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Guidelines no. 9664 of 26 October 2005
Introduction
These guidelines pertain to the interpretation of Executive Order no. 779 of 11 August 2005 on the Technical Basis etc. for Company Pension Funds and Executive Order no. 781 of 11 August 2005 on Risk Weighting of the Solvency Requirement and Calculation of the Base Capital for Company Pension Funds.

Part I

Executive Order on the Technical Basis etc. for Company Pension Funds
Bonus

1. Bonus regulations according to which non-current pension commitments are adjusted so that the technical pension provisions are increased by either one rate for the part of the provisions that is covered by section 7(1) of the "pensionsafkastbeskatningsloven" (act on taxation on yields of certain pension scheme assets) and one rate for the remaining provisions, or by one common rate for all members are considered to be in accordance with section 17 of the Supervision of Company Pension Funds Act.

2. In pension schemes where the pension regulations stipulate a guaranteed adjustment of the current pensions according to a price or salary level, situations where the current pensions are not necessarily allotted a bonus in addition to this are considered to be in accordance with section 17(1) of the Supervision of Company Pension Funds Act. In other pension schemes, situations where all current pensions are adjusted by the same rate are considered to be in accordance with section 17(1). However, a special rate may be set for the part of the pensions that corresponds to technical pension provisions covered by section 7(1) of the "pensionsafkastbeskatningsloven" (act on taxation on yields of certain pension scheme assets).
Technical basis, etc. for pension funds with less than 50 members
3. A pension fund which, after 22 September 2005, falls below 50 members must, in the technical basis etc., take appropriate account of the increased risk consequential upon the pension fund's limited possibility of balancing individual risks between the members as a consequence of the low membership, cf. section 12(3) of the Executive Order. This may be done for example by
1) the pension fund taking account of the increased risk in the calculation basis applied by the pension fund when determining pension contributions and pension benefits, cf. section 2 of the Executive Order, and in the calculation basis applied by the fund for calculation of the technical pension provisions respectively, cf. section 12 of the Executive Order,

2) the pension fund establishing reinsurance to a sufficient extent, or
3) the undertaking linked to the pension fund providing collateral for extraordinary receipts, eg. in the form of a bank guarantee.

Application of probability of retirement
4. A pension fund may choose to apply the probabilities of retirement mentioned in section 10(7) and section 15 of the Executive Order. Application of the probabilities of retirement mentioned may not necessarily be continued in a life-assurance company or a lateral pension fund (nationwide occupational pension fund), if the pension fund decides at a later time to seek to transfer the portfolio thereto.

Transfer regulations
5. In order to live up to the explanatory notes to the Act, cf. Act no. 326 of 24 May 1989, stating that when regulations are drafted for company pension funds the greatest possible extent of parallelism in relation to the regulations laid down for life-assurance companies and lateral pension funds (nationwide occupational pension funds), a pension fund's regulations concerning transfer in connection with transition to another employment are considered to be in accordance with section 17 of the Supervision of Company Pension Funds Act, if the regulations have been drafted in accordance with the regulations shown in the Danish FSA report for 1988, Annex 2, pages 12-15 (cf. annex 1 of these guidelines).

6. Notwithstanding paragraph 5, a defined-benefit pension scheme, cf. section 5(1), no. 1, may receive a contribution which as a maximum brings the pension commitment up to the same level as the largest commitments the pension scheme otherwise makes.

7. The regulations in paragraphs 5 and 6 apply correspondingly in connection with a transfer of ownership or reorganisation of an undertaking.

8. The voluntary agreements on transfer of pensions during reorganisation of undertakings etc. and on transfer of pension schemes between companies in connection with an insured party's transition to another employment (mandatory and voluntary schemes) are deemed to comply with the requirements laid down in paragraphs 5-7. It is, however, emphasised that the pension fund must apply the regulations described in paragraphs 5-7, even in relation to mandatory pension schemes with annuity payments established in a life-assurance company or a pension fund not participating in the agreements mentioned.

Part II

Executive Order on Risk Weighting of the Solvency Requirement and Calculation of the Base Capital for Company Pension Funds
Technical pension provisions
9. When calculating the technical pension provisions mentioned in section 2 of the Executive Order, the part of the pension commitments covered in a life-assurance company and the premiums the pension fund pays to the insurance company are not included in the calculation of the technical pension provisions, cf. section 10(4) of the Executive Order on the Technical Basis etc. for Company Pension Funds.

Part III

Entry into force
10. These Guidelines enter into force on 1 November 2005. At the same time the Danish FSA Guidelines no. 9014 of 3 January 2003 on the technical basis etc. of company pension funds are repealed.

Annex 1
Excerpt from the Danish FSA's report for 1998, annex 2, pages 12-15
	Transfer regulations:

	

	These regulations apply to Danish life-assurance companies, general agents for foreign insurance companies carrying out life-assurance activities in Denmark and pension funds covered by the Insurance Business Act

	

	In the following, "companies" means life-assurance and pension-insurance companies, general agencies and lateral pension funds (nationwide occupational pension funds). "Pension schemes" means pension insurance and pension-fund schemes.

