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Executive Order on Matching and Localisation1) 



Executive Order no. 40 of 20 January 1999


Executive Order no. 40 of 20 January 1999
 
The following shall be laid down pursuant to sections 130, 260(3) and 261 of the Insurance Business Act, cf. Consolidated Act no. 746 of 6 August 1996 and sections 48 and 71(4)-(5) of the Supervision of Company Pension Funds Act, cf. Consolidated Act no. 743 of 18 September 1997 with subsequent amendments:

1. This Executive Order shall apply to lateral pension funds (nationwide occupational pension funds), company pension funds and insurance companies with registered offices in Denmark.

2.-(1) "Matching" shall mean covering liabilities to be paid in a specific currency, cf. section 3, using assets in this currency, cf. section 4.

3. When determining in which currency an insurance company or a pension fund is required to settle its liabilities, the following regulations shall apply:

1) If the insurance sum is expressed in a specific currency, the insurance company or the pension fund shall settle its liabilities in said currency.

2) If the insurance sum is not expressed in a specific currency, the insurance company or the pension fund shall settle its liabilities in the currency of the country in which the risk is located, cf. section 5. The insurance company or the pension fund may, however, choose the currency in which the premium is expressed if there is a fair reason for such choice.

3) If damage is reported to an insurance company and compensation is to be paid in a specific currency which is not the one following from no. 1 or no. 2, the insurance company shall settle its liabilities in said currency, especially when the compensation to be paid by the insurance company has been determined by judgment or through an agreement between the insurance company and the policyholder.

4) If damage is assessed in a currency which the insurance company knows in advance, but which is not the one following from no. 1 or no. 2, the insurance company may settle its liabilities in said currency.

4.-(1) When determining the currency of an asset, the following regulations shall apply:

1) Bonds, debt instruments, mortgages, deposits in credit institutions and claims, which are otherwise equivalent to these, shall be regarded as expressed in the currency in which they are denominated.

2) Shares and other holdings shall be regarded as in the currency used in the country where the relevant undertaking is domiciled; cf. however subsections (2) and (3).

3) Real property shall be regarded as in the currency used in the country where the relevant property is located.

(2) For units in collective investments, holdings in venture capital companies or subsidiaries, or units in investment associations or special-purpose associations, the following shall apply: 

1) The value of units etc. may be distributed among different currencies in accordance with the distribution of the underlying assets under the regulations in subsection (1).

2) If no less than 80 per cent of the underlying assets are permanently expressed in a specific currency under the regulations in subsection (1), the unit may be regarded as being expressed in said currency.

3) If documentation for the distribution of the underlying assets is not available on an ongoing basis in accordance with the regulations in subsection (1), the currency in which the unit is expressed shall be regarded as indefinite.

(3) An asset in a specific currency under the regulations in subsections (1) and (2) may be converted to an asset in another currency by means of forward exchange contracts, currency option contracts, currency swaps or similar. For the purposes of matching, this shall require that the conversion is seen as a whole after direct and indirect taxes.

5.-(1) "The country in which the risk lies" shall mean:

1) the country in which the insured items are located, if the insurance covers either real property or real property and contents, to the extent that the contents are covered by the same insurance policy,

2) the country in which the registration is made, if the insurance relates to a means of transport for which registration is required, or

3) the country in which the policyholder entered into the agreement when this is of no more than four months' duration and pertains to risks in connection with travelling or holiday.

(2) In other situations than those mentioned in subsection (1), nos. 1-3, "the country in which the risk lies" shall mean the country in which the policyholder has his habitual domicile or, if the policyholder is a company etc., the country in which the company covered by the insurance contract is located.

6.-(1) No less than 80 per cent of the assets which, in accordance with section 128(1) of the Insurance Business Act, are applied to cover the total technical insurance provisions shall be matched in relation to each currency in which the provisions are to be settled.

(2) The provision of subsection (1) shall not apply to assets applied to cover technical insurance provisions for life-assurance contracts attached to investment funds when the company does not take an investment risk.

(3) The provision of subsection (1) shall apply correspondingly to company pension funds as regards the assets which, under section 49 of the Supervision of Company Pension Funds Act, are registered to cover the technical pension provisions.

(4) Compliance with the matching requirement of subsections (1) and (3) may be omitted if the liabilities in the relevant currency amount to less than seven per cent of the total technical insurance provisions in other currencies.

(5) The asset matching requirement as regards an EU currency other than EUR may be regarded as having been met if assets expressed in EUR are applied. The proportion hereof may not, however, constitute more than 50 per cent of the assets to cover the liabilities in the relevant currency under subsection (1).

(6) If a currency, which is not an EU currency, is subject to regulation or transfer restrictions, or for similar reasons is not suitable for investments to cover technical insurance provisions in this currency, an investment may be made in the other currency which exposes the insurance company or the pension fund to the least possible foreign-exchange risk.

7. Insurance companies or pension funds, which have insurance commitments in a currency other than DKK, may meet the matching requirement for said currency under section 6 by applying assets which are not included in the assets otherwise applied to cover the technical insurance provisions when the relevant assets are expressed in the same currency as the insurance commitments under the provisions of section 4, but not as a consequence of the limits of section 128(5)-(8) or section 129 of the Insurance Business Act or section 46a(3)-(6) or section 47 of the Supervision of Company Pension Funds Act, may be included in the assets applied to cover the technical insurance provisions.

8.-(1) The assets which, in accordance with section 128(1) of the Insurance Business Act, are applied to cover the total technical insurance provisions shall be present (localised) in a country which is an EU Member State or another country which has implemented the Council's Third Non-Life Insurance Directive or the Third Life-Assurance Directive, respectively.

(2) The assets which, under section 49 of the Supervision of Company Pension Funds Act, are registered to cover the technical pension provisions shall be localised in Denmark.

(3) The provisions of subsections (1) and (2) shall not apply to technical insurance provisions pertaining to risks lying outside the countries mentioned in subsection (1).

(4) For assets located outside the countries mentioned in subsection (1), the matching requirement may be regarded as having been met if the insurance company or the pension fund has ensured that the Danish FSA has access to restrict or prohibit the free disposal of the assets with a view to situations where the Danish FSA assesses that the financial situation of the insurance company or the pension fund is inadequate. 

9.-(1) Intentional or grossly negligent violation of section 6 or 8 shall be subject to a fine.

(2) Companies, etc. (legal persons) may incur criminal liability under the regulations laid down in chapter 5 of the Criminal Code.

10.-(1) This Executive Order shall enter into force on 5 February 1999.

(2) Executive Order no. 639 of 6 July 1994 on matching and localisation shall be repealed.

The Danish Financial Supervisory Authority, 20 January 1999
Henrik Bjerre-Nielsen

/Jørn Andersen

 
	Official notes  


1) This Executive Order contains provisions that implement parts of the following directives: Council Directive 73/239/EEC, Official Journal 1973 L 228 p. 3 (First Non-Life Insurance Directive); Council Directive 79/267/EEC, Official Journal 1979 L 63, p. 1 (First Life Assurance Directive); Council Directive 88/357/EEC, Official Journal 1988 L 172, p. 1 (Second Non-Life Insurance Directive); Council Directive 92/49/EEC, Official Journal 1992 L 228, p. 1 (Third Non-Life Insurance Directive); and Council Directive 92/96/EEC, Official Journal 1992 L 360, p. 1 (Third Life Assurance Directive).

