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Guidelines on Reporting Forms for Information on Capital Position and Risks in Life-Assurance Companies, Non-Life Insurance Companies, Reinsurance Companies, Lateral Pension Funds (Nationwide Occupational Pension Funds) and Industrial Injury Insurance Companies
General

These Guidelines describe how the reporting forms for information on risks and capital position in life-assurance companies, non-life insurance companies and reinsurance companies, lateral pension funds (nationwide occupational pension funds) and industrial injury insurance companies (hereafter referred to as companies) are to be completed.
The statement of the red risk scenario (medium negative market developments) and the yellow risk scenario (very negative market developments), should include the consequence for the company's base capital and solvency requirement and for life-assurance companies and lateral pension funds (nationwide occupational pension funds), they should include the consequence for the company's collective bonus potential and bonus potential on paid-up policy benefits of:

 Interest-rate risk on interest-bearing assets 
 Interest-rate risk on life-assurance provisions (for life-assurance companies and lateral pension funds (nationwide occupational pension funds))

 interest-rate risk on regular payments in connection with industrial injuries (for industrial injury insurance companies)

 share-price risk
 currency risk 
 property risk
 credit and counterparty risk
 risk in subsidiary companies
In both scenarios, the effect should be indicated of both an interest-rate increase and an interest-rate decrease. The calculations must be carried out in accordance with the regulations on market-value-based financial reporting. 

Losses (risk) for the company should be indicated with a plus (+) sign, while gains should be indicated with a minus (-) sign. In form RG 04, changes in guaranteed benefits, bonus potential on paid-up policy benefits and bonus potential on future premiums should be indicated with the actual sign. For example, a fall in guaranteed benefits should thus be indicated with a minus sign.

If the company has special circumstances relevant to the assessment of the company's situation in the risk scenarios, these must be disclosed in a supplementary report to the Danish FSA.
Reporting
Capital position and risks should normally be reported twice annually as at 30 June and as at 31 December. The time limit for submission is one month after the date of the report. The reporting forms can be found in Danish at the website of the Danish FSA: www.finanstilsynet.dk, where you can also download a spreadsheet in which the standardised calculations can be made
 (see also annex 2).

If the company according to the current report is in the yellow light, the company must calculate its capital position and risks as at the end of the subsequent quarter. The time limit for submission is one month after the date of the report.

The Danish FSA will contact the company if the company, is in the red light according to the report. If the company, according to the standardised calculations, is in the red light, but according to its own calculations is in the yellow or the green light, the company should account for this in an enclosure accompanying the report. If the company comes in the red light during a reporting period, the company must immediately notify the Danish FSA.
Form RG 01 Conclusion:

The form contains two columns: One for the results in the red scenario and one for the results in the yellow scenario. 
1. Worst-case interest-rate scenario: For the red and the yellow risk scenario respectively, the interest-rate change which would lead to the largest loss in base capital (increase or decrease) should be stated. 

2. Interest-rate risk – interest-bearing assets: Transferred from form RG 03 (Total of the red and the yellow scenario respectively). The worst-case scenario for the base capital should be selected. 

3. Share-price risk: Transferred from form RG 05 (Total of the red and the yellow scenario respectively). 
4. Currency risk: Transferred from form RG 06 (Total of the red and the yellow scenario respectively). 
5. Property risk: Transferred from form RG 07 (Total of the red and the yellow scenario respectively). 

6. Credit and counterparty risk: Transferred from form RG 08 (The sum of credit and counterparty risk). 

7. Risk in subsidiary companies: Transferred from form RG 09.

8. Total risk on assets: The sum of the above risk factors. In the total risk, no adjustment is made for the change in the value of the tax asset.

9. Interest-rate risk - life-assurance provisions: Transferred from form RG 04 as the sum of the change in guaranteed benefits, the change in the bonus potential on paid-up policy benefits and bonus potential on future premiums in the red and the yellow scenario respectively. The worst-case scenario for the base capital should be selected.

10. Interest-rate risk – regular benefits in connection with industrial injuries: Transferred from form RG 04. The worst-case scenario for the base capital should be selected.

For life-assurance companies and lateral pension funds (nationwide occupational pension funds), items 11-18 should be filled in
:

11. Base capital after scenario: Calculated as base capital before the scenario less the part of the loss on assets which the base capital is to bear and any part of the policyholders' loss that cannot be covered by the collective bonus potential and the bonus potential on paid-up policy benefits. The value of the tax asset thus arising must be included.

12. The solvency requirement after scenario: The company's solvency requirement before the scenario plus four per cent of the interest-rate risk on life-assurance provisions.

13. Three per cent of the provisions after scenario: Three per cent of the interest-rate risk on the life-assurance provisions should be calculated after the scenario. Provisions on policies belonging in insurance class III without an investment risk for the company should not be included.

14.Excess base capital to solvency requirement: The calculated base capital after the scenario less the solvency requirement after the scenario plus three per cent of the provisions after the scenario.

15. Collective bonus potential after the scenario: Calculated as the collective bonus potential before the scenario less the part of the interest-rate risk on the life-assurance provisions that can be covered by the collective bonus potential less the total loss to the policyholders (if negative, this should be 0 however). 

