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"We have shaken off the dust, and
now we are looking outward and
ahead. This is actually not a new
logo: We have simply adapted our
good old logo to our new outlook”
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Group structure
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Management
review

Alm. Brand A/S” principal activity is its non-life
insurance operations, which are supported by
the business areas life insurance and pension and

banking.
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Alm. Brand 2013

PERFORMANCE OF THE GROUP

Alm. Brand posted a consolidated profit of DKK 355 million
before tax, which was better than the most recent guidance. It
is also a substantial improvement relative to the guidance pro-
vided at the beginning of 201 3. As the profit translates into a
return on equity of 8%, Alm. Brand failed to deliver on the tar-
get of areturn on equity equalling the money market rate plus
10%, which meant that the performance was not satisfactory.

NON-LIFE INSURANCE

In 2013, the group’s non-life insurance activities once again
delivered a very favourable performance, posting a profit
of DKK 763 million, which was significantly better than ex-
pected and highly satisfactory.

Premiums rose by 3.4%, which was better than anticipated,
driven by increased sales, particularly in the commercial
customer segment, and a sustained low level of customer de-
fections.

The combined ratio was 87.4, of which the expense ratio re-
presented 16.0.

The combined ratio was favourably affected by fewer major
claims than expected and a positive tun-off result. On the
other hand, weather-related expenses impacted the com-
bined ratio negatively due to the two storms in October and
December.

The underlying combined ratio of Non-life Insurance impro-
ved to 78.8 from 79.7 in 201 2. Overall, the underlying combi-
ned ratio was better than the long-term target of 80.

BANKING

The bank incurred a loss before tax of DKK 469 million in
2013, against a loss of DKK 519 million in 2012, which was
not satisfactory.

Total losses and writedowns remained high at DKK 374 mil-
lion but were in line with the guidance provided at the begin-
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355 DKKm

Total before tax

ning of 2013. Before losses and writedowns, the bank thus
incurred a loss of DKK 95 million, which was in line with the
most recent guidance.

The bank’s continuing activities reported a loss before tax of
DKK 90 million but a profit of DKK 28 million before write-
downs. The large impairment writedowns reported in 2013
were in particular due to the extraordinary credit review of
private customers initiated by the bank in 201 3. Before wri-
tedowns, the performance improved relative to 201 2 and was
favourably affected by a higher level of activity, especially in
Financial Markets.

The bank’s winding-up activities reported a loss of DKK 379
million. This marked a significant improvement relative to
2012 and 2011, driven particularly by a lower level of write-
downs. The performance was also favourably affected by lower
funding costs due to the bank’s DKK 630 million repayment
of the high-interest state-funded hybrid core capital in 201 3.
High winding-up costs also detracted from the bank’s perfor-
mance.

On 27 February 2014, Alm. Brand A/S injected DKK 400 mil-
lion into Alm. Brand Bank A/S as equity. The capital injection
will be used to repay the remaining DKK 226 million of state-
funded hybrid core capital and to ensure that the bank has
adequate capital excess coverage to absorb the DKK 200 mil-
lion reduction in the value of the bank’s supplementary capi-
tal materialising in 2014 due to new capital adequacy rules.
Following this repayment, the bank will have redeemed all of
its state-funded capital.



87.4

Combined ratio in Non-life Insurance

LIFE AND PENSION
The life and pension activities reported a satisfactory profit of
DKK 86 million.

Regular payments grew by 1.3% in 2013 on the back of an
inflow of new customers. On the other hand, the tax reform
abolishing tax deductibility for payments into capital pension
schemes detracted from growth.

Life and Pension produced satisfactory expense and risk re-
sults and a satisfactory investment return in 2013. The fa-
vourable results led to a further strengthening of the collec-
tive bonus potential in 201 3 in spite of the high rate on poli-
cyholders’ savings offered by Life and Pension. The collective
bonus potential increased by a total amount of DKK 240 mil-
lion to DKK 827 million, and the bonus rate was 9.2% at 31
December 2013.

As a result, the rate on policyholders’ savings was raised for
2014 so that new customers will be offered a rate of 4.00%,
which is still one of the best rates offered in the market.

MAJOR EVENTS

Changes to the Board of Directors

At the company’s annual general meeting held on 25 April
2013, Ebbe Castella and Karen Sofie Hansen-Hoeck were
elected to the Board of Directors.

Events after the balance sheet date

On 27 February 2014, the Board of Directors of Alm. Brand
af' 1792 fmba approved the repayment by Alm. Brand A/S of
the existing DKK 250 million subordinated loan, as it no lon-
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3.4 %

Premium increase in Non-life Insurance

ger meets the conditions for recognition in the capital base of
Alm. Brand A/S effective from 1 January 2014. Repayment is
subject to approval by the Danish FSA, and Alm. Brand will
therefore not complete the repayment until it has received
such approval.

In addition, Alm. Brand af 1 792 fmba and Alm. Brand A/S have
agreed to set up a new subordinated loan of DKK 250 million
with a term of 10 years and a five-year period of non-termina-
bility. The loan carries interest at 3M CIBOR plus 5 percentage
points.

OUTLOOK

Alm. Brand expects to generate a consolidated profit of
DKK 525-575 million before tax from the group’s continuing
activities and to post a loss of DKK 375-425 million before tax
from the bank’s winding-up activities.

The outlook for Non-life Insurance reflects a normal insurance
year with a combined ratio of 91-92 and an expense ratio of
around 16%. The performance of Life and Pension is expected
to be in line with 2013. The results of the bank’s continu-
ing activities are expected to improve considerably in 2014,
partly due to improved core earnings and partly due to a lower
level of writedowns. Other activities are expected to produce
a loss of DKK 50 million. The performance of the winding-up
activities is expected to be in line with 201 3.

The guidance is subject to substantial uncertainty, and the
actual performance will depend on economic developments,
market conditions in general and other factors.
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Financial highlights and key ratios

DKKm 2013 2012 2011 2010 2009
Group Income
Non-life Insurance 5,031 4,866 4,772 4,762 4,714
Banking 746 852 1,008 1,132 1,254
Life and Pension 928 903 724 719 710
Other activities - - - - 10
Investment etc. 653 726 714 728 883
Total income 7,358 7,347 7,218 7,341 7,571
Profit/loss excluding minority interests
Non-life Insurance 763 853 460 207 287
Banking -469 -519 -1,154 -869 -1,758
Life and Pension 86 90 137 181 139
Miscellaneous activites - - - - -11
Other activities -25 -34 —44 -55 7
Profit/loss before tax 355 390 -601 -536 -1,336
Tax -159 -94 98 135 336
Profit/loss after tax 196 296 -503 -401 -1,000
Consolidated profit/loss
Consolidated profit/loss before tax 375 421 -626 -539 -1,416
Tax -159 -94 97 135 336
Consolidated profit/loss after tax 216 327 -529 -404 -1,080
Total provisions for insurance contracts 18,627 19,678 19,197 18,413 17,894
Consolidated shareholders’ equity 4,685 4,506 4,206 4,758 3,694
Share attributable to minority interests 153 137 113 160 199
Total assets 39,580 42,559 44913 48,149 47,498
Average no. of employees 1,585 1,592 1,572 1,725 1,859
Return on equity before tax 8.0% 9.2% —-13.8% -16.4% -33.4%
Return on equity after tax 4.4% 7.0% -11.6% -12.3% —25.2%
PARENT COMPANY Profit/loss before tax 188 273 -509 -414 -1,000
Tax 5 11 10 14 -1
Profit/loss after tax 193 284 -499 -400 -1,001
Total assets 4,865 4,705 4,432 4,984 4,401
Total investment assets 4,772 4,623 4,365 4919 4,337
Share capital 1,735 1,735 1,735 1,735 1,388
Shareholders’ equity 4,523 4,363 4,089 4,590 3,486
Payables 52 46 47 98 620
Return on equity before tax* 7.9% 8.9% —13.7% -16.4% -33.5%
Return on equity after tax* 4.3% 6.7% -11.6% -12.3% —25.2%
Kry raTIO Earnings per share 1.1 1.7 -2.9 -24 -59
Diluted earnings per share 1.1 1.7 -29 -24 -59
Net asset value per share 27 25 24 27 207
Share price at 31 December 24.1 14.0 8.15 14.2 91
Price/NAV 0.91 0.55 0.34 0.53 0.44
No. of shares at year-end (in thousands) 170,655 172,790 173,202 173,079 16,835
Average no. of shares (in thousands) 171,587 173,123 173,140 16,882 16,828

* Return on equity in the parent company is calculated before tax in subsidiaries
** Alm. Brand A/S completed a capital increase on 30 December 201 0. Key ratios 2009 have not been restated
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We are dedicated to offering top-end
service, and based on our CUSTOMERS
FIRST strategy we have launched a
comprehensive training programme
for our employees to ensure that we
put customers first in every process.
The strategy is also intended to ensure
high quality for our customers,
digitalised processes and efficient
business procedures as well as to
ensure that we have COMMITTED
employees and generate a proper
return to the group’s shareholders.
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”After the first year of execution of
the new strategy, we can see that it
works. Both internal and external
measurements show that our
customers perceive a difference.
Customer satisfaction hasimproved,
and over the past few years we have
seen a significant increas

customer loyalty”

Soren Boe Mortensen,
Chief Executive Officer
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FIRST YEAR WITH THE NEW STRATEGY

soren boe mortensen’s reveiw

Our focus 1s on our costumers

Denmark — and thereby also Alm. Brand — emerged from the
crisis in 201 3. Economic growth is still not completely back
on track and still lacks some momentum, but conditions have
stabilised. Alm. Brand recorded a 201 3 profit of DKK 355 mil-
lion before tax for a return on equity of 8%. This is not good
enough, and we still have a lot of work ahead of us before our
earnings as a group reach a satisfactory level.

Nevertheless, we can in many ways be pleased with how the
year turned out for us. All of our business areas are moving in
the right direction, although with large variations from one
to the other. Non-life Insurance’s performance once again ex-
ceeded expectations by a wide margin, even with two major
storms. Life and Pension also reported a satisfactory perfor-
mance, although amendments of the terms for capital pension
schemes impacted growth. In Banking, things are beginning
to move in the right direction, but the results are still marred
by the financial crisis.

Best value for money

Entering into 201 3, we also embarked on a new strategy pe-
riod. Under the new strategy, covering the period from 2013
to 2016, our focus in on our customers and on ensuring that
Alm. Brand has a strong competitive position.

Our goal is that we want to provide best value for money. Price
is important, and surely we have to maintain a competitive
price on our products, but it is the service we provide that sets
us apart from the competition. We are dedicated to offering
top-end service, and based on our CUSTOMERS FIRST stra-
tegy we have launched a comprehensive training programme
for our employees to ensure that we put customers first in
every process.

The strategy is also intended to ensure high quality for our
customers, digitalised processes and efficient business proce-
dures as well as to ensure that we have committed employees
and generate a proper return to the group’s shareholders.

In order to make things simpler for our customers, we are
working to make our customer-facing procedures more pli-
ant and digital so that customers will be able to choose more
freely when they would like to contact us. In connection with
the October and December storms, many customers chose to
report their claims digitally on our website. This meant that
we were able to devote our personal service resources to the
customers that needed to talk with us direct. That way, digi-
talising our processes will contribute to improving the custo-
mer experience.

After the first year of execution of the new strategy, we can
see that it works. Both internal and external measurements
show that our customers perceive a difference. Customer sa-
tisfaction has improved, and we have recorded a substantial
decline in the number of complaints filed with the Insurance
Complaints Board. Over the last couple of years, we have also
seen a significant increase in customer loyalty, indicating that
customers want to stay with Alm. Brand. Finally, we have seen
an increase in the number of customers across our business
areas, and more customers have pooled their financial produ-
cts with us.

Strong Non-life Insurance performance despite storms
The year 2012 was an unusual claims year for Non-life Insu-
rance due to a “lack” of claims events, which made for an ex-
ceptionally strong performance. Until 27 October, there was
every indication that 201 3 would turn out almost as good.

Alm.Brand Annual Report 2013
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The weather was mild for most of 2013, and expenses for
weather-related claims were at a historical low — even lower
than the exceptional 2012 level. But in October and Decem-
ber, Denmark was hit by the worst storms since 2005 with
claims expected to run to DKK 650 million for Alm. Brand. A
well-structured reinsurance programme limits the expense to
DKK 219 million.

Also, the 2013 performance was again lifted by run-off on
prior-year claims, and rising interest rates also played to Alm.
Brand’s favour.

Excluding the extraordinary events, we were able to retain
profitability at a slightly better level than the long-term target
of a combined ratio of around 92. Costs were also slightly lo-
wer than expected.

Competition is growing in the insurance market. We will
match any competition —but only as long as we can maintain a
fair profit on each individual portfolio. We are also continuing
our efforts to improve the parts of the portfolio that are not
producing a satisfactory return today. These efforts include
stricter terms on selected insurances, but claims prevention is
also a key element of our customer-directed initiatives.

New tax rules curbed growth in Life and Pension

Going into 201 3, Life and Pension was offering its customers a
very attractive rate on policyholders’ savings and was strongly
committed to building on the handsome growth rates achie-
vedin 201 2. However, the Danish parliament threw a spanner
in the works by adopting a new act on capital pension sche-
mes, effectively abolishing the tax deductibility previously
granted on payments into capital pension schemes and ma-
king it possible for pension holders who were willing to move
the tax payment forward to 201 3 to obtain a lower tax rate.
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Already in the winter of 2012, Alm. Brand recommended
most of its customers to exercise this option and to continue
their pension savings on a retirement pension scheme (Al-
derspension), which is not eligible for tax deductibility but is
not taxed on disbursement either. Many customers respon-
ded favourably to the recommendation and have continued
their usual amounts. Other customers chose to reduce their
payments or to cease paying into a scheme altogether. So
although we succeeded in attracting new customers, growth
failed to materialise to the extent we had expected.

In spite of the challenges, Life and Pension delivered yet
another satisfactory performance in 2013. Our policyhol-
ders could also take pleasure in the fact that 2013 was a good
year for their pension savings. The return outperformed the
benchmark by a wide margin, driving up the bonus potential
on all groups. Moreover, the rate on policyholders’ savings we
will be offering to our customers in 2014 will be one of the
highest in the market.

From financial crisis to structural crisis

In line with expectations, the bank incurred another loss in
201 3. Although within the anticipated level, losses and write-
downs continued to weigh down the performance.

The bank’s performance was heavily affected by expenses to
wind up loans which are not a part of the bank’s future stra-
tegy. So although the financial crisis has lessened its grip, Den-
mark seems to be left with a more permanent, structural pro-
blem.

Domestic market growth is limited, and property and housing
prices outside major towns and cities remain low and in some
areas still down trending. Because Alm. Brand has exposures
all over Denmark, these structural weaknesses are taking a
hard toll on the winding-up portfolio. Although conditions in
the agricultural sector improved slightly in 201 3, there is still
a long way to go before agriculture will have worked its way
out of the crisis that has affected it for so long.



In the private customer segment, the picture is more mixed.
Housing prices in and around Denmark’s largest towns and ci-
ties improved in 201 3, but as mentioned it is equally obvious
that Denmark’s peripheral areas are not on the road to re-
covery. Borrowing appetite remains weak, and private custo-
mers are clearly still more inclined to save up. This makes it
difficult to generate the desired growth in the bank going for-
ward.

Although the bank is not recovering as quickly as we would
have liked, we are pleased that we succeeded in increasing the
number of full-service customers and that we saw a substan-
tially higher level of activity in Leasing and Financial Markets.
It is essential that we get many new, good customers once eco-
nomic recovery picks up, and customers start to borrow mo-
ney again.

Supported by the group’s improved performance, we were
able in 201 3 to begin the repayment of the expensive hybrid
funding made available by the Danish government in con-
nection with the financial crisis. The bank will now apply for
permission to repay the remaining DKK 226 million in full re-
demption of all state-funded capital. This will serve to lower
our funding costs.

Looking ahead to 2014

Looking to 2014, we will be continuing the course we set out
onin 2013.1In 2013, we began the work to improve and sim-
plify our contact to and communication with the customers.
In 2014, we will expand this work to include and strengthen
the way in which we present and profile our company.

We want to send a clear message to existing and new custo-
mers that Alm. Brand is changing. We have been through
a tough period, but we now have gained the courage and
strength to present our company in a new way. We want to
be more visible, and this means returning to a more proactive
marketing strategy.

soren boe mortensen’s review

We are also preparing for a more normal year. The performan-
ce of Non-life Insurance was significantly better than expected
inboth 2012 and 201 3, partly due to favourable weather con-
ditions. For Non-life Insurance, we expect a return to more
normal conditions. Competition in our market is mounting,
and this means that we cannot expect a repeat in 2014 of the
strong growth rates achieved in 201 3.

On the other hand, we expect the bank to improve its per-
formance. The bank will be loss-making in 2014 as well, but
losses will be confined to the bank’s winding-up activities,
whereas the continuing activities will make a positive contri-
bution to the performance.

Lastly, we expect the strong and stable performance of our
pension activities to continue.

Allin all, we are looking forward to a year of positive develop-
ments for the Alm. Brand Group in 2014.

Yours sincerely,

Seoren Boe Mortensen
Chief Executive Officer

Alm.Brand Annual Report 2013
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Non-life Insurance

Non-life Insurance is the group’s core business. Alm. Brand is
the fourth largest non-life insurer in the Danish market with
annual gross premium income of approximately DKK 5 bil-
lion and a market share of just over 10%. Non-life Insurance
focuses exclusively on the Danish market with a special focus
on the following segments: Private customers, small and me-
dium-sized businesses, property owners and administrators,
agricultural customers and the public sector. The group has
deliberately opted not to focus on major corporate and ma-
rine customers, as competition for these customers primarily
takes place at the pan-Nordic level.

The group offers non-life insurance products to selected seg-
ments through a number of different distribution channels.
The private customer portfolio comprises some 400,000
customers, 200,000 of whom are full-service customers who
have largely all of their insurances with the company. The
commercial and agricultural customer portfolio comprises
approximately 100,000 customers.

MARKET

Private

The market for consumer insurances, measured in terms on
gross premiums, declined in 2013 when adjusting for in-
dexation. The market for building, house contents and motor
insurances grew by 0.9% (from Q3 2012 to Q3 201 3). This in-
crease was lower than the annual indexation increase, which
was about 2% in 201 3.

Alm. Brand’s market share grew by 0.1 of a percentage point
t010.7%1in 2013.

The motor insurance market in Denmark saw a decline in
gross premium income of 0.8%. This should be seen against
the backdrop of 2013 recording the highest number of new
motor car registrations in history — more than 180,000, com-
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pared with 150,000 in 201 2. The total motor car fleet incre-
ased by 1.8%. One of the reasons why premium income has
nevertheless declined is that the share of micro and mini
cars sold as a percentage of total new car sales increased from
53.6% 10 62.2% from 2011 to 201 3, while the share of family
cars declined from 31.8% to 26.4% in the same period. It is
typically cheaper to insure a small car, which explains why
premium income has not increased correspondingly. More-
over, competition in the motor insurance market intensified
in2013.

For the past 10 years, the Danish insurance industry has had
the insurance guidance website forsikringsguiden.dk, which
allows customers to compare insurance offers from different
insurers. Comparison websites are expected to become ever
more important for customers wanting to purchase insu-
rance, and in the summer of 201 3 an alternative comparison
website received quite a lot of media coverage. The insurance
industry’s own comparison site will be upgraded in 2014 so
that it will continue to meet customer requirements.

2013 also saw an inflow of new, small competitors targeting
exclusively online sales, mainly of niche products. This is not
expected to change the overall competitive environment in
the insurance market.

Digitalisation is one of Alm. Brand’s strategic focus areas for
the period until 2016. The aim is to develop internet-based
solutions, making it easier and quicker for customers to
purchase insurances online and use self-service facilities. The
digitalisation efforts will support Alm. Brand in continuing
to offer competitive prices while maintaining its high quality
and accessibility. It will also enable Alm. Brand to improve
its service and to provide personal service to customers who
prefer to maintain a personal connection with their insuran-
ce company.



”Non-life Insurance’s objectives
are to develop, advise on, sell and
manage profitable, high-quality
insurance solutions, thereby safe-
guarding and taking care of its
customers. This will be achieved
by providing supreme customer
service, by supporting our custo-
mers in their everyday lives and by
promoting proper and reasonable
conduct in terms of price, flexibility
and, not least, coverage”

Jesper Morch Sorensen,
Managing Director, Non-life Insurance



Financial results for Q4

. Profit before tax: DKK 125 million (2012: DKK 247
million)

. Technical result: DKK 74 million (2012: DKK 222
million)

. Combined ratio: 94.2 (2012: 82.1)

. Claims ratio: 108.0 (2012: 57.5)

. Expense ratio: 15.1 (2012:17.7)

. Underlying combined ratio: 75.8 (2012: 81.5)

The Q4 performance was highly satisfactory and better than
expected considering the two storm events of the quarter.
On announcement of the full-year guidance in Q3, the storm
on 28 October was known. The storm in December 2013 im-
pacted the financial results by a DKK 88 million expense. The
fact that the financial results were still better than expected
in spite of the storm is due to the stronger performance of the
underlying business, run-off gains, fewer major claims, a hig-
her investment return and lower costs.

Premiums

Gross premiums totalled DKK 1,267 million, against DKK
1,236 million in 2012, equivalent to an increase of 2.6%. The
private customer segment grew by 0.9%, and the commercial
customer segment recorded growth of 4.5% relative to 2012.

Claims

Total gross claims amounted to DKK 1,369 million, against
DKK 710 million in 2012. The increase in the claims ratio was
driven in particular by the storms in October and December
2013 with expected claims of DKK 650 million. This equals an
increase of the claims ratio by 51.3 percentage points. Claims
expenses, net of reinsurance, related to the storms amounted
to DKK 134 million. To this should be added DKK 85 million
to reestablish Alm. Brand’s reinsurance cover. When inclu-
ding this reinstatement premium, the total expense, net of

125 DKKm

Total before tax (2012: 247 DKKm)

94.2

Combined ratio (2012: 82.1)

108.0

Claims ratio: (2012: 57.5)

reinsurance, related to the two storms reduced the 2013 per-
formance by DKK 219 million.

The number of claims on the underlying business was
unchanged from 2012 in spite of a higher number of insuran-
ces. The claims frequency thus declined, while average claims
expenses increased slightly.

The run-off result net of reinsurance was a gain of DKK 64
million in Q4 2013, against DKK 77 million in Q4 2012. The
run-off gains were mainly attributable to personal injury li-
nes.

Major claims amounted to DKK 68 million, against DKK 80
million in 2012, corresponding to 5.4 percentage points of the
combined ratio. Normally, major claims are expected to be at
the level of 8 percentage points.

Costs

Costs amounted to DKK 191 million in Q4, against DKK 220
million in the year-earlier period. The lower level of costs
year on year was mainly due to the exceptionally high level
of costs incurred in Q4 2012, including development costs
related to the collection of non-life in-surance tax and the re-
structuring of data centres.

Investment return

The investment return before transfer to insurance activities
was DKK 92 million in Q4 2013, against DKK 42 million in
Q4 2012. The return after interest on technical provisions was

DKK 51 million in Q4, against DKK 25 million in Q4 2012.

Value adjustments of assets and provisions contributed a net
gain of DKK 24 million in Q4.

/4 DKKm

Technical result: (2012: DKKm 222)

15.1

Expense ratio: (2012:17.7)



Customers are increasingly demanding broader insurance
solutions with increased coverage, and Alm. Brand will con-
tinue to strive to meet this demand.

Commercial

Gross premium income for direct insurance in Denmark in
the commercial insurance market (excluding motor insu-
rance) increased by 2.1% in 201 3, which more or less corre-
sponds to zero growth after indexation.

Small and medium-sized enterprises

The commercial insurance market has not changed to any
significant extent in recent years. The Danish business sector
remains characterised by weak growth as a result of the gene-
ral economic slump gripping Denmark for a number of years.
Alm. Brand nevertheless succeeded in growing its revenue
above the benchmark and in winning market share in 201 3.

Competition intensified in 201 3. Insurers are accepting shar-
per prices than previously in order to attract new customers.
There is a general trend that international insurers are increa-
singly turning to the Danish commercial insurance market,
making the market more competitive.

In recent years, the major insurance brokers have increa-
singly focused on offering standardised insurance terms. This
serves to make the insurance premium the key competitive
parameter for customers in this segment. This trend may re-
sult in a shift of market shares over the next few years. Alm.
Brand will not compromise on profitability to win a higher
market share.

Agriculture

Alm. Brand is a leading insurance provider to Danish agricul-
ture with an estimated market share of more than 30%. For
a number of years, Alm. Brand has worked with individual
farmers on claims prevention. As part of these efforts, elec-
trical and thermographic surveys of farm buildings are car-
ried out on a regular basis with a view to early identification
of potential fire hazards. Vacant buildings are converted from
replacement-cost insurance to fixed-sum insurance, which
gives the farmer a smaller sum for clean-up but also reduces
the premium due to the lower risk.

The trend towards larger but fewer farms is continuing. There
are less than 40,000 farms in Denmark today, as compared
with 42,000in 2011.

non-life insurance

STRATEGY

Customers

Non-life Insurance’s objectives are to develop, advise on, sell
and manage profitable, high-quality insurance solutions,
thereby safeguarding and taking care of its customers. This
will be achieved by providing supreme customer service,
by supporting our customers in their everyday lives and by
promoting proper and reasonable conduct in terms of price,
flexibility and, not least, coverage.

The primary target group of the private customer segment is
individuals who are resident in Denmark and own their own
home and/or a car and who therefore need a broader range
of insurance products. The commercial customer segment
serves small and medium-sized businesses, property owners
and administrators, agricultural businesses and the public
sector as its primary target groups.

Alm. Brand aims for the customers to place as much of their
business as possible with the company and for all customers
to remain loyal and satisfied.

Strategic goals for 2013-2016

Target: Non-life Insurance should generate a return on equity of
20% plus the money market rate

Alm. Brand stands today as one of Denmark’s most efficient
and profitable non-life insurers. We intend to maintain and
further strengthen this position. To this end, we defined a
new strategy in 2012, which builds on the results already ac-
complished.

In spite of two major storms in the fourth quarter of 2013,
Non-life Insurance generated return on equity of 35%, which
was significantly above the target.

Target: A maximum combined ratio of 92

Our efforts to ensure profitability continue. Alm. Brand has
a relatively large portfolio of building insurances in the com-
mercial and agricultural markets. Earnings from this product
are low compared with the risk involved and the capital allo-
cated. As aresult, Alm. Brand made efforts in 201 3 to transfer
a substantial part of these customers to a new building insu-
rance product. In addition to new terms, the new building
insurance product also introduces higher prices and higher
deductibles.
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Competition is mounting in several areas, not least in the mo-
tor insurance market. Alm. Brand is tracking developments
but aims to maintain satisfactory profitability.

The total combined ratio increased to 87.4 in 201 3, marking
a highly satisfactory performance relative to the target of a
combined ratio of 92.

The underlying combined ratio was further improved to 78.8
in 2013 from 79.7 in 2012. The target for the underlying
combined ratio is around 80.

Target: Annual efficiency enhancement of 2.5%

We aim to maintain and further improve the efficiency en-
hancements already achieved. Our target is to enhance effi-
ciency by 2.5% annually until end-2016, equivalent to an
expense ratio of around 15. We aim to do this, among other
things, by means of increasing the digitalisation of all custo-
mer-facing processes and optimising all other processes.

In 2013, Alm. Brand took measures to increase digitalisati-
on. More and more new customers are fully digital from the
outset, receiving their insurance offers, policies and other
communications electronically. In addition, electronic news-
letters are distributed to customers who have so requested.

Return on equity (%) Combined ratio

39 98.2
35 92.3

85.5

80.2

12

2010 2011 2012 2013 2010 2011

- Return on equity before tax

Target -

Combined ratio

During the two storms in October and December 201 3, the
new online platform (I Skade) was put to the test when a very
large number of customers opted to use our online self-ser-
vice facilities, interfacing directly with Alm. Brand’s claims
system. At the same time, customers were able to upload pic-
tures, receipts and other documentation, resulting in signifi-
cantly quicker claims assessment and, ultimately, quicker
handling of their claims.

The degree of digitalisation is measured in a number of are-
as, including use of electronic mail, online purchasing and
online claims filing. Alm. Brand aims to digitalise 33% of all
customer-facing processes by 2016.

As a result of investments currently being made in systems
that will support the digitalisation process, the target ex-
pense ratio of 15 will not be achieved until late in the strategy
period.

Target: Maintaining a market share of at least 10%

The combination of the general customer perception of Alm.
Brand, accessibility and efficient administrative business
procedures will serve to create greater customer loyalty and
hence contribute to maintaining, and preferably increasing,
our market share. Alm. Brand only wants profitable growth.
As and when opportunities arise, we will form partnerships

Gross claims ratio (%)

87.4

79.7 78.8 17.6

2012 2013 2010 2011 2012 2013

"""" Target 2016:15%

Underlying combined ratio



INCOME
STATEMENT

BALANCE SHEET

KEY RATIOS

non-life insurance

DKKm 2013 2012 2011 2010 2009
Gross premiums 5,031 4,866 4,772 4,762 4,714
Technical interest 9 13 40 33 53
Claims expenses -3,769 -3,180 -3,845 -3,702 -3,601
Insurance operating expenses -803 -790 -763 -839 -872
Reinsurance profit/loss 174 - 86 207 -136 -146
Technical result 642 823 411 118 148
Interest and dividends, etc. 233 245 262 283 370
Capital gains and losses -24 -106 -28 -22 1
Investment management expences -22 -23 -18 -19 -29
Return on technical provisions - 66 - 86 -167 -155 -205
Return on investment after technical interest 121 30 49 87 137
Other ordinary items 0 0 0 2 2
Profit before tax 763 853 460 207 287
Tax -221 -214 -116 -51 -79
Profit after tax 542 639 344 156 208
Run-off gains/losses 207 235 153 139 80
Total provisions for insurance contracts 7,553 7,215 7,368 6,920 6,631
Insurance assets 608 143 336 163 103
Total shareholders’ equity 2,184 2,441 2,152 1,808 1,753
Total assets 10,661 10,579 10,348 9,383 8,933
Gross claims ratio 74.9% 65.4% 80.6% 77.8% 76.4%
Gross expense ratio 16.0% 16.2% 16.0% 17.6% 18.5%
Net reinsurance ratio - 3.5% 1.7%  —4.3% 2.8% 3.1%
Combined ratio 87.4% 83.3% 92.3% 98.2% 98.0%
Operating ratio 87.3% 83.1% 91.5% 97.6% 96.9%
Relative run-off result 4.3% 4.4% 3.3% 3.3% 1.8%
Return on equity before tax 35.0%  387%  23.2% 11.9% 19.1%
Return on equity after tax 24.9% 29.0% 17.4% 9.0% 13.8%
Solvency ratio* 2.7 2.8 2.6 2.7 2.7

Financial highlights and key ratios have been calculated in accordance with the Executive Order on the presentation of financial reports by

insurance companies and profession-specific pension funds.

* The solvency ratio is for Alm, Brand Forsikring A/S, and the capital base is reduced by the amount of proposed or distributed dividends.
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with other insurance companies. Alm. Brand’s market share
increased in 2013 to stand at 10.3, in part due to the colla-
boration with the insurance company AIG on workers’ com-
pensation insurance and the collaboration with the insuran-
ce company Senderjysk Forsikring on agricultural insurance.

Customer retention is a key focal area for Alm. Brand in
maintaining its market position. As part of this strategy, Alm.
Brand’s has appointed a customer ambassador who is re-
sponsible for ensuring optimum service and claims handling
with a view to improving customer loyalty. A key factor in
achieving greater customer loyalty is to reduce the number
of customer complaints. Specifically, Alm. Brand has worked
to reduce the number of complaints filed with the Insurance
Complaints Board. In 201 3, a total of 89 complaints were fi-
led, marking a reduction of more than 50% relative to 2011.

The technical result was a profit of DKK 642 million, against
DKK 823 million in 2012. The two severe storms that hit
Denmark in October and December reduced the profit by
a total of DKK 219 million, equalling an effect on the com-
bined ratio of 4.4%.

The combined ratio was 87.4, against 83.3 in 201 2. Relative
to 2012, the combined ratio was adversely affected by the
two storms, a higher number of major claims and slightly lo-
wer run-off gains net of reinsurance. The underlying business
continued to develop favourably, reporting a combined ratio
of 78.8 against 79.7 in 2012. This performance was slightly
better than expected, as the target combined ratio for the un-
derlying business is approximately 80.

2013 2012 2011 2010
Combined Ratio,
PERFORMANCE underlying business 78.8 79.7 80.2 85.5
The group’s non-life insurance activities generated pre-tax Major claims 7.2 6.2 6.8 7.1
profit of DKK 763 million in 2013, as compared with DKK Weather-related claims 3.7 2.1 6.9 8.5
853 millionin 2012. Reinstatement premiums 1.8 0.2 1.6 -
Run-off result -4.1 -49 -3.2 -2.9
The performance was highly satisfactory and better than ex- Combined Ratio 874 833 923 8.2
pected. The performance resulted in a return on equity of
35% before tax, compared with 39%in 2012.
Marked share (%) No. of complaints filed with the Insu- Customer defection
rance Complaint Board rate p.a.
197
178
10 10.3
0.9 90 110
125
100
89
90
80
70
2010 2011 2012 2013%) 2010 2011 2012 2013 2010 2011 2012 2013

*)At 30 September

Index (2010=100)



The investment return after technical interest came to DKK
121 million, against DKK 30 million in 2012. The perfor-
mance was highly satisfactory and better than expected.

Premiums

Gross premiums totalled DKK 5,031 million, against DKK
4,866 million in 2012, an increase of 34% and slightly better
than expected. The premium growth was based on, among
other things, a collaboration with the insurance company
AIG on the writing of workers’ compensation insurance as
well as the writing of a large commercial property portfolio
at 1 January 201 3. Moreover, the level of customer defections
generally remained low.

