Gefion Insurance A/S
Østergade 10, DK-1100 Copenhagen K
CVR No. 36016493

Additional/restated information for
Half-Year Report 2018

Table of Contents
COMPANY INFORMATION .................................................................................................................................. 3
OVERVIEW OF ADDITIONAL/RESTATED INFORMATION .......................................................................... 4
MANAGEMENT’S REVIEW ................................................................................................................................... 5
STATEMENT BY THE MANAGEMENT............................................................................................................... 9
INCOME STATEMENT FOR THE PERIOD 1 JANUARY – 30 JUNE 2018 .................................................. 10
BALANCE SHEET AT 30 JUNE 2018 ............................................................................................................... 11
STATEMENT OF CHANGES IN EQUITY .......................................................................................................... 13
NOTES ................................................................................................................................................................... 14

2

Company Information
The Company

Gefion Insurance A/S
Østergade 10, 4.
DK-1100 Copenhagen K
Telephone: +45 70 60 69 00
E-mail: info@gefioninsurance.com
Web: www.gefioninsurance.com
CVR No.: 36 01 64 93
Reg. No.: 53117
Established: 2 June 2014
Financial year: 1 January – 31 December

Board of Directors

Jørn Anker-Svendsen (Chairman)
Antoine Roland Spillmann (Vice Chairman)
Troels Knut Rørbæk Askerud
Robert Aron Robertson

Board of Executive

Tonny Anker-Svendsen

Auditor

PricewaterhouseCoopers
Statsautoriseret Revisionspartnerselskab
Strandvejen 44
DK-2900 Hellerup

Banks

Nykredit A/S
Danske Bank A/S
Jyske Bank A/S

3

Overview of additional/restated information

Additional/restated information for the half-year report 2018
On the 8th of April 2019, Gefion Insurance A/S received an order from the Danish Financial Supervisory
Authority regarding recognition of a deferred tax asset in the Annual Report for 2017 as well as the halfyear report for 2018 (“the Order”). More information about the effect of the additional/restated
information is provided in note 2, sub-section “Correction of material error” on page 15.
In addition, Gefion Insurance A/S was required to provide a sufficient description of the risks and
uncertainties that the Company is subject to in the remaining 6 months of the financial year 2018. As a
result, the previously published half-year report for 2018 is not correct and Gefion Insurance A/S has
restated the half-year report for 2018 in accordance with the Order.
In addition to the above, Gefion Insurance A/S has extended the description of risk factors, see note 3 in
this half-year report.
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Management’s Review

Main activity
Gefion Insurance A/S’s main activity is to write direct and assumed non-life insurance risks in the EU
through insurance brokers and insurance agents. The Company is primarily targeting short tail business
with low catastrophe exposure and attractive loss ratios.
The operational model is based on a high degree of outsourcing of labor-intensive processes thus
making it highly scalable. This is reflected in the fact that most of the sales and distribution of insurance
products is carried out by insurance brokers and insurance agents – operating under and in compliance
with strict guidelines from Gefion Insurance A/S. Gefion Insurance A/S and its advisors regularly audit
all outsourced activities.
The Company can write business as published on the homepage of the Danish Financial Supervisory
Authority (“DFSA”) (ftnet.dk).
The majority of the shares are held by the management team and the remainder by a Swiss partner.

Development in 2018
The Company continues to pursue the policy of entering into portfolios of insurance products with
reputable and established agents who have several years of proven records of accomplishment – both
in terms of premium income and loss ratio. This has led to gross written premiums of MDKK 1,204
(2017: MDKK 750.7) in the first six months of 2018, which is above the expectations.
The gross written premiums are coming from 20 Binders in UK, Ireland, Poland, Germany, France,
Denmark and Italy.
Premium income net of quota share reinsurance and excess of loss reinsurance amounted to MDKK
160.8 in 2018 compared to MDKK 137.0 in 2017.
The underwriting result amounted to a profit of MDKK 7.4 compared with a profit of MDKK 21.9 in 2017.
The underwriting result is considered to be acceptable with a combined ratio of 99.3 (2017: 96.3)
representing a worsening from 2017 of 3.4.
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Management’s Review

The half-year results reflect the seasonality of the business. While net earned premiums are relatively
stable from month to month, underwriting results vary significantly by months as they are affected by
changes in weather conditions. The cold winter weather in late February and early March across Europe
have led to increased claims costs on the Motor business due to snow and ice.
The gross expense ratio before acquisitions costs was 3.9 in 2018 and 4.7 in 2017. The improvement
can primarily be explained by an increase in gross earned premiums by 73% compared to 2017. The
operating expenses has increased to MDKK 39.7 in 2018 an increase of MDKK 12.1 compared to 2017.
The Company has continued its focus on improving the organization, it infrastructure and governance
etc. which has led to a general increase in the operating expenses.
The return on investments represents a loss of MDKK 4.4, of which MDKK 3.1 relates to interest
payments on subordinated loans etc.
The year shows a net income of MDKK 4.3 compared to a profit of MDKK 18.3 in 2017.

Capital and Solvency
The share capital was increased in May 2018 by MDKK 14.9 and then amounts to MDKK 108.1. The
equity amounted to MDKK 90.9 after transfer of the net profit for the period.
The solvency capital requirement (“SCR”) of Gefion Insurance A/S is calculated based on a full
implementation of the Solvency II regulation, using the standard model, and amounts to MDKK 144.5 at
30 June 2018 and eligible own funds to meet SCR of MDKK 179.7. This results in a Solvency ratio of 1.24.

