance sheet, are recognised as value adjustments. Change in the provision for outstanding claims, net of reinsurance, resulting from changes in the
discount rates used is also recognised.
Interest on and interest-related expenses in connection with payables and liabilities are recognised as interest expenses. Borrowing costs are charged to the income statement as incurred, as borrowing costs related to qualifying assets are not capitalised (e.g. in connection with the construction of Group-occupied
properties).
Costs attributable to trading in and management of the company's investments are recognised as investment management expenses. The investment return further includes income from Group entities, which
consists of Codan Forsikring's share of Group entities' net profit after tax.
Other income and expenses
Income and expenses which are not attributable to the company's insurance portfolio or investments and
profit from sale of portfolios are included in other income and expenses.
Tax
Codan Forsikring is taxed jointly with Danish subsidiaries and Codan A/S as well as the Danish subsidiaries
of this company. Full allocation is made to all jointly taxed companies. Tax for the year, consisting of current
tax for the year, any change in deferred tax and adjustments relating to previous years, is recognised in the
income statement with the proportion attributable to the profit for the year, and directly in equity with the
proportion attributable to transactions recognised directly in equity.
The company is subject to the Danish tax prepayment scheme. Additions, deductions and allowances relating to tax payments are included in 'Interest income and dividends, etc.' and 'Interest expenses'. Tax
payments are made to Codan A/S, which, according to the rules on joint taxation, acts as administration
company.
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Current tax liabilities and assets are recognised in the balance sheet as tax calculated on the taxable income for the year, adjusted for tax on taxable income for previous years and tax paid on account.
Deferred tax liabilities are measured using the balance sheet liability method on all temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts. However, no provision is
made for deferred tax on temporary differences arising from amortisation of goodwill disallowed for tax
purposes and other items where such differences – except in connection with acquisitions – have arisen at
the date of acquisition without having an impact on the financial results or the taxable income. In those
cases where the tax base can be determined according to alternative taxation rules, deferred tax liabilities
will be measured on the basis of the planned use of the asset and the settlement of the liability.
Deferred tax assets, including the tax base of tax losses that may be carried forward, are recognised in
'Other assets' at the value at which they are expected to be used, either through elimination of tax on future
earnings or by offsetting against deferred tax liabilities within the same legal tax entity and jurisdiction.
Deferred tax is measured according to the tax rules and at the tax rates in the respective countries which,
based on the legislation in force at the balance sheet date, will apply when the deferred tax liability is expected to be settled or when the deferred tax asset is expected to be realised. Change in deferred tax resulting from changes in tax rates is recognised in the income statement with the proportion attributable to
the profit for the year, and directly in equity with the proportion attributable to transactions recognised directly in equity.
Codan Forsikring does not make provisions for deferred tax on contingency funds. According to the Danish
Financial Supervisory Authority's Executive Order on the Presentation of Financial Statements (Regnskabsbekendtgørelsen), a provision for deferred tax on contingency funds should only be made if it is likely
that a situation will arise within the foreseeable future which will result in taxation. In the opinion of the management, taxation will only take place if the insurance portfolio is transferred or if Codan Forsikring ceases
to carry on insurance business.
Intra-group contributions
Intra-group contributions are treated as capital increases in respect of contributions from the parent company or companies affiliated with the company and as dividends in respect of contributions from the company to the parent company or affiliated companies.
Balance sheet
Assets
Intangible assets

Goodwill

Goodwill is initially recognised in the balance sheet at the amount corresponding to the excess of the cost
of acquisition of Codan Forsikring's interest in an acquired entity over Codan Forsikring's interest in the fair
value of the acquired assets and liabilities at the time of acquisition. Goodwill relating to acquisitions prior
to 2004 is recognised at the carrying amount at 1 January 2004. This goodwill has thus been recognised
on the basis of the cost recognised in accordance with the previous accounting policies less amortisation
and impairment losses up to 1 January 2004. Reference is made to the section 'Business combinations'.
The carrying amount of goodwill is allocated to cash-generating units at the date of acquisition. Cashgenerating units are determined in accordance with the business structure, and goodwill is tested for impairment at the end of the financial year. In connection with intra-group business combinations, existing
goodwill is allocated to the new cash-generating unit in which the activities creating the goodwill are included.
The carrying amount of goodwill is tested for impairment together with all other assets in the cashgenerating unit to which goodwill has been allocated and is written down to the recoverable amount
through the income statement if the carrying amount is higher.
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Negative balances (negative goodwill) are recognised in the income statement at the date of acquisition.
Impairment losses on goodwill are not reversed.

Development projects

Development projects that are clearly defined and identifiable, where the technical rate of utilisation, adequate resources and development opportunities in the company can be demonstrated, and where the intention is to produce or use the project outcome, are recognised as intangible assets, provided that the
cost can be determined reliably and that there is sufficient certainty that the asset will generate economic
benefits exceeding costs.
Costs include salaries, materials and services attributable to the company's development activities.
All other costs associated with developing or maintaining computer software are recognised in the income
statement as incurred.
Completed development projects are measured at cost less accumulated amortisation and impairment
losses. Amortisation is charged to the income statement on a straight-line basis over the estimated useful
life of the asset. The amortisation period is usually three years, but can be five to seven years. Development projects in progress are measured at cost less any impairment losses.
The company's development activities include the development of IT programs and platforms as well as
major strategic efforts within insurance systems.

Other intangible assets

Customer lists acquired in connection with business combinations are measured at cost less accumulated
amortisation and impairment losses. The amortisation period for customer lists is five years.
Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring
to use the specific software. Acquired computer software licences are measured at cost less accumulated
amortisation and impairment losses. Amortisation is charged to the income statement on a straight-line basis over the estimated useful life of the asset. The depreciation period is usually three years.

Impairment of development projects and other intangible assets

Impairment losses on development projects and other intangible assets are reversed to the extent that
changes have been made to the assumptions and estimates underlying the impairment. An impairment
loss is reversed only to the extent that the asset's carrying amount does not exceed the carrying amount
that would have been determined, net of amortisation, if no impairment loss had been recognised.
Property and equipment

Equipment

Equipment is measured at cost less accumulated depreciation and impairment losses.
Cost comprises the acquisition cost and costs directly attributable to the acquisition up to the date when
the asset is available for use. Subsequent costs are included in the carrying amount when it is probable that
they will result in future economic benefits and can be measured reliably. Costs of normal repairs and maintenance are charged to the income statement.
The basis of depreciation is the cost less the residual value and any impairment losses, and depreciation is
charged on a straight-line basis over the estimated useful lives of the assets, which are mainly in the range
from three to ten years. The assets' residual values and useful lives are reviewed at each balance sheet
date and adjusted if appropriate.
Gains and losses on assets disposed of or scrapped are determined by comparing proceeds with the carrying amount. Gains and losses are recognised in the income statement.
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Impairment of intangible assets and property and equipment
Goodwill and development projects in progress are tested for impairment in connection with the annual report and during the year if there is any indication of impairment. The carrying amount of other intangible assets and property and equipment is reviewed at least annually to determine whether there is any indication
of impairment. If there are indications of impairment, the carrying amount is written down to the estimated
recoverable amount of the asset if this is lower than the carrying amount. The recoverable amount is the
higher of an asset's fair value less costs to sell and the expected value in use.
Investments in Group entities
Investments in Group entities are measured according to the equity method, which means that the value is
equal to the proportion of equity in the entities which corresponds to the ownership interest and is calculated in accordance with the accounting policies applied by Codan Forsikring.
The profit or loss of Group entities is included in the parent company income statement for the same financial year. The profit or loss of Group entities is transferred to the reserve for net revaluation according to
the equity method under equity. This reserve may not be used for dividend or distribution. The reserve in
the parent company is reduced by dividend payments from Group entities.
Other financial assets
Financial assets are measured at fair value, and value adjustments are included in the income statement.
The fair value of listed securities is determined on the basis of the closing price at the balance sheet date,
or, if such a price is not available, another public price which is deemed to be the closest possible equivalent.
For securities that are not listed on a stock exchange, or for which no market price exists which reflects the
fair value of the asset, the fair value is determined using valuation techniques, the purpose of which is to
determine the transaction price which would result from arm's length transactions between independent
parties at the date of measurement. These techniques include the use of similar recent arm's length transactions between independent parties, reference to other instruments that are substantially the same and a
discounted cash flow analysis. All value adjustments of financial assets are recognised in the income
statement as value adjustments.
Currency translation adjustments are recognised directly in the income statement.
Receivables
Receivables, including deposits with ceding undertakings, are recognised at fair value and subsequently
measured at amortised cost using the effective interest method, which usually corresponds to the nominal
value in respect of short-term non-interest-bearing receivables and floating rate receivables.
An estimated provision for expected losses is recognised in the income statement when there is a clear indication that the asset is impaired. The recognised provision is measured as the difference between the
asset's carrying amount and a possible lower recoverable amount.
Cash and cash equivalents
Cash and cash equivalents includes cash in hand, deposits held at call with banks as well as securities with
a maturity of less than three months at the date of acquisition which are readily convertible into cash and
which are subject to insignificant risks of changes in value.
Prepayments and accrued income
Prepayments and accrued income are measured at cost, equivalent to the measurement made on initial
recognition.
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Liabilities
Equity

Share capital

Shares in Codan Forsikring are recognised at nominal value.

Reserve for net revaluation according to the equity method

The reserve includes net revaluation of investments in Group entities according to the equity method.

Contingency funds

The Danish contingency funds are separate reserves within equity, which, until 1989, were set aside to
strengthen the capital position and which were subject to tax relief. Contingency funds may only be used to
strengthen the technical provisions or otherwise benefit the policyholders.
The Swedish contingency reserve is reported as an untaxed reserve. Changes are recognised through
profit or loss. The basis for calculation is based on a directive from the Swedish Financial Supervisory Authority on a so-called normal plan for calculating the contingency reserve. The directive indicates the
maximum amount that may be allocated to the contingency reserve, based on written premiums and the
provision for claims outstanding in certain lines of insurance. Codan Forsikring Swedish branch continuously calculates the maximum scope for provisions. At year-end the company had not utilised the maximum scope.

Translation reserve

The translation reserve comprises exchange differences arising from the translation of the equity of foreign
branches at the beginning of the year at the exchange rates prevailing at the balance sheet date and from
the translation of income statements from the exchange rate prevailing at the date of transaction into the
exchange rates prevailing at the balance sheet date.
The reserve also comprises foreign currency translation of intangible assets relating to acquisitions.
The translation reserve has been determined in accordance with the guidelines issued by the Danish Financial Supervisory Authority as from 1 January 2004.
Currency translation adjustments are recognised in the income statement if the foreign entity is dissolved
or disposed of.

Equalisation reserve

The equalisation reserve is a separate item under equity calculated in accordance with the provisions of the
Danish Financial Supervisory Authority's Executive Order on Equalisation Reserves within Credit and Suretyship Insurance (Bekendtgørelse om udjævningsreserver inden for kredit- og kautionsforsikring). Any adjustments made to the equalisation reserve are not shown in the income statement.