16. Bonus potential on the paid-up policy benefits after the scenario: Calculated as bonus potential on paid-up policy benefits after interest-rate change and before deduction of any losses that cannot be covered by collective bonus potential, less the part of the policyholders' loss that cannot be covered by collective bonus potential (if negative, this should be 0 however). 

17. Risk-adjusted solvency ratio: Risk-adjusted solvency ratio indicates the size of the base capital in relation to the solvency requirement when the effect of the red scenario is included. 

18. The company is in: This is where it should be indicated whether the company is in the red, yellow or green light.

For non-life insurance and reinsurance companies and industrial injury insurance companies, items 19-22 should be filled in:

19. Base capital after the scenario: Calculated as base capital before the scenario less the risk on assets and, for industrial injury insurance companies, less the interest-rate risk on regular benefits in connection with industrial injuries.
20. The solvency requirement: Transferred from form RG 02.

21. Excess base capital to solvency requirement: The calculated base capital after the scenario less the solvency requirement.

22. The company is in: This is where it should be indicated whether the company is in the red, yellow or green light.
Form RG 02 Basic information:

1. Balance sheet: The company's balance sheet in accordance with the relevant executive order on financial reports
.

2. The solvency requirement before scenario: The company's solvency requirement calculated in accordance with section 126 of the Financial Business Act no. 453 of 10 June 2003. For life-assurance companies and lateral pension funds (nationwide occupational pension funds), the solvency requirement for insurance class III without investment risk for the company should be omitted.

3. Base capital before scenario: The company's base capital calculated in accordance with section 128 of Act no. 453 of 10 June 2003. 

For life-assurance companies and lateral pension funds (nationwide occupational pension funds), items 4-10 should be filled in:

4. Collective bonus potential before scenario: The collective bonus potential calculated on the basis of the relevant executive order on financial reports.
5. Contribution fraction: This fraction is calculated as the collective bonus potential plus the life-assurance provisions in relation to the balance sheet. If the company uses another relative distribution between own funds and insurance portfolio, this should be stated.

6.-9. Part of the bonus potential on paid-up policy that can be applied to cover losses in the red/yellow scenario due to interest-rate increase/decrease: The part of the bonus potential on the paid-up policy benefits that, with the new interest rate, can be applied to cover losses in the respective scenarios.

10. Tax rate: The tax rate the company applies in the calculation should be stated here (as a rule, taxation on yields of certain pension scheme assets of 15 per cent).

Form RG 03 Interest-rate risk – interest-bearing assets:

1.-3. Nominal-interest-rate bonds: Nominal-interest-rate bonds are divided into the following duration zones:

 Zone 1: Positions with an (effective) modified duration of no more than one year.

 Zone 2: Positions with an (effective) modified duration of more than one year and no more than 3.6 years.

 Zone 3: Positions with an (effective) modified duration of more than 3.6 years.

The market value should be determined in accordance with the relevant executive order on financial reports. The interest-rate risk should be calculated as: the market value multiplied by the (effective
) modified duration multiplied by the interest-rate change. The interest-rate scenarios are described below.

4. Index-linked bonds: The method for calculation of the interest-rate risk on index-linked bonds is the same as for nominal bonds, except that the figure is multiplied by 0.5: the market value multiplied by the modified duration multiplied by the interest-rate change multiplied by 0.5.

5. Mortgages and corporate bonds: the interest-rate risk on mortgages and corporate bonds is calculated according to the same principles as nominal bonds.

6. Financial instruments: the market value of financial instruments and changes hereto as a consequence of the assumed interest-rate changes should be stated here, cf. annex 1.

7. Total: The sum of the interest-rate risk in the interest-rate scenarios stated.
Scenarios
Two interest-rate trends are considered in the red risk scenario:

 A decrease in short-term interest rates of 1.0 percentage point, in medium-term interest rates of 0.85 percentage points and in long-term interest rates of 0.7 percentage points.

 A rise in short-term interest rates of 1.0 percentage point, in medium-term interest rates of 0.85 percentage points and in long-term interest rates of 0.7 percentage points.

Similarly, two interest-rate trends are considered in the yellow risk scenario:

 A fall in short-term interest rates of 1.43 percentage points, in medium-term interest rates of 1.18 percentage points and in long-term interest rates of 1.0 percentage point.

 A rise in short-term interest rates of 1.43 percentage points, in medium-term interest rates of 1.18 percentage points and in long-term interest rates of 1.0 percentage point.

The changes in short-term and the medium-term interest rates are greater in absolute terms. This is because a greater volatility is expected in short-term and medium-term interest rates than in long-term interest rates.

Investment association units and holdings in subsidiary investment firms with bonds as underlying assets should be included under interest-rate risk (the "look-through" principle).

Form RG 04 Interest-rate risk – life-assurance provisions and regular benefits regarding industrial injuries:

Interest-rate risk – life-assurance provisions
This part of the form should only be filled in by life-assurance companies and lateral pension funds (nationwide occupational pension funds). 

