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Executive Order no. 312 of 3 May 2005

The following shall be laid down pursuant to section 1(3); section 21(5) and section 373(4) of the Financial Business Act, cf. Consolidated Act no. 90 of 3 February 2005:  
Scope 

1.-(1) This Executive Order shall apply to life-assurance activities. 

(2) In this Executive Order, "insurance companies" shall mean life assurance companies and lateral pension funds (nationwide occupational pension funds) and branches with in Denmark of undertakings licensed for life-assurance activities in a country outside the European Union with which the Community has not entered into an agreement for the financial area, provided the branch is licensed by the Danish FSA. 

Technical interest rate 

2.-(1) When an insurance contract is established or changed, the rate(s) of interest (technical interest rate) used in the calculation of the premiums shall be selected with prudence. 

(2) The technical interest rate shall not exceed the maximum rate stipulated in subsections (3)-(4). 

(3) The maximum interest rate for insurance contracts established in Danish kroner (DKK) or in another currency shall be 2 per cent per annum including any guaranteed cost and safety margin which may be included in the technical interest rate, cf. however subsection (4). 
(4) The Danish FSA may for insurance contracts established in a currency other than Danish kroner (DKK) fix another maximum technical interest rate in accordance with article 20 of Directive 2002/83/EC of the European Parliament and of the Council concerning life assurance. 

3. An insurance company may not enter into an insurance contract in which said company precludes itself from changing the technical interest rate for future premium increases, bonus allotment, etc. for a period of more than one year. 

Exceptions and exemption provisions
4.-(1) The regulations in section 2(2)-(4) shall not apply to: 

1) an amendment to an insurance contract if the value of the future premiums less labour market contribution is not increased,
2) a premium increase regarding an insurance contract established as part of an employment contract, to the extent that said increase is equivalent to a previous premium reduction and to the extent that said increase is caused by the policyholder, after having been employed part-time or unemployed, becoming employed to a greater extent than before or becoming employed again,
3) recommencement of premium payments as regards an insurance contract after such payments have been interrupted for less than a year,
4) an insurance contract attached to collective investment funds and for which the insurance company has not accepted an investment risk,
5) a single-premium insurance contract with a maturity of no more than eight years,
6) an insurance contract without a right to bonus, and 
7) an annuity with no cash surrender value which is deferred for no more than three years.
(2) In the cases mentioned in subsection (1), nos. 1, 2 and 3, the technical interest rate may not exceed the technical interest rate hitherto applied under the contract. 

5.-(1) The Danish FSA may allow exemption from section 2(2)-(4) 
1) for transfer of a life-assurance portfolio from a Danish or Greenlandic undertaking, mergers or similar, cf. sections 204 and 252 of the Financial Business Act and part 8 of the Supervision of Company Pension Funds Act, 
2) for transfer of a life-assurance portfolio from a foreign or Faeroese undertaking to an insurance company covered by section 1(2), provided the transfer is authorised by a supervisory authority in the home country of the transferring undertaking, 
3) for continuing, amending, adjusting and similar existing insurance conditions, where the application of a higher technical interest rate will have an insignificant financial impact on the insurance company and where such application is reasonable and adequate for the individual policyholders in the company, and 
4) for instances where the insurance company is temporarily unable to comply with section 2(2)-(4) for technical reasons.
(2) In the cases mentioned in subsection (1), nos. 1, 2 and 3, the technical interest rate may not exceed the technical interest rate hitherto applied under the contract. 

(3) Exemption under subsection (1), no. 3 to use a technical interest rate of 3 per cent per annum requires that the total receipts and bonus allotments during the accounting year for insurance contracts which were established in accordance with this provision does not exceed two per cent of the insurance company’s total life-assurance provisions. A corresponding lower or higher limit shall apply for higher or lower technical interest rates.
(4) The Danish FSA may grant exemption from the provision in section 3 as regards insurance contracts where a promise of insurance benefits is given on the basis of future premium increases. This requires that the increases are specified at the establishment of the insurance contract as to time and size, so that the promise of insurance benefits gains real content and substance immediately on establishment of the contract.
Penalties
6.-(1) Any person violating section 2(2) and (3) shall be liable to a fine.
(2) Companies, etc. (legal persons) may incur criminal liability according to the regulations in

chapter 5 of the Criminal Code.
Entry into force and transitional provisions 

7.-(1) This Executive Order shall enter into force on 14 May 2005. 

(2) At the same time Executive Order no. 256 of 11 April 2005 on a Technical Interest Rate for Life Assurance Activities shall be repealed.
The Danish Financial Supervisory Authority, 3 May 2005
Henrik Bjerre-Nielsen

/Charlotte Møller
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1) This Executive Order contains provisions that implement parts of European Parliament and Council Directive 2002/83/EC of 5 November 2002 on life assurance (Official Journal 2002 L 345, p. 1). 
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