Risk and Uncertainties
There are no significant uncertainties as to the values set out in the income statement and balance sheet.
Regarding accounting estimates and judgements reference is made to note 2.
Furthermore, it is an integral part of Gefion Insurance A/S’s business model to protect the policyholders
and the capital base by ceding 70-90% of its risk to quota share reinsurance and buy excess of loss
reinsurance coverage limiting Gefion’s maximum single claim loss to an amount of EUR 500k. Because
of the Company’s very limited risk exposure, large claims will only affect the Company’s financial
performance marginally.
Gefion Insurance A/S only buys reinsurance coverage from international reinsurance companies with a
minimum rating of A- (“S&P”) and with local market knowledge.
Gefion Insurance A/S will only assume new business provided such opportunities have been assessed
by and passed with the approval of the Company’s underwriting committee – an advisory panel. The
underwriting committee consists of four external non-executives with substantial experience from
direct insurance, assumed insurance, insurance agencies and actuarial knowledge.
Gefion Insurance A/S’ results for the full year 2018 will continue to be sensitive to the development in
the financial conditions and economic factors. Furthermore, the underwriting results will primarily
depend on the trend in the frequency and severity of claims as well as weather related claims related to
its motor business.
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Management’s Review
As Gefion Insurance A/S writes a significant share of the business in the United Kingdom, the Company
is exposed to the outcome of the forthcoming Brexit negotiations. There are both risk and uncertainties
related to the outcome of the Brexit negotiations, which can have an impact on the underwriting, results
of operations, financial conditions and economic factors etc.
The Executive Management does not consider it appropriate to make any statement as to the expected
development of the interest rate and currency rate as well as the outcome of the Brexit negotiations and,
consequently, to the expected values adjustment for the remaining six months of the financial year.

Expectations for 2018
Gefion Insurance A/S expects a continued positive development of the Company’s activity level with a
further increase in premium income and a positive result. The Company expects a positive underwriting
result and net result in the level of MDKK 20-25 for 2018.

Events after the balance sheet date
No events of material importance to the company’s financial positions or business affairs have occurred
subsequent to 30 June 2018.

Risk information
Regarding Risk factors references is made to note 3.
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Management’s Review
Employees
The Boards of Directors and Executives and our core staff, totaling 22 people, have collected more than
100 years of insurance and banking experience, and are actively empowered to share and utilize this
knowledge to help our insurance brokers and insurance agents and thus our insurance customers.

Remuneration structure
Gefion Insurance A/S’s remuneration policy is intended to optimize long-term value creation at a group
level. In accordance with Section 77(d) of the Danish Financial Business Act and Section 139 of the
Danish Companies Act, the Annual General Meeting has adopted the “Remuneration policy”.
Besides salary policy, the remuneration policy also includes pension policies. The remuneration policy
covers Board of Directors and Management.
The remuneration of Management is based upon a fixed basic salary without any pension contribution.
Gefion Insurance A/S has standard pension commitments towards the Executive Management and no
type of pension compensation on retirement is granted to any other staff.
Individual bonuses or other types of variable salary are as a general rule not paid. The determination of
the fixed basic salary paid to Management is based on a specific assessment of the individual employee.
In its assessment, Gefion Insurance A/S includes, among other factors, the employees position,
characteristics and performance.

Audit committee
The Board of Directors of Gefion Insurance A/S acts as Audit Committee for the Company.
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Income statement for the period 1 January – 30 June 2018

DKK ‘000

30.06.2018

30.06.2017

1,203,621
-1,038,806
-170,875
-3,167
-6,267
176,289
160,794

750,647
-605,148
-161,178
3,027
-995
150,681
137,034

-399,522
310,900
-351,462
242
316,952
-122,890
-247,962
-39,698
257,140
-30,519
7,386

-146,174
106,027
-213,018
-3,186
153,914
-102,437
-148,939
-27,575
163,802
-12,712
21,885

-19
1,333
-2,240
-2,951
-366
-4,243
-2

-236
1,181
-3,014
-1,569
-3,638
-

-4,244

-3,638

Other income
Net result before tax
Tax on net result
Net result for the period

1,185
4,327
4,327

95
18,342
18,342

Statement of comprehensive income
Net result for the period
Other comprehensive income
Total comprehensive income for the period

4,327
4,327

18,342
18,342

Proposed distribution of profit
Transferred to retained profit or deficit

4,327

18,342

Note
Gross premiums
Ceded premiums
Change in gross premium provisions
Change in risk margin
Changes in profit margin
Change in ceded premium provisions
Premium income net of reinsurance, total
Gross paid claims
Ceded paid claims
Change in gross claims provisions
Change in risk margin
Change in ceded claim provisions
Cost of claims net of reinsurance, total
Acquisition costs
Administration expenses
Reinsurance commission and profit participations with reinsurers
Insurance operating costs net of reinsurance, total
Insurance technical results
Income from affiliated companies
Interest income and dividend etc.
Currency and marketable securities adjustments
Interest expenses
Administrative expenses relating to investment activities
Return on investments, total
Return and revaluations, insurance provisions
Return on investments after return and revaluations of Insurance
provisions
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Balance sheet at 30 June 2018
Assets
DKK ’000