Claims experience

The claims ratio was 74.9 in 2013, against 65.4 in 2012, and
total gross claims were DKK 3,769 million, against DKK 3,1 80
million last year. The claims ratio was adversely affected by
the two storms in the fourth quarter and by a slightly higher
level of major claims compared with 2012. Overall, weather-
related and major claims affected the claims ratio adversely
by 12.9% percentage points relative to 2012.

On the other hand, higher gross run-off gainsin 201 3 relative
to 2012 affected the claims ratio favourably by 2.7 percenta-
ge points. Net of the above factors, the claims ratio was 64.7,
against 65.4in 2012.

Weather-related claims

The first three quarters of 2013 were characterised by a very
low level of weather-related claims expenses. This changed
in the fourth quarter when Denmark was hit by two severe
storms, one on 28 October and one on 5-6 December 201 3.
These were the most severe storms recorded since January
2005. During storm Allan on 28 October 2013, wind speeds
of 192.6 km/hour were recorded at Kegnees Fyr in southern
Jutland.

Alm. Brand expects to receive a total of just over 40,000 claims
from the two storms. This is approximately 90% of the normal
number of claims processed during a quarter. In addition,
Alm. Brand received around 350 claims due to storm surge
flooding. These claims are being assessed by Alm. Brand’s
claims assessors in accordance with the rules and conditions
of the Danish Storm Council and paid from the storm surge
flooding pool established by the Danish government.

Alm. Brand expects total claims expenses related to the two
storms to run to DKK 650 million. Alm. Brand has retention
of DKK 75 million on each storm, and any claims above this
amount will be covered by reinsurance. In addition to the re-
tention, Alm. Brand has paid DKK 85 million to reestablish its
reinsurance cover.

non-life insurance

STORMS ON 28. OCT. AND 5 - 6 DEC. 2013

DKKm Total
Expected claims expences 650
Preinsurance recoveries” -516
Claims, met of reinsurance 134
Reinstatement premium paid 85
Total results impact 219
Expected no. of claims 40,000

*Includes DKK 16 million in refunded claims processing expenses

Net of reinsurance, weather-related claims expenses totalled
DKK 187 million in 201 3, against DKK 102 million in 2012.
Due to a well-structured reinsurance programme, the level of
claims from weather-related causes was below normal for the
year as a whole, even with the two storms. Weather-related
claims affected the claims ratio by 3.7 percentage points,
against 2.1 percentage points in 2012. An expected normal
level would be around 4%.

Major claims

Net of reinsurance, major claims totalled DKK 364 million in
2013, against DKK 302 million in 2012. In spite of the hig-
her level relative to 201 2, this was better than expected. Ma-
jor claims affected the claims ratio by 7.2 percentage points,
against 6.2 percentage points in 2012. An expected normal
level would be just over 8%.

Underlying business

The underlying business continues to develop favourably as
a result of ongoing efforts to improve the price/risk relation-
ship. The number of reported claims was 1% higher than in
2012, but this should be seen in the context of an even higher
increase in the number of insurances. Accordingly, the claims
frequency declined on most products in 201 3. This was due
to a general decline in the number of burglaries and traffic
accidents in Denmark as well as to the fact that Alm. Brand
has tightened its underwriting policy, introduced higher de-
ductibles and advised the customers on claims mitigation
measures.

Discounting effect

The rate of interest used for discounting provisions was mar-
ginally lower in 201 3 than it was in 201 2. Seen over the year
as a whole, this resulted in an increase 0.3 of a percentage
point in the claims ratio relative to last year.

On 20 December 2013, an agreement was made to extend
the Danish FSA’s yield curve until 1 January 2016 when Sol-
vency Il is expected to come into force.
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Run-off result

Run-off gains net of reinsurance totalled DKK 207 million,
against DKK 235 million in 201 2. Run-off gains mainly came
from personal injury and liability claims.

The effect of developments in the workers’ compensation
index on provisions is hedged by way of inflation swaps. In
2013, there was a complete match between the effect of in-
dexation and the inflation swap hedge.

Costs

Total costs amounted to DKK 803 million in 2013, against
DKK 790 million in 201 2. The expense ratio was 1 6.0, against
16.2 in 2012 and compared to an expected level of 16.5. In
201 3, expenses were affected, among other things, by invest-
ments made in relation to the group’s digitalisation strategy
and by lower acquisition costs. The overall cost level was bet-
ter than expected.

Net reinsurance ratio

The net reinsurance ratio for the year was negative at 3.5 (in-
come), against an expense of 1.7 in 2012. Reinsurance pre-
miums amounted to an aggregate of DKK 387 million, while
DKK 561 million was received in reinsurance recoveries and
commission.

Investment return

The return after interest on technical provisions was DKK
121 million, against DKK 30 million at 31 December 2012.
The investment return before transfer to insurance activities
was DKK 187 million, against DKK 116 million in 2012.

The 2013 performance was lifted by a favourable compositi-
on of investment assets, which increased the total return. The
assets generally had lower interest rate sensitivity than the
liabilities in 201 3. The rising level of interest rates in 2013
contributed favourably to the performance, as the invest-
ment profile was structured so as to get exposure to rising in-
terest rates. The spread in the interest rate risk between assets
and liabilities narrowed in step with the increase in interest
ratesin 2013.

The investment assets are predominantly placed in Danish
interest-bearing assets with an overweight of mortgage
bonds.
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Throughout 201 3, the interest-bearing assets had a weighted
duration of between two and three years. Most of the interest
rate exposure on assets is aligned with the interest rate expo-
sure on provisions by means of interest rate swaps.

Non-life Insurance’s equity exposure represents less than
one per cent of the investment assets and is predominantly
composed of strategic equities that support the business.

Private

The technical result excluding technical interest was a pro-
fit of DKK 352 million in 2013, against a profit of DKK 383
million in 201 2. The combined ratio was 86.5, against 85.2 in
2012. The performance was highly satisfactory.

Premium income for 2013 as a whole rose by 1.9% to DKK
2,626 million. Premiums grew at a fair rate in the first half
of the year in particular. In second half of the year, premium
growth slowed, especially on motor insurances, due in part
to a shift in Denmark’s fleet of passenger cars towards small
cars, which are cheaper to insure, and in part to mounting
competition in the market for motor insurance in 2013. In
spite of the competition, the 2013 customer retention rate
reached the highest level since 2009

PRIVATE

DKKm 2013 2012
Gross premium income 2,626 2,579
Gross claims expenses -1,845 -1,717
Insurance operating expenses -467 -456
Reinsurance loss 38 -23
Technical result*) 352 383
Run-off result 99 79
Gross claims ratio 70.2% 66.6%
Gross expense ratio 17.8% 17.7%
Net reinsurance ratio -1.5% 0.9%
Combined Ratio 86.5% 85.2%

*) Excluding technical interest

The claims ratio totalled 70.2, against 66.6 in 201 2.



Weather-related claims amounted to DKK 187 million in
2013, against DKK 31 million in 2012. The cost of the Octo-
ber and December storms is expected run to DKK 28 million
net of reinsurance. Net of reinsurance, total weather-related
costs amounted to DKK 52 million, against DKK 31 million in
2012. Weather-related claims expenses increased the combi-
ned ratio by 0.8 of a percentage point relative to 2012.

STORMS ON 28. OCT. AND 5 - 6 DEC. 2013 PRIVATE
DKKm Total
Expected claims expences 163
Preinsurance recoveries” -135
Claims, met of reinsurance 28
Reinstatement premium paid 22
Total results impact 50
Expected no. of claims 23,000

*Includes DKK 9 million in refunded claims processing expenses

The number of major claims increased from 2012 to 2013,
bringing total claims expenses net of reinsurance to DKK 85
million, against DKK 42 million in 201 2. However, the num-
ber of major claims reported in 2012 was extremely low,
whereas the level of claims reported in 2013 was closer to
normal. Nevertheless, major claims were slightly below the
expected levelin 2013.

The underlying non-life insurance business continues to de-
velop favourably. The claims experience in motor insurance
lines remains highly satisfactory, and improvement is seen
across most other lines as well.

The expense ratio totalled 17.8, against 17.7 in 2012. The le-
vel of expenses was in line with expectations.

The run-off result net of reinsurance produced a gain of DKK
99 million, against DKK 79 million in 2012. Most lines re-
ported run-off gains.

The net reinsurance ratio was negative at 1.5 (income),
against an expense of 0.9 in 2012.

non-life insurance

Commercial

The technical result excluding technical interest was a profit
of DKK 281 million, against a profit of DKK 427 million in
2012. This performance was highly satisfactory considering
the two major storms in the fourth quarter of 201 3.

The performance was lifted by a sustained improvement
of the underlying business, higher premium income and a
lower expense ratio. The two storms in October and Decem-
ber reduced the technical result by DKK 170 million, net of
reinsurance.

Gross premium income from the commercial customer seg-
ment totalled DKK 2,405 million, against DKK 2,287 mil-
lion in 2012, equivalent to an increase of 5.2%. The premium
growth was based on, among other things, a collaboration
with the insurance company AIG on the writing of workers’
compensation insurance as well as the writing of a large com-
mercial property portfolio at 1 January 201 3.

As expected, the ongoing rewriting of building insurances re-
sulted in a higher customer defection rate, especially among
the customers facing the largest increases in premiums and
deductibles. In addition, the fourth quarter saw cancella-
tions from a couple of large customers within workers’ com-
pensation and building insurance.

COMMERCIAL

DKKm 2013 2012
Gross premium income 2,405 2,287
Gross claims expenses -1,924 -1,463
Insurance operating expenses -336 -334
Profit/loss on reinsurance 136 -63
Technical result*) 281 427
Run-off result 108 156
Gross claims ratio 80.0% 64.0%
Gross expense ratio 14.0% 14.6%
Net reinsurance ratio -5.6% 2.7%
Combined Ratio 88.4% 81.3%

*) Excluding technical interest

The combined ratio was 88.4, against 81.3 in 2012. The
claims ratio totalled 80.0, against 64.0in 2012.
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Weather-related claims amounted to DKK 517 million,
against DKK 71 million in 201 2. The cost of the two storms in
October and December is expected run to DKK 106 million
net of reinsurance. Net of reinsurance, total weather-related
claims expenses amounted to DKK 136 million in 201 3, cor-
responding to a claims ratio of 5.7, against 2.9 in 2012.

STORMS ON 28. OCT. AND 5 - 6 DEC. 2013 BUSINESS
DKKm Total
Expected claims expences 487
Preinsurance recoveries” -381
Claims, met of reinsurance 106
Reinstatement premium paid 63
Total results impact 169
Expected no. of claims 17,000

*Includes DKK 7 million in refunded claims processing expenses

Net of reinsurance, major claims totalled DKK 280 million,
against DKK 260 million in 201 2. Relative to 2012, the num-
ber of major agricultural claims was slightly higher, espe-
cially in the first quarter. Overall, major claims expenses were
below the level expected at the beginning of the year.

The results for building insurances for commercial and agri-
cultural customers still failed to meet the company’s profit-
ability requirements, although improvements were seen in
the underlying business in 201 3. As a result, Alm. Brand re-
wrote some of these customers to new terms in combination
with higher deductibles and premium increases in 201 3. The
effect of these initiatives will not be fully measurable until la-
terin 2014 and in 201 5. We will continue this work until the
portfolio has reached a satisfactory performance.

The run-off result net of reinsurance produced a gain of DKK
108 million, against DKK 156 million in 2012. The run-off
gains were mainly attributable to workers’ compensation and
liability insurance, which are generally long-tail lines.

The expense ratio totalled 14.0, against 14.6 in 2012. The ex-
pense ratio was slightly better than expected.
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The net reinsurance ratio for the year was negative at 5.6 (in-
come), against an expense of 2.7 in 2012. Alm. Brand paid
DKK 260 million in premiums to reinsurers, DKK 64 million
of which was a reinstatement premium after the two storms.
Total claims recovered from reinsurers amounted to DKK
396 million.

MAJOR EVENTS

New building insurance product for commercial and agri-
cultural customers

In 2013, Alm. Brand introduced a new building insurance
product for its commercial and agricultural customers. The
new product offers a range of improvements, including ex-
tended water damage cover for customers with residential
buildings. Some customers were given notice of a higher pre-
mium on their building insurance so as to better balance the
premiums with the expected claims payable on the relevant
policies.

Thermographic survey of agricultural properties

As part of Alm. Brand’s ongoing work on claims prevention
measures, the company entered into a partnership with a
na-tionwide provider of infrared scanning services to con-
duct thermographic surveys of agricultural properties in its
portfolio. The aim is to reduce the number of farm fires cau-
sed by electrical system failures. The agreement enables Alm.
Brand to offer its agricultural customers a claims-preventing
initiative that can reduce the risk of fire incidents at customer
properties.

Collaboration within workers’ compensation insurance

At the beginning of the year, Alm. Brand and the Danish divi-
sion of the insurance company AIG concluded an agreement
for Alm. Brand to take over AIG’s workers’ compensation
insurance portfolio. The agreement comprises both existing
and new workers’ compensation insurance business written
by AIG. As a result of this agreement, Alm. Brand’s premium
income from workers’ compensation insurance increased
considerably in 201 3.



More agricultural customers

At the beginning of 2013, Alm. Brand and Senderjysk
Forsikring G/S agreed to begin a transfer of Senderjysk For-
sikring’s agricultural customers to Alm. Brand. Most of Sen-
derjysk Forsikring’s agricultural customers responded favou-
rably to the recommendation, and Alm. Brand has had a high
hit rate for new business written with these customers. In
2013, Alm. Brand consequently consolidated its position as
one of Denmark’s leading insurers for agricultural customers.

Revised preferred customer concept

Alm. Brand revised its concept for preferred customers (Plus-
kunder) in June 201 3. Going forward, even more customers
will be given Pluskunde status if they pool their insurance
products with Alm. Brand, offering them attractive insurance
solutions and prices in addition to the opportunity to become
multi-product customers (Dobbeltkunder). Alm. Brand also
introduced a new type of cover — Classic car in use — enabling
policyholders with Pluskunde status to expand their cover-
age to include their classic car as a vehicle in use.

The motorcycle insurance product was also expanded to al-
low policyholders with Pluskunde status to obtain limited
all-risk insurance cover. In future, optional roadside assistan-
ce cover will be available for motorcycle insurances as well.

New travel insurance

In May, Alm. Brand introduced a new and extended travel
insurance policy. The travel insurance will be revised again
in 2014 as a consequence of an amendment to Denmark’s
finance bill for 201 4 stipulating that the public travel and he-
alth insurance will cease with effect from 1 August 201 4. This
means that expenses previously covered by public healthcare
will have to be covered by the consumers themselves or their
travel insurance company in future. Alm. Brand wants to
brief'its customers well in advance about these changes and
explain the options available to them if they want to take out
insurance against these expenses.

non-life insurance

The storms on 28 October and 5-6 December 2013

On 28 October 2013, Denmark and especially the southern
part of the country was hit by storm Allan with the stron-
gest wind gusts ever recorded in Denmark. Alm. Brand acti-
vated the highest level of alert for weather incidents. All five
customer service centres and their some 1 00 employees were
called in to serve customers with claims to report, and many
employees from other departments also assisted in the con-
tingency arrangements.

As opposed to the last big storm, in 2005, customers were
able to report claims online, interfacing directly with Alm.
Brand’s claims system. This self-service option was widely
used by customers, with some 30% of all claims being filed
online.

The customers uploaded more than 25,000 pictures of da-
maged property, receipts and other claims documentation
online. As a result, Alm. Brand was able to quickly help the
customers and assess the nature and extent of the damage,
ensuring a faster claims settlement process.

At the turn of the year, just over 24,000 claims had been re-
ported. Alm. Brand expects to receive approximately 25,000
reported claims from storm Allan.

On 5-6 December 201 3, Denmark was hit by another storm,
which was named Bodil.

As opposed to storm Allan, which mainly hit the southern
part of Denmark and quickly moved on, storm Bodil hit al-
most all parts of Denmark. The storm lasted several days, but
the wind speeds did not reach the level seen during storm Al-
lan.

The contingency arrangements set up under the first storm
were still in force, and Alm. Brand was therefore well prepa-
red when storm Bodil made landfall.

At the turn of the year, approximately 14,000 claims had
been reported due to storm Bodil. Alm. Brand expects to re-
ceive slightly more than 15,000 reported claims related to
that event.
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Proper conduct

N every process.
Supreme service
every time we meet
our customers.



Storm surge flooding after Bodil

On 6 December 2013, the water level in Danish inland
coastal waters rose as a result of the storm, especially in Ise-
fiorden and Roskilde Fjord.

In many places, the water reached the highest level ever re-
corded. Several thousand homes were damaged. On 10 De-
cember 201 3, the Danish Storm Council determined that the
storm on 5-6 December had resulted in storm surge flooding
in many parts of Denmark. Storm surge flooding claims are
not covered by insurance but out of the storm surge flooding
pool. Coverage of storm surge flooding claims is determined
according to defined rules laid down and managed by the Da-
nish Storm Council.

The loss of each individual customer affected is assessed by
the relevant customer’s fire insurance company. This means
that in such situations the employees of Alm. Brand work for
the Danish Storm Council and according to quite compre-
hensive rules defined by the Council.

non-life insurance

Alm. Brand has received around 350 reports from customers
with storm surge flooding claims.

OUTLOOK

Our non-life operations are expected to generate a total pre-
tax profit of approximately DKK 475 million in 2014, corre-
sponding to a combined ratio of around 91-92.

The expense ratio is expected to be at the level of 1 6%.

Premium income is expected to increase by around 1%. Pre-
mium growth is affected by customer defections due to pre-
mium increases on building insurances, cancellation by a
couple of large commercial customers and by lower average
premiums on motor insurances.
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Banking

Alm. Brand Bank is a nation-wide bank with just over 50,000
private customers measured in terms of households.

The bank offers products that meet the financial needs of
private customers. In addition, the bank has activities wi-
thin car leasing for private and commercial customers, bond,
equity and currency trading and research (Markets) and asset
management services (Asset Management).

The bank also has a winding-up portfolio of loans and advan-
ces, consisting primarily of agricultural, commercial and mort-
gage deed exposures.

MARKET

Private

The private customer market was characterised by consumer
spending restraint again in 2013. Private customers generally
remain focused on reducing their bank debts and increasing
their savings.

The housing market was slightly upward trending in 2013, but
the recovery is fragile with substantial geographical variations.
The market remains sluggish, and actual improvement is only
seen in and around major towns and cities.

After years of great restraint, the general investment appetite
of ordinary private customers is gradually recovering. There
are indications of budding optimism, but they have yet to
translate into a significant increase in the bank’s brokerage in-
come from private customers.

As expected, the introduction by the Danish government of
the new retirement pension (Alderspension) caused many
customers to exercise the option of early payment of tax on ca-
pital pension deposits at a lower rate.
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As aresult of the declining trend in lending, a sluggish housing
market and tax payments on pension assets, earnings from the
private customer banking market did not improve to any great
extent in 2013.

Financial Markets
Trading activity generally picked up in 2013, impacting favou-
rably on Alm. Brand’s activities in Financial Markets.

However, trading income remains under pressure, and the
market for asset management services is extremely competi-
tive. At the same time, customers are increasingly demanding
more information and reporting services.

Markets generally developed favourably in 2013. The financial
markets were focused on whether growth would pick up and
whether the very lenient monetary policies would be main-
tained. Economic indicators gradually improved during the
year, driven mainly by the USA where declining unemploy-
ment and growing consumer confidence characterised de-
velopments.

Long-term yields were generally upward trending over the
year, as were the major equity markets.

Leasing

The private car leasing market experienced fair growth in 2013.
The market has yet to reach the level seen prior to the change
in the principles for calculating vehicle registration fees, but
particularly private leasing of small and mid-sized cars saw
substantial growth in 2013.

The commercial car leasing market bounced back to a reasona-
ble level in 2012, and this level was maintained in 2013.



”We want our customers to
perceive Alm. Brand Bank as
one of the best providers of
service and advice and as
offering the best prices in the
industry. Customers should

be offered financially attractive
and value-creating solutions
supporting longterm customer
relationships”

Kim Bai Wadstrem,
Managing Director, Banking
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INCOME
STATEMENT

BALANCE
SHEET

KEY RATIOS

CONSOLIDATED FIGURES

DKKm 2013 2012 2011
CONTINUING ACTIVITIES:

Net interest and fee income, Private 179 177 172
Trading income (excl. value adjustments) 240 172 224
Other income 89 63 55
Total income 508 412 451
Expenses -368 -364 -368
Depreciation and amortisation -52 -33 -18
Core earnings 88 15 65
Value adjustments -33 3 -96
Profit/loss from investments -2 -6 0
Alm. Brand Formue (the bank’s ownership interest) -25 -2 -28
Profit/loss before impairment writedowns 28 10 -59
Impairment writedowns -118 -57 -105
Profit/loss before tax, continuing activities -90 -47 -164
WINDING-UP ACTIVITIES:

Profit/loss before impairment writedowns -123 -49 -101
Impairment writedowns -256 423 -889
Profit/loss before tax, winding-up activities -379 -472 -990
Total profit/loss before tax and minority interests -469 -519 -1,154
Tax 77 128 236
Profit/loss for the year before minority interests -392 -391 -918
Minority interests 26 39 -32
Consolidated profit/loss for the year -366 -352 -950
Loans and advances, continuing activities 2,568 2,754 3,158
Loans and advances, winding-up activities 4,772 5,642 7,059
Deposits 10,936 11,325 7,995
Shareholders’ equity 1,696 1,169 1,234
Share attributable to minority interests 193 173 141
Total assets 16,296 17,903 21,393
Average no. of employees (full-time equivalents) 263 275 286
Interest margin (%) 1.6% 1.4% 1.6%
Inome / cost ratio 0.38 0.42 0.08
Impairment ratio 2.1% 2.8% 6.0%
Solvency ratio 18.4%  18.5%  16.8%
Return on equity before tax (%) -33.8% -41.6% -94.5%
Return on equity after tax (%) -27.9% -30.6% -75.8%

The bank has introduced a new version of the financial highlights in the Annual Report 2013, showing a break-

down on continuing activities and winding-up activities. For registration reasons, it has not been possible to

show the breakdown until from 2011. In the management’s review, the items of the income statement and loans

and advances have been broken down by continuing activities and winding-up activities. This breakdown does

not apply to the rest of the annual report, as the conditions of IFRS 5 are not fully met, including the condition

on realisation within 12 months. Alm. Brand Formue is stated as the bank’s ownership interest including results

of equity risk hedging.
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STRATEGY

The bank’s strategy is to support the Alm. Brand Group’s aim
of offering its selected customer segments comprehensive fi-
nancial solutions across insurance, pension and banking,.

The bank’s strategy is focused on three segments:

. Private customers
. Financial Markets
+  Leasing

Alm. Brand Bank wants to be the primary banker of its pri-
vate customers. The bank focuses particularly on customers
who own their own homes or live in cooperative housing and
customers with a major requirement for investment and pen-
sion advisory services, as these customer segments would po-
tentially benefit the most from the bank’s advisory services.
The private customer area collaborates closely with Financial
Markets on investment and asset management services.

By maintaining superior quality in its research and advisory
services, Financial Markets aims to provide all customers with
an optimum decision-making basis, whether they are private
or professional customers. The advisory services are based on
long-term strategies, fundamental and quantitative research
and focus on risk management aligned with the risk profile of
each individual customer. The advisory services are further-
more founded on a holistic advisory approach based on a pro-
prietary asset allocation model that provides guidelines on the
most appropriate allocation of a customer’s assets.

In leasing, the strategy is to offer competitive lease solutions
that cover the requirements of financially sound businesses for
leasing passenger and commercial cars. The strategy also aims
to intensify direct sales of car leases to individuals, both to end
customers and through partnerships with car importers and
car dealers.

We want our customers to perceive Alm. Brand Bank as one of
the best providers of service and advice and as offering the best
prices in the industry. Customers should be offered financially
attractive and value-creating solutions supporting long-term
customer relationships. The aim is to have simple and uncom-
plicated procedures and offer high-quality advisory services as
and when required.

The bank has just over 50,000 customers (meas-ured in terms
of households), who are served by some 80 banking, invest-
ment and pension advisers distributed on 11 branches. In addi-
tion, around 40 employees at the bank’s head office deal direct
with customer needs and enquiries and with developing the
private customer area. Financial Markets has some 50 emplo-
yees working in front, middle and back office functions, and
Leasing has about 25 employees.

In addition to these segments, the bank has a portfolio of win-
ding-up activities consisting of agricultural, commercial and
mortgage deed exposures. The bank is strongly focused on mi-
nimising losses when winding up discontinued business areas.

In terms of organisational resources, the winding-up portfolio
is handled by close to 30 employees. Winding-up activities are
handled centrally at the head office, ensuring that the remai-
ning organisation stays focused on providing optimum service
to the bank’s customers going forward.

Strategic goals for 2013-2016
The bank has defined a number of goals to improve earnings so
that it may deliver satisfactory results in future.

Target: Income/cost ratio of more than 1.1 by 2016

The income/cost ratio was 0.38 in 2013, being affected by large
impairment writedowns. The improvement to be achieved by
2016 will be driven by higher core earnings from continuing
activities and by a reduction of total impairment writedowns.
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Financial results for Q4

»  Loss before tax and minority interests: DKK 104 million
(2012: DKK 146 million loss)
» Continuing activities: DKK 20 million loss (2012:
DKK 12 million profit)
+  Winding-up activities: DKK 84 million loss
(2012: DKK 158 million loss)
»  Loss/profit before impairment writedowns:
DKK 6 million loss (2012: DKK 2 million profit)
. Losses and writedowns: DKK 98 million (2012: DKK
148 million)
. Reduction in lending in the winding-up portfolio:
DKK 296 million (2012: DKK 472 million)

The interest margin for the parent company was 1.6%, against
1.4% in Q4 2012. For the banking group, the interest margin
was also 1.6%, against 1.4% in Q4 2012.

Continuing activities

The continuing activities posted a profit before writedowns of
DKK 24 million, against a profit of DKK 32 million in Q4 2012.
This performance was driven by improved core earnings and
was offset by a decline in value adjustments.

- 104 DKKm

Loss before tax and minority interests:
(2012: DKK 146 million loss)

Income

The bank’s income from continuing activities improved by
DKK 46 million to DKK 150 million, against DKK 104 million
in Q4 2012. This increase was primarily driven by higher tra-
ding income from Financial Markets and increased earnings
from leasing activities.

Core earnings
Core earnings increased by DKK 14 million to DKK 30 million
from 16 million in Q4 2012.

Value adjustments

Value adjustments amounted to a loss of DKK 2 million,
against a gain of DKK 16 million in Q4 2012. The loss in 2013
was attributable to the bank’s bond portfolio.

Writedowns

Writedowns amounted to DKK 44 million, against DKK 20
million in Q4 2012, and were attributable to the bank’s pri-
vate customers.

Winding-up activities

The bank’s winding-up activities posted a pre-tax loss of DKK
84 million, against a loss of DKK 158 million in Q4 2012. Wri-
tedowns amounted to DKK 54 million, against DKK 128 mil-
lion in Q4 2012.

- 6 DKKm

Loss/profit before impairment writedowns:
(2012: DKK 2 million profit)



Target: Increasing the interest margin by more than 1 percen-
tage point by 2016

The goal is for the group’s interest margin to reach at least 2.4%
by 2016. In 2013, the interest margin was 1.6%, up by 0.2 of a
percentage point on 2012. The improvement was driven by a
fair inflow of new full-service customers and by a reduction of
funding costs.

Target: Reducing the winding-up portfolio by 10% annually

In 2013, the bank succeeded in reducing the winding-up port-
folio excluding writedowns by DKK 615 million, correspon-
ding to 11% of the portfolio at 1 January 2013. The reduction of
the winding-up portfolio was in line with expectations.

Target: Generating a return on equity of 5% plus the money
market rate by 2016

The return on equity was negative at 34% in 2013, being af-
fected by the loss before writedowns and large impairment
writedowns. The return on equity will continue to be affected
by expenses and writedowns related to the winding-up port-
folio over the next couple of years.

PERFORMANCE

The bank incurred a loss before tax and excluding minority in-
terests of DKK 469 million, against a loss of DKK 519 million
in 2012.

Total writedowns amounted to DKK 374 million, against DKK
480 million in 2012. The writedowns were high but within the
expected range of DKK 350-400 million.

Before writedowns, the bank posted a consolidated loss of
DKK 95 million, which was not satisfactory. However, the per-
formance was in line with guidance provided for a loss of DKK
100 million.

The loss before writedowns was composed of a profit of DKK
28 million from continuing activities and a loss of DKK 123
million from winding-up activities.

The 2013 interest margin was 1.5% for the parent company
(2012: 1.4%) and 1.6% for the banking group (2012: 1.4%). The
dedicated efforts made to increase the number of full-service
customers in the private customer segment and reduce fun-
ding costs improved the interest margin in 2013 and will en-
sure that the interest margin continues to increase.

The bank repaid hybrid core capital in a total amount of DKK
630 million in 2013. On 27 February 2014, a decision was made
to repay the remaining DKK 226 million of state-funded hy-
brid core capital. Repayment will take place when permission
has been received. Moreover, the bank repaid the remaining
DKK 2 billion of issued government-guaranteed bonds in 2013.

After repaying the DKK 226 million of state-funded hybrid
core capital, the bank will have repaid all state-funded capital
raised in connection with the financial crisis.

CONTINUING ACTIVITIES

The pre-tax results declined by DKK 43 million relative to 2012
to aloss of DKK 90 million. The loss was attributable to signifi-
cantly larger impairment writedowns. Writedowns amounted
to DKK 118 million, against DKK 57 million in 2012.

Before writedowns, the bank posted a profit of DKK 28 million,
marking an DKK 18 million improvement on 2012. The perfor-
mance improvement was driven by higher core earnings, but
value adjustments and the ownership of Alm. Brand Formue
detracted from the performance.

Core earnings for 2013 were a profit of DKK 88 million, against
a profit of DKK 15 million in 2012. The positive trend was dri-
ven by higher trading income, higher income from the bank’s
leasing activities and an improved performance in the private
customer segment.

Income
Income from the bank’s continuing activities amounted to
DKK 508 million in 2013.

This marked an increase of DKK 96 million or 23% relative to
2012. The increase was driven by higher trading income and
other income, primarily covering the bank’s leasing activities.

Net fee and commission income from the bank’s private custo-
mers was DKK 179 million, against DKK 177 million in 2012.
In spite of the year’s generally sluggish demand from private
customers resulting in a decline in lending, the bank managed
to keep its net interest and fee income unchanged.

Trading income excluding value adjustments increased by
40% to DKK 240 million, against DKK 172 million in 2012.
This improvement was driven by a strong performance of the
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bank’s asset management activities as well as by an increased
customer inflow and higher earnings from the Markets de-
partment. The bank’s other activities also contributed to the
improvement.

Other income, which primarily covers leasing activities, rose
by 41% to DKK 89 million relative to 2012. The bank experi-
enced fair growth in its leasing portfolio in 2013, driven by a
trebling of car orders compared to 2012.

The growth in operating leases triggered a DKK 19 million in-
crease in the bank’s depreciations and amortisation to DKK 52
million from DKK 33 million in 2012.

Costs

Costs amounted to DKK 368 million, which was on a par with
2012. Costs were composed of staff costs and administrative
expenses of DKK 354 million (2012: DKK 359 million) and
other operating expenses, primarily to the Danish Guarantee
Fund for Depositors and Investors, of DKK 14 million (2012:
DKK 5 million).

Value adjustments
Value adjustments amounted to a loss of DKK 33 million,
against a gain of DKK 3 million in 2012.

Interest-related value adjustments amounted to a loss of DKK
40 million, against a loss of DKK 29 million in 2012. The loss
was related to the bank’s bond portfolio, a part of which was
placed in high-yield bonds, and to value adjustment losses as a
result of the bond maturity effect. Rising interest rates in 2013
also resulted in negative value adjustments. The bank’s bond
portfolio produced a return of 1.7% in 2013, which was satisfac-
tory in light of market developments.

Equity-related value adjustments amounted to a gain of DKK 9
million, against a gain of DKK 25 million in 2012.

Currency-related value adjustments amounted to a loss of
DKK 2 million, against a gain of DKK 7 million in 2012.

Writedowns

Writedowns on the bank’s continuing activities amounted to
an expense of DKK 118 million, against an expense of DKK 57
million in 2012. The writedowns were mainly attributable to an
extraordinary credit review of the bank’s private customers.
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Private

Private customer activities reported a loss of DKK 155 million,
against a loss of DKK 102 million in 2012. The higher loss was
due to a DKK 63 million increase in impairment writedowns
to DKK 120 million, resulting from an extraordinary credit
review in which private customers with impaired financial
strength were assessed on the basis of repayment profile and
interest rate level stress tests.

The bank’s income from the private customer segment incre-
ased by 1.7% to DKK 180 million relative to 2012. The trend in
income combined with lower costs resulted in a DKK 10 mil-
lion increase in core earnings to a DKK 35 million loss.

PRIVATE
DKKm 2013 2012
Income 180 177
Expences -215 -222
Depreciations 0 0
Basic earnings -35 -45
Value ajustments 0 0
Total before writedowns -35 -45
Writedowns -120 -57
Total before tax -155 -102

The bank achieved an increase of some 20% in the number of
full-service customers who use Alm. Brand Bank as their main
banker. Growth in the number of full-service customers is a
key element in developing the private customer segment go-
ing forward.

The portfolio of Totalkredit loans for which the bank acted as
intermediary increased by 12% to stand at DKK 4,163 million
at 31 December 2013. As was the case in 2012, many customers
not only converted their loans to other interest and repay-
ment terms in 2013; they also raised supplementary mortgage
loans with Totalkredit which they used to reduce loans with
the bank.



Although there was a fair gross increase in lending of more
than DKK 360 million in 2013, the bank’s lending to private
customers declined by DKK 29 million excluding writedowns
to DKK 2,293 million as a result of increased demand for Total-
kredit loans and the general trend of customers repaying their
loans.

The bank’s pension activities delivered a satisfactory perfor-
mance in 2013. After the introduction of the new retirement
pension (Alderspension), which resulted in a reduction of
pension assets due to the payment of tax on amounts transfer-
red, the bank succeeded in growing its total pension assets by
close to 2%. This increase was driven in particular by the bank’s
portfolio management product, the Alm. Brand Investment
Scheme, which reported growth of almost 13% in 2013.