The company's liabilities should be divided into relevant portfolios. For each portfolio, the guaranteed benefits, bonus potential on paid-up policy benefits and bonus potential on future premiums should be calculated. For each portfolio, the interest-rate sensitivity of the guaranteed benefits, the bonus potential on paid-up policy benefits and the bonus potential on future premiums should be stated. See separate section below for a description of the different interest-rate scenarios. 

1.+5.+9. Guaranteed benefits: The value of the guaranteed benefits should be stated here and the change in this value should be calculated for each scenario. If the guaranteed benefits fall, this should be indicated by a minus (-) sign and vice versa.

2.+6.+10. Bonus potential on paid-up policy benefits: The value of the bonus potential on paid-up policy benefits should be stated here and the change in this value should be calculated for each scenario. If the bonus potential on paid-up policy benefits falls, this should be indicated by a minus (-) sign and vice versa.

3.+7.+11. Bonus potential on future premiums: The value of the bonus potential on future premiums should be stated here and the change in this value should be calculated for each scenario. If the bonus potential on future premiums falls, this should be indicated by a minus (-) sign and vice versa.

4.+8.+12. Probability applied for surrender: The probability applied by the company that insurance contracts will be surrendered before expiry in the scenarios listed.

13. Guaranteed benefits, total: The sum of the guaranteed benefits and the total risk related to an interest-rate increase or decrease in the red and the yellow scenario.

14. Bonus potential on paid-up policy benefits, total: The sum of bonus potentials on paid-up policy benefits and the total risk related to an interest-rate increase or decrease in the red and the yellow scenario.

15. Bonus potential on future premiums, total: The sum of bonus potentials on future premiums and the total risk related to an interest-rate increase or decrease in the red and the yellow scenario.

Scenarios:

If a discount rate is applied as described in the Danish FSA's guidelines of 20 December 2001, an increase and a decrease of 0.7 percentage points in the reference rate in the red risk scenario is regarded as corresponding to a change in the discount rate of 0.595. In the yellow risk scenario, an increase and a decrease in the reference rate of 1.0 percentage point is regarded as corresponding to a change in the discount rate of 0.85.

If a zero-coupon curve is applied, a parallel shift of the zero-coupon curve upwards and downwards by 0.595 percentage points is assumed in the red risk scenario. Similarly, in the yellow risk scenario, an upwards and downwards parallel shift in the zero-coupon curve is considered at 0.85 percentage points.

Interest-rate risk – regular benefits regarding industrial injuries
This part of the form should only be filled in by industrial injury insurance companies. 

16. Regular benefits regarding industrial injuries: Provisions for regular benefits should be stated here and the change to this figure should be calculated for each scenario. If the regular benefits fall, this should be indicated by a minus (-) sign and vice versa.

Scenarios:

If provisions are calculated according to the variable–interest method
, a parallel shift in the zero-coupon curve upwards and downwards by 0.7 percentage points is assumed in the red risk scenario. Similarly in the yellow risk scenario, an upwards and downwards parallel shift in the zero-coupon curve is considered at 1.0 percentage point.

Companies applying the fixed-interest method
 should not fill in these fields.

Form RG 05 Share-price risk:

1. Shares: Danish and foreign listed and unlisted shares. Investment association units and holdings in subsidiary investment firms with shares as underlying assets should be included under share-price risk (the "look-through" principle). The market value should be calculated in accordance with the relevant executive order on financial reports. 

2. Financial instruments: The market value of financial instruments as well as the value change in the two scenarios should be indicated here, cf. annex 1.

3. Total: The total value change in shares and financial instruments in the two scenarios.

Scenarios:

In the red risk scenario, a drop in share prices of 12 per cent is assumed. In the yellow risk scenario, a drop in share prices of 30 per cent is assumed.

Form RG 06 Currency risk:

1.-8. Currency: The net portfolio (unhedged positions) in the currencies indicated should be stated. The value of all assets should be included in accordance with the relevant executive order on financial reports. Investment association units and holdings in subsidiary investment firms with assets denominated in foreign currencies should be included (the "look-through" principle).

9. Total: The sum of the net portfolio in the currencies indicated.

10. VaR (99 per cent): Value-at-Risk target calculated at 99 per cent level, cf. section below (the red scenario). 

11. VaR (99.5 per cent): Value-at-Risk target calculated at 99.5 per cent level, cf. section below (the yellow scenario). 

12. Other currencies: Net holdings of other currencies.

13.-14. Total: The sum of the Value-at-Risk target and the risk on other currencies in the red and the yellow scenario respectively, cf. section below.

Scenarios:

For the purpose of the calculation of the Value-at-Risk target, a spreadsheet and a co-variance matrix should be applied – they can be found (in Danish) at the Danish FSA website:

www.finanstilsynet.dk
. 

In the red risk scenario, a level of 99 per cent should be applied, and in the yellow scenario a level of 99.5 per cent should be applied. The risk on other currencies should be set at eight per cent of the net portfolio in the red risk scenario and at 12 per cent of the net portfolio in the yellow risk scenario.