30-06-2018 31-12-2017

Note
Software
Intangible assets, total

2,109
2,109

2,480
2,480

Office equipment etc.
Leasehold improvements
Tangible assets, total

1,100
3,369
4,469

1,423
1,663
3,086

8
8

8
8

Equities
Bonds
Other financial investments assets, total

18
152,929
152,947

18
224,817
224,835

Investment assets, total

152,955

224,844

744,229
822,496
1,566,725

571,004
507,318
1,078,322

288,654
273,828
562,483

212,292
125,529
337,821

2,877
2,357
2,134,441

4,318
1,883
1,422,344

Deferred tax assets
Cash and bank deposits
Other
Other assets, total

94,893
107
94,999

161,111
107
161,218

Accrued interest income
Other prepayments
Prepayments and accrued income, total

4,125
21,742
25,866

2,166
16,121
18,288

2,414,841

1,832,261

Shares in affiliated companies
Investments in affiliated companies, total

Reinsurer's share of premium provisions
Reinsurer's share of claim provisions
Reinsurer's share of provision for insurance contracts, total
Amounts receivable from policy holders
Amounts receivable from intermediaries
Amounts receivable - direct insurance contracts, total
Amounts receivable from affiliated companies
Other amounts receivable
Amounts receivable, total

Assets, total
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Balance sheet at 30 June 2018
Liabilities and Equity
DKK ’000

30-06-2018 31-12-2017

Note
Share capital
Retained earnings
Equity, total

108,071
-17,219
90,852

93,166
-21,546
71,620

Subordinated loan
Subordinated loans, total

71,085
71,085

71,093
71,093

Premium provisions, gross
Profit margin
Claims provisions, gross
Risk margin
Technical provisions, total

821,479
31,211
1,011,904
15,029
1,879,623

654,159
24,944
662,051
12,103
1,353,257

Provisions total

1,879,623

1,353,257

-8,753
364,258
-1,534
4,102
358,072

33,282
288,826
3,340
325,448

15,209

10,843

2,414,841

1,832,261

Amounts payable in connection with direct insurance
Amounts payable in connection with reinsurance
Amounts payable to affiliated companies
Other payables
Liabilities other than provisions, total
Accruals and deferred income
Liabilities and Equity, total
1
2
3

Financial highlights and key figures
Accounting policies
Risk factors
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Statement of changes in equity

30 June 2018 (DKK ’000)

Shareholders's equity at 31 December 2017

Share capital

93,166

Retained
earnings

Total

-21,546

71,620

Profit for the period

-

4,327

4,327

Other comprehensive income

-

-

-

Total comprehensive income

93,166

Increase in share capital in 2018

14,905

-

14,905

-

-

-

Allocation to the owners
Shareholders's equity at 30 June 2018

31 December 2017 (DKK ’000)

Shareholders's equity at 31 December 2016
Impairment of deferred tax asset
Profit for the period
Other comprehensive income
Total comprehensive income
Increase in share capital in 2017
Allocation to the owners
Shareholders's equity at 31 December 2017

108,071

Share capital

55,980
55,980
37,186
93,166

-17,219

-17,219

Retained
earnings
-26,231
-6,907
11,592
-21,546
-21,546

75,947

90,852

Total

29,749
-6,907
11,592
34,434
37,186
71,620
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Notes
Note 1 - Financial highlights and key figures
DKK ’000
Gross premium income
Gross claims incurred
Total insurance operating costs
Result of ceded business
Insurance technical result
Return on investments after insurance technical interest
Net result for the year
Run-off result, net of reinsurance
Total insurance technical provisions
Total insurance assets
Total equity
Total assets
Key ratios:
Gross claims ratio
Gross expense ratio
Reinsurance ratio
Combined ratio
Operating ratio
Relative run-off result
Return on equity after tax
Solvency ratio (unaudited)

HY
2018

HY
2017

HY
2016

HY
2015

1,023,311
-750,742
-287,659
22,475
7,386
-4,244
4,327
-736
1,879,623
2,129,207
90,852
2,414,841

591,501
-362,378
-176,514
-30,724
21,885
-3,638
18,342
-22,805
1,353,257
1,416,143
71,620
1,832,261

10,037
-5,996
-29,684
-928
-26,573
-513
-21,089
27
16,181
16,530
29,749
97,437

-8,520
-8,520
108
-6,435
47,454
53,896

73.4%
28.1%
-2.2%
99.3%
99.3%
-0.1%
5.3%
1.24

61.3%
29.8%
5.2%
96.3%
96.3%
-57.5%
34.7%
1.14

59.7%
295.7%
9.2%
364.7%
382.0%
0.0%
-49.0%
1.50

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Gross claims ratio

(Gross claims incurred/Gross premium income)*100

Gross expense ratio

(Total insurance operating costs/Gross premium income)*100

Reinsurance ratio

(Result of ceded business/Gross premium income)*100

Combined ratio

(Gross claims ratio+Expense ratio+Reinsurance ratio)

Operating ratio

(Combined ratio, where allocated return on investments is added to the Gross
premium income)

Relative run-off results

(Run-off results compared to reserves at the beginning of the run-off)