In 2013, the bank saw greater interest from Non-life Insurance
customers in getting the benefits offered if they become full-
service customers of the bank. This arrangement will also be
a key focus area in 2014, and the positive trend is expected to
continue.

Leasing
Leasing activities generated a pre-tax profit of DKK 1 million,
which was a DKK 3 million improvement on 2012.

LEASING

DKKm 2013 2012
Income 86 60
Expences -33 -30
Depreciations -52 -32
Basic earnings 1 -2
Value ajustments 0 0
Total before writedowns 1 -2
Writedowns 0 0
Total before tax 1 -2

The portfolio of leasing activities grew by more than DKK 100
million in 2013, and more than three times as many cars were
ordered as in 2012. The positive portfolio developments were
driven in particular by private customer leasing, but the com-
mercial segment also reported growth.

Portfolio Private

4,500
4,000 /
3,500
3,000

2,500

2,000

Dec. 12 Mar. ‘13 Jun. 13 Sept. ‘13 Dec.‘13

Lending excl. writedowns for the year
Totalkredit
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As a result of the portfolio growth, income increased by DKK
26 million to DKK 86 million compared with 2012. Deprecia-
tion increased by DKK 20 million due to the increased port-
folio.

Financial Markets
Financial Markets reported a pre-tax profit of DKK 87 million,
against DKK 58 million in 2012.

The income generated by Financial Markets grew by 29% to
DKK 204 million from DKK 158 million in 2012. Greater risk
appetite and activity among Alm. Brand’s customers in 2013
served to increase revenue and a fair inflow of new customers
helped lift core earnings by DKK 46 million to DKK 99 million.

Alm. Brand’s asset management activities delivered a strong
performance in 2013. The performance was supported in par-
ticular by mortgage bonds, which had a positive effect on the
results of Financial Markets.

Financial Markets currently has some DKK 31 billion of assets
under management, of which external funds represent close to
DKK 8 billion, and the department aims to increase the volu-
me of external assets under management in the coming years.

The collaboration between the Financial Markets and Private
segments was strengthened in 2012, and the positive effects fed
through to the 2013 results. The inflow of high net worth pri-
vate customers who have an adviser in Markets is at the highest
level ever recorded. Asset Management has also developed a
structured deposit product for private customers, which was
very well received.

Other

Other activities comprise the bank’s treasury function and the
ownership interest in Alm. Brand Formue A/S. Other activities
reported a pre-tax loss of DKK 23 million, against a loss of DKK
I million in 2012.

Value adjustments amounted to a loss of DKK 18 million
in 2013, against a loss of DKK 1 million in 2012. The loss was
mainly due to the maturity effect on high-yield bonds and to
the effect of rising interest rates.

The bank’s share of the results of Alm. Brand Formue and its
equity risk hedging in this respect amounted to a loss of DKK
25 million. The performance was due to the loss on interest-
bearing instruments and to the hedging of equity risk by
means of indices that did not match the composi-tion of the
portfolio.

WINDING-UP ACTIVITIES
The bank’s winding-up activities are primarily composed of
agricultural, commercial and mortgage deed exposures.

As part of the implementation of a controlled winding up of
the individual exposures, there are cases in which the bank
will grant additional loans as part of its credit defence efforts
to protect assets the bank holds as collateral. This means that
lending may increase in individual segments, even though the
lending segment is being wound up.

FINANCIAL MARKETS OTHER
DKKm 2013 2012 DKKm 2013 2012
Income 204 158 Income 38 17
Expences -105 -105 Expences -15 -7
Depreciations 0 0 Depreciations 0 -1
Basic earnings 99 53 basic earnings 23 9
Value ajustments -15 4 Value ajustments -18 -1
Profit/loss from investments 1 1 Profit/loss from equity investment -3 -7
Total before writedowns 85 58 Alm. Brand Formue (the bank’s ownership interest) —25 -2
Writedowns 2 0 Total before writedowns -23 -1
Total before taxes 87 58 Writedowns 0 0
Total before tax -23 -1
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In 2013, the bank’s winding-up activities reported a loss of
DKK 379 million, against a loss of DKK 472 million in 2012. The
winding-up activities are subject to substantial impairment
writedowns, totalling DKK 256 million in 2013, against DKK
423 million in 2012.

Total loans and advances provided to the winding-up portfo-
lio declined by DKK 870 million to DKK 4,772 million in 2013,
representing 65% of the bank’s overall lending portfolio. Ad-
justed for losses and writedowns, loans and advances were re-
duced by DKK 615 million, which was in line with the expected
level.

Agriculture

In general, times are still difficult for the bank’s agricultural
customers. The risk of default is high, and the market value
of agricultural land and property is under pressure. The bank
values customers’ agricultural land at an average price of DKK
130,000-140,000 per hectare.

The bank’s agricultural portfolio breaks down into around 50%
pig farming, around 45% dairy farming and around 5% arable
farming. The bank had close to 80 agricultural customers at 31
December 2013. The portfolio declined by DKK 135 million in
2013 to stand at DKK 820 million at 31 December 2013. Less
losses and writedowns, the agricultural lending portfolio de-
clined by DKK 34 million.

Losses and writedowns remain high, which is due to additional
drawings on existing credit facilities and to reduced values of
the underlying collateral.

Commercial

The portfolio consists of loans for financing of investment pro-
perties, loans provided to small businesses and syndicated
loans provided to medium-sized Danish businesses.

The bank closed down its largest exposure in 2013, which con-
sisted of guarantee commitments and derivative instruments.
The close-down did not result in a reduction of the lending
portfolio. The exposure was closed without a loss and resul-
ted in a reduction of the bank’s capital reservation of approxi-
mately DKK 50 million.

The total portfolio declined by DKK 229 million in 2013 to
stand at DKK 1,044 million at 31 December 2013. Losses and
writedowns amounted to a reversal of DKK 24 million. Adju-
sted for losses and writedowns, the commercial lending port-
folio declined by DKK 253 million.

Mortgage deeds

This segment comprises the bank’s own portfolio of private
and commercial mortgage deeds. The mortgage deed portfolio
amounted to DKK 2,497 million at 31 December 2013, which
was DKK 433 million less than at 31 December 2012. Adjusted
for losses and writedowns, the portfolio declined by DKK 256
million.

Mortgage deeds inherently run off as a result of regular
payments and redemptions. Such natural run-off accounted
for about 8% of the mortgage deed portfolio in 2013 net of
credit writedowns and interest rate impacts.

Lending year-end Total losses and writedowns Total
DKKm 2012 2013 Share of portfolio (%) Q1 Q2 Q3 Q4 2013  Lossratio(%) ¥
Continuing portfolio 955 820 11.2% 26 18 47 10 101 11.4%
Commercial 1,273 1,044 14.2% —-15 -2 -9 2 -24 -21%
Mortgage deeds 2,930 2,497 34.0% 50 47 37 43 177 6.5%
Other lending 484 411 5.6% 2 - - -1 1 0.2%
Shareholding” - - - - 1 - - 1 -
Winding-up portfolio 5,642 4,772 65.0% 63 64 75 54 256 4.9%
) L osses and writedowns asa percentage of the average portfolio in 2013, The percentage is not comparable with the impairment ratio in the bank’s financial highlights and key ratios.
b Shareholding taken over in connection with the winding up of a former credit exposure. Value adjustment of the shareholding is recognised under value adjustments.
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Credit writedowns amounted to DKK 177 million in 2013, cor-
responding to an impairment ratio of 6.5% of the average port-
folio.

Compared with the banking sector in general, the bank has
fairly high exposure to mortgage deeds relative to the overall
lending portfolio. See note 51 to the financial statements for a
description of significant accounting estimates, assumptions
and uncertainties.

Private mortgage deeds

The bank’s portfolio of private mortgage deeds amounted to
DKK 1,847 million, comprising the bank’s portfolio of mortga-
ge deeds secured primarily against single-family houses, com-
monhold flats and summer houses. The properties are located
throughout Denmark.

Credit-related writedowns of private mortgage deeds
amounted to DKK 96 million in 2013.

Private mortgage deeds are still adversely affected by the weak
general economic conditions, and the number of private mort-
gage deed delinquencies remains high as a result.

Commercial mortgage deeds

Commercial mortgage deeds amounted to DKK 650 million,
comprising the bank’s portfolio of mortgage deeds secured
against residential rental property, commercial property for

office, trade and industrial use as well as land and mixed resi-
dential/commercial property.

Credit-related writedowns of commercial mortgage deeds
amounted to DKK 81 million in 2013.

The commercial property letting market was weak in 2013, and
the pressure on rent levels was seen to be mounting. Revaluati-
ons resulted in a high level of impairment writedowns.

Other loans and advances

Other loans and advances cover a portfolio of car finance con-
tracts and property development projects. At 31 December
2013, approximately 60% of lending in this segment related to
a single property development project. The bank will only fi-
nance the completion of ongoing projects pursuant to existing
agreements.

Other loans and advances declined by DKK 73 million in 2013
to stand at DKK 411 million at 31 December 2013. Losses and
writedowns amounted to DKK 1 million in 2013.

BALANCE SHEET

Loans and advances

The bank’s loans and advances totalled DKK 7.3 billion at 31
December 2013, against DKK 8.4 billion at 31 December 2012,
corresponding to a decline of DKK 1.1 billion.

Deposits / lending (DKKm)
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Excluding writedowns, loans and advances in the continuing
activities declined by DKK 98 million and by DKK 615 million
in the winding-up activities. The reduction of the winding-up
portfolio was in line with expectations.

Deposits

The bank had deposits of DKK 10.9 billion at 31 December
2013, against DKK 11.3 billion at the year-earlier date. The de-
cline was the result of the bank’s ongoing focus to reduce its
deposit balance in step with the reduction of loans and advan-
ces in the winding-up portfolio.

In 2013, the bank experienced an increase of more than 15%
in floating-rate deposits. This marked a positive shift in the
relationship between high-interest fixed-rate deposits and
lower-interest floating-rate deposits. This trend is expected to
continue in 2014 and will have a positive effect on the bank’s
interest margin.

It is a part of the bank’s strategy to further reduce deposits,
while also increasing the share of floating-rate deposits.

CAPITAL RESERVATION FOR CREDTIT RISK

LiQuiDpITY

At 31 December 2013, the bank had cash funds of DKK 4.5 bil-
lion and excess liquidity of DKK 3.0 billion, equivalent to an
excess cover of 202% relative to the statutory requirement. In
line with expectations, repayment of funding reduced the ex-
cess cover relative to the 256% reported at 31 December 2012.

Management monitors the bank’s liquidity closely, and it is
expected that the excess liquidity coverage will be reduced
further in 2014.

CAPITALISATION

The bank’s equity stood at DKK 1.5 billion at 31 December 2013.
The capital base totalled DKK 1.8 billion, and the risk-weighted
items amounted to DKK 8.7 billion at 31 December 2013.

Accordingly, the solvency ratio was 20.3, and the core capital
ratio was 19.2. The bank’s individual solvency need was calcu-
lated at 14.2%, which means that the solvency ratio exceeded
the individual solvency need by 6.1 percentage points.

The banking group’s equity stood at DKK 1.7 billion at 31 De-
cember 2013. The capital base totalled DKK 1.8 billion, and the
risk-weighted items amounted to DKK 9.6 billion at 31 Decem-
ber 2013.

31.12.2013 31.12.2012

Reservation Reservation

Gross lending/  Balance Required Total relative to Total relative to

DKKm outstanding debt Difference” capital  reservation gross lending reservation gross lending

Continuing portfolio 2,708 2,431 277 223 500 18% 515 18%

Winding-up portfolio 6,696 4,772 1,924 701 2,625 39% 2,952 38%

Total - excl. reverse transactions 9,404 7,203 2,201 924 3,125 33% 3,467 33%
Reverse transactions and

intra-group transactions 137 137 - 24 24 18% 11 10%

Total group 9,541 7,340 2,201 948 3,149 33% 3,478 33%

a) Accumulated writedowns and value adjustments of mortgage deeds.
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Accordingly, the banking group had a solvency ratio of 18.4%,
and a core capital ratio of 17.7%. The banking group’s individual
solvency need was calculated at 14.3%, which means that the
solvency ratio exceeded the individual solvency need by 4.1
percentage points.

Capital reservation for credit risk

The banking group’s total capital reservation for credit risk
declined by DKK 329 million in 2013 to stand at DKK 3,149
million at 31 December 2013, against DKK 3,478 million at 31
December 2012.

The capital reservation equalled 33% of gross loans and advan-
ces and the residual debt on mortgage deeds at 31 December
2013, which was unchanged relative to 31 December 2012.

The capital reservation on the continuing portfolio repre-
sented 18% of gross loans and advances, and the capital reser-
vation on the winding-up portfolio represented 39% of gross
loans and advances and residual debt on mortgage deeds.

Ofthe banking group’s total capital reservation at 31 December
2013, accumulated writedowns amounted to DKK 1,454 mil-
lion, compared with DKK 1,557 million at 31 December 2012.
Accumulated writedowns broke down as follows at 31 De-
cember 2013: DKK 277 million on the continuing portfolio and
DKK 1,177 million on the winding-up portfolio. To this should
be added DKK 747 million in fair value adjustments of mort-
gage deeds.

New capital adequacy rules (CRD IV)

New capital adequacy rules were introduced by the EU with
effect from 1January 2014. Among other things, the new rules
define stricter requirements on the quality of capital. The rules
provide for a toughened scaling-down of the inclusion of sup-
plementary capital and a tightening of the requirements for
hybrid capital. Moreover, the rules governing the calculation
of risk-weighted assets will change. The rules will be phased
in from 2014 to 2019, but the most significant changes for the
bank will take place already in 2014.
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Under the new rules, the value of the bank’s supplementary
capital in the solvency calculation declined by DKK 160 milli-
onon 1January 2014 and will be reduced by an additional DKK
40 million in 2014. This is partly offset by a capital injection
made by Alm. Brand A/S on 27 February 2014.

The bank’s risk-weighted assets will not be affected to any sig-
nificant extent by the changed rules.

SUPERVISORY DIAMOND

At 31 December 2013, than bank was in compliance with all
five threshold values of the Danish FSA’s supervisory diamond
as shown in the figure below:

Large exposures
Threshold value <125 %

Growth in lending
Threshold value <20 %

2013 2012 2013 2012
32% 32% -11% -13%

Funding ratio Property exposure
Threshold value <1 Threshold value <25%
2013 2012 2013 2012
057 062 15w 17%

Excess liquidity coverage

Threshold value > 50%

2013 2012

202% 256%

The changes to the bank’s supervisory diamond values are in
line with expectations.

MAJOR EVENTS

Capital injection

On 26 February 2013, Alm. Brand A/S injected DKK 700 mil-
lion into Alm. Brand Bank A/S as equity. The capital injection
was used to make a DKK 430 million repayment of the state-
funded hybrid core capital on 19 March 2013.



On 22 August 2013, Alm. Brand A/S injected DKK 200 million
into Alm. Brand Bank A/S as equity. The capital injection was
used to make a DKK 200 million additional repayment of the
state-funded hybrid core capital on 11 September 2013.

Prepayment of government-guaranteed bonds

On 22 March 2013, the bank repaid just over DKK 1 billion of
government-guaranteed bonds, and on 1 July 2013 the remai-
ning DKK 950 million of the bond issue was repaid.

Partner agreement with the Danish Swimming Union

On 2 December 2013, Alm. Brand Bank concluded a partner
agreement with the Danish Swimming Union, which is inten-
ded to attract more full-service customers to the bank as well
as more funds for member activities in local swimming clubs
in Denmark.

EVENTS AFTER THE BALANCE SHEET DATE

Capital injection and repayment of state-funded hybrid
core capital

On 27 February 2014, Alm. Brand A/S injected DKK 400 mil-
lion into Alm. Brand Bank A/S as equity. The capital injection
will be used to repay the remaining DKK 226 million of state-
funded hybrid core capital. Repayment will take place when
permission has been received. Moreover, a part of the capital
injection will be used to offset the effect of the new capital ade-
quacy rules in 2014.

Alm. Brand Formue

After the balance sheet date, the Board of Directors of the sub-
sidiary Alm. Brand Formue A/S has submitted a proposal for a
solvent liquidation of the company.

The reason for the proposal is that, as a result of a number of ye-
ars of weak demand and low liquidity in the shares, the market
capitalisation of Alm. Brand Formue is not deemed to reflect
the company’s values. Moreover, the Danish act on on alter-
native investment fund managers introduces new regulatory
obligations on the company, which will entail increased admi-
nistrative expenses.

For additional information on the proposal for a solvent li-
quidation of Alm. Brand Formue, see separate announcement
no. 2 issued by Alm. Brand Formue on 21 February 2014.

OUTLOOK

The continuing activities are expected to generate pre-tax pro-
fit of around DKK 40 million in 2014, of which writedowns are
expected to amount to approximately DKK 35 million.

The bank’s winding-up activities are expected to report a loss
of DKK 375-425 million.

The bank’s winding-up portfolio excluding losses and write-
downs is expected to be reduced by around DKK 500 million
in 2014.

The guidance is subject to substantial uncertainty, and the
actual performance will depend on economic developments,
market conditions in general and other factors.

Alm.Brand Annual Report 2013 49

banking



Summer
2013

:"'la G
-
i L 5]

o, Ui [
i (T i W







52

Life and Pension

Life and Pension comprises life insurance, pension savings on
guaranteed products and pension insurance. In terms of the
value proposition to our customers, Pension also comprises
market rate pension savings in the bank.

The results of the market rate pension schemes are recognised
under Banking.

Pension is focused on individual pension schemes and on
small and medium-sized corporate schemes. Target groups
are private individuals, owners and employees of small busi-
nesses and farmers, all of whom are offered a pension concept
tailored to their specific needs. The group has opted not to offer
labour market pensions proper.

The number of insurance agreements in Life and Pension totals
94,000, of which 63,000 are agreements with regular premi-

um payments.

Measured in terms of payments, Life and Pension has the fol-
lowing market shares:

«  Individual retirement and capital pension schemes 10%

«  Private instalment pension schemes 4%
- Insurances with regular disbursements 5%
+  Employer schemes <1%
MARKET

The pension market consists of three types of schemes:

+  Unrestricted individual schemes paid either by emplo-
yers or by private individuals

. Mandatory or voluntary corporate schemes under
which employees are covered by a pension agreement
between their employer and a pension provider

»  Labour market-related schemes for which membership
of a particular pension company or pension fund is man-
datory

The product range comprises insurance cover and various ty-
pes of savings. The most important types of insurance are de-
ath cover, disability cover, critical illness cover and hospital in-
surance, whereas savings comprise retirement pension, capital
pension, instalment pension and annuity schemes.
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The vast majority of the market is based on the principle of tax
deductibility at the time of payment and taxation at the time of
disbursement. In recent years, tax deductibility has been signi-
ficantly reduced. In 2013, annuity pension schemes were fully
deductible, while instalment pension schemes were subject
to a tax deductibility cap of DKK 50,000, and capital pension
schemes ceased to be tax deductible. As from 2013, pension
savers will be allowed to pay up to DKK 27,600 into their reti-
rement pension scheme, and while such payments are not tax
deductible, disbursements are tax-free.

Pension savings schemes may be established with life insu-
rance companies, pension funds or banks (retirement and in-
stalment pension schemes) and may be based on one of two
main principles:

«  The average rate principle, implying that policyholders
form part of an investment community. The customers of
each group (interest rate group) receive the same rate of
return, and the return is distributed and equalised over
time by fixing a rate on policyholders’ savings. These
schemes are based on guaranteed benefits.

»  The market rate principle, implying that each individual
customer receives the current market return on his or her
savings.

Companies offering average rate schemes are subject to ru-
les stipulating how large a share of profits may accrue to the
company, the so-called contribution principle. Over time, any
profit in excess of this amount accrue to the customers in the
form of bonus allotments.

On the other hand, savings in banks and in the so-called mar-
ket rate products (unit linked schemes, life cycle schemes, etc.)
with insurance companies and pension funds are based on the
market rate principle. Customers may either own the securi-
ties themselves or hold individual shares in the funds in which
the company invests.

Over the last couple of years, a number of pension companies
have increasingly urged their customers to convert existing
schemes into market rate products, which typically eases the
company’s provisioning requirement.



”In line with the overall group
strategy, a very big focus for
Pension over the next couple
of years will be to improve the
customer experience in order
to ensure satisfied and loyal

customers”

Mikael Sundby,

Managing Director, Life and Pension



Financial result for Q4

. Profit before tax: DKK 15 million (201 2: DKK 20 mil-
lion)

- Total payments into pension schemes increased by
8.3%

«  Riskresult: DKK 10 million (201 2: DKK 14 million)

«  Expense result: DKK 1 million loss (201 2: DKK 2
million profit)

- Investment return on policyholders’ funds: 5.0% p.a.

«  Average bonus rate increased from 7.8% to 9.2%

Premiums

Payments into guaranteed schemes

Premium income in Life and Pension’s guaranteed sche-
mes totalled DKK 273 million, against DKK 260 million
in 2012, equivalent to an increase of 4.9%.

15 DKKm

Profit before tax: (2012: DKK 20 million)

10 DKKm

Risk result: (201 2: DKK 14 million)

Payments into market schemes

Payments into investment schemes in the bank total-
led DKK 102 million, against DKK 86 million in 2012,
equivalent to an increase of 1 8.4%.

Total pension payments

Total pension payments amounted to DKK 375 million,
against DKK 347 million in 201 2, equivalent to an incre-
ase of 8.3%.

Benefits paid

Benefits paid amounted to DKK 537 million, against DKK
201 million in 201 2. The increase was due to a higher
number of disbursements on retirement and to extraor-

dinary payment of tax in connection with the transfer of
capital pension schemes to retirement pension schemes.

8.3%

Total payments into pension schemes increased by 8.3%

O DKKm

Expense result 2012: (DKK 2 million profit)



STRATEGY

Pension is working to expand its position as an attractive
pension provider focused on providing personal advice to
customers, giving them an understanding of and the freedom
to choose across traditional lines separating the banking and
insurance industries.

Pension savings can be tailored completely to individual
customer needs and requirements and may be placed with the
life insurance company or with the bank.

Products

The life insurance company offers all essential types of insu-
rance cover and savings and reviews the product offering on a
current basis, including an average rate product with guaran-
teed benefits. Guarantees for schemes are determined in ac-
cordance with the Danish FSA’s guidelines on the provision of
guarantees. New agreements are based on a rate of 0.5%.

The bank offers securities custody accounts in which the indi-
vidual customer holds the securities directly. Most savings are
conducted through the Alm. Brand Investment Scheme. The
investment scheme allows customers to design investments to
their personal needs and preferred risk profile. Customers may
choose either to let Alm. Brand handle the investments or to
make all or part of the investments themselves.

All products offered by the bank are based on the market rate
principle.

Pension assets held with the bank are fully covered by the Da-
nish deposit guarantee scheme.

Business partners

In certain areas, for competitive or financial reasons, the
company uses business partners instead of offering the pro-
duct/service in-house. For example, health insurance is offered
in collaboration with If Skadesforsikring under the product
name of Alm. Brand Sundhedsforsikring,.

Investment strategy

Shareholders’ equity funds

The direct return on equity is achieved by investing sharehol-
ders’ equity funds. These funds are generally invested in short-
term, interest-bearing instruments.

life and pension

Policyholders’ funds in guaranteed schemes

Investment of customer pension funds takes account of the
nature of the products and the guaranteed benefits provided.
Funds are invested mainly in bonds, equities and real property.
A small portion is placed in credit bonds and emerging market
bonds. In addition, funds are invested in financial instruments.
For example, swaps and swaptions are used to achieve an ade-
quate balance between investments and liabilities.

Division of the guaranteed portfolio

As from 2011, customers with average rate products have been
divided into a number of interest rate groups according to the
rate of interest on which the individual customer’s guaranteed
benefits are based. The distribution of investments depends on
the interest rate group and is determined with the intention of
generating the highest possible return, taking into account the
liabilities and the related capital tied up and bearing in mind
that the product is principally aimed at customers with low
risk tolerance.

Regardless of fluctuations in the investment return, the aim is
to fix a rate on policyholders’ savings that does not fluctuate
substantially from one year to the next. The rate on policyhol-
ders’ savings is fixed separately for each interest rate group at
the beginning of the year. However, Alm. Brand Liv og Pension
may, if necessary, change the announced rate on policyholders’
savings during the period.

Strategic goals for 2013-2016

Target: Improved customer experience

In line with the overall group strategy, a very big focus for
Pension over the next couple of years will be to improve the
customer experience in order to ensure satisfied and loyal
customers.

Customer satisfaction with the service received by telephone
was a key focus area in 2013. Satisfaction measurements show-
ed a very positive trend, and the results for the most recent pe-
riod were better than expected.

Target: 12% growth in regular payments over and above the
rate of inflation

The group’s strategy is to achieve an increase in pension
payments to Life and Pension as well as to market rate schemes
to the bank. The bank aims to mainly achieve the increase in
the Alm. Brand Investment Scheme.

Alm.Brand Annual Report 2013
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INCOME
STATEMENT

BALANCE SHEET

KEY RATIOS

DKKm 2013 2012 2011 2010 2009
Premiums 928 903 724 719 710
Investment return after allocation of interest 253 856 856 786 780
Insurance benefits -2,239 -973 -1,057 -1,056 —-889
Insurance operating expences -81 -79 -70 -73 -67
Reinsurance result -3 3 1 2 5
Change in life insurance provisions 1,650 -495 -401 65 -233
Change in collective bonus potential -240 -137 63 -292 -225
Government tax on unallocated funds -185 - - - -
Technical result 83 78 116 151 81
Return on investment allocated to equity 3 12 21 30 58
Profit before tax 86 90 137 181 139
Tax -21 -19 -32 -50 -26
Profit after tax 65 71 105 131 113
Total provisions for insurance contracts 11,074 12,463 11,829 11,493 11,263
Total shareholders’ equity 1,011 946 1,026 1,122 1,192
Total assets 12,993 14,366 13,624 13,131 12,691
Return before tax on pension returns 2.3% 7.9% 8.3% 7.5% 8.1%
Return on customer funds before tax on pension returns 2.5% 8.5% 9.0% 8.1% 8.4%
Return on equity funds before tax on pension returns 1.2% 1.3% 2.2% 2.9% 5.9%
Expense ratio on premiums 8.7% 8.7% 9.7% 10.1% 9.5%
Expense ratio on provisions 0.8% 0.8% 0.7% 0.7% 0.6%
Expenses per individual insured (rounded to nearest DKK) 1,026 961 820 811 723
Expense result 0.0% 0.0% 0.1% 0.1% 0.0%
Insurance risk result 0.7% 0.7% 0.9% 0.5% 0.4%
Bonus rate 9.2% 5.8% 4.5% 5.1% 2.1%
Equity reserves 13.0% 10.6% 12.0% 12.7% 12.9%
Capital base reserves (Solvency I)* 5.3% 5.6% 5.1% 6.0% 6.2%
Solvency ratio (Solvency I)* 210% 211% 202% 227% 230%
Return on equity before tax 8.8% 9.7% 13.3%  16.6% 12.2%
Return on equity after tax 6.7% 7.6% 10.1% 12.0% 9.5%
Return on customer funds after deduction of expenses before tax 1.1% 6.9% 6.9% 7.3% 8.1%
Return on subordinated loan capital before tax -1.7% -22% -27% -22% —3.0%

Financial highlights and key ratios have been calculated in accordance with the Executive Order on the presentation of financial reports by

insurance companies and profession-specific pension funds.
*The capital base is reduced by the amount of proposed dividends.
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Return on equity principles

The Executive Order on the Contribution Principle issued
by the Danish FSA lays down the guidelines for return on
equity, i.e. the return Alm. Brand may generate on the ca-
pital invested.

The return on equity principles applied in 2013 are
unchanged from 201 2.

The return on equity is composed of the direct return on
shareholders’ equity funds and a risk allowance.

Customers have been divided into a number of contribu-
tion groups based on rate of interest, insurance risk and
expenses. The risk allowance on shareholders’ equity is
calculated separately for each group. Similarly, any shadow
account, collective bonus potential, transfer and surrender
charge, etc. will be determined separately for each contri-
bution group.

The risk allowance for 2013 has been determined as fol-

lows:

» Interestrate groups: 0.1% of average life insurance pro-
visions net of reinsurance exclusive of collective bonus
potential and any use of the bonus potential on paid-
up policies

«  Insurance risk groups: 100% of the risk result net of
reinsurance after bonuses

+  Expense groups: 100% of the expense result net of
reinsurance after bonuses

The risk allowance is calculated exclusively on the basis of
the portfolio of policies with bonus entitlement. For poli-

cies without bonus entitlement, including life-long annui-
ties without bonus entitlement, the result — which might be
positive or negative — is fully allocated to equity.

The Danish FSA lays down guidelines on when the risk al-
lowance may be included in the profit/loss for a specific fi-
nancial year. Whether the risk allowance for a contribution
group can be recognised as income depends on the profit/
loss reported for the group. In simplified terms, the allocati-
on of the risk allowance of the interest rate groups requires
the investment return and the release of excess provisions
— positive or negative — to be higher than the average rate
of interest on which the guaranteed benefits provided to
customers of the specific interest rate group are based.

If the return achieved in a contribution group does not al-
low for recognition of the risk allowance, the return on
equity shortfall is taken to a “shadow account”. The shadow
account may be regarded as a receivable, which is transfer-
red to shareholders’ equity as and when made possible by
the financial results achieved in subsequent years.

The risk allowance for 2014 has been determined as fol-

lows:

« Interest rate groups: 0.15% of average life insurance
provisions net of reinsurance exclusive of collective
bonus potential and any use of the bonus potential on
paid-up policies

«  Insurance risk groups: 100% of the risk result net of
reinsurance after bonuses

«  Expense groups: 100% of the expense result net of
reinsurance after bonuses



The aim is for the portfolio of regular payments to Life and
Pension to increase by 12% over and above the rate of inflation
in the period 2013-2016. In 2013, regular premium payments
only increased by 1.3%. However, adjusted for the negative ef-
fects of the tax reform, the portfolio developed in line with the
strategic target.

In 2013, Life and Pension offered a rate on policyholders’
savings of between 3.00% and 4.75%, which was among the
highest rates in the Danish market. For 2014, the rate on po-
licyholders’ savings has been increased to between 4.00% and
6.00%, depending on the interest rate group. The rates on po-
licyholders’ savings are generally applicable for the whole of
2014 but may be changed during the year.

New customers are offered a rate of 4.00% on their savings —
one of the highest rates on policyholders’ savings in the mar-
ket. The high rate on policyholders’ savings and the attractive
fee structure places Life and Pension in a favourable competi-
tive position in 2014. This will support the company’s growth
strategy.

Moreover, the high rates on policyholders’ savings are ex-
pected to reduce the volume of transfers/surrenders, which
will contribute to preserving the portfolio.

Target: Return on equity of 10% plus the money market rate
The aim is for Life and Pension to generate a return on equity of
10% plus the money market rate by 2016. This is to be accomp-
lished by continuing the strong performance record of Life and
Pension as well as by reducing the capital expenditure.

Return on equity (%)

17

2010 2011 2012 2013

- Return on equity before tax

= Target

Life and Pension generated a return on equity of 9% in 2013,
which was in line with expectations.

PERFORMANCE
Life and Pension achieved a total pre-tax profit of DKK 86 mil-
lion in 2013, against DKK 90 million in 2012.

The profit was composed of an expense and risk result of DKK
72 million, an interest rate result of DKK 11 million and a result
on annuities without bonus entitlement of DKK 0 million and,
lastly, an investment return on assets allocated to sharehol-
ders’ equity of DKK 3 million.

In 2013, the full risk allowance was booked to equity for all
contribution groups but one, for which only a partial risk al-
lowance was booked. The outstanding risk allowance of DKK
2 million was transferred to the shadow account for the group
in question. This brought shadow account balances to DKK 12
million in aggregate.

The profit for the year made for a return on equity of 9%, com-
pared to 10% in 2012.

The full-year performance was satisfactory.
It was also highly satisfactory to note that the collective bonus

potential increased by DKK 240 million to DKK 827 million at
31 December 2013, equivalent to an average bonus rate of 9.2%.

Bonus
827
3.50% 3.65%
586
517 3.00%
454 3.00%
2010 2011 2012 2013

Bonus potential (DKKm)
—— Rate of interest paid on policyholders’ savings
(underwriting



Premiums

Payments into guaranteed schemes

Premium income in the life insurance company’s guaranteed
schemes totalled DKK 928 million, against DKK 903 million in
2012, equivalent to an increase of 2.8%. The increase was main-
ly attributable to single payments from a growing number of
new customers who have transferred their existing pension
savings from other pension providers to Alm. Brand. Single
payments hence increased by 5.9% from DKK 285 million in
2012 to DKK 302 million in 2013.

Regular premium payments were up by 1.3% from DKK 618
million in 2012 to DKK 626 million in 2013.

As aresult of the tax reform in Denmark in 2012, capital pensi-
on schemes are no longer eligible for tax deductibility effective
from 2013. Overall, the tax reform had a negative estimated ef-
fect on regular premium payments for amounts of DKK 25-30
million.

Payments into market rate schemes

Payments into market rate schemes in the bank (investment
schemes) totalled DKK 345 million, against DKK 332 million
in 2012, equivalent to an increase of 3.8%. The increase was sa-
tisfactory and higher than expected, considering that the tax
deductibility options for bank-based pension savings were li-
mited to instalment savings and capped at DKK 50,000 with
effect from 2013.

Total payments, Pension (DKKm)

1,235 1,273
1,081
905
2010 2011 2012 2013

- Gross premiums Liv and Pension
Single premiums Liv and Pension

Payments into bank-based schemes

life and pension

Total pension payments

The total amount of pension contributions, including invest-
ment schemes with the bank and premium income in the life
insurance company, was DKK 1,273 million, compared to DKK
1,235 million in 2012, corresponding to an increase of 3.1%.

The development in total pension payments was satisfactory
and better than expected considering the negative effects of
the tax reform.