Form RG 07 Property risk:

1. Properties: The market value of own properties should be calculated in accordance with the relevant executive order on financial reports. The value of mortgages should not be included.

2. Subsidiary property company: The market value of property companies, including property companies that are subsidiary companies, should be calculated in accordance with the relevant executive order on financial reports.

3. Total: The total market value and risk in the two scenarios should be stated. 

Scenarios:

The red risk scenario is a drop in property values of eight per cent, and the yellow risk scenario is a drop of 12 per cent.
Form RG 08 Credit and counterparty risk:

Credit risk
The specific risk (hereafter referred to as the credit risk) is the risk that the company will suffer a loss because the market value of a position is changed as a consequence of matters related to the individual issuer of the debt instrument.

The credit risk on debt instruments should be calculated according to the counterparty and remaining maturity of the debt instruments. 

The capital requirement corresponding to the credit risk is eight per cent of the risk-weighted value of the debt instruments. 

The weighted value depends on the type of counterparty, section 162(1) of Act no. 453 of 10 June 2003
, and the remaining maturity:

 For government bonds etc. the bonds should be weighted by 0.

 For mortgage-credit bonds etc., the bonds should be weighted by 0.01563, if the remaining maturity is less than ½ year.

 For mortgage-credit bonds etc., the bonds should be weighted by 0.0625 if the remaining maturity is less than or equal to 2 years and more than or equal to ½ year.

 For mortgage-credit bonds etc., the bonds should be weighted by 0.10, if the remaining maturity is more than 2 years.

 For other debt instruments issued by credit institutions etc., debt instruments should be weighted by 0.03125 if the remaining maturity is less than ½ year.

 For other debt instruments issued by credit institutions etc., debt instruments should be weighted by 0.125 if the remaining maturity is less than or equal to 2 years and more than or equal to ½ year.

 For other debt instruments issued by credit institutions etc., debt instruments should be weighted by 0.20 if the remaining maturity is more than 2 years.

 Other debt instruments with an interest-rate risk, including mortgages and corporate bonds should be weighted by 1.

Please note that the credit risk in connection with contracts for derivative financial instruments should be included under counterparty risk.
1. Government bonds: The market value of positions in government bonds should be stated here.

2.-4. Mortgage-credit bonds: The market value of positions in mortgage-credit bonds and bonds issued by Danish Ship Finance (DSF) should be stated here. The positions should be shown according to remaining maturity.

5.-7. Other debt instruments issued by credit institutions etc.: The market value of positions in debt instruments issued by credit institutions in Zone A countries should be stated here. The positions should be shown according to remaining maturity.

8. Other debt instruments etc.: The market value of all other positions in debt instruments than those mentioned under the above items should be stated here. This includes, for example, mortgages and corporate bonds.

9. Total: The total weighted value of the positions in debt instruments should be calculated here. 

10. Total credit risk: The total credit risk should be indicated here.

Counterparty risk
Counterparty risk is the risk that the company suffers a loss because a counterparty to a contract for a derivative financial instrument is unable to meet its obligations to the company. Counterparty risk is a credit risk, but the designation only applies in connection with derivative financial instruments.

Guaranteed contracts for derivative financial instruments should not be included. A guaranteed derivative financial instrument is a contract where a clearing centre enters into the relevant contract if the counterparty in the contract does not meet its obligations under the contract and where the relevant clearing house issues daily margin payments.

In the calculation of counterparty risk, the market value of contracts with a positive market value and the principal amounts of all contracts should be included. The market values of the contracts should be included by the weights of the relevant counterparties. The principal amounts should be included both by weights dependent on the maturity of the relevant contracts and by the weights for the relevant counterparties.

The weighted value of contracts for derivative financial instruments depends on the type of contract and the remaining term:

 The positive market value of the contracts entered into should be weighted by 0.2 multiplied by the factor a.

 Interest-rate contracts should be weighted by 0 if the remaining maturity is less than 1 year. 

 Interest-rate contracts should be weighted by 0.001 multiplied by the factor a, if the remaining maturity is between 1 and 5 years.

 Interest-rate contracts should be weighted by 0.003 multiplied by the factor a, if the remaining maturity is more than 5 years. 

 Currency exchange contracts should be weighted by 0.002 multiplied by the factor a, if the remaining maturity is less than 1 year.

 Currency exchange contracts should be weighted by 0.01 multiplied by the factor a, if the remaining maturity is between 1 and 5 years.

 Currency exchange contracts should be weighted by 0.015 multiplied by the factor a, if the remaining maturity is more than 5 years.

 Share contracts should be weighted by 0.012 multiplied by the factor a, if the remaining maturity is less than 1 year.

 Share contracts should be weighted by 0.016 multiplied by the factor a, if the remaining maturity is between 1 and 5 years.

 Share contracts should be weighted by 0.02 multiplied by the factor a, if the remaining maturity is more than 5 years.

The factor a depends on the counterparty: central governments or central banks (a=0), credit institutions (a=1) and other counterparties (a=2.5).

The capital requirement corresponding to counterparty risk constitutes eight per cent of the weighted value.