Proposed dividend

Proposed dividend is shown as a separate item under equity. Dividend distribution is recognised as a liability at the time of approval by the annual general meeting (time of declaration).
Payables and liabilities, general information
Amounts owed to credit institutions are measured at fair value. The fair value of amounts owed to credit institutions usually corresponds to the nominal value. Other financial liabilities are measured at amortised
cost, which usually corresponds to the nominal value in respect of short-term non-interest-bearing receivables.
The capitalised residual lease obligation in respect of finance leases is also recognised as liabilities.
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Pension obligations
The company has entered into pension agreements and similar agreements with the majority of its employees.
Contributions to defined-contribution schemes under which fixed contributions are paid to independent
pension funds on an ongoing basis are recognised in the income statement in the period to which they relate and any contributions payable are recognised in the balance sheet as other payables. When contributions to defined-contribution schemes have been paid, the company has no further obligations to present
or former employees.
For defined-benefit schemes, an annual actuarial calculation (Projected Unit Credit Method) is made of the
present value of future benefits payable under the defined-benefit scheme. The present value is determined on the basis of assumptions about the future development in variables such as salary levels, inflation
and mortality. The present value is determined only for benefits earned by employees from their employment with the company. The actuarial present value less the fair value of any scheme assets is recognised
in the balance sheet under pension obligations.
Current service costs are recognised in the income statement based on actuarial estimates and calculated
financial expense. Any difference between the expected development in pension scheme assets and liabilities and realised amounts determined at year end constitutes actuarial gains or losses and is recognised directly in equity.
If changes in benefits relating to employee services in current and prior years result in changes in the actuarial present value, the changes are recognised as past service costs. Past service costs are recognised
immediately, provided that employees have already earned the changed benefits. Otherwise, the past service costs are recognised in the income statement over the period in which the changed benefits are
earned by the employees.
If a pension scheme constitutes a net asset, the asset is only recognised if it offsets future refunds from the
scheme or will lead to reduced future payments to the scheme.
The company's obligations in respect of defined-benefit schemes constitute obligations towards the surviving relatives of former employees.
Provisions
Provisions for jubilee bonuses and payments on retirement are gradually accumulated over the period of
employment. The liability is calculated by taking into account expected staff reductions based on the company's experience.
Provisions are measured at the management's best estimate of the expenditure required to settle the obligation.
On measurement of provisions, the expenditure required to settle the obligation is discounted if the
amounts fall due more than 12 months after the period in which they are earned. A pre-tax discount rate is
used that reflects the current market interest rate level and the risks specific to the obligation. Changes in
present values during the financial year are recognised as investment return.
Deposits with ceding undertakings
Deposits with ceding undertakings include amounts received from reinsurers which have been deposited
to cover the liabilities of reinsurers towards the company. Deposits with ceding undertakings are measured
at amortised cost, which usually corresponds to the nominal value.
Accruals and deferred income
Accruals and deferred income are measured at cost, equivalent to the measurement made on initial recognition.
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Methods for calculating financial ratios
The financial ratios have been calculated in accordance with the Danish Financial Supervisory Authority's
Executive Order on Financial Reports. The ratios included in the five year summary have been calculated as
follows:
Claims ratio

The relation between claims incurred and earned premiums.
Earned premiums are reduced by bonuses and rebates.

Expense ratio

The relation between operating expenses and earned premiums. Earned
premiums are reduced by bonuses and rebates. Operating expenses are
calculated as the sum of acquisition costs and administrative expenses.

Combined ratio

The sum of the gross claims ratio, the gross expense ratio and the net
reinsurance ratio, which shows profit/loss from reinsurance in proportion
to gross earned premiums less bonuses and rebates.

Operating ratio

Calculated as the combined ratio, but based on the claims ratio, the expense ratio and the net reinsurance ratio where the allocated investment
return has been added to earned premiums in the denominator.

Relative run-off result

The run-off result in relation to the corresponding opening provision.

Return on equity in %

Profit for the year in relation to average equity.

Solvency ratio in %

Capital base less deduction in relation to capital requirement.
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2 Risk information
For Codan Forsikring, as an insurance company and a company accepting risk, it is important that risks are
managed in a controlled manner. This requires structured risk management. Risk management covers all
situations that could affect the future operation and development of the company.
The Board of Directors is responsible for ensuring that the company is financially strong, taking into account the company's funding needs, liquidity, financial position and generally accepted business practice.
The Board of Directors is ultimately responsible for risk management and internal control, including for
setting a framework for risk management and risk control. The company's risk management must
permeate the organisation, and efforts are made to ensure accountability and transparency in terms of clear
ownership of risks and the management of these within the risk appetite framework.
For a number of years, Codan Forsikring has been working with a uniform Nordic process to identify,
assess, manage, monitor and report risks.
Codan Forsikring operates a three lines of defence model. The operative activities make up the first line of
defence. Risk and Compliance units constitute the second line of defence, and Internal Audit makes up the
third line of defence.
Risk and Compliance ensure that relevant risk information is discussed and addressed by Codan
Forsikring's management with a view to analysing the risk exposure. One of the function's main activities is
to build capability as well as challenge and control the risk assessment provided by the first line of defence.
This is carried out in cooperation with the Insurance Risk unit that previously formed part of the
“Underwriting & Insurance Risk”, but where parts of the Insurance Risk capabilities were transferred to Risk
& Compliance at the end of 2014. Risk and Compliance also monitors the risk management system's
maturity in the organisation and suggests developments of the governance in terms of risk, i.e. risk
strategy and appetite to be adopted by the Board of Directors. Furthermore, a Financial Control
Framework is embedded in the business and continuously monitored. The Financial Control Framework
applies to the most critical processes leading to the financial reports and is built to ensure that no material
misstatements are reported In addition, Risk and Compliance serves in a supporting role to ensure that
operations are conducted in accordance with applicable rules, and the function monitors regulatory
compliance. With regard to financial risks, the Risk function within Risk and Compliance presents
independent views to relevant committees, which in turn are challenged and reviewed by the Risk
Management Forum.
Internal Audit performs independent risk management assessments on a regular basis in accordance with
the agreed Internal Audit Year Plan, and verifies that controls are appropriate for their purpose. Internal Audit reports to the Board of Directors on a quarterly basis.
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The Risk & Compliance organisation changed late 2014 and now consists of Risk Assurance Oversight &
Reporting, Enterprise Risk Management, Capital Management and Internal Model Governance as well
Regulatory Risk & Compliance Denmark and Sweden.
The Risk Management Forum ensures that the CEO and the management on a quarterly basis receive adequately prepared and detailed material as a basis for their respective decisions. The Forum serves in an
advisory role and reports to the CEO. The work of the Risk Management Forum forms the basis of risk reporting to the Board of Directors.
As an integral part of the reporting, it is assessed whether the exposure is within the risk appetite
framework as defined by the Board of Directors.
Insurance risks
The Risk Acceptance Guidelines issued by the Board of Directors set out the risks which the company can
accept. These guidelines clearly describe the risk appetite and the acceptance limits that the Board of Directors is prepared to allocate to the various risks which have been evaluated, priced and accepted by the
company's underwriters.
Codan Forsikring places a premium on its underwriting capability as one of the key drivers for delivering
sustainable profitable performance. To support the sound implementation of the Risk Acceptance Guidelines, an underwriting framework outlines the classes and nature of the insurance risks which Codan Forsikring is willing to underwrite, how these are to be priced and the levels of capital that are acceptable to
put at risk.
The focus of the Underwriting function is to ensure that premiums charged are sufficient to cover the cost
of claims and expenses and provide a suitable margin for delivering a sustainable return for shareholders.
Codan Forsikring places major focus on risk selection and risk quality and takes a disciplined approach to
pricing in order to meet these objectives. A majority of the customers are offered a premium which is set
according to tariffs and risk factors calculated by price actuaries. For major commercial customers, premiums are based on the respective companies' operations and performance history. The authority exercised
by the respective underwriters is controlled by a personal underwriting licence.
Codan Forsikring places great emphasis on portfolio management to provide overview to its front-line underwriting activities and ensure that a clear strategy is defined for each class of business and at an aggregate level across the portfolio. Each portfolio manager/product director reviews and communicates an annual Portfolio Strategy Statement for approval by the Board of Directors. It outlines the direction of the
portfolio, establishes a clear underwriting risk appetite and sets clear financial targets for the coming year.
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As part of Codan Forsikring's Risk Management Framework, the portfolio manager/product director
makes assessments against a standard set of KPIs on a quarterly basis. These are reported by the Insurance Risk function to the Board of Directors in an effort to monitor portfolio performance, identify areas of
interest and plan risk mitigation actions.
Codan Forsikring's ability to underwrite a diversified portfolio of business is another key control in relation
to insurance risk. An annual operational business plan is adopted by the Board of Directors. This plan lays
out the operating targets for each line of business, insurance classes within which insurance may be underwritten and in which geographical areas and sectors Codan Forsikring is willing to underwrite contracts.
The plan also stipulates quantitative maximum limits of exposure in various risk areas. The business plan is
implemented in the organisation via Portfolio Strategy Statements and underwriting guidelines issued to
the company's underwriters.
In order to ensure that tariffs remain updated and are positioned to deliver the results set out in Codan Forsikring's business plan, dedicated personal and commercial pricing teams follow a structured pricing process. The pricing and portfolio management teams interact and challenge each other to ensure a clear link
between portfolio strategy and pricing actions. All insurance contracts have terms with limits specified in
the authority delegated by the Board of Directors. All insurance contracts are written for specified terms.
The ability to alter the terms of a contract is controlled via the Delegated Authority Framework. All policies
have a built-in right for the company to decline a renewal or to amend the terms and conditions in connection with renewal. Exceptions are handled through Executive Licence Extensions or Special High Risk Licences.
Codan Forsikring reviews its accepted insurance risk on a regular basis and assesses these in relation to
the company’s underwriting, reinsurance and capital policies.
Insurance risk concentration
The Risk Appetite Statement determines how reinsurance protection is to be structured to protect Codan
Forsikring's equity.
Insurance risk is concentrated in Denmark, Sweden and Norway, from where most of Codan Forsikring's
premium income derives.
To ensure that Codan Forsikring's exposure to underwriting risk and its capital base remain appropriate, a
structured reinsurance programme is in place to protect the company against large losses on individual
risks as well as catastrophe events such as weather-related events. Codan Forsikring is included in the
Codan Group's overall reinsurance programme.
Non-catastrophe risks
Codan Forsikring's reinsurance program for 2014 was an excess of loss programme with a maximum retention of DKK 100 million for any one risk (SEK 125 million for the Swedish branch), any one event in respect of buildings and contents insurance. The retention for accident claims was DKK 100 million, DKK 25
million (SEK 30 million for the Swedish branch) for liability and DKK 30 million (SEK 40 million for the
Swedish branch) for motor third party liability claims. In respect to the Marine Hull and Renewable offshore Energy sector the retention was USD 15 million. All reinsurance contracts are purchased on a Nordic
or global basis, thereby reducing costs.
Codan Forsikring offers its customers insurance cover for terrorist attacks, and the risk is reinsured both on
a per risk and a per event basis and always within the company's reinsurance limit. If additional cover is
needed, Codan Forsikring will purchase additional cover in the reinsurance market. In Denmark, a Nuclear,
Biological, Chemical and Radioactive (NBCR) Pool is in place.
Storm and catastrophe risk
Codan Forsikring has taken out reinsurance cover for catastrophe events together with other companies in
the RSA Group. In respect of natural disaster claims, reinsurance cover for a once-in-200-years event has
been purchased, with the exception of a total RSA Group retention of GBP 25 million.
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For personal accident and life catastrophe events of a sudden nature, like a ferry accident or a tsunami,
Codan Forsikring has a shared reinsurance contract with the rest of the Codan Group companies. In 2014,
the maximum net retention for Codan Forsikring was DKK 100 million per event.
Reinsurance contracts are associated with a certain level of credit risk. This is described in more detail under the section on financial risks below. Reinsurers' creditworthiness is monitored on a regular basis to ensure that the contracted reinsurance cover is maintained.
Reserving risk
Reserving risk, i.e. the risk that technical provisions will not be sufficient to settle incurred claims, is managed primarily through actuarial methods and through careful, continuous monitoring of reported claims.
The documentation for determining the level of provisions to cover future risks is based on Codan Forsikring's experiences and generally accepted actuarial techniques for estimating provisions. Codan Forsikring
uses numerous statistical methods and analyses to determine the likely outcome of future claims payments. These methods and analyses are affected by the uncertainty that exists in estimating future payments while taking into account the amount and date of payment.
Claims trends and reserve levels are reviewed quarterly and form the documentation for reserve reporting.
The Reserve Committee reviews the reserve methodology and monitors the development of reserves. The
Reserve Committee, which is chaired by the CFO, serves in an advisory role, reports to the CEO and meets
at least once every quarter.
Risk limitation is also conducted through reinsurance. Insurance business is by nature exposed to major
fluctuations. By ceding business to reinsurers, the consequences of very large claims can be limited, and
the size of exposures can thus be managed and the company's equity protected. Reinsurance is purchased
partly in proportion to the total risk that the company is exposed to in various areas and partly as an upper
limit to how large the risk may be in a given area. Reinsurance can also be purchased on a facultative basis
for large, individual contracts. Codan Forsikring's own costs per claim event, its net retention and the upper
limit to which the reinsurance protection covers costs per claim event vary from product to product. The
amount of net retention is decided by the Board of Directors for the various types of insurance risks. The
level is reviewed annually by the Board of Directors to ensure that it is acceptable.
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Financial risk
Market risks and investment strategy
The company's investment strategy is balanced to achieve a number of goals and to ensure compliance
with laws and regulations.
Through close internal and external portfolio management and control, the aim is to maximise the return
while at the same time ensuring:
•