Benefits paid

In connection with the tax reform in 2012, capital pension
customers were given the option of settling the tax due on
their schemes at a rate of 37.3%, compared to the normal rate
of 40%. This option has subsequently been extended to apply
in 2014 as well. Most customers opted to accept this offer as
recommended. Tax of DKK 962 million was paid on behalf of
customers in 2013.

Including the tax, benefits paid totalled DKK 2,239 million,
against DKK 971 million in 2012.

In addition to the extraordinary payment of tax, the increase
was due to benefits paid in connection with retirement. As
the portfolio gradually ages, a growing number of schemes
will reach the date of disbursement, with either a lump sum
payment or payment over a number of years.



Risk result

The risk result, which expresses the difference between risk
premiums and claims expenses, was DKK 71 million, against
DKK 77 million in 2012. Of the overall risk result, DKK 2 mil-
lion attributable to the disablement risk group was transfer-
red to the shadow account. The overall risk result was highly
satisfactory.

Costs

Acquisition costs and administrative expenses totalled DKK 81
million in 2013, against DKK 79 million in 2012. This increase
was in line with expectations.

Expense result

The expense result, which expresses the difference between
expense loading and expenses incurred, amounted to a profit
of DKK 3 million, which was on a par with 2012. The expense
ratio (expenses as a percentage of gross premium income) was
8.7, against 8.7 the year before. The expense per individual in-
sured was DKK 1,026, compared to DKK 961 in 2012. The ex-
pense result was satisfactory.

Investment return on assets allocated to equity

The return on investment assets allocated to equity was DKK 3
million, against a return of DKK 12 million in 2012, correspon-
ding to a bonus rate of 1.2%.

Assets allocated to equity are primarily invested in ultra-short
bonds, and the low return reflects the very low level of short-
term bond yields.
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Investment return on policyholders’ funds

Total investment assets belonging to policyholders amounted
to DKK 11.5 billion at 31 December 2013. The investment assets
are placed in bonds, equities and property.

The return on investment assets belonging to policyholders
was DKK 302 million, against a return of DKK 1,042 million in
2012.

The return for the year was strongly supported by equity mar-
ket developments, while rising yields resulted in capital losses
on bonds and interest hedging arrangements. Because the in-
crease in yields also meant a significant reduction of liabilities,
the return was highly satisfactory in spite of the substantial
decline in the absolute return.

The return was calculated before tax on pension returns but
after investment costs.

Relative to the benchmark performance, the return on policy-
holders’ investment assets was highly satisfactory.

Payment of tax due to the tax reform was effected by the sale
of mortgage bonds, causing the proportion of mortgage bonds
relative to total investment assets to decline in 2013.

Bonds

At 31 December 2013, bonds made up a total of 67% of the over-
all portfolio of policyholders’ funds. The return was negative
at 1.1% in 2013.



life and pension

Interest rate group

u74* Total

0 1 2 3

Technical rate of interest (% p.a.) 0.5-1.5 1.5-2.5 2.5-3.5 3.5-4.5

Rate on policyholders’ savings 2013 (% p.a.) 4.00 4.50 5.00 6.00

Rate on policyholders’ savings 2014 (% p.a.) 3.8 1.9 1.3 4.4
Investment assets (DKKbn) 0,1 3.00 3.00 3.75 4.75 11.5
Bonus rate (%) 12.8 15.3 8.9 2.4 9.2
Return (%) 5.5 3.5 1.5 -0.8 2.3
Bonds 100% 54% 53% 76% 82% 67%
Equities 0% 27% 25% 9% 3% 16%
Property 0% 19% 17% 13% 10% 14%
Interest rate derivatives 0% 0% 5% 2% 5% 3%

*Portfolios without bonus entitlement

Danish mortgage bonds, which represent the largest part of
the portfolio, contributed favourably to the return performan-
ce, while government bonds, index-linked bonds and emer-
ging market bonds detracted from the performance.

Equities
At 31 December 2013, equities made up a total of 16% of the
overall portfolio of policyholders’ funds. The return was 26.7%
in 2013.

The highly satisfactory equity return was supported by the in-
vestments being placed in developed equity markets.

Property

At 31 December 2013, properties made up a total of 14% of the
portfolio of policyholders’ funds. The return was 3.6% in 2013,
which was in line with the budget. The return is primarily re-
lated to the operation of the properties. A negative value ad-
justment of DKK 4 million was made on the property portfolio
in 2013.

Financial instruments

Financial instruments used for partial hedging of insurance
liabilities made a negative contribution to the return due to
the rising level of interest rates. Hedging activities declined
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relative to the beginning of the year due to the extraordinary
payment of tax, which reduced total assets and the interest
rate risk on liabilities.

Life insurance provisions

Life insurance provisions are calculated using a market value
principle that applies an expected cash flow discounted by the
yield curve published by the Danish FSA for discounting pro-
visions.

Total provisions fell by DKK 1,650 million, primarily as a result
of the extraordinary payment of tax in connection with the tax
reform and the rising trend across most of the yield curve.

In addition to the tax paid in 2013, a provision of DKK 185 mil-
lion was made for extraordinary tax. The amount falls due in
May 2014 and is attributable to tax on unallocated reserves
for customers who have exercised the option of settling tax on
their capital pension scheme.

Collective bonus potential

The collective bonus potential increased by DKK 240 mil-
lion in 2013 to stand at DKK 827 million at 31 December 2013,
equivalent to a bonus rate of 9.2%.

The collective bonus potential is calculated separately for each
contribution group. The bonus rate of each individual interest
rate group is shown in the table above.

The bonus rate of the individual interest rate groups was
highly satisfactory.

Reinsurance
The reinsurance result amounted to a DKK 3 million loss.
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MAJOR EVENTS

Tax reform

On 13 September 2012, the Danish parliament passed a new
piece of legislation on capital pension schemes, which entered
into force on 1 January 2013.

As a result of these rules, new payments into capital pension
schemes are no longer eligible for tax deductibility with ef fect
from 2013. The act also introduced a new type of pension sche-
me called retirement pension (Alderspension).

Pension savers will be able to make regular payments for their
retirement pension of up to DKK 27,600 per year (amount ap-
plicable for 2013). These payments are not tax-deductible, but
disbursements are tax-free. During the saving period, the re-
turn will be subject to tax on pension investment returns.

The new legislation also gave pension savers the option in 2013
and 2014 to move forward taxation of existing capital pensi-
on savings at a rate of 37.3%, as opposed to the ordinary rate
of 40% at the time of retirement. If pension savers choose to
move forward taxation, their savings will be converted into a
retirement pension scheme.

On17 December 2012, the Danish parliament adopted a so-cal-
led “repair package” to the original act. The repair package im-
plied that company tax must also be paid in the event that ta-
xation is moved forward. The purpose of the company tax is to
ensure that tax is also paid on unallocated reserves. As a result,
the overall tax corresponds to the overall decline in provisions.

The implementation of the tax reform was extremely resour-
ce-demanding and by far company’s biggest project in 2013.



Life and Pension was the first company in the market to intro-
duce the new retirement pension scheme and related advi-
sory services, and the implementation was based on a strategy
of giving customers the greatest possible freedom of choice
and the best transfer terms in the market.

As aresult:

- transferis free of charge;

«  guarantees are maintained; and

- customers may choose a retirement pension scheme, ir-
respective of whether they have a private pension scheme
or an employer pension scheme.

During the year, Life and Pension communicated intensely
with its customers and transferred a large number of capital
pension schemes to retirement pension schemes, instalment
pension schemes or annuity schemes.

Most customers opted to transfer to the new savings option,
the retirement pension scheme, while a small number custo-
mers opted to transfer their future payments to an instalment
pension scheme or an annuity scheme. Some customers also
chose to cease their payments altogether or terminate their ca-
pital pension scheme.

The portfolio of capital pension schemes declined by approxi-
mately DKK 130 million in 2013. On the other hand, the port-
folio of retirement pension schemes amounted to close to DKK
80 million at 31 December 2013.

At 31 December 2013, some 7,000 customers with total annual
premium payments of just below DKK 40 million had yet to
decide on whether they want to change their capital pension
scheme.

life and pension

At 31 December 2013, a total amount of approximately DKK
1.2 billion had been settled and provided for to the state due to
early settlement of tax.

New life expectancy benchmark

The Danish FSA in 2013 announced a new benchmark for re-
maining life expectancy, which is used for the calculation of life
insurance provisions.

Life and Pension implemented the new benchmark effective
30 September 2013.

For portfolios with bonus entitlement, the implementation
of the new benchmark resulted in a DKK 20 million increase
of provisions, which was financed by the collective bonus po-
tential. For portfolios without bonus entitlement, the provi-
sion increased by DKK 2 million, which was financed through
equity.

OUTLOOK

The company expects to generate pre-tax profit in the region of
DKK 75 million in 2014. Due to the sustained very low level of
short-term bond yields, the return on investment assets attri-
butable to shareholders’ equity is expected to account for only
DKK 3 million of this amount.

The risk allowance allocated to the interest rate groups has
been increased to 0.15% in 2014, against 0.10% in 2013.

Whether the full risk allowance can be booked depends on the
results of the individual contribution groups. The company
expects to be able to book a risk allowance for all contribution
groups in 2014.

The performance of the individual interest rate groups de-
pends on developments in the financial markets.
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Customers

Alm. Brand’s believes that the combination of providing a
supreme service and having the most satisfied customers is
key to future success. The strategy is therefore focused on en-
suring that we have very satisfied and loyal customers by of-
fering high quality, professional skills and accessibility, good
products at the right price and superior customer service

STRATEGIC FOCUS AREAS FOR 2013-2016
In 2013, our efforts were concentrated on three areas to im-
prove the customer experience:

- Digitalisation and website
«  Supreme customer service
«  Marketing and branding

Digitalisation and website

In the final part of 2013, support to online customers reached
a level that made it necessary for us to divide the workload
among our five large non-life insurance callcentres. We ex-
pect this will further boost the number of customers using
our online service options, as our online solutions will be-
come an integral part of the day-to-day work of all employees
at the five large customer service centres.

Digitalisation rate (%)

18
13

2011 2012 2013
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Previously, only private customers were able to access their
policies, terms, claims, etc. online, but in 2013 we developed
a similar functionality for our commercial and agricultural
customers. The functionality was very well received in a test
among selected customers, and the overall solution was rol-
led out to all customers at the beginning of 2014.

For the last couple of years, customers have been able to re-
port certain types of claims via the almbrand.dk website, but
the functionality was not optimal. In mid-2013, we launched
a new and enhanced module for reporting claims. The new
module was put to the test in connection with the storms in
October and December with 30% of the claims being report-
ed online.

At 31 December 2013, the digitalisation rate was 18%, relative
to a baseline of 6% in 2012. The development is therefore rea-
sonable relative to the target of achieving a digitalisation rate
of 33% by 2016.

Supreme customer service

Alm. Brand implemented a number of initiatives in 2013 with
a view to supporting the ambition of delivering supreme
customer service in all contexts. An organisational unit has
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”Alm. Brand’s believes that the
combination of providing a
supreme service and having the
most satisfied customers is key

to future success. The strategy is
therefore focused on ensuring
that we have very satisfied and
loyal customers by offering high
quality, professional skills and
accessibility, good products at the
right price and superior customer
service”

Christian Heick Sorensen,
Managing Director, Marketing
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been set up to support and challenge all entities of the group
in improving the customer service provided. Moreover, a ser-
vice training programme has been set up for all employees,
and service targets have been defined for all sales and service
channels and internal functions. Experience from the first
year has been good, and we have achieved a number of do-
cumented and significant improvements in the service provi-
ded to the customers.

Customer perception of Alm. Brand and the service received
is measured by way of NPS (Net Promotion Score), and the
measurement is made when a customer has had a specific ex-
perience with Alm. Brand. The target for the entire strategy
period is to improve the score by 10 points, and in 2013, it was
improved by 6 points on average. There is still room for im-
proving our customer service even more, so the target of 10
points may prove to be on the conservative side.

Marketing and branding

As part of the basis for the new strategy towards 2016, an ex-
tensive positioning analysis of Alm. Brand has been prepared
in order to get an updated picture of the company’s market
position. This analysis showed, among other things, that Alm.
Brand’s hallmarks include proper conduct, history and stabi-
lity. Alm. Brand wants to promote these features even more
in the future. However, Alm. Brand was also perceived by
some as being not quite in keeping with the times.

Alm. Brand has improved its customer service and customer
experience significantly in recent years. Against this back-
ground, and keeping in mind the market position analysis
conducted, the group wants to signal this change even more
clearly to the market.

In addition to launching the CUSTOMERS FIRST strategy,
the group has redefined its identity, called “Alm. Brand for
the customers — since 1792”, which expresses in words the
qualities that set Alm. Brand apart from the competition and
makes it clear what customers can expect from Alm. Brand.

In order to communicate these positive changes in Alm.
Brand, the group has changed its logo, typeface as well as its
colour and image style. The new visual look, which we call
“Kleedt pa til kunden”, we want to showcase Alm. Brand as
a modern, open and service-minded company, while emp-
hasising proper financial conduct and honouring our legacy
dating back to 1792.
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Lastly, the group launched a new marketing campaign at the
beginning of 2014. Under the slogan “Pas godt pa de gode
vaerdier”, the campaign comprises advertisements portray-
ing situations, things or animals and people that we want to
take good care of. We have also launched a TV commercial
campaign portraying Danes as people with strong values and
stressing the importance of preserving those values.

DISTRIBUTION

Strategic goals for 2013-2016

An important part of the strategy is to develop and sharpen
our employees’ customer focus and the tools they use to pro-
vide optimum customer experiences.

In addition to achieving a higher customer satisfaction rate,
the group has defined a number of distribution and customer
service targets, all of which support the overall group stra-

tegy.

Target: Increasing the distribution efficiency of Non-life Insu-
rance by an additional 10%

We aim to achieve this target by enhancing efficiency as well
as by improving the level of service, either by reducing costs,
increasing premiums or in a combination of the two. The ef-
ficiency enhancements are not expected to materialise fully
until at the end of the strategy period in 2016, as certain inve-
stments will be required in the interim period.

In 2013, investments were made to improve customer service
and increase digitalisation. Excluding these investments,
distribution efficiency improved by 4%, and the perceived
customer service also improved for all distribution channels.
On other words, we moved closer to the ultimate target of
achieving an overall improvement of 10% by 2016.

Target: Doubling the number of customers with preferred custo-
mer status (Pluskunder) in the bank

We aim to achieve this target by focusing on existing and pro-
spective customers, not least in relation to customers else-
where in the Alm. Brand Group. The target should be achie-
vable within the existing cost structure and should hence not
require any significant additional investment.



The number of Pluskunder was successfully increased by
around 20% in 2013. However, competition for good banking
customers is fierce, and it is difficult to attract completely new
Pluskunder to the bank. Accordingly, the inflow of new Plus-
kunder was achieved partly by way of added sales, converting
existing part-service customers to full-service customers.

Target: Maintaining the level of sales achieved in 2012 by Life
and Pension

We aim to maintain the high level of sales achieved in 2012 in
terms of guaranteed pension products without significantly
increasing our expenses.

Overall, sales of guaranteed pension products in 2013 was
on a par with 2012, and costs were largely unchanged. This
generally means that we achieved the target defined. Howe-
ver, we face a challenge in that the new rules on capital pen-
sion schemes have triggered a reduction in Life and Pension’s
portfolio, and as a result the current high level of sales may
not be enough to generate the intended growth by 2016. We
may therefore have to increase our sales efforts further in the
years ahead.

Organisation

Alm. Brand has generally allocated distribution responsibili-
ties to five regional organisations, each being responsible for
sales and service targeting its local customer segment. This
ensures that Alm. Brand’s employees have detailed know-
ledge of customers and local matters as well as the support
of specialists in centralised staff functions working across the
regions, all to ensure that customers receive optimal service.

Each regional sales organisation is divided according to busi-
ness area with the focus on cross sales and referrals between
the individual sales channels. Physical locations are also sha-
red to a significant extent.

In addition, the broker department, Financial Markets and
Leasing each have independent distribution responsibilities.

Non-life Insurance

At 31 December 2013, Non-life Insurance had approximately
400,000 private customers and some 100,000 commercial
and agricultural customers, which is not significantly diffe-
rent from 2012.

Alm. Brand has implemented substantial, general efficiency
enhancements in its distribution organisation in recent years.
After a small setback in 2012, we saw a favourable develop-
ment again in 2013. This means two things: The new low level
is sustainable, and developments in 2013 indicate a further
potential.

Insurances are mainly sold through insurance agents, custo-
mer service centres and by means of broker distribution. In
addition, we are seeing an increase in online sales through
the group’s website. Distribution to the private customer
segment takes place mainly through insurance agents and
customer service centres, while commercial and agricultu-
ral customers are primarily served by insurance agents and
brokers.

The table below shows the distribution of sales in 2013.

customers

Private Commercial Agricultural Total
Insurance agents 64% 79% 86% 71%
Customer service
centres 36% 4% 9% 23%
Brokers 0% 17% 5% 6%
Insurance agents

Insurance agents, specialising in private, commercial and
agricultural customers, constitute the primary distribution
channel. In 2013, there was a minor reduction in the number
of insurance agents, bringing the total number of insurance
agents to just below the 2012 level of some 300 insurance
agents. Private insurances account for around 60% of sales
and commercial and agricultural insurances for 40%.

Private customer insurance agents work out of the 14 local of-
fices (sales centres) as well as from the regional head offices.
Private customer insurance agents primarily work away from
the office, as sales and advisory services typically take place at
the individual customer’s home.

Commercial and agricultural customer insurance agents are
also based locally, as customers in these segments typically
have a designated insurance agent, who regularly advises
them on their insurance needs.
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The insurance agents’ agreements with prospective custo-
mers are effected through five telemarketing departments
distributed across the five regions. From these departments,
telemarketers phone customers to set up a meeting with an
insurance agent. We have substantial telemarketing activi-
ties, and in 2013 we launched initiatives to enhance overall
telemarketing efficiency, among other things by developing
and implementing a new IT tool.

Customer service centres

The customer advisers of the group’s five customer service
centres provide advice and sell insurances to the private cus-
tomer segment.

In order to ensure optimum accessibility for our commercial
and agricultural customers, we serve these customer seg-
ments through the group’s two centralised service centres
- one for agricultural customers in Aarhus and one for com-
mercial customers in Roskilde. These centres provide advice
with respect to and sell insurances that do not directly re-
quire the involvement of an insurance agent.

Distribution through insurance brokers

In sales through this distribution channel, insurance brokers
typically have the customer contact. Around 16% of sales to
commercial customers takes place through brokers, while
sales to agricultural customers through this channel are rela-
tively limited. Sales to the private customer segment through
brokers are virtually non-existent.

Alm. Brand has a centralised department, which is responsi-
ble for making quotations for and serving the insurance bro-
kers.

Banking

Branches

The bank has 11 bank branches across Denmark. The branches
offer a full-service concept, including advisory services and
sales of a full range of banking products targeting the private
customer segment. The bank also offers investment advice,
and each branch has designated pension advisers. If neces-
sary, a personal adviser may be assigned to the individual
customers.
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Through the group’s centralised Asset Management and Mar-
kets departments, the bank offers more complex investment
solutions for customers requiring such services.

Customer service centres

Banking customers are also served through a centralised
customer service centre, which advises customers on all
simple banking products and answers questions. If necessary,
customers are referred to their personal advisers.

Group sales
About 43% of the bank’s just over 50,000 customers are also
customers of Non-life Insurance or Life and Pension. The
bank will remain focused on explaining the extra benefits
customers get when they pool their financial products with
Alm. Brand.

Leasing

The bank offers car lease solutions through the subsidiary
Alm. Brand Leasing. Distribution takes place directly to pri-
vate customers through the website www.almbrandleasing,.
dk and through partnerships with car importers and car dea-
lers all over Denmark. Distribution to commercial customers
takes place through in-house consultants. Our private leasing
activities developed very favourably in 2013, and we achieved
good results, among other things from a very intense online
marketing campaign.

Life and Pension

Products are distributed through the group’s own distribu-
tion network. We have opted not to conduct sales through
brokers, primarily because the target group lies outside the
customer segment typically catered to by our brokers.

Insurance agents and pension consultants

Insurance agents and pension consultants cooperate closely
on sales of pension solutions for private, commercial and agri-
cultural customers. Both insurance agents and consultants
make calls to the individual customers. Typically, insurance
agents will establish the contact and handle simple pension
solutions, while the consultants focus on complex schemes.
We have increased the number of pension consultants over
the past couple of years, which has been a key determinant in
the growth in our pension sales.



Branches

The branch-based pension advisers typically serve customers
affiliated with their own branch and work closely with the
bank advisers, who often have overall customer responsibi-
lity and handle the primary contact to customers.

Customer service centres

Customer service is supported by a centralised service centre
whose staff are trained to answers many of the more tech-
nical questions.

Sales and service through online solutions

In recent years, Alm. Brand has significantly expanded
its sales and service activities through electronic media.
Customers continue to demand more self-service, and we
aim to have more than one third of all customer-facing pro-
cesses digitalised by the end of 2016.

One of the means to achieving this will be by enabling custo-
mers to purchase all main products and make changes to
their existing products online without involving any Alm.
Brand staff. If requested by our customers, we can in certain
cases offer end-to-end digital claims processing. We will also
offer our customers a full digital overview of all their facili-
ties and agreements with Alm. Brand. The digital processes
will ensure faster and simpler customer service, while im-
proving quality at the same time.

Most of the customers’ digital contact with Alm. Brand takes
place through the group’s website, where customers can
find a variety of information on Alm. Brand in general and
the group’s products in particular. Due to the higher level of
activity, we have seen a doubling since 2010 of the number
of customers engaging with us online when they want to
purchase insurance or need service.

In addition to information, service and sales through electro-
nic media, we interact with our customers and other stake-
holders through social media such as Facebook, Trust Pilot
and LinkedIn, etc.

We also offer a concept through which customers may recei-
ve and approve their policies electronically, making business
procedures significantly easier for the customers as well as for
Alm. Brand.

Easy overview for customers

Through the website, private customers can log onto their
own, personalised page using their NemID. This page provi-
des the customer with an overview of all the arrangements he
or she has with Alm. Brand, including insurance agreements
with policies, pension agreements or banking products. In
2013, one third of our customers made use of this option. Si-
milar options will be made available to our commercial and
agricultural customers in 2014.

Netbank

Netbank, Alm. Brand’s online banking site, allows customers
to conduct their banking business, including making trans-
fers, paying bills, trading securities, etc.

Mobile phone services

Using a smartphone, customers can track securities prices
and trade securities directly. Moreover, customers can access
their accounts and make transfers, etc.

In 2013, the bank recorded a net increase of more than 3,000
active mobile banking users. The bank thus had close to 9,500
active mobile banking users at 31 December 2013.

In 2012, Alm. Brand launched a mobile app for insurance
customers, which they can use to get assistance in a claims
situation. To date, almost 9,000 customers have downloaded
the app.

Alm. Brand also offers a claims prevention text messaging
service, notifying the group’s insurance customers about ex-
treme weather conditions.

Reporting claims

Alm. Brand’s customers can report their claims online. This
option is preferred by an increasing number of customers,
not least after major claims events when telephone service
response times are typically quite long.

customers
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Human resources

STRATEGY AND OBJECTIVES

Alm. Brand wants its employees to be committed and to seek
influence and assume responsibility for the planning and
performance of their own job. Moreover, Alm. Brand wants
resourceful managers who are focused on continual busi-
ness, employee and personal development. The group aims to
stand out from the competition in the eyes of the customers
by helping each individual employee to develop profession-
ally and to focus on providing supreme customer service.

GREATER JOB SATISFACTION

High job satisfaction is key in being able to provide optimum
customer service. High job satisfaction is reflected in how
much energy the employees invest in the company and the
extent to which their motivation translates into efficient,
business-oriented action and is used to provide optimum
customer service.

A key aim and focus of the group’s strategy, CUSTOMERS
FIRST, is to ensure and expand the solid foundation devel-
oped for the job satisfaction of each individual employee.

Over a number of years, the company has used a scoring tool,
which, based on a wide variety of parameters, expresses job
satisfaction as an index figure on a scale of O to 100. The Janu-
ary 2014 survey showed that job satisfaction has remained at
77, which is at the upper end of the category “high job satis-
faction”. For the current strategy period, running until end-
2016, we have defined a job satisfaction target of 78.

Compared with most other major companies in the financial
sector, Alm. Brand scores relatively high, so this is quite an
ambitious target, and meeting it will require a considerable
effort. The aim is to maintain the high job satisfaction rate
among the group’s employees, while seeking to increase job
satisfaction in areas scoring at the lower end of the index.
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Job satisfaction is measured twice annually. Once a year, the
group conducts an extensive survey, comprising a number
of questions related to management, corporate culture, im-
age, development and commitment. The second survey is a
smaller-scale, follow-up survey. This survey (September
201 3) showed a rate of 76.

As a supplement to our efforts to increase job satisfaction, we
have launched initiatives to reduce the sickness absence rate.

EXECUTING LEADERSHIP
competent management is crucial to employee welfare, job
satisfaction and, not least, for the group’s financial results.

In 2013, we launched a new management training pro-
gramme which supports our target of providing supreme
customer service.

Concurrently with the management training programme,
we have launched an initiative to structure the group’s
management development programme so as to ensure that
all managers work from the same solid platform that supports
the group’s strategy and the requirements of each individual
manager for specific management skills. The structure is based
on a number of mandatory modules as well as a number of
more specific elements tailored to individual requirements. In
addition, we are developing a separate programme intended
to prepare new managers to take on the role as managers.

CORPORATE VALUES TAILORED TO OUR CUSTOMERS

For years, our corporate values have provided a solid foun-
dation for the views and conduct applied by our employees
internally and externally, and they have now come to truly
permeate Alm. Brand.



Ordinary common sense

+  Weidentify with the customer

«  We keep our promises

+  We manage rules using common sense

Mutual respect

+  We listen to our customers

- Werespect our customers’ experiences

+  Wedraw on each other’s knowledge and experience

Holism and proximity

«  We care for our customers

«  We take a holistic approach to the customer’s situation
+  Weare accessible

Will to succeed

+  Weset ambitious and realistic goals

«  Wedevelop professionally and personally
«  We create results together

THE ALM. BRAND ACADEMY

The Alm. Brand Academy is the anchor point of the group’s
development of employee and management skills. The range
and complexity of financial products has grown significantly
in recent years and the legislative framework is constantly
changing. This puts pressure on the group’s employees to
continuously develop their skills to be able to provide supe-
rior customer service and advice.

Alm. Brand invests considerable resources in in-house train-
ing of new and existing employees. The Alm. Brand Academy
is intended to consolidate the opportunities for training in
the group in order to build a visible platform for the group’s
training initiatives and to act as a showcase for the opportuni-
ties for development and training available to each individual
employee.

From 2014 onwards, we will be strongly focused on training
all group employees in the part of the new strategy involving
customer service.

human resources

REMUNERATION POLICY

Board of Directors

Board members of Alm. Brand A/S receive a fixed annual re-
muneration reflecting the scope of the board work and the re-
sponsibility related to serving on the board. Ordinary board
members receive DKK 200,000, the Chairman receives DKK
600,000 and the Deputy Chairman DKK 400,000. Board
members who are members of the audit committee and of
the boards of directors of Alm. Brand Bank A/S, Alm. Brand
Forsikring A/S and Forsikringsselskabet Alm. Brand Liv og
Pension A/S receive an additional amount of DKK 200,000.
Moreover, an ordinary member of the Board of Directors
of Alm. Brand A/S receives an additional amount of DKK
175,000 for serving on the boards of directors of Alm. Brand
Bank A/S, Alm. Brand Forsikring A/S and Forsikringsselskabet
Alm. Brand Liv og Pension A/S. Lastly, ordinary members of
the Board of Directors of Alm. Brand A/S receive an additional
amount of DKK 150,000 for serving on the Board of Directors
of Alm. Brand Bank A/S.

In accordance with the company’s remuneration policy, board
members are not remunerated by way of incentive plans.

Management Board

The members of the Management Board of Alm. Brand A/S are
remunerated by way of a salary which is intended to be com-
petitive with the remuneration of other, comparable positions
in the financial sector. In addition to this salary, the company
provides a pension contribution, and the remuneration also
includes a company car, paid telephone subscription and
other customary salary substitutes. As a fixed part of the fixed
salary, a share option scheme for the Management Board was
set up in 2012 in accordance with the group’s remuneration
policy. The remuneration of the Management Board is adjust-
ed every two years.

The members of the Management Board received remunera-
tion in the amount of DKK 7.9 million in 201 3. The remuner-
ation includes the value of share options.
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As part of the fixed salary, the Management Board received a
total of 334,609 share options in 2013, representing an ag-
gregate value of DKK 769,542 at the date of grant. In addi-
tion, share options in the amount of DKK 384,770 vested in
the second half of the year. In accordance with the guidelines,
options will be granted in March and September, respectively.
No cash bonuses were paid to the Management Board in 201 3.

Information on the remuneration policy is available at
www.almbrand.dk/corporategovernance.

Other executives and specialists

In accordance with the group’s remuneration policy, a share
option scheme was set up in 2012 for the group’s senior
executives (ABKO) as a fixed part of their salary. The scheme
does not include the management of Alm. Brand Bank A/S.

For a number of years, the company has had a bonus scheme
with both common and individual benchmarks for the
group’s other managers and specialists. The scheme covers up
to 200 individuals and forms an integral part of the general
salary adjustment for this group of employees.

In addition, a bonus scheme exists for the customer service
centres, which is aimed at improving sales and service to pri-
vate customers.

In 2012, the company complied with the remuneration policy
described in the Annual Report 2012, and in 2013 it com-
plied with the remuneration policy described above. This
scheme will continue in 201 4.

Share option scheme
At the general meeting held on 26 April 2012, a share option
scheme for senior executives was adopted.
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The following applies to the scheme:

»  The remuneration programme involves the granting of
share options as a fixed-salary component and cannot
exceed 13% of the fixed salary

+  Eligible individuals are the members of the group’s man-
agement team (ABKO), except for members of the man-
agement team who are employed with Alm. Brand Bank
A/S. At 31 December 2013, 16 individuals were com-
prised by the programme

»  Because this is a fixed-salary scheme, the granting of op-
tions is not subject to any targets or principles. The value
depends solely on the performance of Alm. Brand A/S’
shares

«  The share options are granted on the eighth trading day
after release of interim reports and annual reports, re-
spectively

»  The exercise price is calculated as a simple average of the
average price of a share in Alm. Brand A/S on the fifth,
sixth and seventh trading day after release of the above-
mentioned interim and annual reports plus a 10% pre-
mium

+  Calculated as 1 3% of two years’ salary of the eligible indi-
viduals, the market value of the share-based remunera-
tion represents between DKK 8 million and DKK 9 mil-
lion

»  The options granted vest at the date of grant. The options
will lapse if they remain unexercised 50 months after the
date of grant

Share options were granted on two occasions in 2013. The
first grant was after the release of the 2012 financial state-
ments on 8 March 2013 when a total of 922,610 share op-
tions were granted at an exercise price of DKK 20.06 per share.
The second grant was after the release of the interim financial
statements when 906,705 share options were granted at an
exercise price of DKK 20.42 per share.

See note 30 to the financial statements for additional informa-
tion on options granted.



Ordinary common sense

We identify with the customer
We keep our promises
We manage rules using common sense

Mutual respect

We listen to our customers

We respect our customers’ experiences
We draw on each other’s knowledge
and experience

Holism and proximity

We care for our customers

We take a holistic approach to the customer’s
situation

We are accessible

Will to succeed

We set ambitious and realistic goals
We develop professionally and personally
We create results together



”Alm. Brand aims to consistently
maintain a solid and adequate
capital base so that we can always
take care of our customers in the
case they are hit by an unfortunate

event”

Anne Mette Barfod,
Chief Financial Officer



corporate governance

Corporate governance

Alm. Brand is subject to the recommendations prepared by
the Committee on Corporate Governance, which are publicly
available at www.corporategovernance.dk.

On an annual basis, the Board of Directors of Alm. Brand A/S
considers all recommendations on corporate governance ap-
plying the “comply or explain” principle.

The Board of Directors believes that corporate governance
should be based on a holistic approach that considers the re-
lations and interaction with all stakeholders. Alm. Brand stri-
ves to obtain maximum transparency and openness and thus
agrees with the basic principles of the corporate governance
recommendations. This is reflected in the company’s ma-
nagement approach, which generally complies with the re-
commendations on corporate governance. A detailed review
of Alm. Brand’s position on each recommendation is provided
on the website www.almbrand.dk/corporategovernance.

The few areas in which Alm. Brand does not comply with the
recommendations are discussed below. The main elements of
the internal control and risk management systems in relation
to the financial reporting process and the composition of the
group’s management bodies are also described below.

EXPLANATION OF NON-COMPLIANCE WITH THE CORPO-
RATE GOVERNANCE RECOMMENDATIONS

Takeover bids

The committee recommends that the company set up contin-
gency procedures in the event of takeover bids. Alm. Brand has
not set up contingency procedures, as it believes that takeover
bids are not realistic given the current ownership structure.

Composition and organisation of the Board of Directors

The committee recommends that the company’s articles of as-
sociation stipulate a retirement age for members of the Board
of Directors. For a number of years, the rules of procedure of

the Board of Directors have stipulated a retirement age of 70
years for individual board members. As a result, it has been
deemed unnecessary to also fix a retirement age in the articles
of association.

As regards recruitment and election of board members, the
committee recommends that at least half of the board mem-
bers elected by the shareholders at the annual general meet-
ing should be independent.

Alm. Brand af 1792 fmba holds almost 60% of the share ca-
pital of Alm. Brand A/S, and five of the currently eight board
members elected by the shareholders are nominated by the
principal shareholder. Management believes that the prin-
cipal shareholder and the other shareholders have identical
interests in the company.

The remaining board members elected by the shareholders
have no affiliation with the principal shareholder.

The five board members nominated by the principal sharehol-
der are also members of the board of Alm. Brand af 1 792 fmba.
These members have been elected from among the members
of the board of representatives of Alm. Brand af 1792 in ac-
cordance with the association’s rules.