11. Positive market value of contracts entered into: The value of contracts related to interest rates, shares and currency should be stated here. Only contracts with a positive market value should be included in the calculation.

12.-14. Interest-rate contracts: The underlying principal amount for all contracts related to interest rates should be stated here. Contracts related to interest rates include spot transactions in debt instruments, interest-rate swaps (single currency swaps), FRAs, interest-rate futures, acquired interest-rate options and other instruments related to interest rates.

15.-17.Currency exchange contracts: The underlying principal amount for all contracts related to currency should be stated here. Contracts related to currencies include currency swaps (cross-currency interest-rate swaps), currency forward contracts, currency futures, acquired currency options and other instruments related to currencies.

18.-20. Share contracts: The underlying principal amount for all contracts related to shares should be stated here. Contracts related to shares include share forward transactions, share futures, acquired share options and other instruments related to shares.

21. Total: The total weighted value of the positions in contracts for derivative financial instruments should be stated here. 

22. Total counterparty risk: The total counterparty risk should be stated here.

Form RG 09 Risks in subsidiary companies:

The risk assumed by the parent company in the different risk scenarios in subsidiary companies should be stated here (only life-assurance companies, non-life insurance companies and reinsurance companies, lateral pension funds (nationwide occupational pension funds) and industrial injury insurance companies). 

If a subsidiary company is partially owned, the proportional derived risk for the parent company should be stated. 

Interest-rate risk – interest-bearing assets: The parent company's derived risk from subsidiary companies in the event of an interest-rate increase/decrease in the red and the yellow risk scenario respectively. 

Interest-rate risk – life-assurance provisions: The parent company's derived risk from subsidiary companies in the event of an interest-rate increase/decrease in the red and the yellow risk scenario respectively. 

Interest-rate risk – regular benefits in connection with industrial injuries: The parent company's derived risk from subsidiary companies in the event of an interest-rate increase/decrease in the red and the yellow risk scenario respectively. 

Share-price risk: The parent company's derived risk from subsidiary companies in the event of a drop in share prices in the red and the yellow risk scenario respectively. 

Currency risk: The parent company's derived currency risk from subsidiary companies in the red and the yellow risk scenario respectively. 

Property risk: The parent company's derived risk from subsidiary companies in the event of a drop in property values in the red and the yellow risk scenario respectively. 

Credit and counterparty risk: The parent company's derived risk from subsidiary companies when including credit and counterparty risk in the red and the yellow risk scenario respectively.

Annex 1

Financial instruments
In the calculation of the change in the value of derivative financial instruments in the scenarios considered, the division below of the instruments into long and short positions may be applied. Alternatively, the company could apply internal models to calculate the value change in the scenarios or apply statements from external suppliers of prices for derivative financial instruments.

Debt instruments
Bond and interest-rate futures, forward rate agreements (FRAs), forward commitments for purchase or sale of debt instruments, genuine sale and repurchase transactions and genuine purchase and resale transactions in debt instruments, options based on debt instruments etc., interest-rate swaps and other financial instruments with similar characteristics should be divided into long and short positions, cf. below. Unsettled spot purchases or sales of debt instruments and currency forward contracts, currency swaps, currency futures, currency options and similar currency transactions are described separately in a section at the end of the section on debt instruments.  

Point 1: Bond and interest futures
A long bond future or interest-rate future position should be divided into a long position in the underlying instrument or the underlying synthetic position behind the relevant future, and a short position in a debt instrument maturing on the delivery date of the future. A short bond future or interest-rate future position should be divided into a short position in the underlying instrument or the underlying synthetic position behind the relevant future, and a long position in a debt instrument maturing on the delivery date of the future. 
Point 2: FRA

A sold FRA should be divided into a long position in a debt instrument with a maturity date equal to the settlement date plus the contract period, and a short position in a debt instrument with a maturity date equal to the settlement date. A purchased FRA should be divided correspondingly into a short and a long position. 

Point 3: Forward purchases of debt instruments
A forward purchase of a debt instrument should be divided into a long position in the debt instrument itself, and a short position in a debt instrument maturing on the delivery date. A forward sale should be divided correspondingly into a short and long position. 

Point 4: Sale and repurchase transaction and purchase and resale transaction in the form of spot sales and purchases
A genuine sale and repurchase transaction in the form of a spot sale against a forward purchase should be included in the statement as a short position in a debt instrument maturing on the date the contract expires. A genuine purchase and resale transaction in the form of a spot purchase against a forward sale should be included in the statement as a long position in a debt instrument maturing on the date the contract expires. A genuine sale and repurchase transaction in the form of a forward sale against a forward purchase should be included in the statement as a long position in a debt instrument maturing on the date of the forward sale and a short position in a debt instrument maturing on the date of the forward purchase. A genuine purchase and resale transaction in the form of a forward purchase and a forward sale should be included in the statement as a short position in a debt instrument maturing on the date of the forward purchase and a long position maturing on the date of the forward sale. 
Point 5: Sale and repurchase transaction, purchase and resale transaction and loans of securities
For genuine sale and repurchase transactions and for lending securities, the repurchased or loaned security respectively should be included in the capital-adequacy statement. For genuine purchase and resale transactions and for borrowing securities, the resold or borrowed security respectively should not be included in the capital-adequacy statement. 
Point 6: Options
Options based on interest, debt instruments, bond futures, interest-rate futures or swaps should be divided into two positions in the same way as futures, in that both positions are also multiplied by the option's delta. Purchased call options and sold put options should be divided into a long position in the underlying debt instrument and a short position in a debt instrument maturing on the expiry date of the option. Sold call options and purchased put options should be divided into a short position in the underlying debt instrument and a long position in a debt instrument maturing on the expiry date of the option. 