Return on equity

(Result for the year/The average equity)*100

Solvency ratio

(Base capital/Capital requirement)
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Notes
Note 2 - Accounting policies
The Half-Year Report is presented in accordance with the Financial Business Act and the accounting
regulations stipulated for insurance companies issued by the Danish FSA.
Compared to the Annual Report 2017, there has been no changes in accounting policies. The Half-Year
Report covers the period 1 January – 30 June 2018 and is presented in DKK ‘000.
The Half-Year Report has not been reviewed or audited.
Accounting estimates and judgments
In the preparation of the accounts for Gefion Insurance A/S, estimates and judgments have been used
which affect the value of assets and liabilities and consequently the financial results.
Such estimates and judgments are most material to the following sections of the accounts:
Provisions for outstanding claims and related reinsurance recoveries
The Company’s estimate for reported and unreported claims and the resulting provisions and related
reinsurance recoverable are continually monitored and updated based on the latest available
information. Adjustments resulting from the ongoing review are reflected in the income statement. The
process relies upon the basic assumption that past experience, adjusted for the effect of current
developments and likely trends, is an appropriate basis for predicting future events. Estimation of
claims provisions is a complex process, however, and significant uncertainty exists as to the ultimate
settlement of these liabilities.
The provision risk is significant, in particular for Lines of Business with a long period of settlement of
claims. Over the period of settlement, the levels of compensation could be significantly affected by any
changes in legislation, case-law or practice in the award in of claims adopted. The estimates made are
based on assumptions and to a high degree calculated by benchmarking to market data which the
management finds justifiable but uncertain and Others may come to another estimate using different
assumptions, parameters and/or methods.
The most critical estimate included in the Company’s financial position is the estimate for provisions of
gross and net claims incurred but not reported. The total estimate is included within technical
provisions in the balance sheet.
Seasonality
The business that the Company writes, primarily Motor, is seasonal in nature. While net earned
premiums, are more stable from quarter to quarter, the underwriting income can be driven by weather
conditions which may vary significantly by quarters.
Correction of material error
In April 2019, Gefion Insurance A/S received an order from the DFSA regarding recognition of a deferred
tax asset in the Annual Report for 2017 as well as the half-year report for 2018 (“the Order”).
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Notes
Consequently, Gefion Insurance A/S was required to restate the result for the half-year ending 30 June
2018 and at 1 January 2018. The restatement impacts the comparatives and the opening balance as
follows:
•

The deferred tax assets recognised in the balance sheet of MDKK 4.0 at 30 June 2018 has been
written off. This amount reduces the equity at 30 June 2018 with the same amount.

•

The deferred tax assets recognised in the balance sheet of MDKK 5.0 at 31 December 2017 has
been written off. This amount reduces the equity at 31 December 2017.

•

The net income in 2017 is MDKK 1.9 higher due to changes in the assumptions for recognition
of deferred tax assets in the balance.

•

The equity for 1 January 2017 has been reduced by MDKK 6.9 due to impairment of the deferred
tax assets.

Below is an overview of how income statement and balance sheet items, statement of changes in equity
and notes related to the half-year report 2018 are affected by the error.

Income statement and statement of comprehensive income
Original
Adjusted
Tax on the result
-952
0
Net result for the half-year
3,375
4,327
Total comprehensive income for the half-year

Deferred tax assets
Other assets, total
Assets, total
Retained earnings
Equity, total
Liabilities and Equity, total

3,375
Balance
Original
3,998
98,997
2,418,839
-13,221
94,850
2,418,839

Adjusted

952

0
94,999
2,414,841
-17,219
90,852
2,414,841

Difference
-3,998
-3,998
-3,998
-3,998
-3,998
-3,998

Adjusted
71,620
-17,219
90,852

Difference
-4,950
-3,998
-3,998

Financial highlights and key figures
Original
Adjusted
3.9%
5.3%
127
124

Difference
1,4%
3

Statement of changes in equity
Original
Shareholder's equity at 31 December 2017
76,570
Retained earnings
-13,221
Shareholder's equity at 30 June 2018
94,850

Return on equity after tax
Solvency ratio (unaudited)

4,327

Difference
952
952
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Notes
General
Recognition and measurement
Revenues are recognised in the income statement as earned. Furthermore, value adjustments of
financial assets and liabilities measured at fair value or amortised cost are recognised. Moreover, all
expenses incurred to achieve the earnings for the period are recognised in the income statement,
including depreciation, write-downs, provisions and reversals due to changed accounting estimates of
amounts previously recognised in the income statement.
Assets are recognised for in the balance sheet, when it is likely, that future financial advantages will flow
to the company, and the values of the assets can be measured in a reliable way.
Liabilities are recognised in the balance sheet, when the company has a legal or actual liability, as the
consequence of an earlier occurrence, and when it is likely, that future financial benefits will be deducted
by the company, and the value of the liability can be measured in a reliable way. Income is accounted for
in the income statement when it is earned, whereas costs are accounted for with the amounts, which
can be related to this accounting period.
Value adjustments of financial assets and liabilities are accounted for in the income statement, unless
otherwise stated above.
Recognition and measurement take into account predictable losses and risks occurring before the
presentation of the Half-Year Report, which confirm or invalidate affairs and conditions existing at the
balance sheet date.

Currencies
Transactions in foreign currencies are translated at the exchange rates at the dates of transaction. Gains
and losses arising due to differences between the transaction date rates and the rates at the dates of
payment are recognised in financial income and expenses in the income statement.
Receivables, payables and other monetary items in foreign currencies that have not been settled at the
balance sheet date are translated at the exchange rates at the balance sheet date. Any differences
between the exchange rates at the balance sheet date and the transaction date rates are recognised in
financial income and expenses in the income statement.