No information is provided about the recommended candi-
dates’ background, qualifications and the criteria for recru-
itment ahead of the annual general meeting. Information
about, for instance, the board members’ other executive posi-
tions and directorships as well as their special qualifications
is provided in the annual report. As regards new candidates,
information on other executive positions and directorships,
etc. is also provided in the complete proposals sent out prior
to the annual general meeting,.
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The Board of Directors has set up two board committees (the
audit committee and the remuneration committee). The
Chairman and the Deputy Chairman of the Board of Directo-
rs, who are not considered to be independent (see above), are
members of these committees. The majority of the committee
members are thus not independent. The Board of Directors
has chosen this structure in order to ensure a strong focus on
the work of the committees.

Since five of the currently eight members of the Board of Di-
rectors are nominated by the principal shareholder, the Board
of Directors has not found it necessary to set up a nomination
committee. When electing and nominating the independent
candidates, Alm. Brand complies with the recommendation
to take into consideration the need for integration of new ta-
lent and diversity in relation to age, international experience
and gender, and the Board of Directors also obtains external
assistance when electing the independent candidates.

Remuneration of the Board of Directors and the Manage-
ment Board

The committee recommends that severance payments should
not amount to more than two years’ annual remuneration.
The Board of Directors has not at this stage found it necessary
toamend the Management Board’s current severance scheme,
which prescribes a severance payment equivalent to three ye-
ars’ remuneration and a mutual notice of termination of 12
months. The remuneration policy comprises a cap on seve-
rance payment equivalent to two years’ salary for agreements
entered into or renegotiated with effect from 1 January 2011.

The committee recommends that the remuneration of the
Board of Directors for the current financial year is approved by
the shareholders in general meeting. The Board of Directors
believes that it is sufficient that the shareholders approve the
remuneration paid to the Board of Directors in respect of the
past financial year when approving the annual report and that
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the Chairman of the Board of Directors explains the expected
remuneration payable to the Board of Directors for the cur-
rent financial year.

The Board of Directors believes that overall Alm. Brand com-
plies with the corporate governance criteria and that these few
exceptions do not constitute a disadvantage or are contrary to
the interests of the shareholders or other stakeholders.

FINANCIAL REPORTING PROCESS

The primary responsibility for Alm. Brand’s risk management
and control organisation in relation to the financial reporting
process rests with the Board of Directors and the Management
Board, including compliance with applicable legislation and
other financial reporting regulations.

Control environment

The Board of Directors has defined a working plan ensuring
that the Board of Directors reviews, at least once a year, the
group’s:

«  Organisation

- Plansand budgets

«  Riskoffraud

«  In-houserules and guidelines

The Board of Directors and the Management Board are re-
sponsible for establishing and approving general policies, pro-
cedures and controls in key areas in relation to the financial
reporting process. The audit committee supports the Board of
Directors in this work.

The group’s internal audit department reports directly to the
Board of Directors and in compliance with the audit plan pre-
sented by the internal audit department and adopted by the
Board of Directors. The internal audit department performs



sample audits of business procedures and internal controls in
critical audit areas, including the annual report and the finan-
cial reporting.

The Board of Directors and the Management Board have
adopted policies, manuals, procedures, etc. in key areas in re-
lation to financial reporting. On an ongoing basis, the Manage-
ment Board monitors compliance with relevant legislation
and other financial reporting regulations and provisions and
reports its findings to the Board of Directors.

Risk assessment

The working plan of the Board of Directors ensures that the
Board of Directors and the Management Board at least once a
year perform an overall assessment of risks in relation to the
financial reporting process. In this connection, the Board of
Directors specifically assesses the group’s organisation with
respect to:

«  Riskmeasurement and risk management

- Financial reporting and budget organisation

+  Internal controls

- Rules on powers of procuration

+  Segregation of functions or compensatory measures
«  IT organisation and IT security

As part of the risk assessment, the Board of Directors consi-
ders the risk of fraud on an annual basis. This work includes:

- Adiscussion of management’s potential incentive/moti-
ve for committing fraudulent financial reporting or other
types of fraud

+ A discussion of management reporting with a view to
preventing/identifying and responding to fraudulent fi-
nancial reporting

corporate governance

The audit committee set up supports the Board of Directors in
these assessments.

Risk management and the financial reporting process
Day-to-day risk management is handled at segment level on
the basis of risk limits defined by the Management Board and
approved by the Board of Directors.

Risk management is coordinated by a cross-organisational
risk committee consisting of the Management Board and the
persons in charge of the actuarial department, the credit se-
cretariat, the sales organisation, the finance department and
the risk management department as well as the persons in
charge of Non-life Insurance, Life and Pension and Banking.

The finance department is responsible for preparing inte-
rim and annual financial reports. The key financial reporting
contributors are the non-life and life insurance actuarial de-
partments, which are responsible for calculating technical
provisions, and the risk management department, which is
responsible for calculating the group’s financial assets and
liabilities. In addition, the credit secretariat is an important
contributor with respect to the accounting treatment of the
bank’s loans and advances.

The report is prepared by the investor relations department
on the basis of information from a number of departments,
including the finance department, the asset management de-
partment and the individual business areas.
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MANAGEMENT BODIES

In compliance with Danish legislation, Alm. Brand A/S and the
group’s subsidiaries (except for a few single-purpose property
companies) have a two-tier management system with a board
of directors and a management board. A detailed presentation
of the members of the Board of Directors and the Manage-
ment Board of Alm. Brand A/S is provided in “Directorships
and special qualifications” below. The responsibilities and
tasks of the Board of Directors and the Management Board are
defined in the rules of procedure for the Board of Directors.

The Board of Directors consists of eight members elected
by the shareholders in general meeting and four members
elected by the employees. The 12 board members comprise
nine men and three women. The age, seniority, other direc-
torships and special qualifications of the board members are
set forth in the list of directorships at the end of the annual
report. Ebbe Castella, Karen Sofie Hansen-Hoeck and Arne
Nielsen are considered to be independent, as they do not al-
so serve on the board of the company’s principal shareholder.

When nominating new members for the Board of Directors,
the Board of Directors emphasises that as a whole the follow-
ing qualifications are represented: General management ex-
perience, experience from the Alm. Brand Group’s customer
segments, experience in auditing and accounting matters,
particularly in relation to membership of the audit commit-
tee, and insight into financial, legal and economic matters.

The Board of Directors reviews its overall qualifications and
work procedures once a year. The Chairman of the Board of
Directors is responsible for the review. The results of the re-
view will form part of the work of the Board of Directors going
forward.

80  Alm.Brand Annual Report 2013

The Board of Directors held nine meetings in 201 3.

For additional information on the group’s management struc-
tures, see: http://www.almbrand.dk/abdk/OmAlmBrand/Om-
koncernen/index.htm

AUDIT COMMITTEE

The boards of directors of Alm. Brand A/S, Alm. Brand Forsik-
ring A/S, Forsikringsselskabet Alm. Brand Liv og Pension A/S
and Alm. Brand Bank A/S have each set up an audit committee.
Alm. Brand Bank’s audit committee also performs this task for
the subsidiary Alm. Brand Formue A/S.

The audit committees of all these companies consist of three
board members:

. Arne Nielsen (chairman)
«  Jorgen H. Mikkelsen
+  BorisN.Kjeldsen

The Board of Directors deems that Arne Nielsen meets the
requirements for independence and qualifications within ac-
counting and auditing as defined in section 31 of the Danish
Auditors’ Act. Arne Nielsen has many years of experience as
a state-authorised public accountant of financial and other
businesses.



The audit committees support the boards of directors in their
work with and supervision of

«  The financial reporting process, including checking the
accuracy of financial information disclosed in annual and
interim reports, and ensuring that accounting policies
are relevant and have been consistently applied

» Internal control and risk management, including revie-
wing and assessing management’s guidelines at least
once a year with a view to identifying, monitoring and
managing the most important risks. The committees also
assess and review internal control and risk management
systems

«  Internal and external audit, including reviewing and di-
scussing the results of the work of the internal and exter-
nal auditors and the auditors’ observations and conclu-
sions and verifying the independence of the external
auditors, including in particular the provision of addi-
tional services. The committees supervise management’s
follow-up on the recommendations to management re-
ported by the internal and external auditors

The audit committees’ work involves historical data and gene-
rally does not comprise forward-looking events such as out-
look and budgets.

The audit committees held four meetings in 201 3. The audit
committees report to the Board of Directors on a current basis.
Audit committee meetings are attended by the audit commit-
tee members as well as by Group CEO, the Group CFO and the
Group Chief Auditor. In addition, the meetings are attended
by the appointed auditors, who can also meet with the audit
committees and the Group Chief Auditor without the day-to-
day management being present.

corporate governance

COMMITTEE
The boards of directors of Alm. Brand A/S and Alm. Brand For-
sikring A/S have each set up a remuneration committee.

The remuneration committees consist of the following board
members:

Alm. Brand A/S:

«  Jorgen H. Mikkelsen (chairman)
«  BorisN.Kjeldsen

. Arne Nielsen

Alm. Brand Forsikring A/S:

«  Jorgen H. Mikkelsen (chairman)
«  BorisN.Kjeldsen

. Seren Boe Mortensen

. Arne Nielsen

The remuneration committees support the boards of directors
in their work in relation to the remuneration policy for the
Board of Directors, Management Board and other significant
risk takers.

The remuneration committees held four and three meetings,
respectively, in 201 3.
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Capitalisation

Having adequate and satisfactory capital resources is a funda-
mental prerequisite for Alm. Brand’s ability to assume risks on
behalf of its customers. We take various types of calculated risk
in support of the group’s long-term business objectives. The
group’s risks are described in detail in notes 49 and 50.

The boards of directors of Alm. Brand’s subsidiaries are respon-
sible for identifying and quantifying the principal risks which
the individual companies currently face or may face in future.
In terms of solvency, the statutory requirement prescribes that
companies must be sufficiently capitalised to absorb adverse
events over the next 12 months without compromising out-
standing customer accounts. It is the boards of directors that
approve the method of calculation applied in the calculation of
the capital requirement.

Moreover, the group’s subsidiaries set a capital target to pro-
vide an additional buffer relative to the solvency capital re-
quirement. The excess relative to the capital target also forms
the basis of a decision to distribute dividend to the sharehold-
ers.

The Management Board is responsible for ensuring that in-
structions from the Board of Directors are implemented in
each individual company and for ensuring that the respective
boards of directors are informed about significant changes in
the assumptions underlying the capital requirement or the
amount thereof.

The group’s capital and risk management is described in detail
in the group’s Risk and Capital Management Report for 2013
available at http://www.almbrand.dk/abdk/Om AlmBrand/In-
vestor/Risiko-ogkapitalstyring/index.htm.

CAPITAL BASE

The group’s capital base is comprised primarily of sharehold-
ers’ equity plus supplementary capital. The supplementary
capital consists of both hybrid capital and subordinated capi-
tal.

Particularly the bank’s capital base has been supplemented by
hybrid and subordinated capital in recent years. In 2010, the
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bank exercised the option of obtaining state-funded hybrid
core capital, borrowing a total of DKK 856 million. In 201 3, the
bank repaid DKK 630 million of this amount.

The use of supplementary capital in the group’s capital base
will be further reduced in 201 4 as a result of new capital ade-
quacy rules applicable from 1 January 2014 and the bank’s de-
cision to repay the remaining DKK 22 6 million of state-funded
hybrid core capital. Repayment will take place when approval
has been granted by the Danish FSA.

On 27 February 2014, the Board of Directors of Alm. Brand af
1792 fmba approved the repayment by Alm. Brand A/S of the
existing DKK 250 million subordinated loan, as it no longer
meets the conditions for recognition in the capital base of Alm.
Brand A/S effective from 1 January 201 4. Repayment is subject
to approval by the Danish FSA, and Alm. Brand will therefore
not complete the repayment until it has received such approv-
al.

In addition, Alm. Brand af 1 792 fmba and Alm. Brand A/S have
agreed to set up a new subordinated loan of DKK 250 million
with a term of 10 years and a five-year period of non-termina-
bility. The loan carries interest at 3M CIBOR plus 5 percentage
points. The terms of this loan comply with the requirements
for recognition in the capital base of Alm. Brand A/S.

The group’s supplementary capital will be reduced by a total
amount of approximately DKK 425 million in 201 4.

As a result of the implementation of the Basel Il rules in CRD
IV/CRR, financial holding companies like Alm. Brand A/S will
not be able to recognise the excess relative to the capital re-
quirement of a subsidiary, and this means that under these
rules it will be of key importance where an excess relative to
the capital requirement is placed. Moreover, positive earnings
in a subsidiary will not benefit the capital resources of the par-
ent company directly.

However, Alm. Brand A/S has applied to the Danish FSA for
permission to calculate the capital base according to the appli-
cable FICOD rules, as these rules provide a more correct reflec-
tion of the group’s capital resources. The Danish FSA has grant-
ed permission to calculating the capital base of Alm. Brand A/S
in accordance with the FICOD rules.



INDIVIDUAL SOLVENCY NEED

The individual solvency need is calculated for all of the group’s
companies subject to supervision. Responsibility for calculat-
ing the individual solvency need for each individual subsidi-
ary rests with the relevant subsidiary, while over-all modelling
responsibility rests with the group risk management depart-
ment. This approach ensures that risks are assessed by the
department in which the relevant expertise is available. The
risk management department supports this process in all sub-
sidiaries by calculating the market risk of the assets and subse-
quently by consolidating the individual solvency needs of the
subsidiaries at group level.

The overall solvency need for Alm. Brand is calculated as the
sum of the solvency needs of the individual subsidiaries. The
solvency need for the group is calculated at DKK 2,861 million,
representing an excess cover of DKK 2,193 million at 31 De-
cember 201 3.

Insurance activities

Alm. Brand Forsikring A/S has developed a partial internal
capital model, which as from end-2012 will be used to calcu-
late the individual solvency need of Alm. Brand Forsikring A/S
through input for the calculations of “premium and reserve
risk” and “natural catastrophes”. The partial internal capital
model is designed to reflect Alm. Brand’s business structure
and reinsurance cover, and it is based on the company’s own
data. The model covers all lines except workers’ compensation
and personal accident, and it is designed to most accurately re-
flect the risk exposure of Alm. Brand Forsikring A/S.

The company has been in ongoing discussions with the Dan-
ish FSA about the model and expects the model to receive fi-
nal Solvency II approval when the directive enters into force.
With effect from 1 January 2014, the company stopped using
a company-aligned QIS calculation approach and began using
the internal model in combination with a standard formula for
solvency calculation, as specified in the Danish FSA’s executive
order on solvency and operating plans of 3 December 201 3,
for other risks.

capitalisation

At 31 December 201 3, the individual solvency need of Alm.
Brand Forsikring A/S was DKK 1,055 million, and the Solvency
Irequirement was DKK 804 million. The capital base was DKK
2,677 million, which means that the company had an excess
cover relative to the solvency need of DKK 1,622 million, cor-
responding to a solvency ratio of 2.5. Adjusted for dividend on
27 February 2014, the excess cover was DKK 1,122 million.

In 2013, Alm. Brand Liv og Pension A/S used the standard
model for the calculation of Pillar I risks (insurance risk, mar-
ket risk and operational risk) as well as a number of stress tests
for the quantification of the solvency need for other risks. In
2014, Alm. Brand Liv og Pension A/S transitioned to using the
industry-developed model for life expectancy risk, which ap-
plies the Solvency II principles.

At 31 December 201 3, the individual solvency need of Alm.
Brand Liv og Pension A/S was DKK 192 million, and the Sol-
vency I requirement was DKK 432 million. The capital base
was DKK 905 million, which means that the company had an
excess cover relative to the statutory requirement of DKK 473
million, corresponding to an excess of 21 0%.

Banking activities

On 1 January 201 3, Alm. Brand Bank A/S transitioned to using
the Danish FSA’s 8+ method for calculating the adequate capi-
tal base. The calculation according to the 8+ method is based
on 8% of the risk-weighted items plus a Pillar 2 margin for risks
not assessed to be covered by the Pillar 1 requirement.

In the credit area, the guidelines specify methods for calculat-
ing Pillar 2 margins for exposures representing more than 2%
of the capital base and for credit risk concentration on indus-
tries and individual exposures, respectively. Moreover, there is
arequirement that a Pillar 2 margin is calculated according to
a non-specified method on weak exposures representing less
than 2% of the capital base.

In addition to the specified margins in the credit area, the bank
reserves a Pillar 2 margin on agricultural and corporate expo-
sures, on mortgage deeds as well as on the private customer
portfolio.
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The calculation of adequate capital base in the market risk
area adheres to the Danish FSA’s 8+ method as described in
the guidelines. Risks related to properties are calculated in the
bank under the credit risk area.

Under additional risks, the bank reserves capital for opera-
tional risks and earnings risks. The calculation of operational
risk is based on the basic indicator method, which calculates
the operational risk as 15% of the average net interest income
and non-interest-related net income for the past three years.
The earnings risk is calculated according to the 8+ method,
which requires that capital is reserved if core earnings divided
by lending is less than 1 %.

At 31 December 2013, the bank’s capital base amounted to
DKK 1.8 billion, of which shareholders’ equity represented
DKK 1.5 billion. The risk-weighted items amounted to DKK
8.7 billion, and accordingly the solvency ratio was DKK 20.3,
and the core capital ratio was 19.2. The bank’s individual sol-
vency need was calculated at 14.2%, which means that the
solvency ratio exceeded the individual solvency need by 6.1
percentage points.

The capital base of the banking group totalled DKK 1.8 billion,
and the risk-weighted items amounted to DKK 9.6 billion at 31
December 201 3. Accordingly, the solvency ratio was 1 8.4, and
the core capital ratio was 17.7. The banking group’s individual
solvency need was calculated at 14.3%, which means that the
solvency ratio exceeded the individual solvency need by 4.1
percentage points.

CAPITAL TARGET

Alm. Brand aims to consistently maintain a solid and adequate
capital base so that we can always take care of our customers in
the case they are hit by an unfortunate event.

The capital target results in a capital requirement which is sub-
stantially higher than the statutory minimum capital require-
ments. The capital target reflects management’s intention for

the group’s capital resources to be sufficiently robust to absorb
certain external events. Such external events could be extreme
weather conditions or an extended period of economic down-
turn and resulting impairment writedowns of loans by the
bank.

Furthermore, management aims for the group to be suffi-
ciently robust to absorb large structural declines in equity
prices and fluctuating interest rates which may affect Life and
Pension to a significant degree and which may also affect the
group’s other insurance activities.

The internal capital target calculated at 31 December 2013
was DKK 4,148 million, corresponding to excess coverage for
the group of DKK 906 million. In spite of the DKK 630 mil-
lion repayment of the state-funded hybrid core capital, which
the excess in the group has increased by relative to 2012. This
was primarily due to a decline in the capital target, particularly
with respect to Banking and Life and Pension, resulting from
a decline in risk. The risk in the bank has been reduced due
to the winding up of loans and advances, to writedowns and
also to a decline in the capital target of Life and Pension due to
lower provisions after payment of tax concerning capital pen-
sionin2013.

In 2014, the value of the group’s supplementary capital will be
reduced, and the excess will also decline. On 1 January 2014,
the excess was reduced by DKK 225 million, of which DKK 65
million was related to the subordinated loan between Alm.
Brand A/S and Alm. Brand af 1792 fmba. After the establish-
ment of a new subordinated loan between Alm. Brand A/S and
Alm. Brand af 1792 fmba, which meets the conditions for rec-
ognition in the capital base, the amount of DKK 65 million will
again be recognised. The remaining DKK 1 60 million is related
to the bank’s supplementary capital, which will be reduced by
an additional amount of DKK 40 million in 201 4. In addition,
a decision has been made to repay the remaining DKK 226
million of the state-funded hybrid core capital, which will also
serve to reduce the capital excess.

Capital target Capital base
DKKm at 31 December 2013 DKKm at 31 December 2013
Non-life Insurance (40% of gross premiums) 2,012 Consolidated equity 4,685
Life and Pension (8.75% of life insurance provisions) 892 Tax asset -556
Banking (17.2% of risk-weighted Assets) 1,506 Supplementary capital 925
Capital tied up in minority interests 38 Capital base for the group 5,054
Diversification effect -300
Total capital target 4,148
*) Calculated as the individual solvency need at 31 December 2013 plus 3 percentage points
Statutory capital requirement 2,861
Excess relative to statutory requirement 2,193
Excess relative to internal capital target 906
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Principles for determination of

the capital target

Non-life Insurance and Life and Pension

The capital targets of Non-life Insurance and Life and Pen-
sion are calculated on the basis of the expected level of Sol-
vency Capital Requirements (SCR) under the Solvency II
rules with the addition of a risk allowance calculated on the
basis of a wish to ensure sufficient excess capital.

In order to make the capital target operational for the day-
to-day management and transparent to the company’s sha-
reholders, the calculated capital target of Non-life Insurance
has been translated into a fixed percentage of gross premi-
ums.

Alm. Brand Forsikring A/S will apply an internal capital mo-
del to calculate certain input for the estimate of individual
solvency. The solvency requirement is lower when applying
input from the internal capital model than when applying
the standardised model, as the internal model is based on
Alm. Brand’s actual risk profile.

The capital target for Non-life Insurance is calculated as 40%
of gross premiums. As a result of the capital buff-er, Non-life
Insurance has, in addition to the prudence already compri-
sed in the rules for calculating the solvency need, calculated
capital excess coverage sufficient to withstand a 1:200-year
loss event.

As for Life and Pension, the capital target is translated into a
fixed percentage of life insurance provisions.

The capital target for Life and Pension was 8.75% of life in-
surance provisions at 31 December 201 3. The capital target
was lowered to 8.50% at 1 January 201 4. Focus is on risk in
the form of the volatility of provisions rather than calcula-
ting the capital target based on premium levels. In step with
outflow on the portfolio’s high guarantees and inflow of new
insurances on low guarantees, the risk on the company’s
portfolio will diminish. The capital target of Life and Pension

will therefore be adjusted, lowering it to 8% in 201 6 by way
of a gradual reduction of 0.25 of a percentage point per year.

The capital target of Life and Pension is considerably higher
than the solvency need but has been fixed so as to ensure the
desired excess relative to the solvency need under a number
of specific stress scenarios. This means that Life and Pension
will be able to withstand interest rate fluctuations without
customer returns being unduly reduced through forced sa-
les or an unnecessary and expensive hedging strategy.

Alm. Brand Bank

The capital target of Alm. Brand Bank is calculated on the
basis of management’s wish to consistently maintain excess
capital adequacy relative to the individual solvency need
or relative to the statutory minimum requirement of 8% of
risk-weighted assets if the statutory minimum requirement
proves higher than the individual solvency need defined.
In addition, the capital target has been determined so as to
take the Basel Il rules into account. The capital target can be
met through a combination of several capital components
such as shareholders’ equity, hybrid core capital and subor-
dinated capital.

The implementation of the Basel III rules in CRD IV / CRR
entail a requirement for an equity ratio of up to 9.5 of risk-
weighted assets. The equity ratio includes a capital conser-
vation buffer of 2.5% and a counter-cyclical buffer of 2.5% to
protect against future cyclical downturns. CRD IV / CRR will
be implemented gradually in the period until 2019 when
the rules must be fully implemented.

The capital target of Alm. Brand Bank has been fixed at an
excess capital adequacy corresponding to a solvency ratio of
at least 13%, always provided that the target must be at least
3 percentage points higher than the individual solvency
need.



Shareholder information

OBJECTIVES

All activities aimed at shareholders are coordinated by Alm.
Brand’s investor relations department. The purpose of this
work is to ensure relevant, precise and timely information to
the market with a view to generating interest, regular trading
and a fair pricing of Alm. Brand’s shares. The investor relations
department continually strives to have a profound insight
into the group and its affairs, ensuring that questions from
analysts and investors can be answered quickly and compe-
tently. The goal is for Alm. Brand to be perceived as reliable,
accessible and professional by equity market stakeholders and
to ensure that such stakeholders are given correct information
about the company’s financial position as well as the risks
faced by and opportunities available to the company.

The investor relations department communicates via:

«  Meetings held with investors, analysts, etc.

+  Roadshows in connection with the release of financial
statements

«  Attendance at conferences, seminars, etc.

«  The corporate website with investor relevant informa-
tion and downloadable financial statements, presenta-
tions, etc.

- Distribution of a shareholder magazine in Danish for the
company’s registered shareholders

ACTIVITIES

The Management Board gives priority to meeting with the
company’s investors and analysts in connection with the re-
lease of financial statements and interim financial statements
and by hosting various conferences and seminars. In connec-
tion with the release of financial statements, management
and the investor relations department go on road-shows. In
2013, Alm. Brand held roadshows in the Nordics, the UK, the
United States and a number of central European countries.
In addition, we addressed professional investors in Denmark
and internationally by holding a number of one-on-one meet-
ings and presentations to large and small audiences. During
the rest of the year, the investor relations department handles
enquiries from investors and analysts.

Inrecent years, Alm. Brand has seen an increase in the number
of private shareholders, and as a result the company in 2013
intensified its efforts to cater to private investors. Among
other things, Alm. Brand participated at the investor day host-
ed by the Danish Shareholders Association in Aarhus. These
efforts are expected to continue in the years ahead.

86  Alm.Brand Annual Report 2013

Investor presentations used in connection with roadshows,
conferences, seminars, etc. are available from the company’s
website. Moreover, presentations of the company’s full-year
and interim financial reports are webcast.

Analyst coverage

In 2013, Alm. Brand’s shares were covered regularly by three
analysts based in Denmark, but Alm. Brand’s shares are also
covered by international analysts on an ad hoc basis.

In 2013, Alm. Brand’s shares were actively covered by the fol-
lowing companies:

- Carnegie Bank
. Danske Bank
. Nordea

Due to changes in their team of analysts, Nordea has ceased its
coverage of Alm. Brand’s shares for the time being. Also due to
changes in the team of analysts, SEB did not prepare any new
reports on Alm. Brand in 201 3. However, SEB is expected to
resume active coverage in 201 4.

Contact details for the analysts are available from Alm. Brand’s
website. The analysts’ recommendations and consensus esti-
mates are also published on the website ahead of and after
each announcement of financial results.

SHARE PRICE PERFORMANCE
The share price increased during 201 3. At 1 January 2013, the
price was DKK 14.0, increasing to DKK 24.1 at 31 December
201 3. This represented an increase of 72.1% in 2013, which
was on a par with the increase in 2012. The highest price
quoted in 201 3 was DKK 24.2.

Recording an increase of more than 70%in 201 3, Alm. Brand’s
shares once again outperformed the market in general, as the
OMX C20 CAP index gained 32%.

The average daily turnover continued the positive trend seen
in 201 2. Reporting average daily turnover of more than DKK 5
million, turnover more than doubled relative to 201 2.



Financial ratios

. Price/NAV at 31 December 2013:0.91 (2012:0.55)

«  Average daily turnover 2013: DKK 5.2 million (2012:
DKK 2.2 million)

«  Market capitalisation at 31 December 201 3: DKK 4.2 bil-
lion (2012: DKK 2.4 billion)

The Alm. Brand share is a component of the NASDAQ OMX
Mid Cap index.

The figure below shows the performance of Alm. Brand’s
shares in 201 3 compared to the performance of the OMX C20
CAP index.

shareholder information

OWNERSHIP

Excluding treasury shares, 164,856,983 of the company’s
shares were registered shares at 31 December 2013. Alm.
Brand A/S is a subsidiary of the limited liability association
Alm. Brand af 1792 fmba, and with an ownership interest of
59.1% the association was the only shareholder to have re-
ported an ownership interest of more than 5%.

Perfomance of the Alm. Brand’s shares in 2012 relative to perfomance of the OMX C20 index
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Alm. Brand

ALM. BRAND’S SHARES

The nominal value of the company’s share capital is DKK
1,735 million, divided into 173,500,000 shares of DKK 10
each. Each share carries one vote. In 2013, Alm. Brand pur-
chased own shares to cover the group’s share option scheme.
At 31 December 2013, the number of shares adjusted for
shares held in treasury was 170,655,145.

The securities identification code of Alm. Brand A/S shares is
DK001525034-4 (ALMB).

Aug

Sep Oct Nov Dec

OMX C20 CAP (rebased)

The registered shareholders represented 96.6% of the share
capital at 31 December 2013. Alm. Brand is predominantly
owned by Danish shareholders. In addition to the principal
shareholder, Danish shareholders held close to 30% of the
company’s shares, which was 3 percentage points higher than
at 31 December 201 2. The proportion of foreign shareholders
declined correspondingly in 201 3. The decline was particu-
larly pronounced among shareholders based in Scandinavia
and the UK, reporting a decline of close to 3 percentage points
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relative to 31 December 2012. On the other hand, the propor-
tion of US shareholders increased by 1 percentage point to
4.3%. Alm. Brand generally saw strong interest in roadshows
from US investors.

At 31 December 201 3, 36% of the free float was owned by pri-
vate shareholders, marking an increase of 4 percentage points
relative to 31 December 201 2. The proportion of institutional
investors declined correspondingly, representing a free float
ownership of approximately 46% at 31 December 201 3.

DIVIDEND POLICY

As a general rule, the company will distribute excess capital
relative to the capital target in the form of cash dividend and/
or share buybacks. However, such distribution will always be
subject to an assessment of any increased capital requirement
over the following years, either due to planned activities, spe-
cial risks or a shortfall in earnings. At 31 December 201 3, Alm.
Brand had excess coverage of DKK 906 million relative to the
internal capital target.

A part of the group’s capital base consists of state-funded hy-
brid core capital, which carries interest at the rate of 11.01%.

Ownership at 31 December 2013

Alm. Brand af
1792 FMBA 40.9%

59.1%
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Due to the high rate of interest, Alm. Brand wants to repay
this capital as quickly as possible. The original loan was DKK
856 million, but Alm. Brand repaid DKK 630 million of this
amount in 2013. Management has decided to apply to the
Danish FSA for permission to repay the remaining DKK 226
million in connection with the financial statements.

In 2014, Alm. Brand will be affected by new capital adequacy
rules for banks. As a result of these new rules, the group’s ex-
cess capital cover will be reduced by a total amount of DKK
200 million in 2014. For additional information, see “Capi-
talisation” above.

After adjusting for these changes, Alm. Brand has a satisfac-
tory capital excess of close to DKK 500 million in 201 4.

The expected loss incurred by the bank in 2014 and the
general uncertainty surrounding the lending portfolio has
led to a decision to maintain a capital reserve over and above
the capital target in 201 4. As a result of this decision, it will be
recommended that no dividends are paid to the shareholders
in connection with the approval of the 2013 financial state-
ments.

Danish investors excl. principal shareholder 26.6%
- Scandinavia excl. Denmark 2.3%
B usasas

United Kingdom 3.2%

Other 6.3%



shareholder information

MANAGEMENT’S SHAREHOLDINGS
In 201 3, the Board of Directors’ and the Management Board’s shareholdings in Alm. Brand A/S were as follows:

No. of shares held at 1 Jan 2013 No. of shares held 31 Dec 2013
Personally Related parties Personally Related parties

Board of Directors

Jorgen H. Mikkelsen 115,369 106,439 125,369 116,439
Boris N. Kjeldsen 5,480 0 5,480 0
Arne Nielsen 2,500 11,600 5,900 14,400
Ebbe Castella 0 0 1,000 0
Helle Lasby Frederiksen 2,400 0 2,400 0
Henning Kaffka 28,718 0 34,418 0
Jan Skytte Pedersen 12,000 75,000 12,000 75,000
Lars Christiansen 277 0 277 0
Henrik Christensen 0 12,750 0 12,750
Per V. H. Frandsen 21,000 0 21,000 0
Susanne Larsen 11,048 0 10,548 0
Management Board

Seren Boe Mortensen 34,697 1,173 34,697 1,173

ANNUAL GENERAL MEETING
The annual general meeting of Alm. Brand A/S will be held at 11.00 a.m. on 30 April 2014 at the Crowne Plaza, Orestads
Boulevard 114-118, 2300 Copenhagen S, Denmark.

COMPANY ANNOUNCEMENTS IN 2013

26/02/2013 Annual Report 2012

08/03/2013 Report on transactions

08/03/2013 Issue of options

19/03/2013 Partial repayment of state-funded hybrid core capital

22/03/2013 Prepayment of government-guaranteed bonds in Alm. Brand Bank

25/03/2013 Report on transactions of executives and related parties of these with Alm. Brand A/S shares
25/03/2013 Notice of annual general meeting

25/04/2013 Result of annual general meeting held on 25 April 2013

22/05/2013 Interim report Q1 2013

23/05/2013 Report on transactions of executives and related parties of these with Alm. Brand A/S shares
24/05/2013 Report on transactions of executives and related parties of these with Alm. Brand A/S shares
22/08/2013 Interim report HI 2013

03/09/2013 Report on transactions of executives and related parties of these with Alm. Brand A/S shares
03/09/2013 Issue of options

11/09/2013 Partial repayment of state-funded hybrid core capital

17/09/2013 Report on transactions of executives and related parties of these with Alm. Brand A/S shares
01/10/2013 Financial calendar 2014

21/11/2013 Interim report Q3 2013

02/12/2013 Report on transactions of executives and related parties of these with Alm. Brand A/S shares
17/12/2013 Report on transactions of executives and related parties of these with Alm. Brand A/S shares

FINANCIAL CALENDAR 2014

27/02/2014 Release of Annual Report 2013
30/04/2014 Annual general meeting
21/05/2014 Release of interim report Q1 2014
21/08/2014 Release of interim report H1 2014
20/11/2014 Release of interim report Q3 2014
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CSR —orjust ordinary

COIIMOon Sense

»

Our vision is that “We take care of our customers”. “Taking
care of” applies not only to customer relationships but also to
employee relationships, environmental and climate matters
and to matters concerning society in general.

Alm. Brand seeks to conduct its business in a responsible and
sustainable manner. However, the group’s business and in-
teraction with the surrounding society do not immediately
involve weighty environmental issues or important human
rights challenges that make special demands on Alm. Brand’s
social responsibility.