Point 7: Interest-rate swap
An interest-rate swap under which the undertaking receives variable interest rate and pays fixed interest should be divided into a long position in a variable-interest instrument with a maturity equal to the period until the next date interest is fixed, and a short position in a fixed-interest instrument with the same maturity as the swap. An interest-rate swap under which the undertaking receives fixed interest and pays variable interest should be divided into a short position in a variable-interest instrument with a maturity equal to the period until the next date interest is fixed, and a long position in a fixed-interest instrument with the same maturity as the swap. 
Point 8: Unsettled spot purchases
Unsettled spot purchases should be included as long positions in the relevant debt instruments, and unsettled spot sales should be included as short positions in the relevant debt instruments. 
Point 9: Currency forward contracts etc.

Currency forward contracts, currency swaps, currency futures and similar currency transactions should be divided into long and short positions corresponding to the payment of the transactions. Currency options should be divided in a corresponding way in that the resulting positions are multiplied by the option's delta. 

Shares
Purchased and sold options and futures in individual shares, forward rate agreements to purchase or sell shares and other financial instruments with similar characteristics should be divided into long and short positions, cf. subsections (2)-(7).

Point 10: Share futures
A future purchased in an individual share should be divided into a long position in the underlying share and a short position in a debt instrument maturing on the delivery date of the future. The short position should be included in the calculations of interest-rate risk. A future sold in an individual share should correspondingly be divided into a short position in the underlying share and a long position in a debt instrument maturing on the delivery date of the future. The long position should be included in the calculations of interest-rate risk.

Point 11: Forward purchases of shares
A forward purchase of a share should be divided into a long position in the share itself and a short position in a debt instrument maturing on the delivery date of the share. The short position should be included in the calculations of interest-rate risk. A forward sale of a share should be divided into a short position in the share and a long position in a debt instrument maturing on the delivery date of the share. The long position should be included in the calculations of interest-rate risk.

Point 12: Sale and repurchase transaction, purchase and resale transaction and loans of securities
Genuine sale and repurchase transactions, genuine purchase and resale transactions as well as borrowing and lending shares should be treated in accordance with the same principles as stated in points 4 and 5.

Point 13: Swap

A swap under which the undertaking pays fixed or variable interest rate and receives a return that depends on the changes in the price of a share or a share index should be divided into a short position in a debt instrument and a long position in the underlying share or share index. The short position should have a maturity equal to the maturity of the swap (for fixed interest) or the period until the next date the interest rate is set (for variable interest rate). A swap under which the undertaking receives fixed or variable interest rate and pays an amount that depends on the changes in the price of a share or a share index should be divided into a long position in a debt instrument and a short position in the underlying share or share index. The long position should have a maturity equal to the maturity of the swap (for fixed interest) or the period until the next date the interest rate is set (for variable interest rate).

Point 14: Share options
Options based on shares and share indexes should be divided into two positions in the same way as futures, cf. point 10, in that both positions are also multiplied by the option's delta.

Point 15: Warrants

Warrants, including warrants issued by another entity than the issuer of the underlying security (covered warrants), should be treated in the same way as options.

Point 16: Unsettled spot purchases
Unsettled spot purchases should be included as long positions in the relevant shares, and unsettled spot sales should be included as short positions in the relevant shares. 

Annex 2

Description of calculations which are automatically carried out in the supporting spreadsheets
The calculations in the conclusion form are based on the worst interest-rate developments for the base capital in the red and the yellow scenario respectively. The procedure for determining the worst-case scenario can be seen below:

Life-assurance companies and lateral pension funds (nationwide occupational pension funds):

KB1 = Max(KB - FP - FA ; 0)

BF1 = (1 - ABF)*(BFr) + Max((ABF * BFr) + Min(KB - FP - FA ; 0));0)

BK1 = BK - BA + Min((ABF * BFr) + Min(KB - FP - FA ; 0));0)

Non-life insurance and reinsurance companies and industrial injury insurance companies:

BK1 = BK - A + Min(FPA ; 0)

Where:

A= the sum of all risks on the asset side
FP= the policyholders' loss on the life-assurance provisions
FPA= the policyholders' loss on regular benefits in connection with industrial injuries
FA= the policyholders' contribution-related loss on assets after tax
BA= the base capital's loss/gain as a consequence of risks on the asset side
ABF= proportion of BF that can be applied to cover losses
BF = bonus potential on paid-up policy benefits (BF1 is after inclusion of losses)

KB = collective bonus potential (KB1 is after inclusion of losses)

BK = base capital (BK1 is after inclusion of losses)

The worst-case scenario is where the resulting base capital (BK1) is lowest.