Legislative and risk compliance
o Ensuring that investments are in compliance with the investment rules set out in legislation
o Ensuring full compliance with the Investment Guidelines laid down by the Board of Directors
o Ensuring that the exposure of the investment portfolio is within the limits set

•

Operational efficiency
o Ensuring that liability cash flows are reflected in the structure of the investment portfolio
o Ensuring that an investment management policy has been adopted
o Ensuring cost control

Investment management
Codan Forsikring has chosen an outsourcing strategy for managing its investments. External portfolio
managers have been approved by the Board of Directors, and their investment authority is subject to Codan Forsikring's Investment Guidelines laid down by the Board of Directors. In 2014, the primary part of the
portfolio was managed by external portfolio managers.
Codan Forsikring's Investment Guidelines lay down criteria for limiting and managing risks relating to
individual investments and for concentration of risks. The Investment Committee monitors compliance with
the investment strategy. The Committee serves in an advisory role, reports to the CEO, and meets at least
once every quarter and when required by circumstances.
Liquidity and interest rate risk
The majority of Codan Forsikring's investments are in liquid listed bonds. Codan Forsikring maintains
conservative investment guidelines with a large share of the portfolios consisting of government bonds and
highly rated securities.
Codan Forsikring's short-term liquidity is monitored through ongoing cash management supported by
monthly liquidity reports providing an overview of the risk exposure relative to market and credit risks.
Long-term cash management is handled through ALM (Asset Liability Management).
Changes in interest rates are among the risk factors which affect Codan Forsikring's financial risks. A significant aspect of Codan Forsikring's risk management is to have a portfolio of fixed-income securities that
acceptably balances the opposing profit and loss effects of interest rate movements on assets and liabilities.
The company's exposure with respect to fixed income assets and various liabilities is shown in the table
below.
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Contractual repricing or maturity dates

DKK million

2014

< 1 year 1-2 years 2-3 years 3-4 years 4-5 years > 5 years

Total

Danish government bonds
Danish fixed rate mortgage bonds
Danish floating rate mortgage bonds
Other Danish bonds
Swedish government bonds
Swedish fixed rate mortgage bonds
Other Swedish bonds
Other European bonds
Norwegian floating rate mortgage
bonds
US bonds
Other loans, deposits with credit
institutions, call deposits, etc.
Other
Receivables from Group
entities

597.2
560.7
331.4
1,225.6
776.7

679.9
399.4
312.6
646.2
557.0
41.6
260.4

839.4
566.2
463.0
951.9
444.3
101.5
686.3

738.3
2,617.5
336.0

912.0
407.6
297.8
1,585.6
236.9
504.6

354.3
2,687.9
8.4
161.4
3,181.2
4,530.0
239.0
4,897.5

2,702.9
5,640.6
705.6
937.0
6,696.3
9,611.3
382.1
7,461.5

-

173.7
14.6

124.4
-

-

75.3
-

-

373.4
14.6

1,207.4
14.7

-

-

-

-

-

1,207.4
14.7

2,100.7

-

-

-

-

-

2,100.7

Financial assets

6,814.4

3,085.4

4,177.0

3,691.8

4,019.8

16,059.7

37,848.1

Amounts owed to Group entities
Lease payables

104.0
13.5

11.2

5.4

-

-

-

104.0
30.1

Financial liabilities

117.5

11.2

5.4

-

-

-

134.1
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Contractual repricing or maturity dates
2013

DKK million

< 1 year 1-2 years 2-3 years 3-4 years 4-5 years > 5 years

Total

312.1
538.8
260.5
991.3
137.7

565.3
1,247.6
38.2
431.4
1,735.6
838.7
-

506.9
163.2
323.3
688.6
384.7
44.5
186.5
-

851.0
498.5
468.1
997.9
492.3
105.8
344.0
-

736.5
1,390.7
83.1
-

992.8
2,212.0
11.0
140.6
3,376.9
3,536.0
4,009.2
-

2,409.1
5,513.6
212.4
932.0
6,033.6
7,799.8
150.3
6,452.8
137.7

77.9

133.4
2.3

186.4
-

133.9
-

-

-

453.7
80.2

1,648.4
13.0

409.6
-

-

-

-

-

2,058.0
13.0

3,050.0

-

-

-

-

-

3,050.0

7,029.7

5,402.1

2,484.1

3,891.5

2,210.3

14,278.5

35,296.2

Amounts owed to Group entities
Lease payables

151.0
6.0

3.0

1.0

-

-

-

151.0
10.0

Financial liabilities

157.0

3.0

1.0

-

-

-

161.0

Danish government bonds
Danish fixed rate mortgage bonds
Danish floating rate mortgage bonds
Other Danish bonds
Swedish government bonds
Swedish fixed rate mortgage bonds
Other Swedish bonds
Other European bonds
Norwegian fixed rate mortgage
Norwegian floating rate mortgage
bonds
US bonds
Other loans, deposits with credit
institutions, call deposits, etc.
Other
Receivables from Group
entities
Financial assets

The table below shows the effective interest rate and duration of financial assets and liabilities at 31 December.
Effective interest
rates
2014
2013
Financial assets
Danish government bonds
Danish mortgage bonds
Other Danish bonds
Swedish government bonds
Swedish mortgage bonds
Swedish corporate bonds
Norwegian mortgage bonds
Other European bonds
US bonds
Deposits with credit institutions, call deposits, etc.
Receivables from Group entities

0.1
1.5
0.6
0.8
1.3
1.8
0.9
0.9
0.1
0.2

0.8
1.7
0.7
1.9
2.3
1.9
1.2
1.9
0.1
0.1
0.3

Financial liabilities
Amounts owed to Group entities

0.2

0.3

Duration
2014
2013
3.6
1.1
3.8
4.6
5.8
2.2
6.3
1.9

4.0
3.3
3.6
5.8
4.9
3.5
1.9
4.7
0.9
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Currency risk
Currency risk may arise as a result of mismatch in the value of assets and liabilities in the same foreign
currency. If currency exposure is outside certain defined limits, it is minimised through currency derivatives.
Apart from the investments in subsidiaries, Codan Forsikring's net exposure to currency risk is limited, as
the company's strategy for managing currency risk is to ensure that the assets match the currency of the
corresponding liabilities.
The company's most significant currency exposures are detailed in the table below (stated in DKK).

The Company’s most significant currency exposures are detailed in the table below stated in DKK million.
Currency risk

Financial assets
Equity investments
Units in open-ended funds
Bonds
Other loans, deposits with credit
institutions, call deposits, etc.
Other
Intangible assets
Property and equipment
Receivables from policyholders,
brokers and insurance companies
Receivables from Group entities
Other receivables
Assets held for sale
Deferred tax assets
Prepayments and accrued income
Reinsurers' share of insurance contract
provisions
Financial liabilities
Payables arising from direct insurance and
reinsurance
Amounts owed to Group entities
Provisions
Other payables
Current tax liabilities
Deferred tax liabilities
Insurance liabilities
Currency risk

2014

DKK million
USD

SEK

GBP

EUR

NOK

Other
currency

45.4
581.6

21.1
21,126.5

-

821.5
317.7
1,430.6

1,296.3

214.4
-

9.3
-

750.6
2.8
507.1
15.3

22.3
-

58.3
-442.7
66.4
1.4

264.8
41.5
1.2

2.7
-

151.1
-32.5
1.2

1,956.6
1,437.2
6.7
2.0
331.9

68.9
-18.6
-

277.4
107.4
11.3

335.5
2,148.3
7.7
125.2
27.0

2.5
-1.2
-

551.9

530.1

236.1

1.1

34.5

9.3

-15.7
-27.1
13.7
-410.7
-148.4
-922.2
-120.2
-76.7
-900.4 -19,361.6

-114.3
0.9
-0.1
-323.0

-1.1
-3.7
-6.8
-675.3

-17.7
-2,147.9
-177.7
-1,632.2

-0.4
-0.2
-22.1

-127.8

1,963.5

306.5

205.0

405.6

5,635.3
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Currency risk

Financial assets
Equity investments
Units in open-ended funds
Bonds
Other loans, deposits with credit
institutions, call deposits, etc.
Other
Intangible assets
Property and equipment
Receivables from policyholders,
brokers and insurance companies
Receivables from Group entities
Other receivables
Assets held for sale
Deferred tax assets
Prepayments and accrued income
Reinsurers' share of insurance contract
provisions
Financial liabilities
Payables arising from direct insurance and
reinsurance
Amounts owed to Group entities
Provisions
Other payables
Current tax liabilities
Deferred tax liabilities
Insurance liabilities
Currency risk