Insurance contracts
The Company writes contracts which transfer insurance risks.
An insurance contract is a contract under which the insurer accepts significant insurance risk from the
policyholder by agreeing to compensate if a specified uncertain future event adversely affects the
policyholder. Insurance risks is always considered to be material in non-life insurance.
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Notes
Income Statement
Premium income net of reinsurance
Gross premiums are the premiums which the Company in the accounting period has received, paid or
has posted as receivables and payables for direct and indirect insurance contracts, where the insurance
period has started before the end of the accounting period. Net premiums are gross premiums with
deduction of premiums ceded to reinsurance companies according to reinsurance contracts entered
into.
Premium income, net of reinsurance, is the gross premiums adjusted for the movements in unearned
premium provisions less deferred acquisitions cost, profit margin and the part of risk margin
attributable to unearned premium provisions, and less reinsurers share. This means that the premiums
are being recognized in line with the distribution of the risk over the period of cover.
Cost of Claims net of reinsurance
Claims incurred contains claims paid during the period adjusted for movements in claims provisions
corresponding to known and anticipated unknown claims relating to the period and less reinsurers’
share. Also included is any change in the part of the risk margin attributable to claims provisions.
Amounts to cover expenses for surveying and assessment and other direct and indirect administrative
costs, etc. associated with claims handling are included in the cost of claims. In addition, the item
includes run-off results regarding prior years.

Insurance operating costs net of reinsurance
Insurance operating costs which relate, either directly or indirectly, to the acquisition and renewal of
the portfolio are included in the acquisition costs. Commissions paid to agents and brokers are generally
recorded in the income statement on the date the insurance takes effect.
Administration expenses comprise other cost incurred in the administration of the portfolios including
rent, staff costs, IT costs, levies etc. The administration expenses are accounted for on an accrual basis.
Depreciation is included in the administration expenses.
Reinsurers commissions have been accounted for on an accrual basis over the insurance contracts’
period of cover. Overrider commissions from reinsurers are taken to income when the insurance
contracts have been written and are subsequently adjusted to reflect best estimate in accordance with
the reinsurance agreements.

Return on Investments
Interest, dividends etc. comprise all interest, dividends etc. earned in the accounting period. Unrealised
and realised gains and losses on investments assets are included in the revaluations, which also includes
foreign exchange rates adjustments. Interest expenses includes interest payments on subordinated
loans.
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Notes
Administrative expenses relating to investment activities comprise the cost of asset management
including transactions costs and amortization of costs associated with raising subordinated loan.

Income from affiliated companies
The income statement includes the proportionate share of the net profits of the individual subsidiaries
after full elimination of internal profit/loss.

Tax on net result and deferred tax assets
Tax for the period, which consists of current tax for the period and changes in deferred tax is recognised
in the income statement by the portion attributable to the income statement for the period and
recognised directly on equity by the portion attributable to entries directly on equity.
The current tax payable or receivable is recognised in the balance sheet, stated as tax calculated on this
period’s taxable income adjusted for prepaid tax.
Deferred tax is recognised on all temporary differences between the carrying amount and tax-based
value of assets and liabilities.
Deferred tax assets, including the tax base of tax loss carry forwards, are recognised in the balance sheet
at their estimated realisable value either as a set-off against deferred tax liabilities or as net tax assets.
The actual tax is distributed between any jointly taxed Danish subsidiaries in relation to their taxable
income (full distribution with reimbursement of taxable losses). The jointly taxed companies are part of
the on-account tax system.

Balance sheet
Intangible assets
Intangible assets are measured at cost less accumulated depreciation/amortisation and impairment
losses calculated based on the expected useful lives of the assets.
The following useful lives are applied to the individual assets:
•

Software

3-5 years

Tangible assets
Leasehold improvements and office furniture etc. are measured at cost less accumulated depreciation
and less any accumulated impairment losses.
Cost comprises the cost of acquisition and expenses directly related to the acquisition up until the time
when the asset is ready for use.
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Notes
Depreciation based on cost reduced by any residual value is calculated on a straight-line basis over the
expected useful lives of the assets, which are:
•
•

Leasehold improvements
Office furniture etc.

up to 10 years
up to 10 years

Shares in affiliated companies
Shares in affiliated companies are measured under the equity method according to the accounting
policies of the Parent Company with deduction or addition of unrealized intercompany profits and
losses and with addition or deduction of the remaining value of positive or negative goodwill stated
under the acquisition method.
Investments in group enterprises are measured in the balance sheet at the proportionate share of the
net asset value of the enterprises stated under the accounting policies of the Parent Company with
deduction or addition of unrealized intercompany profits and losses.
Group enterprises with a negative net asset value are recognized at DKK 0, and any receivables from
these enterprises are written down by the Parent company's share of the negative net asset value to the
extent they are considered irrecoverable. If the negative net asset value exceeds the receivables, the
remaining amount is recognized under liabilities to the extent that the Parent company has a legal or
constructive obligation to cover the negative balance of the enterprise.

Financial assets
Financial assets are measured at fair value with any adjustment in value taken to the income statement.
The calculation at fair value is based on the listed price of the transactions in active markets. If there is
an active market for bonds etc., the measuring is generally based on closing price at the balance sheet
date. If there is no closing price, another public price is used which is delivered to the most appropriate.
Recognised valuation methods or other Public information available are used to value listed securities
where the closing price doesn’t reflect fair value.
Valuation methods are based, as far as possible, on Public market data available. If there is no active
market for the financial instrument, depending on the nature of the asset, the calculation is based on
underlying parameters such as foreign exchange and interest rates, volatility or comparison with
market prices on corresponding financial instruments.
The settlement date is used as the timing of the recognition of financial assets.