RG 01 Conclusion:

1. Worst interest-rate scenario: The worst interest-rate development (increase/decrease) is calculated automatically in the red and the yellow scenario respectively.

2. Interest-rate risk - interest-bearing assets: Transferred automatically from RG 03. IF (Worst-case scenario "decrease") THEN TRANSFER (Interest-rate risk on interest-bearing assets in the event of an interest-rate decrease) OTHERWISE TRANSFER (Interest-rate risk on interest-bearing assets in the event of an interest-rate increase).

3. Share-price risk: Transferred automatically from RG 05. Total share-price risk. 

4. Currency risk: Transferred automatically from RG 06. Total currency risk.
5. Property risk: Transferred automatically from RG 07. Total property risk.

6. Credit and counterparty risk: Transferred automatically from RG 08. Total credit risk + total counterparty risk.
7. Risk in subsidiary companies: Transferred automatically from RG 09. IF (Worst-case scenario "decrease") THEN TRANSFER (Interest-rate risk on interest-bearing assets  in the event of interest-rate decrease + Interest-rate risk on life-assurance provisions in the event of interest-rate decrease + Interest-rate risk on regular benefits in connection with industrial injuries in the event of interest-rate decrease + Share-price risk + Currency risk + Property risk + Credit and counterparty risk) OTHERWISE TRANSFER (Interest-rate risk on interest-bearing assets  in the event of interest-rate increase + Interest-rate risk on life-assurance provisions in the event of interest-rate increase + Interest-rate risk on regular benefits in connection with industrial injuries in the event of interest-rate increase + Share-price risk + Currency risk + Property risk + Credit and counterparty risk).

8. Total risk on assets: Calculated automatically as the sum of the above risk factors.

9. Interest-rate risk - life-assurance provisions: Transferred automatically from RG 04. IF (Worst-case scenario "decrease") THEN TRANSFER (Interest-rate risk on life-assurance provisions in the event of interest-rate decrease) OTHERWISE TRANSFER (Interest-rate risk on life-assurance provisions in the event of interest-rate increase).

10. Interest-rate risk - regular benefits in connection with industrial injuries: Transferred automatically from RG 04. IF (Worst-case scenario " decrease") THEN TRANSFER (Interest-rate risk on regular benefits in connection with industrial injuries in the event of interest-rate decrease) OTHERWISE TRANSFER (Interest-rate risk on regular benefits in connection with industrial injuries in the event of interest-rate increase).

11. Base capital after the scenario: Base capital before scenario less the part of the loss on the assets that the base capital is to bear and any part of the policyholders' loss that cannot be covered by the collective bonus potential and the bonus potential on the paid-up policy benefits (see above).

12. The solvency requirement after the scenario: The solvency requirement before the scenario + 0.04 * interest-rate risk on life-assurance provisions.

13. Three per cent of the provisions after the scenario: 0.03 * provisions + 0.03 * IF (Worst-case scenario "increase") THEN TRANSFER (Interest-rate risk on life-assurance provisions in the event of interest-rate increase) OTHERWISE TRANSFER (Interest-rate risk on life-assurance provisions in the event of interest-rate decrease).

14. Excess base capital to solvency requirement: Base capital after the scenario - The solvency requirement after the scenario + Three per cent of the provisions after the scenario.

15. Collective bonus potential after the scenario: Collective bonus potential before scenario less the part of the interest-rate risk on the life-assurance provisions that can be covered by the collective bonus potential less the total loss to the policyholders, if negative, this should be 0 however (see above).

16. Bonus potential on the paid-up policy benefits after the scenario: Bonus potential on paid-up policy benefits after an interest-rate change and before deduction of any losses that cannot be covered by the collective bonus potential, less the part of the policyholders' loss that cannot be covered by the collective bonus potential (see above).

17. Risk-adjusted solvency ratio: Base capital before scenario / (Solvency requirement before scenario - (0.03 * Total provisions) + (Base capital before scenario - Base capital after the scenario) + (0.04 * Interest-rate risk on life-assurance provisions)).

18. The company is in: IF (Excess base capital to solvency requirement in the red scenario ≤ 0) THEN ("red light") OR IF (Excess base capital to solvency requirement in the yellow scenario ≤ 0) THEN ("yellow light") OTHERWISE ("green light").

19. Base capital after the scenario: Base capital before scenario less the loss on assets and regular benefits in connection with industrial injuries.

20. The solvency requirement: Transferred automatically from RG 02. The solvency requirement before the scenario.

21. Excess base capital to solvency requirement: Base capital after the scenario - The solvency requirement.

22. The company is in: IF (Excess base capital to solvency requirementin the red scenario ≤ 0) THEN ("red light") OR IF (Excess base capital to solvency requirement in the yellow scenario ≤ 0) THEN ("yellow light") OTHERWISE ("green light").

RG 02 Basic information:

1.-4. See the guidelines.

5. Contribution fraction: The fraction is calculated automatically as the collective bonus potential before the scenario plus the sum of the life-assurance provisions in relation to the balance sheet. If the company applies another relative distribution between equity and the insurance portfolio, this should be stated.