	

	1.
	Transfer regulations apply in connection with individual transition to another employment (change of jobs)1)/NREF/SN501/1)/ if the pension schemes of both the surrendering and the receiving company meet the following two conditions:

	
	

	
	1.1
	Pension scheme with regular payments out, either ordinary scheme covered by section 2, no. 4, a-d of the "pensionsbeskatningsloven" (tax on pensions act), scheme with guaranteed benefits meeting the conditions of section 5 of the "pensionsbeskatningsloven" (tax on pensions act), or scheme covered by the transfer regulations of section 7 of the "pensionsbeskatningsloven" (tax on pensions act).

	
	
	

	
	1.2
	The pension scheme is mandatory, ie. the scheme was established as part of an employment relationship where an employer is to ensure a pension for its employees following fixed criteria in accordance with an agreement (contract with a company or in accordance with a collective agreement).

	
	
	

	2.
	A company is obliged to take over a pension scheme from another company if all the conditions mentioned in 2.1 – 2.3 below are met:

	
	

	
	2.1
	The employee is, because of a job change, employed with an employer requiring that any pension scheme is to be established in a specific company in accordance with an existing pension agreement between the employer and the relevant company or in accordance with a collective agreement. The transferred pension scheme must be included as a part of the pension scheme in the receiving company.

	
	
	

	
	2.2
	The receiving company's scheme does not deviate significantly from the surrendering company's scheme as regards risk, and the health information the employee has provided to the receiving company on the transfer is satisfactory.

	
	
	

	
	
	Renewed health assessment may be carried out if the new pension scheme deviates significantly from the old pension scheme in one of the following two areas:

	
	
	

	
	
	2.2.1
	The risk sum is increased by no less than 25 per cent. If there are options in the new pension scheme, the risk increase is to be assessed in relation to the maximum cover it would be possible to obtain in the new pension scheme without supplementary health information. However, the requirements for health information may not be more extensive than the requirements for employees without a previous pension scheme who are being enrolled in the new scheme.

	
	
	
	

	
	
	2.2.2
	More extensive health information is required on admission to the new pension scheme than on admission to the former pension scheme. For this purpose, health information is divided into 4 types: 1) health certificate, 2) health declaration, 3) summary health declaration and 4) no health information. The health certificate contains the most comprehensive health information, then the medical records, and so on. A finished waiting period does not give the same status as provision of health information.

	
	
	
	

	
	2.3
	The employee has signed a declaration containing an acceptance of the transfer of the pension scheme.

	
	
	

	3.
	The surrendering company is required to inform the recipient company of all necessary and contract-related information about the relevant pension scheme, including previously provided health information.

	
	

	4.
	Before the transfer, the surrendering company is required to make a deduction in the net reserve of DKK 850, subject however to a maximum of 7 per cent of the net reserve. The deduction should be adjusted corresponding to the FEE laid down in the calculation basis (G 82).

	
	

	
	The recipient company may not lay down any fee.

	
	

	5.
	On transfer of a pension scheme, the surrendering company is obliged to transfer the pension scheme's net reserve calculated using the technical basis, cf. section 30(1) of the Insurance Business Act, and the bonus linked to the pension scheme subject to the deductions mentioned above in 4 (tariff arrangements). The recipient company is obliged to receive the net reserve calculated on the technical basis, cf. section 30(1) of the Insurance Business Act, as well as the bonus linked to the pension scheme subject to the deductions mentioned above in 4 (tariff arrangements). The value of any voluntary contribution by the employee to the pension scheme is not covered by the transfer. As regards non-tariff arrangements, there is an obligation to transfer a corresponding value (ie. the net premium reserve corresponding to the company's liability).

	
	

	6.
	In order for the transfer regulations to apply, a request for transfer must have been made to the surrendering company no later than 12 months after termination of employment.

	
	

	7.
	The transfer should take place on the first day of the month after the employee has accepted the transfer, but no earlier than at the time of the employee's admission to the recipient company. The amount should be transferred in cash as at the date mentioned: with a time limit for payment of 14 days. The risk of the surrendering company is maintained until the transfer date, unless otherwise agreed. The transfer should, however, not take place if the employee dies before the date of transfer, becomes entitled to a disability pension or pension dependent on age.

	
	

	8.
	The transfer regulations do not prevent the company from, subject to approval by the Danish FSA, laying down more liberal regulations or from entering into more liberal mutual agreements.





+++NOTER+++

/NPKT/SN501/1)/ Thus, the transfer regulations do not apply in connection with mergers, demergers and company transfers etc. Taking up the new employment does not have to be effected in immediate continuation of the previous employment, but a request for a transfer must be made before the time limit of 12 months mentioned in item 6.

---NOTER---

1) Thus, the transfer regulations do not apply in connection with mergers, demergers and company transfers etc. Taking up the new employment does not have to be effected in immediate continuation of the previous employment, but a request for a transfer must be made before the time limit of 12 months mentioned in item 6.