Reinsurer’s share of provision for insurance contracts
Reinsurers' share of the provisions for unearned premiums represents the proportion of reinsurance
premiums paid which, net of commission received and based on the spread of risk during the period of
cover, relate to the period after the end of the accounting period.
Reinsurers' share of the provisions for outstanding claims has been calculated as the amounts expected
to be received from reinsurance companies according to the reinsurance contracts concluded. The
reinsurers' share is regularly assessed for impairment and written down to its recoverable amount, as
required.
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Notes
Receivables
Receivables are measured at amortized cost usually equaling nominal value less provisions for bad
debts.

Prepayments and accrued income
Prepayments and accrued income comprise prepaid expenses relating to subsequent periods and
accrued interest income.

Cash and bank deposits
Deposits comprise investments in Money Market Accounts.

Subordinated loan
The initial recognition of the subordinate loan capital is made at fair value less transaction costs and
subsequently measured at amortised cost.

Premium provisions
Provisions for premiums are provided to cover obligations and amounts for unexpired risk periods for
insurance contracts in force. The provisions are calculated pro-rated based on inception and expiry
dates. The provision for unearned premiums is covering compensation for claims that have not yet
incurred, but where the insurance company has taken on the risk through an insurance contract with
an external party.
The part of the provision that is attributable to the expected future profit on the provision for unearned
premiums, shall be recognised in the balance sheet item “Profit margin”.
A “Risk margin” shall be recognised for the premium provision to cover the uncertainty regarding claims
that occur after the balance sheet date. The risk margin is recognised in the balance sheet item “Risk
margin”. Cash inflows related to not collected premiums are reclassified from receivables. The expected
future payments are recognised at present value by discounting the payments with the risk-free yield
curve calculated by EIOPA.
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Notes
Profit margin
Profit margin on insurance contracts is recognised as the expected future profit on bound, but not yet
incepted insurance contracts, and incepted insurance contracts with remaining risk period,
corresponding to the insurance contracts are covered by the provision for unearned premiums.
Profit margin on insurance contracts is measured as the difference between unearned premiums related
to bound but not yet incepted insurance contracts and incepted insurance contracts with remaining risk
periods and the expected claims payments related to the insurance contracts. In case the future claims
payments for a line of business with homogenous risks are expected to exceed the future premiums, no
profit margin will be recognised for this line of business.

Claims provisions
Provision for claims is the amount for covering claims and costs on insurance events occurred in the
accounting period or prior to that period.
Provisions for outstanding claims are assessed for each line of business and country-by-country either
on a claims-by-claims basis for reported but not settled claims (RBNS) or by using statistical methods
(collective as well as incurred but not reported (IBNR) and incurred but not enough reported (IBNER)
provisions). IBNR provisions cover expenses on post-notified claims. IBNER provisions cover
individually assessed claims which have been reported but which have been inadequately provided for.
The IBNR and IBNER provisions are calculated based on actuarial models (Chain Laddar or BornhutterFerguson) and benchmarked to market data.
The claims reserves are calculated as the sum of the amounts, which the Company to the best of its
knowledge expects to be liable to pay in connection with the insurance events occurred until the day of
the balance exceeding the amounts that have already been paid in connection with these insurance
events.
The claims reserve also contains amounts which the Company to the best of its knowledge expects to
pay for direct and indirect costs in connection with the resolving of the claims reserves that period end
is reserved for liability in connection with claims, that has not yet been paid. This also applies to direct
and indirect costs in connection with these claims. The claims reserves are discounted, dependent on
line of business and expected payment patterns. This is done using the risk-free yield curve calculated
by EIOPA.

Risk margin
Risk margin is the amount a business will have to pay any acquirer of an insurance portfolio for taking
over the risk that the actual expenses in connection with settlement of insurance provisions deviate
from best estimate.
The risk margin is calculated using the Solvency II standard formula.
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Notes

Liabilities other than provisions
Financial liabilities are recognized initially at the proceeds received net of transaction expenses
incurred. Subsequently, financial liabilities are measured at amortised cost corresponding to the
capitalized value when applying the effective interest rate; the difference between the proceeds and the
nominal value is recognized as an interest in the income statement over the loan period.
Other debt is measured at amortised cost corresponding to nominal value.

Accruals and deferred income
Accruals and deferred income includes not yet paid expenses related to prior periods, and income
related to subsequent periods.