6.-10. See the guidelines.

RG 03 Interest-rate risk – interest-bearing assets:

1.-6. See the guidelines.

7. Total: The sum of the interest-rate risk in the indicated interest-rate scenarios will be calculated automatically.

RG 04 Interest-rate risk – life-assurance provisions and regular benefits in connection with industrial injuries:

Interest-rate risk – life-assurance provisions
1.-12. See the guidelines.

13. Total guaranteed benefits: The sum of the guaranteed benefits and the total risk in the event of interest-rate increase and interest-rate decrease in the red and the yellow scenarios will be calculated automatically.

14. Total bonus potential on paid-up policy benefits: The sum of the bonus potential on paid-up policy benefits and the total risk in the event of interest-rate increase and interest-rate decrease in the red and the yellow scenarios will be calculated automatically.

15. Total bonus potential on future premiums: The sum of the bonus potential on future premiums and the total risk in the event of interest-rate increase and interest-rate decrease in the red and the yellow scenarios will be calculated automatically.

Interest-rate risk – regular benefits in connection with industrial injuries
16. See the guidelines.

RG 05 Share-price risk:

1. Shares: The risk in the red scenario will be calculated automatically as 12 per cent of the market value and in the yellow scenario as 30 per cent of the market value. 

2. See the guidelines.

3. Total: The total value change in shares and financial instruments in the two scenarios will be calculated automatically.

RG 06 Currency risk:

1.-8. See the guidelines.

9. Total: The sum of the net portfolios in the indicated currencies will be calculated automatically.

10.-11. The expected loss on the currency positions can be found by means of the Value-at-Risk spreadsheet which can be found (in Danish) at the Danish FSA website: www.finanstilsynet.dk (See the guidelines). 

12. See the guidelines.

13.-14. Total: The risk in the red scenario will be calculated automatically as Value-at-Risk at a safety level of 99 per cent plus eight per cent of the net portfolio of other currencies. The risk in the yellow scenario will be calculated automatically as Value-at-Risk at a safety level of 99.5 per cent plus twelve per cent of the net portfolio of other currencies.

RG 07 Property risk:

1. Properties: The risk in the red scenario will be calculated automatically as eight per cent of the market value and in the yellow scenario as 12 per cent of the market value.

2. Subsidiary property company: The risk in the red scenario will be calculated automatically as eight per cent of the market value and in the yellow scenario as 12 per cent of the market value.

3. Total: The total market value and risk in the two scenarios will be calculated automatically. 

RG 08 Credit and counterparty risk:

Credit risk:

1.-8. The unweighted amounts should be stated and automatically multiplied by the weights.

9. Total: The total weighted value of the positions in debt instruments will be calculated automatically. 

10. Total credit risk: The total credit risk will be calculated automatically as eight per cent of the total weighted amount.

Counterparty risk:

11.-20. See the guidelines.

21. Total: The total weighted value of the positions in contracts for derivative financial instruments will be calculated automatically. 

22. Total counterparty risk: The total counterparty risk will be calculated automatically as eight per cent of the total weighted amount.

RG 09 Risks in subsidiary companies:

1.-10. See the guidelines.
� Indberetninger/Regnskaber/Livsforsikring og pension/Indberetning af kapitalforhold og risici (trafiklys) or 


Indberetninger/Regnskaber/Skadesforsikring/Indberetning af kapitalforhold og risici (trafiklys).


� The amounts in items 11, 15 and 16 should be calculated in accordance with the Executive Order on the Contribution Principle (no. 1325 of 14 December 2004).


� The "bekendtgørelse om livsforsikringsselskabers og tværgående pensionskassers årsregnskaber" (executive order on annual financial statements of life-assurance companies and lateral pension funds (nationwide occupational pension funds)) (FN205 of 18/12/2002) or the "bekendtgørelse om skadesforsikringsselskabers årsregnskaber (executive order on annual financial statements of non-life insurance companies) (FN204 of 18/12/2002).


� The duration of a callable bond.


� Cf. sections 4-6 of the "bekendtgørelse om beregningsgrundlaget for hensættelser til dækning af løbende ydelser efter lov om sikring mod følger af arbejdsskade" (the Danish FSA executive order no. 963 of 2 December 2002 on the calculation basis for provisions to cover regular benefits pursuant to the Act on Protection against the Consequences of Industrial Injuries).


� Cf. sections 7-9 of the "bekendtgørelse om beregningsgrundlaget for hensættelser til dækning af løbende ydelser efter lov om sikring mod følger af arbejdsskade" (the Danish FSA executive order no. 963 of 2 December 2002 on the calculation basis for provisions to cover regular benefits pursuant to the Act on Protection against the Consequences of Industrial Injuries).


� Indberetninger/Regnskaber/Livsforsikring og pension/Value-at-Risk beregning or 


Indberetninger/Regnskaber/Skadesforsikring/Value-at-Risk beregning (only available in Danish).


� Until 1 January 2004 cf. section 128(1) of the Insurance Business Act.
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