2013

DKK million
USD

SEK

GBP

EUR

NOK

Other
currency

11.6
287.8

407.5
17,722.3

-

612.2
93.4
1,475.0

94.6
1,528.8

124.9
-

9.7
-

1,233.8
72.0
679.3
342.1

4.7
-

48.4
-462.5
82.6
2.1

187.2
71.2
2.1

1.8
-

248.6
-110.1
0.6

1,816.6
2,778.1
162.5
1.9
346.1

114.4
-22.3
-

195.8
-48.8
0.8
16.8

410.3
15.9
11.2
166.2
31.2

5.0
-3.9
-

622.7

717.3

194.3

10.0

31.7

9.6

-42.3
-36.2
0.0
-714.7
-126.4
-16.0
-658.4
-66.2
-293.1
-1,023.1 -19,189.7

-18.5
-4.0
0.3
-331.7

-18.7
-1.7
-11.3
-780.9

-10.0
-20.0
-170.2
-1,590.7

-0.4
-0.0
-21.5

-62.8

1,213.2

759.5

115.5

-10.5

5,194.8

Equity risk
Codan Forsikring has chosen to place a small share of its investments in equity investments, thereby
limiting the company's equity risk. On 31 December 2014, Codan Forsikring had a total amount of
DKK 1,443 million or 3.6% of its other financial assets invested in equities.
Credit risk
Codan Forsikring has a policy for receivables from policyholders and reinsurers. In accordance with this
policy, reinsurance contracts are only concluded with selected sound reinsurers in order to reduce the
credit risk. The credit risk relating to reinsurers is monitored continuously. For a reinsurer to be considered,
a rating of at least A (Standard & Poor's) or the equivalent is normally required. This minimum standard is
set out in the Board of Directors' guidelines, and quarterly reports are submitted to the Board of Directors
for the purpose of monitoring and evaluating the exposure.
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Credit risk relating to investments
Codan Forsikring's investment portfolio primarily consists of AAA-rated government and mortgage bonds.
European corporate bonds with a lower rating are also included in the investment portfolio. Furthermore,
Codan Forsikring has a minor exposure to unrated loans via funds. These investments are made to achieve
a higher return and build a more diversified investment portfolio.
The credit quality of Codan Forsikring's bond portfolio based on S&P ratings is shown in the following table:

Rating
AAA
AA
A
BBB
Non-rated

DKK million

Bonds

2014
30,963
832
1,981
387
362

2013
27,865
556
1,411
304
40

34,525

30,176

The maximum exposure to credit risk is shown in the table below.
Credit risk is defined as the risk of failure to meet contractual payment obligations and negative developments in
credit rating.
Maximum credit risk
Danish government bonds
Danish fixed rate mortgage bonds
Danish floating rate mortgage bonds
Other Danish bonds
Swedish government bonds
Swedish fixed rate mortgage bonds
Other Swedish bonds
Other European bonds
Norwegian fixed rate mortgage bonds
Norwegian floating rate mortgage bonds
US bonds
Other loans, deposits with credit institutions and call deposits, etc.
Other
Deposits with ceding undertakings
Reinsurers' share of provision for unearned premiums
Reinsurers' share of provision for claims
Receivables from policyholders
Receivables from brokers
Receivables from insurance companies
Receivables from Group entities
Other receivables
Current tax assets
Accrued interest and rent
Maximum credit risk

DKK million

2014
2,702.9
5,640.6
705.6
937.0
6,696.3
9,611.3
382.1
7,461.5
373.4
14.6
1,207.4
14.7
6.7
133.5
2,206.6
3,276.9
73.9
185.8
2,100.7
344.5
30.9
447.2

2013
2,409.1
5,513.6
212.4
932.0
6,033.6
7,799.8
150.3
6,452.8
137.7
453.7
80.2
2,058.0
13.0
6.5
91.3
3,325.1
3,347.5
206.0
188.2
3,050.0
489.0
57.7
500.8

44,554.1

43,508.3
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Operational risks
Operational risk is the risk of loss (economic or reputational) resulting from inadequate or failed internal
processes, people and systems, or from external events.
Codan Forsikring focuses on maintaining good internal control, among other things through suitable
routines and instructions, clearly defined responsibilities and division of duties between employees, IT
support with automated reconciliation, controls and authorisation systems, and internal information and
reporting processes to meet the management's requirements for information on the company's risk
exposure.
Responsibility for management of risks rests with the risk owner in the relevant business function. It is the
risk owners’ responsibility to assess and report to the Enterprise Risk Management function on the size
and nature of the risks and related controls, with the supporting rationale of the assessments including
gauging against prevailing risk appetite. This information is reported periodically to the Risk Management
Forum and subsequently provided to the Board of Directors with risk reporting.
Compliance risk
Compliance risk is the risk of non-compliance of laws, regulations and internal rules as well as good
practice or generally accepted good business standard regarding the regulated activities. Deficient
compliance may lead to increased operational risks, risk of legal sanctions, supervisory sanctions, financial
loss or loss of reputation.
Codan focuses on maintaining good internal control by appropriate routines and instructions and clearly
defined roles and responsibilities for the employees. To follow up that the business remains compliant, a
compliance function, Regulatory Risk & Compliance, has been established as part of Risk & Compliance.
The responsibility to manage compliance risk lies with the risk owners in the respective businesses. It is the
responsibility of the risk owner to evaluate and manage the risk, with support from Regulatory Risk &
Compliance. Regulatory Risk & Compliance deliver quarterly reports on compliance risks to the Board of
Directors, the CEO and Risk Management Forum.
Emerging risk
Emerging risks are identified in the discussions with each business function with input from industry
surveys and reports, and reported to the Board of Directors and Risk Management Forum on a quarterly
basis.
Sensitivity analysis
Codan Forsikring uses a number of sensitivity or stress test-based risk management tools to understand
the impact on the company's results and financial position in both normal and stressed market conditions.
The table below shows the impact of various factors on the company's earnings, and consequently also its
equity.

Sensitivity analysis:
Impact on equity
Occurrence:
0.7-1.0 percentage point increase in interest rates
0.7-1.0 percentage point decrease in interest rates
12.0 per cent fall in share prices
8.0 per cent fall in property prices

DKK million

2014

2013

-181.2
121.6
-173.1
-1.0

13.6
-122.6
-175.6
-27.8

Page 54/81

Codan Forsikring A/S – Annual Report 2014

Notes to the financial statements
Note

Capital and solvency
Codan Forsikring calculates and follows up on both external and internal capital requirements. External
capital requirements include accounting equity, capital base and solvency requirements as set out in the
Danish Financial Supervisory Authority's rules. The solvency capital requirement is calculated using an internal model. The external capital requirements are stress tested using, for example, the traffic light scenarios of the Danish Financial Supervisory Authority. The internal capital requirements include economic
capital, which is calculated by using internal models based on the internal rules of the RSA Group. A capital
measure is also calculated in accordance with the rules of the credit rating companies to ensure the desired
rating can be met as a group.
The capital available is calculated as the difference between the allowed assets and liabilities. Allowed assets and liabilities are determined by the applicable rules for each evaluation basis. The capital base, calculated in accordance with the Danish Financial Supervisory Authority's rules, is set out in Note 19. Economic
capital assessment is forward-looking and takes into account future cash flows. As a result, the assets and
liabilities of the balance sheet are not necessarily directly linked to this assessment. Calculation of the rating capital has lower priority, as the Codan Group to a great extent, depends on the rating obtained by the
RSA Group.
The Board of Directors has established two different warning levels for the size of the capital. If the red or
amber levels are reached, the Board of Directors must be notified immediately. The red level aims to give
the management sufficient time to act before the capital strength level required for a general insurance
company according to the Danish Financial Supervisory Authority is reached. The amber level is intended
to alert the management and allow for various contingency plans to be enacted ensuring that the red level
is not reached. The level for the yellow alert is based on an overall risk assessment.
The Board of Directors has laid down directions for registration of assets needed to cover the technical
provisions and specified a preferred excess cover. In addition, a required excess cover based on the risk of
the current technical provisions is calculated monthly.
Codan Forsikring has implemented a process for the continuous monitoring of the above-mentioned capital measurement and has set up an advisory Capital Management Committee. A Capital Scorecard is used
as a tool in this process. All capital requirements are currently met for all capital categories. The coming
Solvency II rules will result in new requirements. Codan Forsikring is preparing for the upcoming Solvency
II rules and is following the development closely.
Dividend potential
When the distribution of profits is determined, the above-mentioned risks and capital position form part of
the assessment as to whether dividends can be distributed in accordance with the Danish Financial Business Act. When determining the dividend potential, the contingent liabilities are also included in the assessment.

Page 55/81

Codan Forsikring A/S – Annual Report 2014

Notes to the financial statements
Note

DKK million

3 Key figures and financial ratios
Five year summary
Gross earned premiums
Gross claims incurred
Total operating expenses
Profit/loss from reinsurance
Balance on the technical account
Investment return after technical interest
Profit for the year
Run-off gain/loss, net of reinsurance
Total technical provisions
Total insurance assets
Total equity
Total assets

Financial ratios
Gross claims ratio
Gross expense ratio
Combined ratio
Operating ratio
Relative run-off result
Return on equity in %
Solvency ratio in %

2014

2013**

2012**

2011* **

2010* **

16.315,5
-11.708,7
-3.307,9
-310,1
947,6
1.330,8
2.100,7
103,6
31.561,9
2.340,1
12.687,9
48.261,3

16.795,0
-11.224,1
-3.269,5
-318,2
1.928,3
-92,3
1.468,4
1.347,8
32.160,4
3.416,4
13.485,2
49.571,2

16.533,8
-12.003,9
-3.063,0
-323,4
802,1
1.519,5
1.956,7
131,6
34.421,3
3.837,3
12.545,4
51.314,3

15.422,1
-11.699,5
-2.703,6
253,4
1.038,2
1.889,9
2.190,0
491,0
32.614,2
3.386,4
12.519,1
50.357,2

15.082,0
-10.144,3
-2.500,6
-218,5
1.947,2
1.072,7
2.380,7
1.315,5
31.997,8
2.592,3
12.157,2
49.486,5

72,1
20,4
94,3
94,2
0,5
15,8
318

67,1
19,5
88,6
88,5
5,6
11,3
320

73,1
18,6
93,7
95,0
0,5
15,6
378

76,2
17,6
92,1
93,2
2,1
17,7
312

67,7
16,7
85,8
86,9
5,5
20,0
272

* Key figures and financial ratios have been restated to reflect the merger with Trekroner Forsikring A/S.
** Key figures and financial ratios have been restated to reflect the merger with Trygg-Hansa Försäkrings AB.
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DKK million

2014

2013

16,369.6
-54.1

16,681.9
113.1

Gross earned premiums

16,315.5

16,795.0

Gross earned premiums from direct insurance by geographical location
of the risk:
Denmark
Other EU countries
EEA countries
Other countries
Direct insurance