Note 3 – Risk factors
Careful consideration should be given to the following factors, which must be read in conjunction with
the detailed information appearing elsewhere in this Half-year Report.
Any of the matters highlighted in this information could have a material adverse effect on the result of
operations, financial condition or business prospects of Gefion Insurance A/S.
Nature of the Industry

The non-life insurance business in Europe is affected by many different risk factors which can cause
fluctuations in the results of operations of Gefion Insurance A/S. Many of these factors are beyond Gefion
Insurance A/S’ control.
As a non-life insurance company, Gefion Insurance A/S is subject to claims arising out of catastrophes,
which may have a significant impact on the results of the operations and financial conditions of the
Company. An economic downturn in those countries in which Gefion Insurance A/S writes business
could result in less demand for insurance and lower premiums rates. These factors, together with the
insurance industry’s historically cyclical competitive pricing, could result in fluctuation in the
underwriting results and net income.
A portion of the earnings is derived from income from investments. Gefion Insurance A/S’ return on
investments will fluctuate depending on interest rates, returns and values of the portfolio of bonds.
Cyclicality

Historically, the results of the non-life insurance industry have tended to fluctuate in cyclical patterns of
“soft” markets characterised by increased competition, resulting in lower underwriting standards and
premiums rates, followed by “hard” markets characterised by less competition, tougher underwriting
standards, and increasing premium rates.
Gefion Insurance A/S’ profitability tends to follow this cyclical market pattern for the standard
insurance products while the niche insurance products are more stable over time. These fluctuations in
competition and demand could lead to underwriting results that would have a negative impact of Gefion
Insurance A/S’ underwriting results and financial condition.
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History shows that the results of the non-life insurance industry have been subject to significant
fluctuations and uncertainties. The underwriting profitability can be affected significantly by many
factors, including regulatory regimes, development trends in tort and practice of settlements of claims,
claims handlings procedures, and privacy and consumer protection laws that prevent insurers from
assessing risk or factors that have a high degree of correlation with risks considered, such as claims
history or scoring of customers etc.
Competition

Gefion Insurance A/S is writing business in a number of European countries where the insurance
business is highly competitive with pricing being a primary driver of competition. Other drivers of
competition include quality and availability of products, speed and quality of services, availability of
premium financing, distribution network, financial strength and IT solutions.
Gefion Insurance A/S competes with many other insurance companies. Most of these competitors are
larger and have greater financial resources than Gefion Insurance A/S. As competitors introduce new
products or reduce their premium rates in an apparent attempt to gain market share, Gefion Insurance
A/S may be exposed to additional and tougher competition. There can be no assurance that Gefion
Insurance A/S will continue to see growth in premiums and to be profitable.
There is also a risk that Gefion Insurance A/S will lose market shares if the competitor’s price their
products below the rates that Gefion Insurance A/S considers appropriate taking into account numerous
factors, including claims frequency and severity, reinsurance and commission expenses as well as
special risk factors. The pricing of the products is determined by underwriting agencies, which have
detailed market knowledge and underwriting competencies within the segments that Gefion Insurance
A/S writes. Gefion Insurance A/S continuously monitor the pricing, profitability and risk selection
carried out by the underwriting agencies.
Furthermore, Gefion Insurance A/S is largely dependent on the distribution network that is built up
through underwriting agencies and their network of sub-agents and brokers, including their market
knowledge, competences and customer contact.
Reliance on Underwriting agencies and Brokers

Gefion Insurance A/S distributes its insurance products through a network of underwriting agencies
and their network of sub-agents and brokers. Some of these underwriting agencies and their network
of sub-agents and brokers sell Gefion Insurance A/S’ competitors’ products and may stop selling Gefion
Insurance A/S’ products altogether. Strong competition exits, among insurers for underwriting agencies
and brokers with ability to distribute and sell insurance products.
Premium volumes and profitability could be adversely affected if there is a material decrease in the
number of underwriting agencies or brokers that choose to sell Gefion Insurance A/S’ insurance
products or if some of the key underwriting agencies or brokers choose to terminate binder agreements
etc.
Underwriting and Claims Risk

Gefion Insurance A/S is exposed to losses resulting from the underwriting of risks being insured and
exposure to financial loss resulting from greater than anticipated adjudication, settlement and claims
costs. Gefion Insurance A/S’ success depends upon its ability to accurately assesses the risks associated
with the insurance products written.
Gefion Insurance A/S’ objective is to achieve profitable underwriting results, corresponding to a
combined ratio below 98, and to target territories and markets in a diversified and prudent way.
There is no guarantee that Gefion Insurance A/S will assesses those risks associated with the insurance
product written accurately and the Company may therefore be exposed to increased adjudication,
settlement and claims costs.
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Claims Management and Claims Reserves Risk

The amount established for outstanding claims provisions is an estimate of future claims costs based on
various assumptions, including actuarial judgement and projection of the costs of settlement and the
administration of claims carried out by third-party claims administrators, estimate of future claims
trends in frequency and severity etc. Many of the above-mentioned factors are not quantifiable and the
effects of these, and other unforeseen factors could affect Gefion Insurance A/S’ ability to accurately
assess the risks of the insurance products that the Company writes. In addition, a significant uncertainty
exists as to the ultimate settlement of these outstanding claims. Furthermore, future adjustments to
outstanding claims reserves and claims adjustment expenses that are unanticipated by the Executive
Management could have an adverse impact on the underwriting results and the financial condition.
Gefion Insurance A/S’ Executive Management believes that the Company’s outstanding claims
provisions as per 31 December 2018, are adequate to meet the obligations under existing policies.
Actual claims may adversely deviate, maybe substantially, from the outstanding claims provisions
booked in the balance sheet of the financial statement. If the reserves subsequently prove to be
inadequate, Gefion Insurance A/S would have to increase the outstanding claims provisions, which will
lead to a change in future underwriting results and the financial condition.
Reinsurance Risk