Since 2009, Alm. Brand has prepared a formal report on its
corporate social responsibility (CSR) efforts. As part of these
efforts, Alm. Brand has defined specific goals for its future
work and established systematic monitoring of its CSR per-
formance and results.

FOLLOW-UP ON TARGETS SET FOR 2013

Project FOOT

The group’s electricity consumption was to be reduced by 3%.
This target was achieved, as the electricity consumption de-
clined by as much as 4.3% relative to 2012, corresponding to a
decline in carbon emissions of 53,100 kg. The group had also
defined a target of reducing its total consumption of printed
material, i.e. centralised and decentralised printing, by 5%.
This target was also achieved with a reduction of 6.1%, corre-
sponding to a decline in carbon emissions of 6,000 kg.
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Survey of the group’s properties

Relevant indoor climate-enhancing and energy and resource
efficiency improvements were to be identified in all proper-
ties owned by the group. The overall goal is to improve the
energy classification of each individual building. All proper-
ties have been inspected and thoroughly registered and a
plan has been prepared for energy improvements. Moreover,
an investment budget is being prepared.

Training of occupational health and safety representatives
Alm. Brand’s occupational health and safety representatives
were to receive communication training in order to equip
them better to perform the role as CSR ambassadors of the
company. This training was completed in connection with
the annual FOOT Camp at which the ambassadors were trai-
ned in how to use nudging as a tool.

Implementation of CSR policy

The overall CSR policy which is to apply to all of the group’s
business areas and activities was to be drafted and imple-
mented. This work is still in progress.

CORPORATE RESPONSIBILITY

Alm. Brand seeks to take care of its customers by offering
high-quality products and services that provide help in the
case of injury or damage as well as management and advice
concerning monetary and lending issues and savings pro-
ducts.



Alm. Brand provides its employees with a wide variety of
options of a social, health and practical nature. Alm. Brand
makes high professional and social demands on its employees
but always takes into account all aspects of an employee’s life.
This creates the most sustainable solution for both parties.

Alm. Brand makes no distinction between its customers or
employees with respect to gender, colour, social affiliation or
political or religious conviction.

Customers

Alm. Brand’s role as an insurance company is to replace what
has been lost or restore what has been damaged in case a
customer has incurred a covered claim. In the case of claims
resulting from a sudden, acute traumatic incident, including
fire, robbery, assault or traffic accidents, Alm. Brand offers
psychological counselling to any of its Pluskunder and Dob-
beltkunder in need of crisis therapy. In 2013, 439 policyhol-
ders applied for crisis therapy, as compared with 333 in 2012.

Customers are offered competitive financial products, inclu-
ding savings and pension products. Alm. Brand focuses on
providing advice based on each customer’s individual situa-
tion.

Employees
The group’s health policy is intended to promote health and
well-being on the job and in the employees’ spare time. Ac-

cordingly, the group offers financial support for a number of
sporting activities as well as canteen and fruit services. Alm.
Brand also emphasises a healthy working environment and
has an ergonomic consultant and architects as well as a spe-
cial service desk available to prevent and relieve physical pro-
blems.

In both 2012 and 2013, the Danish Working Environment
Authority conducted four control visits at Alm. Brand wit-
hout such visits giving rise to any remarks. Alm. Brand recei-
ved four so-called “green smileys” in both years.

The group’s sickness policy is intended to ensure that emplo-
yees have a good working life with a low sickness absentee-
ism and high well-being. For example, the group conducts
sickness absence interviews, provides stress prevention and
stress management training for managers and offers health
insurance for all employees.

In 2012, the sickness absence rate was 2.98%, increasing
slightly to 3.36% in 2013. Sickness absence in per cent is own
sickness plus long-term sickness. In 2012, each employee of
Alm. Brand had an average sickness absence of 5.84 days.
Sickness absence in days is own sickness minus long-term
sickness plus child sickness. Alm. Brand’s target is to reduce
the average number of sick days by one day to 4.84 days of
absence by 2016. In 2013, the sickness absence in days had
declined to 5.72 days.
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The group engages regularly with municipalities and job cen-
tres, accepts people in work test programmes and is generally
open to offering flex jobs and scale-down jobs for people with
impaired working ability. In 2013, Alm. Brand had 19 emplo-
yees in flex jobs or wage subsidy jobs, against 20 in 2012.

Each year, the group accepts post-secondary school students
for work experience programmes. In 2013, Alm. Brand had
five trainee bachelors in finance, compared with nine trainee
bachelors in finance in 2012.

Alm. Brand’s senior-age policy ensures that employees have
the opportunity to plan their senior working life with the
group well in advance. In addition to extra holidays, emplo-
yees may choose to work fewer hours and adapt their work-
ing hours to their individual needs. In 2013, the senior-age
scheme comprised 19 employees, against 18 employees in
2012.

New mothers and fathers are entitled to full pay during ma-
ternity/paternity and parental leave periods. Moreover, all
employees are entitled to five care days in addition to the sta-
tutory five weeks holiday.

Gender equality

At the beginning of 2013, the Danish parliament adopted an
act intended to ensure a more equal distribution of men and
women in management positions. Alm. Brand is also compri-
sed by this act and has therefore adopted a group policy for
this area.

Pursuant to the act, a gender is underrepresented if it has a
representation of less than 40%. At 1January 2013, the distri-
bution between men and women on the Board of Directors
of Alm. Brand A/S was 100% men to 0% women, equivalent
to eight men and zero women, as employee representatives
are not counted according to the act. At the annual general
meeting in 2013, a new independent female member was
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appointed to the Board of Directors, changing the gender di-
stribution to 87%/13%. Alm. Brand A/S has defined a gender
distribution target for the Board of Directors of 75%/25% by
spring 2017.

The distribution between men and women at the group’s
other management levels was 127 men to 41 women, equiva-
lent to 76%/24%, at 1 January 2013. In order to ensure that the
female gender is not underrepresented, the number of wo-
men in management positions must be increased by 27 if the
total number of management positions remains unchanged.

Alm. Brand has planned a number of initiatives in order to
achieve this target and to support the implementation of the
group policy. In 2013, the group’s human resources depart-
ment reviewed Alm. Brand’s job advertisements with a view
to ensuring unbiased language usage, thereby encouraging
both male and female applicants to apply for the jobs in ques-
tion. In addition, Alm. Brand has planned further initiatives
and targets for 2014, including within employer branding, re-
cruitment, induction programmes for new managers/talent
spotting and in-house activities and communications.

ENVIRONMENTAL AND CLIMATE RESPONSIBILITY

Alm. Brand seeks to take care of the environment and the
climate and therefore works towards reducing its pollution
footprint on the environment and the climate. For many
years, the environmental and climate efforts have been based
on ordinary common sense rather than formalised and writ-
ten environmental and climate policies.

Heating, cooling and power consumption

The group focuses on individual climate control in office
areas and at building level. Today, Alm. Brand monitors and
controls heating, cooling and ventilation in most properties
and in leased premised that have their own climate control
system.



In 2013, we installed new windows and postinsulated the
building at Midtermolen 3 and installed more energy-friend-
ly glazing at the branch office in Hillered. In the building at
Midtermolen 1, the energy control systems have been opti-
mised as part of the ongoing work to make the group’s port-
folio of buildings more energy efficient.

The new, more energy efficient facade with integrated solar
panels at the group’s head office was commissioned at the
turn of the year. The new facade provides thermal insulation
and reduces the cooling requirement by around 20,000 kWh
per year. The solar panels, which are integrated in the facade,
are designed for an annual power production of approxim-
ately 32,000 kWh. In 2013, the solar panels produced 32,300
kWh, equivalent to 2.7% of the electricity consumption at the
group’s head office.

Unwanted and environmentally harmful substances (such as
CFC) will gradually be eliminated from all existing cooling
systems and replaced with natural refrigerants as this be-
comes technically and financially feasible. In future, Alm.
Brand will focus on water-borne cooling systems and remote
cooling options for the group’s properties. Currently, more
than 65% of the overall cooling base is non-CFC. For example,
anew ex-ternal server room was commissioned in Copenha-
gen in 2013. In the new server room, conventional refriger-
ants (CFC etc.) were replaced primarily by water cooling.

For several years, the group has phased in energy-saving elec-
trical products, including light bulbs, thin clients instead of
desktops, flat screens, printers, etc. Alm. Brand is also in the
process of phasing in intelligent light control by means of
motion and daylight sensors and automatic on/off functions.
Light control systems have been installed in 60% of the total
floor space.

In 2013, light sources in technical rooms were replaced, and
lighting in the underground parking garage at Midtermolen
was replaced with LED solutions. The halogen bulbs in the
ceilings of our branch offices were also replaced for electrici-

ty-saving LED solutions in 2013. Moreover, several circulating
pumps were replaced by new low energy pumps. As part of
the climate proofing of the access ramp to the underground
parking garage at Midtermolen, the heating in the ramp has
been converted from electrical heating to district heating.

The establishment of an in-house data centre in 2012 chan-
ged the overall assumptions underlying energy estimates and
actual consumption figures to such an extent that for com-
parative purposes the overview below shows consumption
including and excluding the data centre.

In 2013, the group focused on consolidating the data for its
owned and leased facilities. As a result of the intensive follow-
up on the structure, it was necessary to adjust Alm. Brand’s
electricity consumption in 2012 relative to the reported con-
sumption in 2012.

The overall energy consumption (power and heat) for office
areas and building operationsin 2012 and 2013 was as follows:

CONSUMPTION PER EMPLOYEE

Reported Adjusted  Target Actual
(kWh/employee) 2012 2012% 2013 2013
Electricity consumption,
excl. data centres 1,389 1,551 1,504 1,424
Electricity consumption,
incl. data centres 1,754 1,916 1,859 1,831
Heat consumption? 2,872 2,872 2,786 2,538

Note 1: Heat consumption is calculated as the actual consumption and not as de-
gree days adjusted.

Note 2: The electricity consumption has been adjusted to reflect meter conso-
lidation.

The target for 2014 and the future reporting of the actual
consumption includes data centres. Because the data centres
were established in spring 2012, the consumption for 2012 is
estimated as an annual consumption. It subsequently turned
out that the estimate for data centre 1 was fairly accurate, but
that the estimate for data centre 2 was somewhat too low. For
additional information on the prerequisites for and details
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about energy consumption, see Alm. Brand’s 2013 carbon
emission accounts, which are available at www.almbrand.dk.

Since 2009, the group has participated in the World Wide
Fund for Nature’s annual, global turn-off-the-light event
Earth Hour by turning off the light at the group’s offices as
well as turning off a large advertising sign in Radhuspladsen
in Copenhagen.

Water, paper, cleaning and waste

Water-saving fittings are gradually being installed in all pro-
perties where such installation is possible. The group cur-
rently does not have a precise measuring tool to document
changes in water consumption across all group locations and
does not for the time being allocate resources to document
water consumption.

Over the past five years, the group has replaced a large part
of its paper consumption by electronic solutions, including
statements of account, pay slips and invoices as well as the use
of NemKonto for claims payments.

In recent years, Alm. Brand has accelerated the process
to achieve minimal paper consumption. The insurance
company no longer sends out a full set of insurance terms to
customers that have merely changed their coverage. Full sets
of insurance terms will only be distributed if the insurance
terms have been amended.

Through the group’s online branch at www.almbrand.dk, the
insurance company now also sends out digital insurance of-
fers and digital policies, and customers can also accept offers
online.

The group also works with paperless office solutions. This
means that case files and letters are scanned in order to redu-
ce paper consumption and enhance customer service. When
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in contact with both new and existing customers, the group
requests to receive the customer’s e-mail address in order
that as much communication as possible can take place via
e-mail.

As part of the group’s strategy, CUSTOMERS FIRST, which
was launched in 2012, the group has had a target of achieving
full digitalisation of 33% of all customer-facing processes by
2016. Digitalisation also contributes to the CSR target becau-
se it reduces the group’s paper consumption, for example by
getting more customers to sign up to receive electronic mail.
The customers receive an e-mail when insurance documents
are sent to their personalised page Mit Kundeoverblik at
almbrand.dk, instead of sending the insurance papers by re-
gular mail. Alm. Brand had a “digitalisation rate” of around
18% in 2013, up from around 6% at the beginning of 2012.

In 2013, Alm. Brand completed a digitalisation project, E/L
Mit kundeoverblik, for commercial and agricultural custo-
mers, which, via a self-service platform and by using NemID,
provides access to the customer’s most recent insurance
overview and the policies and terms in force from time to
time. They can also order new covers or changes to their po-
licies, for example of deductible and sum insured, and cor-
rect contact information. The solution was implemented at
almbrand.dk at the beginning of 2014.

By the end of 2014, 30,000 commercial and agricultural
customers are expected to be active users of E/L Mit kun-
deoverblik. The solution means that more of the group’s
communications with commercial and agricultural custo-
mers will be digitalised. This will save paper as well bring
savings from not having letters physically distributed. The
group expects to save more than 1 million sheets of paper an-
nually by distributing policies digitally instead of physically.
The group has recorded its consumption of printed material



since 2012. As part of Project FOOT, a target was defined for
2013 to reduce the group’s total consumption of printed ma-
terial by 5%. This target was achieved by a total reduction of
6.1% in 2013. In 2014, the group aims to reduce its total con-
sumption of printed material even further.

PRINTED MATERIAL IN THE GROUP

Consumption  Target Consumption
2012 2013 2013
Print (million prints) 21.1 20.0 19.5

Most of Alm. Brand’s marketing material, for example
brochures and magazines, which are produced externally, are
printed on paper which is both Swan-labelled (i.e. paper with
minimum environmental and health impact relative to com-
parable paper products) and FCS-labelled (i.e. paper made
from sustainable timber).

Since 2011, the group has been sharpening its focus on point-
of-use sorting of paper, cardboard, bottles and construction
waste, and household waste from our canteens is collected
and used for biomass. Low-energy light bulbs and fluorescent
tubes are collected for recycling because of their mercury
content. Used batteries are also collected for safe disposal.

Since 2011, the group has been point-of-use sorting electro-
nics waste distributed on three groups: Cable waste, IT/PC
electronic waste and other electronic waste. Alm. Brand cur-
rently does not have a precise measuring tool to document
the change in waste consumption across all group locations.

All detergents used in the group are either Swan-labelled or
labelled according to a similar scheme.

Co,

The group aims to reduce its carbon emissions, and the ini-
tiatives launched to achieve this include company bicycles,
commuter schemes and increased use of video conferences.
However, the group does not currently have an overall view
of its carbon emissions.

The group’s car policy comprises an incentive for employees
with a company car to accept responsibility for eco-friendly
driving. Since its implementation in 2009, the car policy has
contributed to employees choosing a more eco-friendly car
when replacing their company car. Due to the implementati-
on of the environmental policy, the group’s car fleet has been
significantly upgraded in recent years. Today, 77% of the cars
are envi-ronment class A++, A+, A or B cars.

The group has introduced a number of carbon reducing solu-
tions to its insurance customers. For instance, customers who
have a small car or low mileage will get a cheaper motor insu-
rance. In addition, the group offers free cover for geothermal
or solar heating systems over the customer’s building insu-
rance.

Alm. Brand Leasing provides advice to private customers re-
garding the environmental classification and carbon emis-
sions of lease cars and provides solutions for commercial
customers which comply with their corporate rules and car-
bon emission targets. Customers may also use the website to
search for cars with the maximum carbon emission desired
and see the environmental classification of each lease car. In
2013, more than 85% of all new lease cars for private custo-
mers were environment class A, A+ or A++.

Commercial customers expect a high level of advice about
the choice of cars for their car fleet, and they have become sig-
nificantly more conscious about the environmental impacts.
Alm. Brand Leasing’s advisory services to these customers
therefore always comprises elements of how the company
can reduce its carbon footprint by choosing the right cars for
its car fleet and at the same time get an optimum solution to
its transportation needs.
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Project FOOT

At the end of 2011, the group launched Project FOOT, the
aim of which is to improve the indoor climate and the work-
ing environment for the employees, to lower electricity and
heating expenses and to reduce the group’s environmental
footprint. Project FOOT links health, safety and environment
efforts with CSR and is implemented by the compulsory oc-
cupational health and safety organisation, which is responsi-
ble for driving local behaviour change processes.

In 2011, Alm. Brand’s occupational health and safety repre-
sentatives were trained to be “CSR ambassadors”, and they
have since received regular training in communicating the
message. Since 2012, Project FOOT has contributed to redu-
cing the group’s electricity consumption and consumption of
printing paper.

SOCIAL RESPONSIBILITY

Alm. Brand has carried on insurance business since its in-
ception in 1792 by taking over risk from its customers and
ensuring payment of compensation in the case of injury or
damage. The group is focused on operating all its activities in
a socially responsible manner but does not have a formalised
and written general social responsibility policy, including
with respect to human rights. However, the group has sepa-
rate policies in relation to gifts, corporate governance and in-
surance fraud.

Customers

In 2013, expenses for fire, water and theft claims in private,
commercial and agricultural lines accounted for more than
half of the group’s total gross claims expenses. It is Alm.
Brand’s objective to take care of customers in such situations,
but some things cannot be replaced. The claims that take the
hardest toll on customers psychologically are theft, fire and
water damage claims. That is why Alm. Brand goes a long way
to educate its customers on how to minimise the risk of loss.
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As part of a number of claims-preventing initiatives aimed at
private building insurance customers, Alm. Brand offered in-
stallation of burglar alarms free of charge in 2013. In addition,
the customers may purchase water damage detectors and
anti-theft window and door locks at very favourable prices.
In 2003, about 1,000 private insurance customers accepted
the offer of having a burglar alarm installed.

The group also launched claims prevention measures aimed
at its agricultural customers. Over the next couple of years,
Alm. Brand, in a collaboration with Kemp & Lauritzen, will
offer more than 6,000 agricultural customers a thermogra-
phic survey of their buildings free of charge with the aim of
reducing the number of farm fires due to electrical faults.
A thermographic survey involves infrared scanning with a
thermal imaging camera to detect potential overload hazards
in a farm’s electrical system.

Insurance fraud

Alm. Brand seeks to uphold the principle of solidarity on
which the insurance system rests. This involves combating
insurance fraud for the benefit of law-abiding customers. In
2006, Alm. Brand’s claims assessors revealed insurance fraud
in a total amount of DKK 15 million. In 2012, this amount had
increased to DKK 45 million but fell to DKK 38 million in
2013.

Ethical investments

Alm. Brand implemented an ethical investment policy at the
beginning of 2010. This means that ethical criteria concer-
ning aspects such as human rights, children’s rights, the right
to unionize, employee health and safety and environmental
considerations are included on an equal footing with other
factors in the screening of companies.



The policy is primarily directed at the investment of Life and
Pension’s policyholders’ funds in credit bonds, as the bank
invests according to the policy through an asset manage-
ment agreement. Investments in emerging markets are made
on the basis of a negative list of countries. Life and Pension
and the bank regularly review the negative list at investment
meetings.

Conflicts of interest

In 2009, the group implemented a policy for receipt of gifts,
participation at functions and similar events which applies to
all group employees. This policy is intended to prevent suspi-
cion of a conflict of interests. Accordingly, all employees have
an obligation to report gifts and functions in excess of a cer-
tain amount.

Designated managers and employees are regularly informed
about the existing rules in this area and new employees are
informed about the rules as part of their introductory course.
The current policy is also a component of the staff manual
and in the group’s system of business procedures.

In 2013, the group’s compliance officer received four reports
from employees relating to the gift policy, which was on a par
with 2012. The reports did not give rise to any comments.

Sponsorships

As a corollary of Alm. Brand’s local presence through bran-
ches, sales centres and insurance agents, the group takes re-
sponsibility for the development of local business and local
community organisations. Alm. Brand therefore supports
numerous local sports clubs, including football club AGF and
handball club Bjerringbro-Silkeborg, both playing in the top
Danish leagues and both having attractive sponsor networks,
as well as other local causes through sponsorships.

In 2013, the bank signed a four-year partner agreement with
the Danish Swimming Union. Under the partner agreement,
which builds on a quid pro quo principle, the local swim-
ming clubs will pave the way for new Pluskunder in the bank
among the clubs’ members in return for receiving a variable
amount for each customer agreement signed. The Danish
Swimming Union also receives a fixed annual amount for its
elite swimmers as part of the agreement.

Donations

Alm. Brand made a DKK 52,500 donation to the Christmas
Seal Foundation again in 2013, contributing to improving the
daily lives of 750 exposed children who lead a lonely and iso-
lated life trying to combat obesity and bullying.

In 2013, Alm. Brand also made a DKK 50,000 donation to Pro-
ject Teddybear. The project gathers child burn victims and gi-
ves them an opportunity to spend time with children their
own age who are either also burn victims or have suffered
scalding or frostbite injury or have lost one of their parents
in a fire accident.

The branch office in Lyngby organised a fund-raising among
its customers and employees for the benefit of the “Support
for the Breasts” campaign. The fundraising resulted in a do-
nation of just under DKK 15,000 for the fight against breast
cancer, which each year hits almost 5,000 women, typically
over 50, and which causes around 1,200 deaths each year.

Alm.Brand Annual Report 2013

csr

97



98

In 2011, Alm. Brand concluded an agreement with the
company Baisikeli to buy stolen bicycles received by Alm.
Brand in future. Baisikeli’s objective is to create a sustaina-
ble bicycle industry in Africa. Half of the bicycles from Alm.
Brand will be shipped to Mozambique and the other half will
be sold in Denmark to fund Baisikeli’s activities. Alm. Brand
sold 332 bicycles to Baisikeli in 2012, the number increasing
to 3521in 2013.

The Mobile Blood Bank

Each day, Alm. Brand helps policyholders who have been ex-
posed to sickness or accident to return to life and their eve-
ryday routines. The group’s employees also contribute on an
individual basis by donating blood to the Mobile Blood Bank
twice a year. From 2003 to 2013, Alm. Brand’s employees
donated 1,656 portions of blood. In 2013, 172 employees do-
nated 189 portions of blood.

Knowledge transfer for the benefit of society

Alm. Brand is represented in a number of different profes-
sional committees in the insurance and other industries. In
these fora, the group’s experts share their knowledge about
subjects of relevance to policyholders specifically and citi-
zens of society in general. These experts include:

»  The Director of Commercial Insurance of Non-life Insu-
rance, who is deputy chairman of the board of the Da-
nish Terrorism Insurance Pool for Non-life Insurance.
This board manages a terrorism insurance scheme for
non-life insurers in Denmark covering NBCR terrorism
risk (i.e. chemical and biological terrorism claims af-
fecting policyholders). As a consequence of this direc-
torship, the Director of Commercial Insurance holds a
position as alternate of the Danish Terrorism Insurance
Council, which manages state-guaranteed assistance in
the event of a terrorist attack on Denmark
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»  The Head of Insurance Fraud of Non-life Insurance is a
member of the Insurance Fraud Committee of the Da-
nish Insurance Association. The committee exchanges
knowledge and experience regarding the combating of
insurance fraud and the framework for such efforts. Mo-
reover, the Head of Insurance Fraud joined the Liaison
Committee Police & Insurance of the Danish Insurance
Association in 2013

«  The Director of Private Insurance of Non-life Insurance
is a member of a working group under the Danish Insu-
rance Association. The objective of this working group
is to establish awareness of and communicate the in-
dustry’s knowledge about precipitation claims, special
risk areas and claims mitigation measures to authorities
and Danish municipalities in particular. This is done in
response to recent years’ extreme weather conditions
(including cloudbursts) and resulting insurance claims

« In 2012, the group’s CEO was a member of the national
forum for climate adjustments set up by former Danish
Minister for the Environment, Ida Auken. This forum
was close down at the beginning of 2013

Popular Meeting in Bornholm

On a daily basis, Alm. Brand provides advice to its customers
about claims prevention measures that can help protect their
values. Be it against cloudburst or burglary. Sometimes our
advisory services are not enough, and in such situations we
gladly engage in discussions with legislators and authorities
with a view to influencing the political decision-making pro-
cesses and serving our customers’ best interest.

In 2013, Alm. Brand participated in the Popular Meeting in
Allinge on the Danish island of Bornholm. The group’s Head
of Claims Processing participated as a representative of the
insurance industry in a panel discussion with legal affairs
spokespersons from several political parties and a represen-
tative of the Danish Crime Prevention Council. The theme for
the discussion was: Denmark holds an unpleasant burglary
record in Europe. How do we stem organised burglary crime?



The Head of Claims Processing called for an amendment of
Danish building regulations to introduce much tougher re-
quirements on residential theft-protection, for example on
doors and windows. The tougher requirements should apply
to both private and public housing. After the Public Meeting,
the legal affairs spokesperson of the Danish Socialist People’s
Party, Karina Lorentzen, announced that in the coming ses-
sion of the Danish parliament she would submit a proposal to
make burglar-proof doors and windows a statutory require-
ment for new construction and refurbishments.

INITIATIVES FOR 2014

«  To formulate and implement an overall CSR policy that
will apply to all of the group’s business areas and activi-
ties

+  To strengthen the group’s climate and energy control
and climate reporting. For this purpose, a climate and
energy report for the group’s buildings and offices will
be prepared. The climate and energy report will be
structured according to recognised conventions and can
be used for reporting according to Global Compact (COP
report), CDP and Energy Index Denmark

«  To reduce the total consumption of printed material,
i.e. centralised and decentralised printing, by 5%, cor-
responding to 1 million sheets of paper. The reduction
is expected to lower the group’s carbon emis-sions by
5,900 kg

«  Toreduce the total electricity consumption by 1%, corre-
sponding to a carbon emission reduction of 18,000 kWh
or 5,500 kg

«  To focus on physical activity and exercise at work. The
target is to incorporate more physical activity and exer-
cise in a sedentary work environment

To implement a number of initiatives to support target

figures for the underrepresented gender and the imple-

mentation of the group policy for this area. The initiati-
ves include:

- To postinterviews at almbrand.dk with women in
management positions who encourage other wo-
men to apply for management positions in
Alm. Brand

«  To ensure focus on female candidates when selec-
ting interviewees

«  To ensure that both male and female employees
are asked about their interest in management
during staff appraisal interviews

«  Todevelop induction programmes for new mana-
gers, both male and female

«  Topublish articles in the employee magazine
about the working life and experience of men and
women in management positions

«  To hold workshops focused on challenges and lear-
ning for existing female managers
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Statement by the Management
Board and the Board of Directors

The Board of Directors and the Management Board have today
considered and approved the annual report of Alm. Brand A/S
for the period 1 January to 31 December 201 3.

The consolidated financial statements have been prepared in
accordance with the International Financial Reporting Stan-
dards as adopted by the EU and Danish disclosure require-
ments for listed financial companies. The parent financial
statements have been prepared in accordance with the Da-
nish Financial Business Act. The management commentary
has been prepared in accordance with the Danish Financial
Business Act.

MANAGEMENT BOARD
Copenhagen, 27 February 2014

Soren Boe Mortensen
Chief Executive Officer

BOARD OF DIRECTORS
Copenhagen, 27 February 2014

Jorgen Hesselbjerg Mikkelsen
Chairman

Henrik Christensen

Arne Nielsen

Helle Ldsby Frederiksen
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Boris Norgaard Kjeldsen
Deputy Chairman

Per Viggo Hasling Frandsen

Jan Skytte Pedersen

Henning Kaffka

In our opinion, the consolidated financial statements and
parent financial statements give a true and fair view of the
group’s and the parent’s financial position at 31 December
201 3 as well as of the results of their operations and cash flows
for the financial year 1 January to 31 December 201 3.

We believe that the management commentary contains a fair
review of the affairs and conditions referred to therein, to-
gether with a description of the principal risks and uncertain-

ties that may affect the parent and the group.

We recommend the annual report for adoption at the annual

general meeting.

Ebbe Castella

Karen Sofie Hansen-Hoeck

Lars Christiansen

Susanne Larsen



Auditors’ report

INTERNAL AUDITOR 'S REPORT

Endorsement on the consolidated financial statements and
the parent company financial statements

We have audited the consolidated financial statements and
the parent company financial statements of Alm. Brand A/S
for the financial year ended 31 December 2013, comprising
an income statement, statement of comprehensive income,
balance sheet, statement of changes in equity and notes to the
financial statements, including accounting policies, for the
group as well as for the parent company, and a consolidated
cash flow statement. The consolidated financial statements
have been prepared in accordance with the International Fi-
nancial Reporting Standards as adopted by the EU and Danish
disclosure requirements for listed financial enterprises. The
parent company financial statements have been prepared in
accordance with the Danish Financial Business Act.

Management is responsible for the consolidated financial
statements and the parent company financial statements. Our
responsibility is to express an opinion on the consolidated
financial statements and the parent company financial state-
ments.

Basis of opinion

We conducted our audit on the basis of the Executive Order
of the Danish Financial Supervisory Authority on auditing
financial enterprises and financial groups and in accordance
with international auditing standards. This requires that we
plan and perform our audit to obtain reasonable assurance
as to whether the consolidated financial statements and the
parent company financial statements are free from material
misstatement.

We participated in auditing the critical audit areas.

An audit involves performing procedures to obtain audit evi-
dence about the amounts and disclosures in the consolidated
financial statements and the parent company financial state-
ments. The procedures selected depend on the auditor’s jud-
gement, including the assessment of the risks of material mis-
statement of the consolidated financial statements and the
parent company financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers
internal control relevant to the preparation of consolidated fi-
nancial statements and parent company financial statements

statement by the management board and the board of directors / auditors’ report

that give a true and fair view. The purpose of this is to design
procedures that are appropriate in the circumstances but not
to express an opinion on the effectiveness of the company’s
internal control. An audit also includes evaluating the appro-
priateness of accounting policies used and the reasonableness
of accounting estimates made by management, as well as eva-
luating the overall presentation of the consolidated financial
statements and the parent company financial statements.

We believe that the audit evidence we have obtained is suffi-
cient and appropriate to provide a basis for our audit opinion.

Our audit did not result in any qualification.

Opinion

In our opinion, the consolidated financial statements give a
true and fair view of the group’s assets, liabilities and financial
position at 31 December 201 3 and of the results of the group’s
operations and cash flows for the financial year 1 January to
31 December 2013 in accordance with the International Fi-
nancial Reporting Standards as adopted by the EU and Danish
disclosure requirements for listed financial enterprises.

Furthermore, in our opinion the parent company financial
statements give a true and fair view of the parent company’s
assets, liabilities and financial position at 31 December 2013
and of the results of the parent company’s operations for the
financial year 1 January to 31 December 2013 in accordance
with the Danish Financial Business Act.

Statement on the management’s review

We have read the management’s review as required by the
Danish Financial Business Act. We performed no other work
in addition to the conducted audit of the consolidated finan-
cial statements and the parent company financial statements.

On this basis, we believe that the information in the manage-
ment’s review is in accordance with the consolidated financial
statements and the parent company financial statements.
Copenhagen, 27 February 2014

Poul-Erik Winther
Group Chief Auditor
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INDEPENDENT AUDITOR’S REPORTS

To the shareholders of Alm. Brand A/S

Report on the consolidated financial statements and parent
financial statements

We have audited the consolidated financial statements and
parent financial statements of Alm. Brand A/S for the financial
year 1 January to 31 December 201 3, which comprise the in-
come statement, statement of comprehensive income, balance
sheet, statement of changes in equity and notes, including the
accounting policies, for the Group and the Parent, as well as the
cash flow statement of the Group. The consolidated financial
statements are prepared in accordance with International Fi-
nancial Reporting Standards as adopted by the EU and Dan-
ish disclosure requirements for listed financial companies. The
parent financial statements are prepared in accordance with
the Danish Financial Business Act.

Management’s responsibility for the consolidated financial
statements and parent financial statements

Management is responsible for the preparation of consoli-
dated financial statements that give a true and fair view in
accordance with International Financial Reporting Standards
as adopted by the EU and Danish disclosure requirements for
listed financial companies, and for the preparation of parent
finan-cial statements that give a true and fair view in accord-
ance with the Danish Financial Statements Act, and for such
internal control as Management determines is necessary to en-
able the preparation of consolidated financial statements and
parent financial statements that free from material misstate-
ment, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on the consolidated
financial statements and parent financial statements based on
our audit. We conducted our audit in accordance with Inter-
national Standards on Auditing and additional requirements
under Danish audit regulation. This requires that we comply
with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated
financial statements and parent financial statements are free
from material misstate-ment.

An audit involves performing audit procedures to obtain audit
evidence about the amounts and disclosures in the consolidat-
ed financial statements and parent financial statements. The
audit procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstate-
ments of the consolidated financial statements and parent fi-
nancial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control
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relevant to the entity’s preparation of consolidated financial
statements and parent financial statements that give a true and
fair view in order to design audit procedures that are appropri-
ate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control.
An audit also includes evaluating the appropriateness of ac-
counting policies used and the reasonableness of accounting
estimates made by Management, as well as the overall pres-
entation of the consolidated financial statements and parent
financial statements.

We believe that the audit evidence we have obtained is suffi-
cient and appropriate to provide a basis for our audit opinion.

Our audit has not resulted in any qualification.

Opinion

In our opinion, the consolidated financial statements give a
true and fair view of the Group’s financial position at 31 De-
cember 201 3 and of the results of its operations and cash flows
for the financial year 1 January to 31 December 2013 in ac-
cordance with International Financial Reporting Standards
as adopted by the EU and Danish disclosure requirements for
listed financial companies.

In our opinion, the parent financial statements give a true and
fair view of the Parent’s financial position at 31 December
2013 and of the results of its operations for the financial year 1
January to 31 December 201 3 in accordance with the Danish
Financial Business Act.

Statement on the management commentary

Pursuant to the Danish Financial Business Act, we have read
the management commentary. We have not performed any
further procedures in addition to the audit of the consolidated
financial statements and parent financial statements.