4,913.5
9,388.0
1,844.8
8.9
16,155.2

5,060.3
9,775.2
1,789.4
13.5
16,638.4

160.3
160.3

156.6
156.6

16,315.5

16,795.0

198.4
198.4

90.7
90.7

-170.2

-66.9

28.2

23.8

207.1
-103.5

1,318.1
29.7

103.6

1,347.8

4 Gross earned premiums
Gross premiums written
Change in the provision for unearned premiums, gross

Gross earned premiums from indirect insurance:
General insurance
Indirect insurance
Gross earned premiums

5 Technical interest
Yield calculated on technical provisions
Technical interest transferred to general insurance
Increase in technical provisions
attributable to discounting
Technical interest

6 Claims incurred, net of reinsurance
Claims incurred include the following run-off results:
Run-off gain, gross
Run-off gain, ceded business
Run-off gain, net of reinsurance

The run-off gain in 2013 on prior years stems mainly from the following lines of business Workers Compensation, Personal Accident and Private Motor. Personal Accident showed run-off gains for most prior
accident years during 2013, and the actuarial reserving models has subsequently been adjusted to reflect
the improved performance of the personal accident portfolio. The run-off gain in 2014 is primarily attributable to Workers Compensation.
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DKK million

7 Net operating expenses
Staff costs:
Wages and salaries
Defined contribution schemes
Other social security costs
Payroll tax
Share-based payment costs
Employment agency costs
Other staff costs
Commissions, underwriters and brokers
Commissions, other insurance companies
Depreciation
Rent
Other acquisition costs and administrative expenses
Reimbursements from Group entities
Reinsurance commissions and profit participation
Net operating expenses
Total payroll costs, including commissions to tied agents, in respect of
direct insurance

2014

2013

-1,954.4
-311.7
-285.6
-124.2
-12.2
-51.2
-93.6
-2,832.9
-579.1
-14.6
-423.5
-128.9
416.7
254.4
14.4
-3,293.5

-2,074.2
-340.8
-296.9
-41.0
-12.6
-25.9
-104.0
-2,895.4
-497.1
-18.0
-463.0
-98.2
478.8
223.4
680.9
-2,588.6

-2,046

-2,148

Converted into full-time employees, the average number of persons employed during the financial year
was 3604. persons (3736. persons in 2013).

Fees to the company's auditor:
KPMG prior year
KPMG current year
Remuneration, statutory audit

-0.5
-5.7
-6.2

-0.1
-5.0
-5.1

KPMG current year
Remuneration, other assurance engagements

-0.4
-0.4

-0.2
-0.2

-

-0.2
-0.2
-0.4

KPMG prior year
KPMG current year
Remuneration, other services

-0.3
-0.3

-0.1
-0.3
-0.4

Remuneration of the company's auditor

-6.9

-6.1

KPMG prior year
KPMG current year
Remuneration, tax advisory services

In addition to the above remuneration, costs have been paid in respect of the company's
Internal Audit Department.
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DKK million

2014

2013

7 Net operating expenses (continued)
Earned remuneration to current and former members of the Board of Directors and Board of
Management of Codan Forsikring:
Remuneration of the Board of Directors (fixed remuneration)
Member of the Board of Directors:
Lars Nørby Johansen
Anthony Latham
Jørgen Koch
Jørgen Lykke
Marianne Phillip
Christian Sletten
Remuneration to the Board of Directors

-0.4
-0.4
-0.2
-0.2
-0.3
-0.2
-1.6

-0.4
-0.3
-0.2
-0.2
-0.3
-0.2
-1.6

Remuneration of the Board of Management:
Wages and salaries (fixed remuneration)
Bonuses (variable remuneration)
Pension benefits (fixed remuneration)
Share-based payments (variable remuneration)
Remuneration of the Board of Management

-3.5
-0.6
-0.6
-0.5
-5.2

-3.1
-0.7
-0.5
-1.0
-5.3

CEO Patrick Bergander
Former CEO Vibeke Krag
Remuneration to the Board of Management
Number of employees in the Board of Management at 31 December

-0.5
-4.7
-5.2
1

-5.3
-5.3
1

The company provides car, telephone and health insurance available to the CEO. The taxable income
hereof is included in the numbers above.
Employees with material influence on the company's risk profile:
Wages and salaries (fixed remuneration)
Bonuses (variable remuneration)
Pension benefits (fixed remuneration)
Share-based payments (variable remuneration)
Remuneration of employees with material influence on the company's
risk profile
Numbers of employees with material influence on the Company's risk
profile

-64.6
-13.4
-11.5
-9.3

-58.1
-14.3
-9.3
-13.7

-98.8

-95.3

72

71

Remuneration to the Board of Management, Board of Directors and employees with influence on the
Company's risk profile are allocated between Codan A/S and Codan A/S's subsidiaries. The specification
above contains the total remuneration.
Bonuses are linked to the bonus earned in 2013 but paid in 2014.
The Board of Management participates in a number of incentive schemes. For further evaluation, see
The Board of Directors do not participate in incentive schemes as a result of their board duties at Codan
Forsikring.
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7 Net operating expenses (continued)
With the merger of Trygg-Hansa Försäkrings AB into Codan Forsikring A/S material risk takers for the
new entity is showed. Trygg-Hansa Försäkrings AB will as a consequence of the merger be under the
supervision of the Danish FSA. As the merger is completed after the end of the financial year 2014
material risk takers for Trygg-Hansa Försäkrings AB are those designated under, at the time, the
applicable rules from the Swedish FSA.
As a consequence of the merger an additional 20 (2013: 31) material risk takers are included in the
reporting constituting a total remuneration increase of DKK 20.5 million (2013: DKK 27.6 million).
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2014

8 Balance on the technical account, general insurance
Personal
Balance on the technical account for
Accident
general insurance in 2014 by line of
business:
Gross premiums written
2,856.4
Gross earned premiums
2,807.7
Gross claims incurred
-1,525.7
Bonuses and rebates
Operating expenses, gross
-443.2
Profit/loss from reinsurance
-37.3
Technical interest
10.8
Balance on the technical account
812.3

DKK million
Motor
Third Party
Liability

Health
Workers'
Insurance Compensation
581.3
558.2
-446.1
-185.4
0.6
0.5
-72.2

543.1
530.3
-215.2
-112.8
-54.5
0.4
148.2

1,642.9
1,697.3
-1,437.1
0.8
-314.6
-58.6
6.7
-105.5

114,221
13.4
6.5%

32,226
13.8
28.8%

6,596
32.6
27.4%

74,203
19.4
6.1%

Motor, Accidental Damage,
Fire and Theft
Gross premiums written
3,431.2
Gross earned premiums
3,355.9
Gross claims incurred
-2,338.6
Bonuses and rebates
-20.4
Operating expenses, gross
-699.8
Profit/loss from reinsurance
-20.3
Technical interest
2.6
Balance on the technical account
279.4

Marine,
Aviation and
Cargo
566.7
631.6
-444.0
-0.1
-144.5
-40.4
0.4
3.0

Fire and
Contents
(Personal)
2,628.6
2,586.6
-2,070.5
-30.2
-489.0
-44.6
2.5
-45.2

Fire and
Contents
(Commercial)
3,154.7
3,193.1
-2,204.9
-4.5
-700.3
-253.8
3.3
32.9

6,229
71.3
18.1%

185,392
11.2
18.8%

28,463
77.5
10.4%

Other
insurance
206.9
201.4
-161.9
-59.1
-74.3
-93.9

Total
general
insurance
16,369.6
16,315.5
-11,708.7
-69.4
-3,307.9
-310.1
28.2
947.6

Number of claims paid
Average claims paid in DKK
Claims frequency

Number of claims paid
Average claims paid in DKK
Claims frequency

Gross premiums written
Gross earned premiums
Gross claims incurred
Bonuses and rebates
Operating expenses, gross
Profit/loss from reinsurance
Technical interest
Balance on the technical account

267,499
8.7
20.0%

Liability
561.7
568.2
-689.8
-0.4
-141.6
272.8
0.9
10.1

Tourist
Assistance
196.1
185.2
-174.9
-14.6
-17.6
0.3
0.1
-21.5

Number of claims paid
9,650
13,255 *
Average claims paid in DKK
71.5
13.2
Claims frequency
6.6%
98.8%
Gross earned premiums from non-proportional indirect general insurance amount to DKK 0.
*) Tourist assistance include collective insurance contract.

737,811
15.9
12.5%
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2013

DKK million

8 Balance on the technical account, general insurance (continued)
Personal
Health
Workers'
Balance on the technical account for
Accident
Insurance Compensation
general insurance in 2013 by line of
business:
Gross premiums written
2,890.5
529.7
482.5
Gross earned premiums
2,836.5
538.3
473.9
Gross claims incurred
-1,309.2
-417.3
-258.4
Bonuses and rebates
2.4
Operating expenses, gross
-500.8
-163.1
-83.8
Profit/loss from reinsurance
-106.3
-0.5
2.9
Technical interest
7.5
0.5
0.5
Balance on the technical account
930.1
-42.1
135.1
Number of claims paid
Average claims paid in DKK
Claims frequency

Motor
Third Party
Liability
1,907.5
1,965.9
-588.9
1.1
-334.6
3.8
2.2
1,049.5

11,293
115.9
6.8%

22,032
18.9
223.4%

5,655
45.7
26.0%

25,963
22.7
7.4%

Motor, Accidental Damage,
Fire and Theft
Gross premiums written
3,435.4
Gross earned premiums
3,419.6
Gross claims incurred
-2,613.8
Bonuses and rebates
-33.9
Operating expenses, gross
-642.5
Profit/loss from reinsurance
-42.2
Technical interest
4.0
Balance on the technical account
91.2

Marine,
Aviation and
Cargo
740.0
782.9
-510.3
-0.1
-157.2
-100.6
0.7
15.4

Fire and
Contents
(Personal)
2,667.1
2,613.5
-2,046.1
-33.6
-519.3
-22.7
3.4
-4.8

Fire and
Contents
(Commercial)
3,085.1
3,220.4
-2,465.5
-4.4
-671.1
-177.4
4.2
-93.8

3,649
139.8
29.1%

73,598
27.8
19.4%

22,014
112.0
18.4%

Number of claims paid
Average claims paid in DKK
Claims frequency

73,716
35.5
25.6%

Total
Tourist
Other
general
Liability
Assistance
insurance
insurance
Gross premiums written
597.5
150.7
195.9
16,681.9
Gross earned premiums
599.7
148.5
195.8
16,795.0
Gross claims incurred
-720.0
-126.9
-167.7
-11,224.1
Bonuses and rebates
-1.0
-9.6
0.4
-78.7
Operating expenses, gross
-138.1
-1.6
-57.4
-3,269.5
Profit/loss from reinsurance
193.1
-0.1
-68.2
-318.2
Technical interest
0.3
0.3
0.2
23.8
Balance on the technical account
-66.0
10.6
-96.9
1,928.3
Error =.044
Number of claims paid
7,433
346 *
245,714
Average claims paid in DKK
96.9
366.8
45.7
Claims frequency
14.3%
13.2%
17.5%
Gross earned premiums from non-proportional indirect general insurance amount to DKK 0.
*) Tourist assistance include collective insurance contract.
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DKK million

2014

2013

8 Balance on the technical account, general insurance (continued)
The average claims paid are calculated as claims costs for the year relative to the number of claims paid
and are therefore affected by run-off gains and losses.
The claims frequency is calculated as the number of claims paid relative to the average number of
insurance contracts in the period, cf. the guidelines issued by the Danish Financial Supervisory Authority.