Gefion Insurance A/S utilize reinsurance to manage its claims exposure and to manage its Capital
Requirement.
Gefion Insurance A/S purchases both proportional and non-proportional reinsurance on the
international reinsurance market. The Company has a self-retention of maximum EUR 500k on large
claims. Therefore, large claims will only have limited impact on the Company´s underwriting results and
financial condition.
The availability and the cost of both proportional and non-proportional reinsurance are subject to
market conditions that are beyond Gefion Insurance A/S’ control and may affect the Company’s level of
business and profitability.
There can be no guarantee that developments may not occur which might cause a shortage of
reinsurance capacity in certain territories or in those lines of business which Gefion Insurance A/S
writes, which could result in the curtailment of issuing policies in a certain territory or in a certain line
of business.
Investments Risk

Market risk is the possibility of experiencing adverse changes in market rates and prices, such as
currency rates, interest rates or other relevant market rates due to factors that affect the overall
performance of the financial markets in which Gefion Insurance A/S is involved. The risk is mitigated by
matching assets and liabilities.
The main risk is significant mismatch between assets and liabilities or an unhedged foreign exchange
risk.
Gefion Insurance A/S’ investments assets are exposed to any combination of risks related to interest
rates, currency rates and changing in markets values.
Gefion Insurance A/S’ investment portfolio consists of Danish government and mortgage bonds. A
decline in returns could reduce the profitability and a change in interest rates, currency rates and
market values may affect
Gefion Insurance A/S’ regulatory sensitivity tests.
Capital Requirements

Gefion Insurance A/S’ future capital requirements will depend upon many factors, including growth,
reserving, profitability and the status of competition. There can be no assurance that further financing
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or capital will be available on acceptable terms, or at all. If new capital is raised by issuing new share,
further dilution to the existing shareholders will be the result. If Gefion Insurance A/S is unable to ensure
sufficient own funds to cover the Solvency Capital Requirement, the Company may be required to reduce
premium volumes, increase reinsurance or implement other risk mitigating actions. Accordingly, the
inability to obtain such financing could have a significant adverse impact on Gefion Insurance A/S’
business, underwriting results and financial condition.
Liquidity Risk

Gefion Insurance A/S manages its liquid assets and cash in an effort to ensure there is sufficient cash to
meet the Company’s financial obligations. There can be no guarantee that the Company’s liquid assets
and cash will be sufficient to meet any obligations may come due.
Coverholder and Reinsurer Credit Risk

Gefion Insurance A/S’ reinsures approximately 85 % of its business to Quota Share reinsurers and is
therefore substantially dependent of the panel of reinsurers that takes a significant portion of the
Company’s insurance risks. The reinsurance may cause an adverse impact on the underwriting results
if one or more of the Company’s reinsurers are unable to meet their financial obligations. Although all
reinsurers were rated A- or higher by Standard and Poor’s at year-end 2018, these reinsurers’ ratings
are subject to downgrade and may consequently be lowered.
Despite the fact that the reinsurers are obliged to pay Gefion Insurance A/S to the extent of the risk each
reinsurer assumes, the Company is not exempt from its primary obligations to policyholders as the
direct insurer. In terms of the distribution through underwriting agencies, it is the coverholders’ ability
to pay that is the major risk factor. The risk is mitigated by strict follow-up procedures of the coverholders’ holding Gefion Insurance A/S’ funds and the payment thereof to the Company. As a result of
this, Gefion Insurance A/S is exposed to a counter-party default risk against both its coverholders and
reinsurers. Gefion can’t ensure that cover-holder or reinsurers will pay all receivables on a timely basis
or at all. The Company continuously monitors the coverholders and its reinsurance panel, including
reserves for uncollectible reinsurance amounts deemed uncollectible. Gefion Insurance A/S’
underwriting results and financial condition can be adversely affected if a situation where losses on
receivables occur.
Regulation Risk

Gefion Insurance A/S is subject to the laws and rules of the European jurisdictions in which the Company
conducts its business. These laws and rules cover many aspects of its business, including rules of
excellent customer services, case-law or practice in the award of claims, change in discount rate such as
the Ogden rate in the United Kingdom, cross-border business rules and Brexit impact on cross-border
insurance for businesses in the United Kingdom.
More restrictive laws and rules may be adapted in the future that could make compliance more difficult
and could result in increasing expenses and/or restrictions on Gefion Insurance A/S’ business.
Changes to laws and rules are impossible to predict and could significantly adversely affect Gefion
Insurance A/S’ business, underwriting results and financial conditions. Should the DFSA be concerned
about an unsafe course of conduct or an unsound practice in conducting the business, the DFSA may
direct Gefion Insurance A/S to refrain from a course of action or to perform actions to remedy the
matter. In certain circumstances, the DFSA may take control of the assets of the Company or take control
of the Company itself.
Gefion Insurance A/S may be negatively affected if its industry engages in practices resulting in
increased public awareness to its business. Negative publicity may result in increased regulations and
litigations. Such consequences may increase Gefion Insurance A/S’ costs of conducting business and
adversely affect Gefion Insurance A/S’ profitability by preventing the Company’s ability to market its
products and services through underwriting agencies or increasing the regulatory burdens under which
the Company conducts business.
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Operational Risk

Gefion Insurance A/S is subject to risk of loss resulting from inadequate or failed internal processes,
systems and people, or from events at external suppliers.
Gefion Insurance A/S focuses on maintaining appropriate internal controls through clearly defined
responsibilities and duties between employees, internal control set ups including controls descriptions,
outsourcing controls, reconciliation, systems and IT administration as well as management reporting.
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