On this basis, it is our opinion that the information provided
in the management commentary is consistent with the con-
solidated financial statements and parent financial statements.
Copenhagen, 27 Februar 2014

Deloitte
Statsautoriseret Revisionspartnerselskab

Henrik Wellejus
State-authorized

Jens Ringbaek
State-authorized

public accountant public accountant
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Balance sheet

Group
DKKm Note 2013 2012
Assets
Intangible assets 1 0 0
Owner-occupied properties 2 1,058 1,059
Deferred tax assets 3 556 665
Investments in associates 4 42 44
Reinsurers' share of insurance contracts 5 631 164
Current tax assets 6 0 4
Other assets 7 1,397 1,299
Loans and advances 8 7,340 8,396
Investment properties 9 428 393
Investment assets 10 27,094 29,350
Balances due from credit institutions and central banks 11 671 879
Cash in hand and balances at call 363 306
Total assets 39,580 42,559
Liabilities and equity
Share capital 1,735 1,735
Reserves, retained earnings, etc. 2,797 2,634
Minority interests 153 137
Consolidated shareholders' equity 12 4,685 4,506
Subordinated debt 13 1,100 1,829
Provisions for insurance contracts 14 18,627 19,678
Other provisions 15 32 28
Deferred tax liabilities 16 40 46
Issued bonds 17 31 2,032
Other liabilities 18 1,463 1,018
Deposits 19 10,853 11,240
Payables to credit institutions and central banks 20 2,709 2,182
Total liabilities and equity 39,580 42,559
Contingent liabilities, guarantees and lease agreements 39
Collateral security 40
Related parties 41
Classification of financial instruments 42
Return on financial instruments 43
Fair value of financial instruments 44
Offsetting 45
Financial instruments by term to maturity 46
Credit risk 47
Sensitivity information 48
Key ratios for the banking group 49
Risk management 50
Significant accounting estimates, assumptions and uncertainties 51
Accounting policies 52
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balance sheet / income and comprehensive income statement

Income and comprehensive income statement

Group
DKKm Note 2013 2012
Income
Premium income 21 5,959 5,769
Interest income, etc. 22 1,204 1,414
Fee income, etc. 23 114 86
Other income from investment activities 24 2 25
Profit/loss from investments in associates 25 2 2
Other income 26 77 51
Total income 7,358 7,347
Costs
Claims expenses 27 -6,008 -4,153
Interest expenses 28 -395 -550
Other expenses from investment activities -29 -40
Impairment of loans, advances and receivables, etc. 29 -196 -309
Acquisition costs and administrative expenses 30 -1,339 -1,326
Total costs -7,967 -6,378
Profit/loss from business ceded 31 171 -83
Change in life insurance provisions 32 1,650 -495
Change in collective bonus potential -429 -116
Value adjustments 33 -359 297
Tax on pension investment returns 34 -49 -151
Profit/loss before tax 375 421
Tax 35 -159 -94
Profit/loss after tax 216 327
The profit/loss before tax is allocated as follows:
Share attributable to Alm. Brand 355 390
Share attributable to minority interests 36 20 31
The profit/loss before tax allocated 375 421
The profit/loss after tax is allocated as follows:
Share attributable to Alm. Brand 196 296
Share attributable to minority interests 36 20 31
The profit/loss after tax allocated 216 327
Earnings per share, DKK 1.1 2
Diluted earnings per share, DKK 1.1 2
Comprehensive income
Profit/loss for the year 216 327
Items that are or may be reclassified subsequently to profit or loss 0 0
ltems that will not be reclassified to profit or loss:
Revaluation of owner-occupied properties -4 21
Transferred to collective bonus potential 4 -21
Remeasurement of defined benefit plans 0 -10
Tax on other comprehensive income 0 0
Total other comprehensive income 0 -10
Total comprehensive income 216 327
Proposed allocation of loss:
Share attributable to Alm. Brand 196 286
Share attributable to minority shareholders 20 31
Total comprehensive income 216 317
Technical result, Non-life Insurance 37
Realised result, Life and Pension 38
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Statement of changes in equity

Consoli-
dated
Contin- Other Share- share-
Share gency provi- Retained holders' Minority holders'
DKKm capital funds sions profit equity interests equity
Shareholders' equity at 1 January 2012 1,735 182 1,215 961 4,093 113 4,206
Changes in shareholders' equity 2012:
Profit/loss for the year 286 286 31 317
Reversed revaluation of owner-occupied properties 21 21 21
Transferred to collective bonus potential -21 -21 -21
Tax on changes recognised in equity 0 0 0
Comprehensive income 0 0 0 286 286 31 317
Share option scheme 3 3 3
Purchase and sale of treasury shares -6 -6 -6
Purchase and sale of treasury shares in subsidiaries -7 -7 =7/ -14
Tax on changes recognised in equity 0 0 0
Change in share attributable to minority interests 0 0 0 0
Changes in shareholders' equity 0 0 0 276 276 24 300
Shareholders' equity at 31 December 2012 1,735 182 1,215 1,237 4,369 137 4,506
Shareholders' equity at 1 January 2013 1,735 182 1,215 1,237 4,369 137 4,506
Changes in shareholders' equity 2013:
Profit/loss for the year 196 196 20 216
Reversed revaluation of owner-occupied properties -4 -4 -4
Transferred to collective bonus potential 4 4 4
Tax on changes recognised in equity 0 0 0
Comprehensive income 0 0 0 196 196 20 216
Share option scheme 4 4 4
Purchase and sale of treasury shares -42 -42 -42
Purchase and sale of treasury shares in subsidiaries =il -1 -4 -5
Adjustment of tax relating to contingency funds (25% - 22%) 6 6 6
Tax on changes recognised in equity 0 0 0
Change in share attributable to minority interests 0 0 0 0
Changes in shareholders' equity 0 0 0 163 163 16 179
Shareholders' equity at 31 December 2013 1,735 182 1,215 1,400 4,532 153 4,685
The contingency funds are allocated from untaxed funds and are required, according to the articles of association, to be used for the benefit of policyholders.
A deferred tax provision has been made for the contingency funds.
DKKm 2013 2012
Shareholders' equity at 31 December excluding minority interests 4,532 4,369
Consolidation of Pensionskassen under Aim. Brand A/S ) -6
Shareholders' equity according to the rules of the Danish Financial Supervisory Authority excluding minority interests 4,523 4,363

Pensionskassen under Alm. Brand A/S is consolidated in the financial statements of the Alm. Brand Group, which leads to a difference relative to the
shareholders' equity of the parent company Alm. Brand A/S.
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Cash flow statement

statement of changes en equity / cash flow statement

Group

DKKm 2013 2012
Cash flows from operating activities
Premiums received 5,901 5,978
Claims paid -5,671 -4,551
Interest, dividends, etc. received 1,207 1,435
Interest paid -321 -455
Payments concerning reinsurance -204 117
Fee income received 138 116
Fee income paid -27 -31
Expenses paid -1,339 -1,319
Tax on pension investment returns paid -153 -151
Acquisition of intangible assets, furniture, equipment, etc. -135 -66
Other ordinary income received 77 39
Taxes paid/received -10 6
Cash flows from operating activities -537 1,118
Change in investment placement (net)
Properties acquired or converted -35 -48
Sale of property 0 41
Sale/acquisition of equity investments 233 181
Sale/repayment of mortgage deeds and loans 1,175 1,416
Sale/purchase of bonds 1,637 432
Change in investment placement (net) 3,010 2,022
Change in financing
Other provisions 4 0
Sale/purchase of treasury shares and cost related to share issue -42 -6
Sale/acquisition of subsidiaries (change in minority interests) -1 -14
Subordinated debt -730 0
Share issue 4 3
Change in issued bonds -2,000 -4,000
Change in deposits -387 3,284
Change in payables to credit institutions 528 -2,429
Change in financing -2,624 -3,162
Change in cash and cash equivalents -151 -22
Cash and cash equivalents beginning of year 1,185 1,207
Cash and cash equivalents, year end 1,034 1,185
Cash and cash equivalents comprise the following items:
Cash at bank and in hand 363 306
Amounts due from credit institutions and central bank, see Note 11 611 554
Amounts due from credit institutions and central bank, see Note 11 60 325

1,034 1,185
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Segment reporting, balance sheet

2013
Elimi-

DKKm Note Non-life Banking Life Other nation Total
Assets
Intangible assets 1 0 0 0 0 0
Owner-occupied properties 2 0 0 0 0 1,058 1,058
Deferred tax assets 3 214 336 0 14 -8 556
Investments in associates 4 0 42 40 0 -40 42
Reinsurers' share of insurance contracts 5 608 0 23 0 631
Current tax assets 6 0 166 0 9 -175 0
Other assets 7 446 880 199 79 -207 1,397
Loans and advances 8 0 7,340 0 0 0 7,340
Investment properties 9 16 37 1,433 0 -1,058 428
Investment assets 10 9,372 6,562 11,157 3 27,094
Balances due from credit institutions and central banks 11 0 611 0 60 0 671
Cash in hand and balances at call 5 323 141 11 -117 363
Total assets 10,661 16,297 12,993 176 -547 39,580
Liabilities and equity
Share capital 0 0 0 1,735 1,735
Reserves, retained earnings, etc. 2,184 1,503 1,011 -1,901 0 2,797
Minority interests 0 193 0 0 -40 153
Consolidated shareholders' equity 12 2,184 1,696 1,011 -166 -40 4,685
Subordinated debt 13 149 701 120 250 -120 1,100
Provisions for insurance contracts 14 7,553 0 11,074 0 18,627
Other provisions 15 22 10 0 0 32
Deferred tax liabilities 16 0 0 8 40 -8 40
Issued bonds 17 0 0 0 31 31
Current tax liabilities 6 198 0 17 0 -175 40
Other liabilities 18 402 757 404 21 -121 1,463
Deposits 19 0 10,936 0 0 -83 10,853
Payables to credit institutions and central banks 20 153 2,197 359 0 0 2,709
Total liabilities and equity 10,661 16,297 12,993 176 -547 39,580

2012
Assets
Intangible assets 1 0 0 0 0 0
Owner-occupied properties 2 0 0 0 0 1,059 1,059
Deferred tax assets 3 237 420 0 17 -9 665
Investments in associates 4 0 44 36 0 -36 44
Reinsurers' share of insurance contracts 5 143 0 21 0 164
Current tax assets 6 0 286 0 17 -299 4
Other assets 7 481 716 218 54 -170 1,299
Loans and advances 8 0 8,396 0 0 8,396
Investment properties 9 16 0 1,436 0 -1,059 393
Investment assets 10 9,642 7,182 12,523 3 0 29,350
Balances due from credit institutions and central banks 11 55 554 45 225 0 879
Cash in hand and balances at call D) 305 87 11 -102 306
Total assets 10,579 17,903 14,366 327 -616 42,559
Liabilities and equity
Share capital 0 0 0 1,735 1,735
Reserves, retained earnings, etc. 2,441 996 946 -1,749 0 2,634
Minority interests 0 173 0 0 -36 137
Consolidated shareholders' equity 12 2,441 1,169 946 -14 -36 4,506
Subordinated debt 13 149 1,430 120 250 -120 1,829
Provisions for insurance contracts 14 7,215 0 12,463 0 19,678
Other provisions 15 19 9 0 0 28
Deferred tax liabilities 16 0 0 9 46 -9 46
Issued bonds 17 0 2,000 0 32 2,032
Current tax liabilities 6 280 0 19 0 -299 0
Other liabilities 18 241 573 258 13 -67 1,018
Deposits 19 0 11,325 0 0 -85 11,240
Payables to credit institutions and central banks 20 234 1,397 551 0 0 2,182
Total liabilities and equity 10,579 17,903 14,366 327 -616 42,559
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segment reporting

Segment reporting, income statement

2013
Elimi-

DKKm Note Non-life Banking Life Other nation Total
Income
Premiums 21 5,031 0 928 0 5,959
Interest income, etc. 22 236 571 399 0 -2 1,204
Fee income, etc. 23 0 175 0 0 -61 114
Other income from investment activities 24 1 -2 64 0 -61 2
Profit/loss from investments in associates 25 0 2 5 0 -5 2
Other income 26 0 77 0 0 77
Total income 5,268 823 1,396 0 -129 7,358
Costs
Claims expenses 27 -3,769 0 -2,239 0 -6,008
Interest expenses 28 -61 -321 -3 -12 2 -395
Other expenses from investment activities -22 0 -55 -13 61 -29
Impairment of loans, advances and receivables, etc. 29 0 -196 0 0 -196
Acquisition costs and administrative expenses 30 -803 -516 -81 0 61 -1,339
Total costs -4,655 -1,033 -2,378 -25 124 -7,967
Profit/loss from business ceded 31 174 0 -3 0 171
Change in life insurance provisions 32 0 0 1,650 0 1,650
Change in collective bonus potential 0 0 -425 0 -4 -429
Value adjustments 33 -24 -234 -105 0 4 -359
Tax on pension investment returns 34 0 0 -49 0 -49
Profit/loss before tax 763 -444 86 -25 -5 375
Tax 35 -221 78 -21 5 -159
Profit/loss after tax 542 -366 65 -20 -5 216

2012
Income
Premiums 21 4,866 0 903 0 5,769
Interest income, etc. 22 250 728 438 1 -3 1,414
Fee income, etc. 23 0 124 0 0 -38 86
Other income from investment activities 24 1 0 85 0 -61 25
Profit from investments in joint ventures 25 0 2 8 0 -8 2
Other income 26 0 51 0 0 51
Total income 5,117 905 1,434 1 -110 7,347
Costs
Claims expenses 27 -3,180 0 -973 0 -4,153
Interest expenses 28 -79 -457 -4 -13 3 -550
Other expenses from investment activities -23 0 -33 -22 38 -40
Impairment of loans, advances and receivables, etc. 29 0 -309 0 0 -309
Acquisition costs and administrative expenses 30 -790 -518 -79 0 61 -1,326
Total costs -4,072 -1,284 -1,089 -35 102 -6,378
Profit/loss from business ceded 31 -86 0 3 0 -83
Change in life insurance provisions 32 0 0 -495 0 -495
Change in collective bonus potential 0 0 -137 0 21 -116
Value adjustments 33 -106 -101 525 0 -21 297
Tax on pension investment returns 34 0 0 -151 0 -151
Profit/loss before tax 853 -480 920 -34 -8 421
Tax 35 -214 128 =19 11 -94
Profit/loss after tax 639 -352 71 -23 -8 327
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2013 2012
DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Note 1 Intangible assets
Software 0 0 0 0
Intangible assets, year-end 0 0 0 0
Software
Cost beginning of year 336 336 338 338
Additions during the year 0 0 0 0
Disposals during the year 0 0 -2 -2
Cost, year-end 336 336 336 336
Accumulated amortisation and impairment,
beginning of year -336 -336 -338 -338
Amortisation 0 0 0 0
Reversal of prior years' amortisation and
impairment 0 0 2 2
Accumulated amortisation and impairment, year-
end -336 -336 -336 -336
Software, year-end 0 0 0 0
Note 2 Owner-occupied properties
Cost beginning of year 1,085 1,069
Additions during the year 0 16
Disposals during the year -1 0
Cost, year-end 1,084 1,085
Accumulated revaluations beginning of year 56 35
Revaluations during the year 1 57
Reversal of prior year revaluation through
shareholders' equity -5 -36
Accumulated revaluations, year-end 52 56
Accumulated depreciation and impairment,
beginning of year -82 -19
Impairment for the year -6 -63
Reversal of prior year impairment through
the income statement 10 0
Accumulated depreciation and impairment,
year-end -78 -82
Owner-occupied properties, year-end 1,058 1,059
Restated value beginning of year 1,059 1,085
Additions during the year 0 16
Disposals during the year =l 0
Value adjustment recognised through the income statement 4 -63
Value adjustment recognised through shareholders' equity -4 21
Restated value, year-end 1,058 1,059
Average return, office property 5.98% 5.98%
The group's owner-occopied properties are classified as investment properties in the life group, so the reclassification has only been made in the consolidated balance
sheet.
Note 3 Deferred tax assets
Deferred tax assets beginning of year 237 420 -9 17 665 171 579 -13 21 758
Prior-year adjustment 0 -1 0 0 -1 0 -1 1 1 1
Change for the year -23 -83 1 -3 -108 66 -158 3 -5 -94
Deferred tax ts, year-end 214 336 -8 14 556 237 420 -9 17 665
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2013 2012

DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Deferred tax on intangible assets, etc. 118 2 0 6 126 127 2 0 6 135
Deferred tax on real estate 0 2 -9 0 -7 0 0 -10 0 -10
Deferred tax on goodwill 69 0 1 0 70 78 0 1 0 79
Deferred tax on lease assets 0 133 0 0 133 0 133 0 0 133
Deferred tax on provisions 27 7 0 2 36 32 3 0 2 37
Deferred tax on losses carried forward 0 192 0 6 198 0 282 0 9 291
Deferred tax assets, year-end 214 336 -8 14 556 237 420 =9 17 665

Deferred tax has been capitalised taking into account future earnings and the potential for utilisation. The group had total tax assets of some DKK 609 million at
31 December 2013, of which DKK 556 million has been capitalised.

Note 4 Investments in associates
Investments in associates

Cost beginning of year 39 45 39 47 45 47
Additions 0 0 0 0 0 0
Disposals 0 0 0 -8 0 -8
Cost, year-end 39 45 39 39 45 39
Revaluations and impairment beginning of year 5 -9 5 4 -17 4
Dividends -4 -1 -4 -1 0 -1
Profit/loss for the year 2 5 2 2 8 2
Revaluation due to change in ownership interest 3 -5 3 5 -9 5
Revaluations and impairment, year-end 3 ES) 3 5 -9 5
Investment in associates, year-end 42 40 42 44 36 44

Investments in associates comprise Nordic Corporate Investments A/S, Cibor Invest A/S and Hirlap Finans ApS. Alm. Brand's ownership interest is 25% in Nordic
Corporate Investment A/S, 33% in Cibor Invest A/S and 25% in Hirlap Finans ApS. In addition, Alm. Brand Liv og Pension A/S' part of the affiliated company Alm.
Brand Formue A/S is included. The investment is eliminated at group level.

Net Total Total Net Total Total
Key figures of associates income liabilities income liabilities
Nordic Coorporate Investmensts A/S 14 155 26 21 198 63
Cibor Invest A/S 1 163 110 0 174 122
Hirlap Finans ApS 0 0 1 0 0 1
DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Note 5 Reinsurers' share of insurance contracts
Reinsurers' share of life insurance provisions 0 21 21 0 19 19
Reinsurers' share of premium provisions 7 0 7 8 0 8
Reinsurers' share of claims provisions 601 2 603 135 2 137
Reinsurers' share of insurance contracts, year-
end 608 23 631 143 21 164
Reinsurers' share of life insurance provisions
Beginning of year 19 19 24 24
Change for the year 2 2 -5 -5
Reinsurers' share of life insurance provisions, year-
end 21 21 19 19
Reinsurers' share of premium provisions
Beginning of year 8 0 8 6 0 0 6
Premiums ceded -386 0 -386 -289 0 0 -289
Payments to reinsurers 385 0 385 291 0 0 291
Discounting 0 0 0 0 0 0 0
Reinsurers' share of premium provisions,
year-end 7 0 0 7 8 0 0 8
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2013 2012
DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Reinsurers' share of claims provisions
Beginning of year 135 2 137 330 2 0 332
Claims ceded 552 -14 538 199 -27 0 172
Payments received from reinsurers -86 14 -72 -393 27 0 -366
Discounting 0 0 0 = 0 0 =l
Reinsurers' share of premium provisions,
year-end 601 2 0 603 135 2 0 137

Alm. Brand is automatically notified about any changes to the security rating of reinsurance companies and their financial figures. This provides an overview of the
reinsurance market and allows the group to identify potential financial difficulties (run-off) in any of the companies with which it collaborates.

If the security rating of a reinsurer is downgraded to below the level prevailing at the signing of the contract, Aim. Brand has a contractual right to terminate the contract.

Any commutation proposals/agreements at less than 100% of the claims provisions are registered, and any disputes that the group might have with its reinsurers are
taken into consideration.

Based on the above, at the balance sheet date, the group assesses whether there are any doubtful receivables from reinsurers. If that is the case, an impairment loss is
recognised.

Alm. Brand has no significant concentrations of credit risks on reinsurers.

Reinsurance is calculated on the basis of gross claims incurred based on the given retention rates. See the section on risk for a more detailed description of retention
rates. The sensitivity of reinsurance to changes in assumptions is similar to that for gross claims expenses.

There is a direct correlation between reinsurance and gross provisions, so the level of the reinsurance provisions is considered to be adequate at all times.

Note 6 Current tax assets

Current tax assets beginning of year -280 286 -19 17 4 -136 156 -22 8 6
Prior-year tax adjustment 0 0 0 0 0 0 2 0 -2 0
Tax paid/received in respect of prior years 280 -286 19 -17 -4 136 -158 22 -6 -6
Tax paid during the year 0 3 5 0 8 0 0 4 0 4
Estimated tax on profit/loss for the year -198 163 -22 9 -48 -280 286 -23 17 0
Current tax year-end -198 166 -17 9 -40 -280 286 -19 17 4
Note 7  Other assets

Receivables from policyholders 104 0 34 0 138 120 0 39 0 159
Receivables from insurance brokers 18 0 0 0 18 7 0 0 0 7
Receivables from insurance companies 0 0 0 0 0 7 0 10 0 17
Receivables from subsidiaries 142 0 0 32 -1 159 0 0 12 0
Other receivables 43 0 20 38 69 22 0 1 36 60
Positive market value of derivatives 0 180 0 0 180 0 234 0 0 234
Furniture and equipment, computers, cars, etc. 5 301 0 0 306 13 158 0 0 171
Other assets 0 73 0 0 73 0 61 0 0 61
Pensionskassen under Alm. Brand A/S 0 0 0 9 9 0 0 0 6 6
Assets temporarily acquired 0 205 0 0 205 0 137 0 0 137
Interest receivable 117 115 125 0 357 131 120 153 0 404
Prepayments 17 6 20 0 43 22 6 15 0 43
Other ts, year-end 446 880 199 79 1,397 481 716 218 54 1,299
Furniture and equipment, computers, cars, etc.

Cost beginning of year 111 207 318 116 126 242
Additions during the year 0 212 212 2 106 108
Disposals during the year -14 -29 -43 = -25 -32
Cost, year-end 97 390 0 487 111 207 0 318
Accumulated depreciation and impairment,

beginning of year -98 -49 -147 -88 -29 -117
Depreciation for the year -4 -51 -55 -13 -33 -46
Impairment 0 -1 -1 0 0 0
Depreciation on disposals 10 15 25 3 12 15
Accumulated depreciation and impairment,

year-end -92 -86 0 -178 -98 -50 0 -148
Other balances regarding operating leases -3 -3 1 1
Furniture and equipment, computers, cars, etc.,

year-end 5 301 0 306 13 158 0 171
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2013 2012

DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Future minimum lease payments for assets held under operating leases

Term of 1 year or less 24 24 13 13
Term of 1-5 years 275 275 143 143
Term of 5 years or more 5 5 1 1
Total 304 304 157 157

Alm. Brand has hedged its pension commitments in Pensionskassen under Alm. Brand A/S

Present value of commitment beginning of year -134 -130
Interest expenses -1 =
Benefits paid 12 12
Actuarial gains/losses from financial assumptions -3 -6
Actuarial gains/losses from demographic assumptions 3 -4
Actuarial gains/losses from experience adjustments 3 -5
Present value of commitment year-end -120 -134
Fair value of plan assets beginning of year 140 134
Return on plan assets 1 1
Return on assets (excluding amounts recognised in net interest expenses) -3 5
Benefits paid -11 -12
Extraordinary income 2 12
Fair value of plan assets year-end 129 140
Present value of commitment -120 -134
Fair value of plan assets 129 140
Net asset recognised in the balance sheet 9 6
Net interest income 0 0
Extraordinary income 2 12
Costs recognised in the income statement 2 12

Remeasurement of defined benefit pension plans

Return on plan assets excluding amounts recognised in net interest expenses -3 5
Actuarial gains/losses from financial assumptions -3 -6
Actuarial gains/losses from demographic assumptions 3 -4
Actuarial gains/losses from experience adjustments 3 -5
Recognise in other comprehensive income 0 -10
Actual return on plan assets 2 2

The plan assets are exclusively comprised of cash and cash equivalents (less than DKK 1 million) and bonds valued at the official market price.

The pension obligations are calculated on the basis of the following actuarial assumptions

Discount rate at beginning of year 0.51% 0.97%
Average remaining life expectancy in years for pension benefit recipients*

Male 8.7 9.2
Female 11.0 11.2

*) Based on the Danish FSA's updated mortality benchmark

The pension fund is a defined benefit disbursement-only fund. There are no contribution-paying members, which means that the members are either retired themselves or
retired spouses. All payments are regular life benefits originally determined as a percentage of the members' pensionable salary. The benefits are adjusted twice annually.
The adjustment rate is determined as the development in the net price index less 1% p.a.

The pension fund is managed by Alm. Brand A/S, which pays all costs related thereto. Auditing expenses and regulatory fees and taxes are paid by the pension fund.
Alm. Brand A/S has undertaken to pay pension contribution determined by the pension fund's chief actuary and any extraordinary contributions required by the
Danish FSA. Alm. Brand af 1792 fmba has undertaken to indemnify the Alm. Brand A/S for any and all costs the company may incur from time to time in respect of
these obligations. The pension fund is managed by a board of directors comprised of eight members, half of whom are elected by an among the voting members of
the pension fund.

The pension fund is exposed to risks such as life expectancy risk, interest rate risk and inflation risk.

The calculation of the pension obligations is based on life expectancy. If this life expectancy changes, the value of the pension obligations will increase or decline
depending on whether the life expectancy rises or falls. If the actual lifetime exceeds the life expectancy, the pension fund will incur an expense. Conversely, a shorter
actual lifetime will result in income for the pension fund.

The obligations of the pension fund are calculated on the basis of expected benefits discounted by an interest rate published by the Danish FSA (the 10-year spot on the

discount curve) with correction for the rules applicable on benefit adjustment. An interest rate change will affect the value of both assets and liabilities. The diffefence in
this effect equals the interest rate risk.
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The benefits are adjusted by the development in the net price index less 1 percentage point. Provisions are calculated on the basis of an expected annual increase in the
net price index of 2%. If the expected future development in the net price index changes, the value of pension provisions will change as well. If the actual adjustment
exceeds the expected adjustment, the pension fund will incur an expense. Conversely, a lower adjustment rate will equal an income.

The actuarial assumpitons underlying the determination of the pension obligation comprise discount rate, expecter rate of inflation and life expectancies. The sensitivity ana-
lysis below has been calculated on the basis of probable changes in the respective assumptions existing at the balance sheet date, while all other variables are maintained.

If the discount rate is 100 bps higher (lower), the pension obligations will decline by DKK 0 million (increase by DKK 3 million). If the average remaining lifetime declines
(increases) by 0.4 of a year for both men and women, the pension obligation will decline by DKK 4 million (increase by DKK 5 million).

The sensitivity analysis does not necessarily reflect the actual change in the obligations, as it is unlikely that changes in one assumption will occur isolated from changes in
other assumptions. The present value of the pension obligations in the above sensitivity analysis is calculated in the same way as the calculation of the pension obligations
recognised in the balance sheet.

The method used for the sensitivity analysis and the assumptions included therein are unchanged from prior years.

As the pension fund is a disbursement-only pension fund, no contributions are expected to be made to the scheme next year.
The average weighted duration of the pension obligations at 31 December 2013 was 7.3 years (2012: 7.4 years).

2013 2012
DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Note 8 Loans and advances
Loans and advances at fair value 2,497 2,497 2,930 2,930
Loans and advances at amortised cost 4,843 4,843 5,466 5,466
Loans and advances, year-end 7,340 7,340 8,396 8,396
Loans and advances at fair value
Mortgage deeds 2,497 2,497 2,930 2,930
Loans and advances at fair value, year-end 2,497 2,497 2,930 2,930

Of the year's total negative fair value adjustment of mortgage deeds of DKK 246 million (2012: negative adjustment of DKK 77 million), a negative amount of DKK 177 million
was due to credit losses (2012: negative amount of DKK 155 million).

Loans and advances at amortised cost

Loans 6,236 6,236 6,942 6,942
Leases 52 52 74 74

6,288 6,288 7,016 7,016
Impairment etc. -1,445 -1,445 -1,550 -1,550
Loans and advances at amortised cost, year-end 4,843 4,843 5,466 5,466

Gross investment in finance leases

Term of less than one year 30 30 39 39
Term of between one and five years 24 24 38 38
Term of more than five years 1 1 1 1

55 55 78 78
Unearned financial income -3 -3 -4 -4
Net investment in finance leases, year-end 52 52 74 74

Net investment in finance leases

Term of less than one year 30 30 38 38
Term of between one and five years 22 22 35 35
Term of more than five years 0 0 1 1
Net investment in finance leases, year-end 52 52 74 74

Of this, any unguaranteed residual value - = o -

Impairment of finance leases 0 0 1 1

Value of loans and advances for which there is an objective evidence of impairment
Individual assessment

Loans and advances before impairment 2,093 2,093 2,240 2,240
Impairment, etc. -1,328 -1,328 -1,420 -1,420
Individual assessment, year-end 765 765 820 820
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2013 2012
DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Group assessment
Loans and advances before impairment 3,727 3,727 4,069 4,069
Impairment, etc. -118 -118 -129 -129
Group assessment, year-end 3,609 3,609 3,940 3,940
Loans and advances after impairment, year-end 4,374 4,374 4,760 4,760
Note 9 Investment properties
Carrying amount beginning of year 16 0 1,436 393 22 1,496 433
Additions during the year 0 48 10 58 0 35 19
Disposals during the year 0 -7 -11 -17 -6 -48 -54
Value adjustments 0 -4 -2 -6 0 -47 -5
Investment properties, year-end 16 37 1,433 428 16 1,436 393
Average return, office property 6.73% 6.07% 6.33% 6.73% 6.07% 6.33%
Average return, residential property 6.00% 6.00% 6.00% 6.00%
Total average return 6.73% 6.07% 6.30% 6.73% 6.07% 6.30%

Some of the life group's investment properties are used by the group as owner-occupied properties, so the properties are classified as owner-occupied properties in the

consolidated balance sheet. See note 2.

Investment properties Non-life and Life and Pension

The fair value of investment properties is calculated according to the yield method on the basis of the operating return on the individual property and a return requirement
linked to the individual property which reflects the transactions taking place in the property market in the period up to the date of valuation. The resulting fair value is

adjusted for deposits, rent above/below market rent, rent on vacant premises and deferred maintenance works and necessary refurbishment expenses.

The methods applied in the calculation of fair values in the current year are unchanged.
The profit for the period includes an unrealised loss of DKK 2 million in Other income from investment activities.

The most important non-observable inputs used in the fair value calculation are:

Required rate of return 6,73%
Rent per m? 1.266 DKK

An increase in the return requirement would result in a decline in the fair value of the properties, while an increase in rent per square metre relative to the assumptions
applied would result in an increase in the fair value of the properties. A general increase in rent per square metre in the areas in which the group's investment properties
are located would, all other things being equal, result in a slight decline in the return requirement.

Investment properties Banking

Investment property comprises single-family houses and rental property which are not expected to be sold within 12 months. Single-family houses are measured on the
basis of valuations received from external appraisers. Rental property is measured on the basis of a cash flow model that takes into account a return requirement which
is dependent on location, financial strength of tenants, lease terms and use etc. Rental property is supplemented by valuations received from external appraisers if the

property is deemed to be difficult to sell.

Note 10 Investment assets

Government bonds 70 149 2,110 0 2,329 537 0 1,753 0 2,290
Mortgage bonds 8,801 5,657 7,367 0 21,825 8,533 6,612 8,641 0 23,786
Other fixed-rate instruments 241 150 373 0 764 244 30 521 0 795
Other floating-rate instruments 100 0 27 2 129 98 0 92 2 192
Listed shares 0 403 763 0 1,166 0 350 670 0 1,020
Unlisted shares 8 203 207 1 419 9 190 209 1 409
Other 152 0 310 0 462 221 0 637 0 858
Investment assets, year-end 9,372 6,562 11,157 3 27,094 9,642 7,182 12,523 3 29,350

The group's holding of listed and unlisted shares had a market value of DKK 1,585 milion at 31 December 2013 (2012: DKK 1,429 million). A significant part of
the group's equity exposure is achieved through the use of derivatives such as options and futures. The aggregate equity exposure, including derivatives, was DKK
2,347 million at 31 December 2013 (2012: DKK 2,011 million). The bank's portfolio of financial instruments is recognised under other assets and other liabilities.
Please refer to the bank's annual report for further details on the positions.