9 Interest income and dividends, etc.
Interest income from Group entities
Interest income from bonds, loans and deposits
Non-taxable interest income
Income from units in open-ended funds and other equity investments
Other interest income
Interest income and dividends, etc.

10 Value adjustments
Group occupied properties
Equity investments
Units in open-ended funds
Bonds
Other loans
Other investment assets
Total investments
Value adjustments, discounting of provisions for outstanding claims and
other
Value adjustments
Realised gains and losses on investments
Unrealised gains and losses on investments
Other realised gains and losses
Value adjustments, discounting of provisions for outstanding claims and
other unrealised gains and losses
Value adjustments
Unrealised gains and losses on securities where the fair value is
determined using valuation techniques which are not based on official
market values or prices
11 Other expenses
Adjustment of fee in connection with disposal of property company in
2008
Other expenses

12 Other income
Profit from sale of insurance activities in Estonia
Other income

45.6
1,090.2
0.2
55.3
15.4
1,206.7

56.6
1,166.1
0.1
61.4
58.6
1,342.8

-16.0
149.7
6.6
1,526.7
7.7
-0.5
1,674.2

-295.1
160.2
55.4
-1,620.5
-60.8
1.3
-1,759.5

-1,384.0
290.2

87.8
-1,671.7

-33.2
1,707.4
0.9

-265.0
-1,494.5
5.5

-1,384.9
290.2

82.3
-1,671.7

16.3

-81.2

-

-0.9

-

-0.9

289.0

-

289.0
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DKK million

2014

2013

-573.8
100.4
0.7

-653.8
249.4
6.7

-472.7

-397.7

Adjustments relating to previous years:
Current tax for previous years
Adjustment of deferred tax at 1 January

-12.7
11.1

52.2
-40.2

Adjustments relating to previous years

-1.6

12.0

Tax expense

-474.3

-385.7

Tax is included as follows:
Tax in the income statement
Tax on changes in equity

-466.7
-7.6

-366.7
-19.0

Tax expense

-474.3

-385.7

Total tax on total income for the year can be explained as follows:
Profit before tax
Reversal of income from Group entities
Revaluation of properties recognised in equity
Actuarial gains and losses on pension obligations recognised in equity
Intra-group contribution recognised in equity

2,567.4
-125.8
0.5
27.7

1,835.1
-421.8
-2.2
34.2

Total income
Applicable tax rate
Tax calculated on total income

2,469.8
24.5%
-605.1

1,445.3
25.0%
-361.4

0.1
68.6
-23.6
-3.9
109.9
0.7
-21.0
1.6

-48.4
5.6
-11.4
-4.9
23.4
6.7
-10.2
2.9

Tax

-472.7

-397.7

Tax on total income for the year
Adjustment of tax relating to previous years

-472.7
-1.6

-397.7
12.0

Tax expense

-474.3

-385.7

13 Tax
Tax on total income for the year:
Current tax expense
Change in deferred tax on temporary differences
Change in deferred tax resulting from change in tax rate
Tax on total income for the year

Tax on permanent differences:
Properties and other equity investments
Income not subject to tax
Expenses disallowed for tax purposes
Non- refundable dividend taxes
Different tax rates in countries where branches are located
Change in tax rate
Other permanent differences relating to branches
Other permanent differences
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14 Intangible assets
2014

DKK million
Completed
IT development
projects

Cost, beginning of the year
Currency translation adjustments, foreign branches
Additions
Disposals during the year
Disposals regarding sale of Group entities during the
year
Transferred from development projects in progress
Cost, end of the year
Amortisation and impairment, beginning of the year
Currency translation adjustments, foreign branches
Impairment losses recognised in the income statement
Reversal of impairment losses relating to disposals
during the year
Amortisation during the year
Reversal of amortisation relating to disposals
Amortisation and impairment, end of the year
Carrying amount, end of the year
Carrying amount, beginning of the year
2013
Cost, beginning of the year
Currency translation adjustments, foreign branches
Additions
Disposals during the year
Transferred from development projects in progress
Cost, end of the year
Amortisation and impairment, beginning of the year
Currency translation adjustments, foreign branches
Impairment losses recognised in the income statement
Amortisation during the year
Amortisation and impairment, end of the year
Carrying amount, end of the year
Carrying amount, beginning of the year

The value of goodwill can be broken down as follows:
Acquired goodwill in relation to the purchase of:
the Trekroner portfolio
the Norwegian portfolios
the marine portfolios
the Trygg Hansa portfolios
Total goodwill 2014

IT development
projects in
Goodwill
progress

1,449.5
-46.8
7.0
-102.5

585.4
-23.5
-

492.2
-10.9
174.5
-32.7

-35.0
48.0
1,320.2

561.9

-48.0
575.1

-765.2
56.4
-131.4

-4.2
0.3
-

-179.3
8.3
-90.4

66.5
-160.6
35.8
-898.5
421.7
684.3

-3.9
558.0
581.2

32.7
-228.7
346.4
312.9

944.9
-42.6
16.7
530.5
1,449.5

602.6
-17.2
585.4

685.1
-8.9
346.5
-530.5
492.2

-529.1
25.2
-66.5
-194.8
-765.2
684.3
415.8

-4.4
0.2
-4.2
581.2
598.2

-35.3
3.8
-147.8
-179.3
312.9
649.8

Net book
value

Calculated
headroom

WACC

131.2
4.1
74.9
347.8

5,234.5
6.9
385.1
5,697.6

7.95%
7.95%
7.95%
7.95%

558.0

11,324.1
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14 Intangible assets (continued)
2014
Cost, beginning of the year
Currency translation adjustments, foreign branches
Additions
Disposals during the year
Disposals regarding sale of Group entities during the
year
Cost, end of the year
Amortisation and impairment, beginning of the year
Currency translation adjustments, foreign branches
Impairment losses recognised in the income statement
Reversal of impairment losses relating to disposals
Amortisation during the year
Reversal of amortisation relating to disposals during
the year
Amortisation and impairment, end of the year
Carrying amount, end of the year
Carrying amount, beginning of the year

2013
Cost, beginning of the year
Currency translation adjustments, foreign branches
Additions
Disposals
Cost, end of the year
Amortisation and impairment, beginning of the year
Currency translation adjustments, foreign branches
Impairment losses recognised in the income statement
Amortisation during the year
Amortisation and impairment, end of the year
Carrying amount, end of the year
Carrying amount, beginning of the year

DKK million
Acquired
software
licenses

Customer
lists etc.

Total
intangible
assets

30.1
-2.1
0.4
-

107.3
-1.8
-

2,664.5
-85.1
181.9
-135.2

28.4

-7.3
98.2

-42.3
2,583.8

-22.9
1.8
-2.8

-72.8
6.7
-13.2

-1,044.4
73.5
-221.8
99.2
-176.6

-23.9
4.5
7.2

-79.3
18.9
34.5

35.8
-1,234.3
1,349.5
1,620.1

34.3
-4.3
0.1
30.1

111.1
-3.8
107.3

2,378.0
-76.8
363.3
2,664.5

-19.7
3.0
-6.2
-22.9
7.2
14.6

-61.5
2.4
-13.7
-72.8
34.5
49.6

-650.0
34.6
-214.3
-214.7
-1,044.4
1,620.1
1,728.0

Amortisation is included in operating expenses and claims incurred.
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DKK million

IT equipment
under
finance leases

Other
equipment

Total
equipment

Cost, beginning of the year
Currency translation adjustments, foreign branches
Additions, including improvements
Disposals during the year
Disposals regarding sale of Group entities

100.1
-0.7
31.6
-

307.2
-16.5
5.8
-13.5
-2.5

407.3
-17.2
37.4
-13.5
-2.5

Cost, end of the year

131.0

280.5

411.5

Depreciation and impairment, beginning of the year
Currency translation adjustments, foreign branches
Intra-group portfolio transfer
Depreciation during the year
Depreciation on disposals
Depreciation on disposals re. sale of Group entities
Depreciation and impairment, end of
the year

-90.8
0.1
-10.7
-

-276.5
15.4
-14.4
12.2
1.7

-367.3
15.5
-25.1
12.2
1.7

-101.4

-261.6

-363.0

29.6
9.3

18.9
30.7

48.5
40.0

3-5 years

4-10 years

94.7
5.4
-

328.7
-13.4
12.5
-20.6

423.4
-13.4
17.9
-20.6

Cost, end of the year

100.1

307.2

407.3

Depreciation and impairment, beginning of the year
Currency translation adjustments, foreign branches
Intra-group portfolio transfer
Depreciation during the year
Depreciation on disposals

-83.2
-7.6
-

-280.5
12.0
-23.2
15.2

-363.7
12.0
-30.8
15.2

Depreciation and impairment, end of the year

-90.8

-276.5

-367.3

9.3

30.7

40.0

11.5

48.2

59.7

3-5 years

4-10 years

15 Total equipment
2014

Carrying amount, end of the year
Carrying amount, beginning of the year
Depreciated on a straight-line basis over a period of

2013
Cost, beginning of the year
Currency translation adjustments, foreign branches
Additions, including improvements
Disposals during the year

Carrying amount, end of the year
Carrying amount, beginning of the year
Depreciated on a straight-line basis
over a period of
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DKK million

16 Investments in Group entities
Cost, beginning of the year
Additions during the year
Disposals, during the year
Cost, end of the year
Adjustments, beginning of the year
Exchange gains and losses
Group occupied property, write ups in period
Profit for the year from Group entities
Dividends paid, capital reduction, etc.
Value adjustments re disposals, during the year
Currency translation adjustment, sale of subsidiaries
Adjustments, end of the year
Carrying amount, end of the year

2014

2013

1,563.2
-

264.1
1,400.5
-0.8

1,563.2

1,663.8

1,127.9
-27.3
122.3
-1,605.0
-567.1
26.7

376.6
-30.0
269.0
422.4
-10.1
-0.6

-922.5

1,027.3

640.7

2,691.1

18.9
9.9
258.4
353.5

29.1
1,415.4
552.7
297.2
396.7

640.7

2,691.1

The value of investments in Group entities can be broken down as follows:
Besigtelses Kontoret af 1914 A/S
NIS 2 A/S
Brädstapeln Fastighets AB
Holmia Livförsäkring AB
Forsikringsselskabet Privatsikring A/S

Equity in Group entities, which has formed the basis for the calculation of Codan Forsikring's share as
specified above, has been determined in accordance with the accounting policies of Codan Forsikring.
All subsidiaries are separate entities.
Additional information on investments in Group entities:
Registered
office

Ownership
interest %

Results

Equity

Companies carrying on insurance business:
Holmia Livförsäkring AB, SEK
Stockholm

100

73.2

328.9

Forsikringsselskabet Privatsikring

Frederiksberg

100

56.8

353.5

Companies providing insurance-related services:
Besigtelses Kontoret af 1914 A/S
Frederiksberg

100

-0.2

18.9

Investment companies:
NIS 2 A/S

100

7.5

9.9

Frederiksberg

Results and equity in Group entities as stated above are in accordance with the latest annual report.
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17 Current tax assets and liabilities
Current tax assets and liabilities, beginning of the year
Currency translation adjustments
Current tax for the year
Adjustment of current tax relating to previous years
Corporation tax paid during the year
Current tax assets and liabilities, end of the year
Current tax assets and liabilities are included as follows:
Current tax assets
Current tax liabilities
Current tax assets and liabilities

DKK million

2014

2013

-8.5
6.5
-573.8
-12.7
499.2

366.3
-2.1
-653.8
52.2
228.9

-89.3

-8.5

30.9
-120.2

57.7
-66.2

-89.3

-8.5
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Note

DKK million

2014

2013

-173.1
0.7
3.8
-2.4
98.6
49.9
-39.2

-385.0
-1.9
-88.2
48.3
314.5
-0.3
26.6
-20.6
-24.0
-42.5

Deferred tax assets and liabilities, end of the year

-61.7

-173.1

Deferred tax for the year recognised in the income statement
Deferred tax for the year recognised in equity

101.2
-0.1

256.1
-

Total deferred tax for the year

101.1

256.1

-177.7
0.9
4.1
-71.5
55.6
126.9

-185.7
1.8
0.1
4.4
-176.6
8.5
174.4

-61.7

-173.1

125.2
-186.9

166.2
-339.3

-61.7

-173.1

18 Deferred tax assets and liabilities
Deferred tax assets, beginning of the year
Currency translation adjustments
Change relating to intangible assets
Change relating to property and equipment
Change relating to investments
Change relating to other receivables and assets
Change relating to accrual fund in Sweden
Change relating to technical provisions
Change relating to liabilities and payables
Change relating to tax losses

Specification of deferred tax assets and liabilities at the end of the year:
Intangible assets
Property and equipment
Financial assets
Other receivables and assets
Technical provisions
Liabilities and payables
Net tax losses carried forward
Deferred tax assets and liabilities, end of the year
Deferred tax assets and liabilities are included as follows:
Deferred tax assets
Deferred tax liabilities
Defered tax assets and liabilities

In accordance with the rules issued by the Danish Financial Supervisory Authority no provisions are made
for deferred tax on untaxed transfers to contingency funds, cf. note 20.

19 Accrued interest and rent
Accrued interest from Group entities
Accrued interest from investments
Other accrued interest
Accrued interest and rent

-1.6
-443.2
-2.4

-9.7
-491.0
-0.1

-447.2

-500.8
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DKK million

2014

2013

20 Share capital
The company's fully paid share capital can be broken down as follows:
2 shares of DKK 1,000,000
1 share of DKK 2,000,000
2 shares of DKK 3,000,000
1 share of DKK 5,000,000

2.0
2.0
6.0
5.0

2.0
2.0
6.0
5.0

15.0

15.0

Share capital

No shares carry special rights. All shares carry full dividend rights. The company does not hold
own shares. There has been no change in the share capital durring the past 5 years.

21 Contingency funds
The contingency funds can be broken down as follows:
Contingency fund in the Swedish branch
Contingency fund A, created by resolution at the Annual General
Meeting on 17 May 1966
Contingency fund B for general insurance, cf. Section 138(2) of Act
No. 630 of 23 December 1980
Contingency fund C for workers' compensation insurance
Contingency funds
Of which untaxed

4,178.1

4,444.0

313.5

313.5

1,062.8
18.8

1,062.8
18.8

5,573.2
5,573.2

5,839.1
5,839.1

The contingency fund in Trygg-Hansa Försäkrings AB amounts to SEK 5318.30 million in 2014 (SEK
5318.30 million in 2013).

22 Total equity
Solvency margin and capital base:
Calculated solvency margin
Capital base to cover the solvency margin
Capital base is calculated as follows:
Equity
Proposed dividend
Equalisation reserves, credit and guarantee insurance
Value of intangible assets
Value of deferred tax assets
Solvency margin in subsidiaries
Proposed dividend in subsidiaries
Deduction for discounting in the provision for outstanding claims
Deduction for discounting in the provision for outstanding claims in
subsidiaries carrying on insurance business
Capital base to cover the solvency margin

2,393.0

2,383.8

7,605.7

7,634.6

12,687.9
-2,900.0
-59.2
-1,349.5
-125.2
-192.4
-453.3

13,485.2
-2,556.1
-59.2
-1,620.1
-166.2
-204.2
-183.6
-1,055.2

-2.6

-6.0

7,605.7

7,634.6
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DKK million

2014

2013

23 Pension obligations
Pension obligations in Codan Forsikring are generally funded.
In respect of defined contribution schemes, the employer is under an obligation to pay a defined
contribution (e.g. a fixed amount or a fixed percentage of the salary). In a defined contribution scheme,
the company does not bear the risk in relation to future developments in interest rates, inflation, mortality
and disability. This is opposed to defined benefit schemes, where the employer is under an obligation to
pay a defined benefit (e.g. a fixed amount or a percentage of the final salary).
Together with other financial companies present in Sweden, the Company has entered a collective
agreement regarding the employees' pensions. The pension agreement has been made through the
Insurance Industry's Pensionfund (Försäkringsbranchens Pensionskassa, FPK) and in implies that Codan
Forsikring together with the other companies in cooperation has obligations to pay the pension of their
own employees in accordance with set rules. The pension plan in FPK can be viewed as a defined benefit
Codan Forsikring does not have access to information which allows the accounting for the pension plan
as a defined benefit plan, and the plan is therefore accounted for as a defined contribution plan.
As part of the collective agreement the company has also entered agreement about defined benefit
plans. The company's obligations under the defined benefit plan are recorded as expenses in the profit
and loss account on an accrual basis.
62-year pensions
Employees in Codan Forsikring born before or in 1955 are, according to the collective agreement,
entitled to retire at 62. Those who choose to accept this opportunity obtains a pension from the employer
for the time between the chosen retirement age and the ordinary retirement age. The pension is based
on a calculation from FPK.
Present value of defined benefit schemes

79.2

102.4

Net liability recognised in the balance sheet

79.2

102.4

No assets have been separated to cover the pension obligation.
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DKK million

2014

2013

102.4
-5.3
-1.4
1.4
-0.5
-17.4

127.4
-4.6
4.8
1.8
-27.0

Pension obligations, end of the year

79.2

102.4

Pension costs recognised in the income statement:
Calculated interest on obligation
Total recognised for defined benefit schemes

-1.4
-1.4

-1.8
-1.8

Total recognised for defined contribution schemes

-311.7

-340.8

Pension costs recognised in the income statement

-313.1

-342.6

Assumptions used in the calculation of pension obligations:
Discount rate
Expected increase in salaries
Proportion of employees opting to use the plan

1.5%
3.0%
85.0%

1.5%
3.0%
85.0%

114.2
-3.4
-87.6
-9.2
176.5

133.1
-1.3
-42.0
-9.6
34.0

190.5

114.2

46.0
50.1
53.6
33.3
7.5

0.0
56.1
51.7
0.0
6.4

190.5

114.2

67.0
202.7

37.3
179.3

269.7

216.6

23 Pension obligations (continued)
Development in present value of defined benefit obligations:
Pension obligations, beginning of the year
Currency translation adjustments
Pension costs for the year
Calculated interest on obligation
Actuarial gains and losses
Benefits paid

24 Other provisions
Other provisions, beginning of the year
Currency translation adjustments
Used during the year
Reversal of unused provisions
Provisions made during the year
Other provisions
Other provisions consists of:
Provisions regarding sale of building
Provision regarding VAT-cases
Profit in Group Life Pool
Reorganisation
Other
Other provisions

25 Total provisions
Current portion (less than one year)
Non-current portion (more than one year)
Total provisions
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26 Total payables
No payables fall due more than five years after the balance sheet date.
Included in other payables are unsettled investment transactions etc. with DKK 710.119 million in 2014
(DKK 201.667 million in 2013).
27 Related parties
Information on related parties
Codan A/S, Frederiksberg, owns 100% of the shares in Codan Forsikring and thus holds a controlling
interest in the company.
The company's related parties furthermore include the members of the Board of Directors and the Board
of Management, and the boards of directors and boards of management and executives of Group entities
as well as their related family members. Related parties also include companies in which the above
persons have significant interests.
Apart from normal management remuneration, no transactions, except for those listed below, were
entered into during the year with the Board of Directors and the Board of Management, executives, major
shareholders or other related parties. The management remuneration is shown in Notes 7 and 30.
Related party transactions
The company undertakes all administrative tasks for all wholly-owned Danish subsidiaries in the Codan
Group. The company also undertakes all administrative tasks for the parent company, Codan A/S.
The company is a part of the Codan Group, whose companies work in a Nordic operating model. This
means that there is co-operation on management, projects and certain functions in between the
companies. In this connection the requirements set by the local Financial Supervisory Authorities are
fulfilled.
The company has received intragroup contributions from related parties of DKK 20 million in 2014 (DKK
25 million in 2013).
Administration fees payable to and receivable from Group entities in the Codan Group are settled on a
cost-covering basis. Rent payments to Group entities are made on market-based conditions.
Agreements on interest on inter-company balances on an arm's length basis were made between the
companies in the Codan Group. Interest income from Group entities amounted to DKK 5 million in 2014
(DKK 4 million in 2013).
Agreements on interest on loans on market-based conditions were made between the companies in the
Codan Group. Interest income from Group entities amounted to DKK 41 million in 2014 (DKK 52 million
in 2013).
The company has lent out DKK 1,000 million to the sister company Codan Ejendomme II.
Agreements on reinsurance were entered into with companies in the Codan Group and with companies in
the RSA Group on an arm's length basis. Included in this is the quota sharing programme with RSA
Reinsurance Ireland Ltd.
The company has paid for the use of joint IT-systems and the company's share of joint services in the
RSA Group. Payments were made on a cost-covering basis.
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27 Related parties (cont.)
Business transactions with Group entities and associates included the following:
Premiums ceded to reinsurers
Claims paid, reinsurers' share
Sale of reinsurance to Group entities
Ceded reinsurance cover
Reinsurance commissions and profit participation
Commissions and profit participation for reinsurance
Interest expenses, deposits with ceding undertakings
Purchase of services from Group entities
Sale of administrative services to Group entities
Business transactions with Group entities

2014

2013

-328.9
953.9
199.6
-69.0
6.5
-4.9
-19.9
-132.6
252.7

-1,948.6
1,217.7
198.1
-109.7
668.9
-7.2
-32.9
-102.2
222.2

857.4

106.3

28 Security
The following assets are held under trust for the benefit of policyholders to cover technical provisions:
Investments in Group entities
446.8
979.8
Equity investments
1,140.0
1,276.7
Bonds
35,381.3
29,153.1
Other loans
1,002.7
906.8
Insurance assets etc.
1,953.5
Cash and cash equivalents
876.4
657.6
Interest receivable
466.4
476.0
Other
1,842.1
1,637.8
Security

41,155.7

37,041.3
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2014

2013

0.4
713.5
351.3
12.6
15.6
353.3
-

504.5
460.0
13.2
1.5
130.4
13.8

1,446.7

1,123.4

29 Contingent assets, contingent liabilities and financial liabilities
Financial liabilities
VAT adjustment liability in connection with purchase of intangible assets
Operating lease commitments fall due within ten years and constitute:
Service agreements (IT and telephony)
Sponsorships
Guarantee in connection with the disposal of Group occupied property
Commitment to invest in units in open-ended funds
Commitment to purchase investment property
Financial liabilities

The company is cooperating with other insurers to provide joint cover of certain types of insurance risks.
In addition to the company's own share of such risks, which is included in the annual report, the company
is jointly and severally liable for the other insurers' share of the insurance liabilities. However, in view of
the fact that these insurers are sound companies, the risk is largely minimal.
The company signed contracts with external companies for the purpose of selling insurance products.
The company is jointly registered with the majority of the Codan Group's Danish companies for the
purpose of payment of VAT and payroll tax and is jointly and severally liable for the payment of such
The company is jointly and severally liable together with other companies participating in the joint
taxation for any dividend tax and royalties imposed within the joint taxation payable by 1 July 2012 or
Likewise, the company is jointly and severally liable together with other companies participating in the
joint taxation for any company tax imposed within the joint taxation from and including the income year
The company entered into agreements with other companies in the Codan Group on the sale of
insurance products, investment management, reinsurance, provision of administrative services, etc.
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30 Incentive schemes
RSA Insurance Group plc. operates a number of incentive schemes. Until and including 2005, RSA Insurance Group plc. had an Executive Share Option Plan and a Share Matching Plan for executives and other
key employees. In 2006, these plans were replaced by a Long Term Incentive Plan. The plans are all subject to different performance conditions and are based on shares in RSA Insurance Group plc. As of 2014
the long term incentive plan is replaced by the Performance Share Plan (PSP). In addition, RSA Insurance
Group plc. operates the Savings Related Share Option Plan providing all employees with the opportunity of
buying shares in RSA Insurance Group plc. at a favourable price.
Executive Share Option Plan
The options are exercisable between three and ten years after grant, provided that specific performance
conditions are met. The exercise price of all options is equal to the fair value of the underlying stock at the
date of the grant.
The fair value of the options granted is based on all performance conditions being met.
Share Matching Plan
The options granted are exercisable between three and five years after grant at a price per share of nil.
25% of the options granted are not subject to performance conditions, while the remaining 75% can be
exercised only if a number of performance conditions are met.
Long Term Incentive Plan
The structure of the plan allowed for a number of different types of awards to be made. Voluntary Deferred
Shares are purchased by the participants from net bonus payable (limited to a maximum value of 33% of
net bonus); in addition, for senior executives, the Remuneration Committee may defer a portion of an individual's bonus (limited to 33% of that bonus) into an award over shares referred to for the purpose of the
plan as Compulsory Deferred Shares. Deferred shares are held in trust for three years and normally forfeited on an employee leaving the Group. No further performance conditions apply. The Remuneration
Committee may make a conditional award of shares on a "matched" basis to Voluntary and Compulsory
Deferred Shares ("Matching Shares").
Additionally, the Remuneration Committee may make conditional awards of Performance Shares to senior
Executives, and conditional awards of Restricted Shares to other executives and senior managers.
Awards of Performance Shares and Matching Shares related to Compulsory Deferred Shares are subject
to a performance condition consisting of a combination of a return on equity target and a total shareholder
return target (with performance measured by comparison against other European insurance companies)
over a single three year performance period. Matching Shares related to Voluntary Deferred Shares are
subject only to the return on equity performance condition. Restricted Shares are not subject to performance conditions. All awards vest on the third anniversary of the date of the grant.
Performance Share Plan
The Structure of the plan allows for different types of awards to be made. All awards are settled in the form
of ordinary shares. Part of the individual's bonus may be awarded in the form of conditional shares (Deferred Bonus Shares). Deferred Bonus Shares are generally retained if the employee leaves the Group
uless the employee is dismissed for cause. The awards are not subject to performance conditions.
Furthermore Performance Shares and Restricted Shares may be granted, where the 2014 grant, was subjected to the following performance conditions: Development in Group underlying Return on Tangible equity, relative Total Shareholder Return and a Business Review Scorecard over a three year performance
period. If an employee resigns from the Group, then Performance Shares and Restricted Shares lapse at
the date of leaving the Group. The Remuneration Committee may however excert discretion as to the
treatment of a leaver's share awards based on leaving circumstances.
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30 Incentive schemes (continued)
Savings Related Share Option Plan
Employees eligible to participate in the RSA Insurance Group plc. International Sharesave Plan (savings related) can, through a savings contract, receive options to purchase ordinary shares of RSA Insurance Group
plc.'s common stock at a price equal to 80% of the fair value of the ordinary shares at the date of the grant.
The number of shares available for purchase from the plan by each participant is limited to the whole number of shares purchasable from the aggregate value of the individual's savings contract upon maturity. An
individual's maximum monthly contribution to all current savings contracts is £250. All options expire in
three or five years from the grant date and expire six months after vesting.
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30 Incentive schemes (continued)
Board of Directors and Board of Management
There are no bonus schemes or incentive schemes for the Board of Directors. The Board of Management is
covered by the general bonus scheme and by RSA´s incentive schemes as set out above.
Participation of former CEO Vibeke Krag in incentive schemes at 31 December:
Long Term
Incentive Plan

Share
Matching Plan

Savings Related
Share Option Plan

Shares

Value

Shares

Value

Shares

Value

Outstanding at 1 January 2013
Correction, beginning balances
Granted during the year
Exercised during the year
Forfeited during the year

192,836
-35,976
46,220
-30,405
-17,713

1,574,583
-327,831
356,602
-311,356
-160,100

268,474
83,734
-34,833
-68,178

2,254,195
634,285
-343,889
-676,565

8,998
-

95,549
-

Outstanding at 31 December

154,962

1,131,898

249,197

1,868,026

8,998

95,549

10,652
16,418
-103,301
-21,218
-21,036
-36,477

5,139,220
292,103
664,416
-4,180,462
-858,666
-851,301
-1,337,208

20,392
-149,398
-82,840
-37,351

8,216,665
825,239
-6,045,950
-3,352,431
-1,511,549

-8,998
-

-95,549
-

-

-

-

-

-

-

Correction, beginning balances
Granted during the year
Adj. due to Rights Issue
Adj. due to Share consolidation
Exercised during the year
Forfeited during the year
Resigned
Outstanding at 31 December

The value has been calculated as number of shares times the fair value at the exchange rate prevailing at 31
December 2014.
Vibeke Krag resigned her position as CEO of the company in December 2014.
Participation of the CEO Patrick Bergander in incentive schemes at 31 December:
Long Term
Incentive Plan

Outstanding at 31 December
Correction, beginning balances
Granted during the year
Adj. due to Rights Issue
Adj. due to Share consolidation
Outstanding at 31 December

Share
Matching Plan

Savings Related
Share Option Plan

Shares

Value

Shares

Value

Shares

Value

137,581

1,009,574

181,232

1,362,601

-

-

8,870
53,789
18,215
-131,733

4,917,115
1,136,418
737,138
-5,331,070

22,217
-162,759

5,971,632
899,094
-6,586,653

-

-

86,722

2,469,175

40,690

1,646,674

-

-

The value has been calculated as number of shares times the fair value at the exchange rate prevailing at 31
December 2014.
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30 Incentive schemes (continued)
Employees with material influence on the company's risk profile
Long Term
Incentive Plan

Share
Matching Plan

Savings Related
Share Option Plan

Shares

Value

Shares

Value

Shares

Value

Outstanding at 1 January 2013 1,403,756
Adj. due to change in risk takers 374,345
Granted during the year
706,125
Exercised during the year
-346,715
Forfeited during the year
-192,147

10,814,343
3,076,362
5,445,408
-3,335,818
-1,720,512

1,153,975
583,826
796,122
-284,365
-347,136

9,519,054
4,992,601
6,026,492
-2,816,511
-3,350,102

116,576
28,505
-16,541

1,237,908
302,692
-175,647

Outstanding at 31 December
2013

14,279,783

1,902,422

14,371,534

128,540

1,364,953

Correction, beginning balances
48,149 66,395,196
- 62,617,106 -101,053
Adj. due to change in risk takers
-84,884
-3,435,149
-30,512
-1,234,783
-7,701
Granted during the year
233,505
5,639,092
Adj. due to Rights Issue
195,182
7,898,772
243,070
9,836,739
Adj. due to Share consolidation -1,235,697 -50,007,113 -1,173,831 -47,503,473
Exercised during the year
-242,813 -9,826,339
Forfeited during the year
-321,047 -12,992,371
-647,691 -26,211,245
-

-252,588
-311,650
-

Outstanding at 31 December

1,945,364

537,759

17,951,871

293,458

11,875,878

19,786

800,715

Two risktakers have shares in the ESOS scheme. Number of shares equals 4,085 at a value of DKK 165,315.
The value has been calculated as number of shares times the fair value at the exchange rate prevailing at 31
December 2014.

31 Ownership information
Ownership
Codan A/S, Gammel Kongevej 60, 1850 Frederiksberg C, owns all of the shares in Codan Forsikring.
Group relationship
RSA Insurance Group plc., 20 Fenchurch Street, London, England prepares consolidated financial
statements, in which Codan Forsikring is included as a subsidiary.
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32 Comparative figures as stated in the Annual Report 2013
Due to the merger with Trygg-Hansa AB as at 31 March 2015, which was referred to in the
Management's review, the comparative figures have been restated. The principal items contained in
Codan Forsikring' original financial statements as at 31 December 2013 are set out below:
Income statement
Earned premiums, net of reinsurance
Technical interest
Claims incurred, net of reinsurance
Bonuses and rebates
Net operating expenses

6,013.2
8.9
-4,232.6
-77.1
-1,342.3

Balance on the technical account, general insurance

370.1

Investments
Total investment return
Technical interest transferred to general insurance

-58.3
-79.8

Total investment return after technical interest

-138.1

Other expenses

-0.9

Profit before tax
Tax

231.1
-32.4

Profit for the year

198.7

Assets
Intangible assets
Total property and equipment
Total investments
Total reinsurers' share of insurance contract provisions
Total receivables
Total other assets
Total prepayments and accrued income

951.8
21.7
13,921.6
2,131.6
1,962.7
937.3
225.6

Total assets

20,152.3

Equity and liabilities
Total equity
Total insurance contract provisions
Total provisions
Deposits received from reinsurers
Total payables
Accruals and deferred income

4,888.5
12,523.0
222.5
1,274.3
1,146.8
97.2

Total equity and liabilities

20,152.3

Solvency margin and capital base:
Calculated solvency margin

1,172.4

Capital base to cover the solvency margin

3,207.2

Page 81/81