116 Aim.Brand Annual Report 2013



notes

2013 2012
DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Note 11  Balances due from credit institutions
and central banks
Balances at notice with central banks 0 0 0 0 0 0 0 0 0 0
Balances due from credit institutions 0 611 0 60 671 55) 554 45 225 879
Balances due from credit institutions
and central banks, year-end 0 611 0 60 671 55 554 45 225 879
By term to maturity:
Balances at call 0 611 0 0 611 0 554 0 0 554
Up to and including 3 months 0 0 0 60 60 55 0 45 225 325
Over 3 months and up to and including 1 year 0 0 0 0 0 0 0 0 0 0
Year-end 0 611 0 60 671 55 554 45 225 879
Receivables in connection with genuine purchase and resale transactions:
Due from credit institutions and central banks 178 178 0 0
Other debtors 0 0 0 0
Year-end 178 178 0 0
Note 12  Consolidated shareholders' equity
Share capital, year-end 1,735 1,735
The share capital consists of 173,500,000 shares of DKK 10 each and has been fully paid up.
The following shareholder has announced that it holds more than 5% of the share capital:
Alm. Brand af 1792 fmba
Midtermolen 7
DK-2100 Copenhagen
Denmark
DKKm 2013 2012 2011 2010 2009
Share capital beginning of year 1,735 1,735 1,735 1,388 1,476
Reduction of capital on 11 November 2010 0 0 0 -1,215 0
Share issue on 30 December 2010 0 0 0 1,562 0
Cancellation of treasury shares 0 0 0 0 -88
Share capital, year-end 1,735 1,735 1,735 1,735 1,388
Reference is made to the statement of changes in equity.
DKKm 2013 2012
Solvency
Tier 1 capital after deductions 4,054 4,417
Capital base after deductions 3,746 4,210
Weighted items subject to credit risks 9,368 10,647
Weighted items subject to market risks 2,154 2,024
Weighted items subject to operational risks 451 520
Total weighted items 11,973 13,191
Tier 1 capital after deductions as a percentage of total weighted items 33.9% 33.5%
Solvency ratio 31.3% 31.9%
The risk-weighted items have been prepared in accordance with the Danish Financial Business Act.
No. of shares
Reconciliation of the no. of shares (1,000)
Issued shares beginning of year 173,500 173,500
Treasury shares beginning of year -710 -298
No. of shares beginning of year 172,790 173,202
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DKKm 2013 2012
Employee shares issued 0 325
Shares acquired/sold during the year -2,135 -737
Issued shares year end 173,500 173,500
Treasury shares year end -2,845 -710
No. of shares at year end 170,655 172,790
Treasury shares
Carrying amount beginning of year 0 0
Value adjustment -42 -7
Acquired during the year 42 12
Sold during the year 0 -5
Treasury shares, year-end 0 0
Nominal value beginning of year 7 3
Acquired during the year 21 9
Sold during the year 0 =0
Nominal value, year-end 28 7
Holding (no. of shares) beginning of year 710 298
Acquired during the year 2,135 893
Sold during the year 0 -481
Holding (no. of shares), year-end 2,845 710
Percentage of share capital, year-end 1.6% 0.4%
2013 2012
DKKm Non-life Banking Life Other Total Non-life Banking Life Other Total
Note 13  Subordinated debt
Subordinated loan capital
Floating rate bullet loans maturing 2013.05.09 0 0 0 0 0 0 100 0 0 100
Floating rate bullet loans maturing 2014.05.09 0 100 0 0 100 0 100 0 0 100
Floating rate bullet loans maturing 2015.12.03 0 200 0 0 200 0 200 0 0 200
Floating rate bullet loans maturing 2020.03.15 0 0 120 0 0 0 0 120 0 0
Floating rate bullet loans maturing 2020.03.15 149 0 0 0 149 149 0 0 0 149
Floating rate bullet loans maturing 2017.09.07 0 0 0 250 250 0 0 0 250 250
Subordinated loan capital, year-end 149 300 120 250 699 149 400 120 250 799
Hybrid loan capital
Fixed rate bullet loans in DKK with indefinite terms 175 175 175 175
State-funded capital injection, bullet loan i DKK
with an indefinite term 226 226 855 855
Hybrid loan capital, year-end 401 401 1,030 1,030
Hedging of interest rate risk at fair value 0 0 0
Subordinated debt, year-end 149 701 120 250 1,100 149 1,430 120 250 1,829
Interest on subordinated debt 2 71 2 11 84 4 116 3 12 132
Of which amortisation of costs incurred on raising 0 1 0 0 1 0 1 0 0 1
Extraordinary instalments 0 630 0 0 630 0 0 0 0 0
Costs incurred in connection with the raising of
the subordinated debt 0 0 0 0 0 0 0 0 0 0

The subordinated loan capital in the non-life insurance segment carries interest at a floating rate of three-month EURIBOR plus 1.80 basis points.
The subordinated loan capital in the banking segment carries interest at a floating rate of three-month CIBOR plus 2.10-2.20 percentage points or six-month

CIBOR plus 2.50 percentage points.

The subordinated loan capital in the life insurance segment carries interest at a floating rate of three-month EURIBOR plus 1.80 basis points.

The hybrid loan capital of DKK 175 million was issured on 12 October 2006 and is subject to a rate of interest for the first ten-year term of 5.855%. Subsequently, the
capital certificates cary interest at 3M CIBOR plus 2.70 percentage points. As a part of the risk management efforts, the fair value of the hybrid Tier 1 capital is hedged

by way of derivate financial instruments. See note 47.
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2013 2012

DKKm Non-life Banking Life Other Total Non-life Banking Life Other Total

The state-funded capital injection in the form of hybrid Tier 1 capital was issued on 24 September 2009 at an interest rate of 11.01%. During the period from 25
September 2012 to 24 September 2014, the capital injection may be redeemed at par.

The subordinate loan capital in the segment Other carries a floating rate of interest of 3M CIBOR plus 4.0 percentage points.

In connection with the calculation of the capital base, DKK 1,100 million of the group's subordinated capital of DKK 925 million was recognised in accordance

with the applicable rules.

Note 14  Provisions for insurance contracts

Unearned premium provisions 1,858 0 1,858 1,877 0 1,877
Life insurance provisions 0 10,198 10,198 0 11,832 11,832
Outstanding claims provisions 5,695 49 5,744 5,338 45 5,383
Collective bonus potential 0 827 827 0 586 586
Provisions for insurance contracts, year-end 7,553 11,074 18,627 7,215 12,463 19,678
Unearned premium provisions

Beginning of year 1,877 1,877 1,831 1,831
Premiums received 5,019 5,019 4,897 4,897
Premuims recognised as income -5,033 -5,033 -4,866 -4,866
Discounting, all years 3 3 4 4
Value adjustment, all years -8 -8 11 11
Unearned premium provisions, year-end 1,858 1,858 1,877 1,877
DKKm 2013 2012
Life insurance provisions

Life insurance provisions, end of preceding year 11,832 11,332
Change in the use of bonus potential on paid-up policies, beginning of year 0 4
Life insurance provisions beginning of year 11,832 11,336
Accumulated value adjustments, end of preceding year -1,661 -1,294
Change in the use of bonus potential on paid-up policies, beginning of year 0 -4
Accumulated value adjustments beginning of year -1,661 -1,298
Retrospective provisions, end of preceding year 10,171 10,038
Opening adjustment due to contribution move etc. 0 2
Retrospective provisions beginning of year 10,171 10,040
Adjustment negative bonus 0 0
Change in share of provisions in Forenede Gruppeliv 11 -4
Gross premiums 928 903
PAL compensation (gross) 0 0
Interest 270 353
Resetting negative bonus 14 12
Claims and benefits -2,240 -974
Expense supplement after addition of expense bonus -81 -80
PAL cost 0 0
Risk gain after addition of risk bonus -71 -74
Change as a result of changes in the level of interest rates

and mortality rates (annuities) 0 0
Other changes -5 -5
Retrospective provisions, year-end 8,997 10,171
Accumulated value adjustments, year-end 1,201 1,661
Life insurance provisions, year-end 10,198 11,832
Guaranteed benefits 8,244 10,386
Bonus potential on future premiums 1,216 931
Bonus potential on paid-up policy benefits 738 515
Life insurance provisions, year-end 10,198 11,832
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DKKm 2013
Bonus
Bonus potential on
potential on paid-up
Garanteed future policy
benefits premiums benefits Total
Life insurance provisions per basis
Yield group 0 1,551 1,144 602 3,297
Yield group 1 1,484 43 92 1,619
Yield group 2 1,047 18 29 1,094
Yield group 3 4,036 11 15 4,062
Portfolios with bonus entitlement, year-end 8,118 1,216 738 10,072
Yield group L66/U74 126 0 0 126
Portfolios without bonus entitlement, year-end 126 0 0 126
Life insurance provisions year-end 8,244 1,216 738 10,198
DKKm 2012
Life insurance provisions per basis
Yield group 0 1,867 831 401 3,099
Yield group 1 1,874 66 70 2,010
Yield group 2 1,366 23 31 1,420
Yield group 3 ONIED) 11 13 5,159
Portfolios with bonus entitlement year-end 10,242 931 515 11,688
Yield group L66/U74 144 0 0 144
Portfolios without bonus entitlement year- end 144 0 0 144
Life insurance provisions, year-end 10,386 931 515 11,832
Provisions in Alm. Brand Liv og Pension A/S are stated at market value based on an expected cash flow discounted using the Government bond-adjusted yield
curve published by the Danish Financial Supervisory Authority.
Guaranteed benefits include a supplement pursuant to sections 66(5) of the executive order on the presentation of financial reports by insurance companies, to the
effect that the minimum value provided is equal to the guaranteed surrender value.
DKKm 2013 2012
The supplement has been calculated taking into
account the probability of surrender and totals 71 123
Without taking into account the probability of
surrender, the supplement amounts to 71 123
When calculating life insurance provisions at market
value, a risk premium has been included, which amounts to 12.00% 12.00%
2013 2012
DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Outstanding claims provisions
Beginning of year 5,338 45 5,383 5,537 43 5,580
Claims paid regarding current year -1,923 -2,239 -4,162 -1,765 -971 -2,736
Claims paid regarding previous years -1,354 0 -1,354 -1,874 0 -1,874
Change in claims regarding current year 3,977 2,239 6,216 3,248 973 4,221
Change in claims regarding previous years -208 0 -208 -68 0 -68
Discounting 55 0 55 70 0 70
Value adjustment, all years -142 0 -142 209 0 209
Hedging of inflation risk -48 0 -48 -19 0 -19
Change in share of provisions in Forenede
Gruppeliv 0 4 4 0 0 0
Outstanding claims provisions, year-end 5,695 49 5,740 5,338 45 5,383

The determination of expected future inflation is explained in the accounting policies. For provisions for workers' compensation the inflation factor applied for 2013 is

3.13%.
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DKKm 2008 2009 2010 2011 2012 2013 Total
Run-off triangle, gross
Estimated accumulated claims
Year-end 3,604 3,756 3,887 4,126 3,268 4,004
1 year later 3,684 3,737 3,810 4,271 3,151
2 years later 3,661 3,777 3,866 4,280
3 years later 3,723 3,783 3,817
4 years later 3,673 3,750
5 years later 3,648
3,648 3,750 3,817 4,280 3,151 4,004 22,650
Paid to date -3,351 -3,342 -3,345 -3,695 -2,477 -1,886 -18,096
Provisions before discounting effect, year-end 297 408 472 585 674 2,118 4,554
Discounting effect 0 -1 -2 -4 -5 -14 -26
Accumulated value change, health and personal accident insurance 5 6 6 5 4 11 37
302 413 476 586 673 2,115 4,565
Provisions from 2007 and prior years 1,131
Gross outstanding claims provisions, year-end 5,696
Run-off triangle, net of reinsurance
Estimated accumulated claims
Year-end 3,589 3,703 3,811 3,559 3,246 3,467
1 year later 3,671 3,680 3,768 3,542 3,120
2 years later 3,639 3,712 3,817 3,556
3 years later 3,704 3,722 3,773
4 years later 3,661 3,690
5 years later 3,637
3,637 3,690 3,773 3,556 3,120 3,467 21,243
Paid to date -3,343 -3,329 -3,313 -2,996 -2,459 -1,863 -17,303
Provisions before discounting effect, year-end 294 361 460 560 661 1,604 3,940
Discounting effect 0 0 -2 -4 -5 -14 -25
Accumulated value change, health and personal accident insurance 7 7 7 5 4 14 44
301 368 465 561 660 1,604 3,959
Provisions from 2007 and prior years 1,136
Outstanding claims provisions year-end, net of reinsurance 5,095
The table indicates the historical development of the assessed final liability (the sum of payments and provisions) for each claim year from 2007 to 2012. The stated
liabilities were calculated excluding discounting, thus eliminating fluctuations due to changes in discount rates and discounting methods. Worker's compensation and
health and personal accident insurance are, however, calculated including discounting. The development is presented gross as well as net of reinsurance.
2013 2012
DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Undiscounted expected cash flows
Life insurance provisions
Cash flow 1 year or less 249 249 502 502
Cash flow 1-5 years 1,239 1,239 1,552 1,552
Cash flow 5 years or more 11,095 11,095 12,361 12,361
Gross claims provisions
Cash flow 1 year or less 2,120 49 2,169 1,563 45 1,608
Cash flow 1-5 years 1,670 0 1,670 1,535 0 1,535
Cash flow 5 years or more 1,453 0 1,453 1,575 0 1,575
Collective bonus potential
Beginning of year 586 586 454 454
Provisions for the year through profit or loss 425 429 137 116
Contribution group move, beginning of year 1 1 -5 -5
Transferred from revaluation reserves
from equity 0 -4 0 21
Accelerated taxation of unallocated provisions -185 -185 0 0
Collective bonus potential, year end 827 827 586 586

Alm. Brand Annual Report 2013 121



DKKm 2013

Yield Yield Yield Yield Risk
group 0 group 1 group 2 group 3 groups Total
Collective bonus potential per interest rate group
Beginning of year 273 202 72 30 10 587
Change relative to beginning of year* 32 -19 -12 -1 0 0
Quota change 0 0 0 0 0 0
Beginning of year 305 183 60 29 10 587
Change in collective bonus 141 80 58 145 1 425
Accelerated taxation of unallocated provisions -27 -27 -29 -102 0 -185
Provisions during the year 114 53 29 43 1 240
Collective bonus potential, year end 419 236 89 72 11 827
DKKm 2012
Collective bonus potential per interest rate group
Beginning of year 0 308 82 59 5 454
Change relative to beginning of year* 188 -171 -20 -2 0 -5
Quota change 0 0 0 0 0 0
Beginning of year 188 137 62 57 5 449
Change in collective bonus 85 65 10 -27 5 138
Accelerated taxation of unallocated provisions 0 0 0 0 0 0
Provisions during the year 85 65 10 -27 5 138
Collective bonus potential, year end 273 202 72 30 10 587
* Moves between contribution groups and change in bonus potential used on paid-up policies
2013 2012
Bonus rate per interest rate group
Yield group 0 12.8% 8.9%
Yield group 1 15.3% 10.7%
Yield group 2 8.9% 5.7%
Yield group 3 2.4% 0.8%
Calculation of claims provisions
For all lines except workers' compensation, the future inflation rate is estimated and recognised implicitly in the provison models. The future inflation rate forecast
used in the calculation of provisions in relation to workers' compensation consists of an inflation element and a real wage element.
The cash flow regarding payment of provisions for the past ten claims years is estimated for all lines and discounted using the government bond-adjusted yield curve
of the Danish Financial Supervisory Authority. In workers' compensation, provisions relating to claims years more than ten years back are also discounted.
Sensitivity of provisions
Social inflation may have a great impact on our results and the size of outstanding claims provisions. Social inflation can be a tendency for the courts to increase claims
payments, changed case handling procedures with the public authorities which lead to higher claims and legislative changes that affect benefit levels, also with retro-
active effect.
Social inflaion has a particular impact on claims levels within workers' compensation, vehicle and liability insurance.
When discounted provisions are made, expectations of the future inflation and discount rates on long-tail business are sensitive to changes.
Adequacy of provisions
The outstanding claims provisions are calculated using actuarial methods and with due consideration to avoiding run-off losses and run-off gains. At the time they
are calculated, the provisions represent the best estimate of future claims expenses in respect of the current and earlier claims years. The outstanding claims
provisions are recalculated every month, which means that the level is considered adequate at all times.
2013 2012
DKKm Non-life Banking Life Other Total Non-life Banking Life Other Total
Note 15  Other provisions
Provisions for jubilees, severance payments, etc. 22 2 24 19 2 21
Provisions for losses on guarantees 0 8 8 0 7 7
Other provisions, year-end 22 10 0 32 19 9 0 28
Provisions for jubilees, severance payment, etc.,
beginning of year 19 2 21 19 2 21
New and adjusted provisions 5 0 5 -1 -1 -2
Net provisions recognised during the year -1 0 -1 -1 0 -1
Reversed provisions during the year = 0 =il = 0 -1
Discounting effect 0 0 0 3 1 4
Provisions for jubilees, severance payment, etc.,
year-end 22 2 24 19 2 21
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2013 2012

DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total

Provisions for losses on guarantees beginning

of year 7 7 7 7
Provisions for the year 4 4 5 5
Reversed provisions for the year -3 -3 = -5
Reversed provisions during the year 0 0 0 0
Provisions for losses on guarantees, year-end 8 8 7 7

Provisions for jubilees, severance of service, etc. have been calculated using an estimated likelihood of disbursement.

Note 16  Deferred tax liabilities
Deferred tax on contingency funds 8 40 40 9 46 46
Deferred tax liabilities, year-end 8 40 40 9 46 46

The company is liable to pay a possible tax amount in Denmark in respect of recaptured losses in foreign entities. The liability amounts to a maximum of DKK
316 million.

The amount will fall due for payment if the foreign operations exit from the joint taxations scheme before 2015.

Note 17  Issued bonds

Floating-rate loan in DDK with expiry on 2013.06.30 0 0 0 2,000 0 2,000
Employee bonds 0 31 31 0 32 32
Issued bonds, year-end 0 31 31 2,000 32 2,032

Note 18  Other liabilities

Payables to policyholders 9 0 0 0 9 14 0 0 0 14
Payables related to direct insurance 0 0 13 0 13 1 0 10 0 11
Payables related to reinsurance 86 0 11 0 97 3 0 1 0 4
Payables to subsidiaries 33 22 32 3 3 17 44 6 1 1
Repol/reverse transactions, negative values 0 177 0 0 177 0 0 0 0 0
Negative market value of derivatives 0 234 6 0 240 0 350 2 0 352
Liabilities temporarily acquired 0 166 0 0 166 0 37 0 0 37
Other payables 272 157 342 18 755 205 141 239 12 597
Deferred income 2 1 0 0 3 1 1 0 0 2
Other liabilities, year-end 402 757 404 21 1,463 241 573 258 13 1,018
Note 19  Deposits

Deposits at call 4,030 3,956 3,377 3,321
At notice 5,643 5,643 6,549 6,549
Time deposits 0 -9 4 £25
Special categories of deposits 1,263 1,263 1,395 1,395
Deposits, year-end 10,936 10,853 11,325 11,240
Note 20 Payables to credit institutions

and central banks

Central banks 0 1,003 0 1,003 0 1,001 0 1,001
Credit institutions 153 1,194 359 1,706 234 396 551 1,181
Payables to credit institutions

and central banks, year-end 153 2,197 359 2,709 234 1,397 551 2,182
Of which falling due after more than five years 0 0 0 0 0 0 0 0
Debt arising from genuine purchase and resale transactions:

Debt to credit institutions and central banks 772 772 0 0
Note 21  Premium income

Gross premium 5,018 928 5,946 4,897 903 0 5,800
Change in unearned premium provisions 13 0 13 -31 0 0 -31
Total premium income 5,031 928 5,959 4,866 903 0 5,769

Direct insurance is exclusively written in Denmark

Alm. Brand Annual Report 2013 123



2013 2012

DKKm Non-life  Banking Life Other Total Non-life  Banking Life Other Total

Premium income, life insurance

Regular premiums 626 626 618 618
Single premiums 302 302 285 285
Total premium income, life insurance 928 928 903 903
Individually written insurance 453 453 446 446
Insurance written in employment relationship 277 277 278 278
Group life schemes 198 198 179 179
Total premium income, life insurance 928 928 903 903

Number of policies ('000)

Individually written insurance 63 63 67 67
Insurance written in employment relationship 7 7 7 7
Group life schemes 72 72 64 64

All policies written include a bonus arrangement.
The life insurance company only writes direct Danish insurance.

Note 22 Interest income, etc.

Equity investments 1 0 23 0 24 0 0 21 0 21
Bonds 194 166 313 0 673 218 211 362 0 791
Loans secured by mortgages 0 175 0 0 175 0 202 0 0 202
Other loans 0 266 0 0 266 0 342 0 0 342
Deposits in credit institutions 0 1 0 0 1 1 4 0 1 6
Other investment assets 41 -37 63 0 65 31 -31 65] 0 52
Total interest income, etc. 236 571 399 0 1,204 250 728 438 1 1,414
Interest income in connection with genuine purchase and resale transactions:

Due from credit institutions and central banks 0 0 0 0
Other debtors 0 0 0 0
Note 23  Fee income, etc.

Securities trading and deposits 145 84 104 66
Payment transfers 4 4 5 5
Loan fees 0 0 0 0
Commission fees 6 6 6 6
Other fees and commissions 40 40 34 34
Dividends 7 7 6 6
Fees paid -27 -27 -31 -31
Total fee income, etc. 175 114 124 86
Note 24  Other income from investment activities

Rental income 2 1 128 45 2 0 130 46
Operation and maintenance - occupied leases -1 -1 -49 -26 -1 0 -38 -14
Operation and maintenance - vacant leases 0 -2 -15 -17 0 0 -7 -7
Total other income from investment activities 1 -2 64 2 1 0 85 25
Note 25 Profit/loss from investments in associates

Investments in associates 2 5 2 2 8 2

Profit/loss from investments in associates comprises the group's share of the profit in Nordic Corporate InvestmentsA/S, Cibor Invest A/S and Hirlap Finans ApS.
Alm. Brand Liv og Pension A/S's share of the sister company Aim. Brand Formue A/S is recognised under investment in associates. The share is eliminated at group level.

Note 26 Other income
Other 77 77 51 51

Total other income 77 77 51 51
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2013 2012
DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Note 27  Claims expenses
Claims paid -3,277 -2,239 -5,516 -3,639 -971 -4,610
Change in outstanding claims provisions -492 0 -492 459 -2 457
Total claims expenses -3,769 -2,239 -6,008 -3,180 -973 -4,153
Run-off result, gross 207 207 67 67
Run-off result, ceded business 0 0 168 168
Run-off result, net 207 207 235 235
The run-off result includes value adjustment of inflation swaps used to hedge inflation risk related to workers' compensation.
Claims and benefits paid, life insurance
Insurance sums on death -87 -87 -86 -86
Insurance sums on critical illness -21 -21 -18 -18
Insurance sums on disability -7 -7 -7 -7
Insurance sums on expiry -353 -353 -131 -131
Pension and annuity benefits -307 -307 -304 -304
Surrenders -1,334 -1,334 -308 -308
Cash bonus payments -130 -130 -117 -117
Total claims and benefits, life insurance -2,239 -2,239 -971 -971
Note 28 Interest expenses
Credit institutions and central banks 0 -1 0 0 -11 0 -36 0 0 -36
Deposits and other payables 0 -227 0 0 -227 0 -228 0 0 -228
Issued bonds 0 -11 0 -1 -12 0 -76 0 -1 =77
Subordinated debt -2 -7 -2 -1 -84 -4 -116 -3 -12 -132
Other interest expenses -2 = =il 0 -4 -2 = =l 0 -4
Discounting insurance contracts -57 0 0 0 -57 -73 0 0 0 -73
Total interest expenses -61 -321 -3 -12 -395 -79 -457 -4 -13 -550
Interest expenses arising from genuine purchase and resale transactions:
Debt to credit institutions and central banks 0 0 1 1
Deposits and other payables 0 0 0 0
Note 29 Impairment of loans, advances and receivables, etc.
Individual assessment:
Impairment and value adjustments, respectively,
during the year -333 -333 -436 -436
Reversal of impairment in previous years 121 121 240 240
Total individual assessment -212 -212 -196 -196
Group assessment:
Impairment and value adjustments, respectively,
during the year -51 -51 -105 -105
Reversal of impairment in previous years 63 63 25 25
Total group assessment 12 12 -80 -80
Losses not previously provided for -37 -37 -52 -52
Bad debts recovered 41 41 19 19
Other losses and provisions 0 0 0 0
Total impairment of loans, advances
and receivables, etc. -196 -196 -309 -309
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DKKm 2013 2012
Note 30  Acquisition costs and administrative expenses

Acquisition commission, etc. -144 0 -3 0 -147 -153 0 -4 0 -157
Other acquisition costs -405 0 -40 0 -445 -395 0 -38 0 -433
Administrative expenses -254 -516 -38 0 -747 -242 -518 -37 0 -736
Total acquisition costs and

administrative expenses -803 -516 -81 0 -1,339 -790 -518 -79 0 -1,326
Salaries and wages 928 935
Pension 136 135
Payroll tax, etc. 112 101
Share-based payment 4 3
Total salaries and wages, pension, etc. 1,180 1,174
Part of the payroll expenses for the year have been allocated as claims handling costs and are therefore included under claims incurred.

Average number of employees 1,585 1,592
From this:

Remuneration to the Management Board (DKK '000)

Salaries 5,518 5,663
Pension plans 1,650 1,537
Share-based payment 770 Bl
Total remuneration to the Management Board 7,938 7,713
Remuneration to the Board of Directors (DKK '000)

Directors' fees 3,493 3,175
Total remuneration to the Board of Directors 3,493 3,175
Remuneration to the members of the Management Board comprises remuneration to Chief Executive Officer Seren Boe Mortensen. An anniversary bonus was

paid in 2012.

Alm. Brand has decided to provide all employees of the group, including the Management Board, with defined contribution pension plans. The group's expenses in

relation to the Management Board's pension plans are shown in the above note.

The notice of termination between Alm. Brand and the Management Board is 12 months for either party. If a member of the Management Board is given notice by

Alm. Brand, he is entitled to a severance payment equalling 36 months' salary.

Remuneration to key employees (DKK '000)

Fixed salary 13,653 13,560
Pension 2,522 2,516
Share-based payment 1,225 919
Total remuneration to key employees 17,400 16,995
No. of key employees 6 6

No bonus was paid to key employees.

Share-based payment

A share option scheme has been established for the senior executives of the Alm. Brand Group, with the exception of the management of Alm. Brand Bank A/S. The
scheme, which can only be exercised by purchasing the relevant shares (equity-based scheme), entitles the holders to purchase a number of shares in Alm. Brand
A/S at a pre-determined price. The options granted vest at the date of grant. The options will lapse if they remain unexercised 50 months after the date of grant.

The share option scheme forms part of the fixed salary and cannot exceed 13% thereof. The exercise price is calculated as a simple average of the market price
of Alm. Brand A/S on the fifth, sixth and seventh trading day after release of annual reports or half-year interim reports plus a 10% premium.
10% premium.

Breakdown of outstanding share options:

Number of
share Fair value
options  Exercise at date of
held price grant Expiry date
Granted on 4 September 2012 328,130 15.39 3.01 04.11.16
Granted on 8 march 2013 922,610 20.06 2.28 08.05.17
Granted on 3 september 2013 906,705 20.42 2.32 03.11.17

The weighted average remaining contractual term is three years, five months and twenty-four days.

The company bought 2,844,855 shares in connection with the option scheme.
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In 2013, share options were granted on 8 March and 3 September, respectively. The estimated fair value was DKK 2.28 and DKK 2.32 per option, respectively.
The estimated fair value at the date of grant has been calculated by applying the Black & Scholes model for measuring options. The valuation is based on the

following assumptions:

Share price at the date of grant (DKK per share)
Exercise prise (DKK per share)

Expected volatility (%)

Risk-free rate of interest (%)

Expected dividend yield (%)

Term to maturity (number of years)

The expected volatility is calculated based on the historical volatility of the price of the parent company's shares seen over the past twelve months. Term to maturity

is calculated based on the earliest possible exercise of the share option.

Share-based payment recognised in the income statement attributable

to equity-based scheme

DKK 2 million of this amount concerns the period 1 July 2013 to 31 December 2013. The grant for this period will take place in March 2014.

2013 2012
08.03.13  03.09.13  04.09.12
18.24 18.56 13.99
20.06 20.42 15.39
22.71 26.48 35.87
0.60 0.89 0.60
0.00 0.00 0.00

3 3 3

4

2013 2012
DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Audit fees (DKK '000)
Deloitte - Audit 1,539 1,197 567 625 3,928 1,618 1,457 594 625 4,294
Deloitte - Engagements other than audits and
reviews 99 575 121 0 795 614 445 96 0 1,155
Deloitte - Tax consultancy 0 9 0 515 524 0 44 0 479 523
Deloitte - Non-audit services 577 344 22 110 1,053 686 585 122 182 1,575
Total audit fees 2,215 2,125 710 1,250 6,300 2,918 2,531 812 1,286 7,547
Note 31  Profit/loss from business ceded
Reinsurance premiums ceded -387 -22 -409 -288 -23 -311
Reinsurers' share received 87 14 101 392 28 420
Change in reinsurers' share of insurance
contracts 466 2 468 -195 -5 -200
Commissions and profit shares from
reinsurance companies 8 & 11 5 8 8
Total loss from business ceded 174 -3 0 171 -86 3 -83
Note 32 Change in life insurance provisions
Guaranteed benefits 2,142 2,142 -233 -233
Bonus potential on future premiums -285 -285 -145 -145
Bonus potential on paid-up policies -223 -223 -117 -117
Change in share of provisions in Forenede Gruppeliv 16 16 0 0
Total change in life insurance provisions 1,650 1,650 -495 -495
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2013 2012

DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total

Note 33  Value adjustments

Investment assets
Equity investments 1 78 384 0 463 1 58 200 0 259
Unit trust units 0 2 1 0 3 0 2 4 0 6
Bonds -116 -62 -304 0 -482 31 -16 117 0 132
Shares in collective investments 0 0 0 0 0 0 0 0 0 0
Loans secured by mortgages 0 -246 0 0 -246 0 =77 0 0 -77
Other investment assets -58 10 -182 0 -230 82 -60 256 0 278
Exchange rate adjustments 0 -12 0 0 -12 0 -8 0 0 -8
-173 -230 -101 0 -504 114 -101 577 0 590
Land and buildings
Investment properties -1 -4 -4 0 -9 0 0 -52 0 -10
Owner-occupied properties 0 0 0 0 4 0 0 0 0 -63
-174 -234 -105 0 -509 114 -101 525 0 517
Discounting insurance contracts 150 0 0 0 150 -220 0 0 0 -220
Total value adjustments -24 -234 -105 0 -359 -106 -101 525 0 297
Change in fair values based on valuation models and recognised in the income statement
Mortgage deeds 0 81 0 0 81 0 61 0 0 61
Unlisted shares 2 0 0 0 2 0 0 2 0 2
Investment properties -1 -4 -4 0 -9 0 0 -52 0 -10
Owner-occupied properties 0 0 0 0 4 0 0 0 0 -63
Total change in fair values 1 77 -4 78 61 -50 -10
Note 34 Tax on pension investment returns
Tax on pension investment returns regarding prior years -3 -3 0 0
Tax on pension investment returns regarding current year -46 -46 -151 -151
Total tax on pension investment returns -49 -49 -151 =151
Note 35 Tax
Estimated tax on profit/loss for the year -198 163 -22 9 -48 -280 286 -23 17 0
Adjustment of tax relating to prior years 0 -1 0 -1 -2 0 1 1 -1 1
Final withholding tax paid 0 -1 0 0 -1 0 -1 0 0 -1
Adjustment of deferred tax relating to prior years -23 -83 1 -3 -108 66 -158 3 -5 -94
Total tax -221 78 -21 5 -159 -214 128 -19 11 -94
Effective tax rate:
Current tax rate 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0% 25.0%
Adjustment of deferred tax relating to prior years 0.0% 0.2% 0.0% -0.1% 0.2% 0.0% -0.2% -1.5% 0.3% -0.4%
Adjustment of tax relating to prior years 0.0% 0.0% -0.3% 0.1% 0.0% 0.0% 0.3% 0.2% -0.3% 0.0%
Tax adjustment 3.9% -7.3% -0.9% -5.0% 20.2% 0.1% 1.6% -2.6% -1.1% -1.6%
Total effective tax rate 29.0% 17.5% 23.9% 20.0% 45.4% 25.1% 26.7% 21.1% 23.9% 23.0%
Note 36  Share attributable to minority interests
Share of profit/loss before tax attributable to minority interests
Alm. Brand Formue A/S 25 20 39 31
Total share of profit/loss before tax
attributable to minority interests 25 20 39 31
Share of profit/loss after tax attributable to minority interests
Alm. Brand Formue A/S 25 20 39 31
Total share of profit/loss after tax attributable
to minority interests 25 20 39 31

128 Alm.Brand Annual Report 2013



notes

Note 37 Technical result, Non-life Insurance

Fire &
Health| Workers' Vehicle Fire &| property
and| compen- Vehicle| insurance,| property| insurance, Other
accident sation| insurance, loss or| insurance, com- Liability direct 2013
DKKm insurance| insurance liability] damage private mercial| insurance| insurance| Total
Gross premiums 580 315 520 858 1,155 1,283 97 210 5,018
Gross premium income 580 314 527 852 1,142 1,279 97 240 5,031
Gross claims expenses -358 -160 -437 -441 -892 -1,316 -18 -147 -3,769
Gross operating expenses -94 -51 -83 -137 -184 -205 -16 -33 -803
Profit/loss from business ceded -7 -3 -2 0 48 139 -1 0 174
Investment return on insurance business 1 1 1 2 2 2 0 0 9
Total technical result 122 101 6 276 116 -101 62 60 642
No. of claims 12,769 3,080 15,253 46,406 94,463 40,853 1,974 23,626 |238,424
Frequency of claims 0.041 0.108 0.041 0.150 0.226 0.333 0.042 0.104 0.104
Average damages paid for claims

incurred, DKK '000 25 77 29 10 10 32 26 7 17

Fire &

Health| Workers' Vehicle Fire &| property

and| compen- Vehicle| insurance,| property| insurance, Other
accident sation| insurance, loss or| insurance, com- Liability direct 2012
DKKm insurance| insurance liability|] damage private mercial| insurance| insurance Total
Gross premiums 563 275 546 847 1,115 1,230 97 224 4,897
Gross premium income 561 273 546 837 1,102 1,204 95 248 4,866
Gross claims expenses -328 -93 -398 -449 -763 -951 -8 -190 -3,180
Gross operating expenses -94 -42 -46 -184 -191 -177 -15 -41 -790
Profit/loss from business ceded -6 -3 -2 0 -15 -57 -1 -2 -86
Investment return on insurance business 1 1 1 2 3 3 0 1 12
Total technical result 134 136 101 206 136 22 71 16 822
Numbers of claims 10,984 2,625 13,520 40,559 70,195 25,115 2,013 23,5637 188,548
Frequency of claims 0.037 0.093 0.037 0.134 0.170 0.205 0.043 0.102 0.104
Average damages paid for claims

incurred, DKK '000 27 76 28 11 11 33 21 8 17

Direct insurance is written only in Denmark
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DKKm 2013 2012

Note 38 Realised result, Life and Pension

Technical result of life and pension activities 83 78
Transfer of investment return 1 45
Tax on pension investment return 49 151
Change in collective bonus potential 425 137
Settlement of tax on accumulated value adjustments -119 0
Change in bonus potential on paid-up policies 0 0
Result of portfolios without bonus entitlement 0 9
Addition of bonus 76 82
Return equity deposit -3 -12
Health and accident insurance deposits 4 -41
Realised result 516 449

Return requirement for shareholders' equity
Unconditional shares:

Actual investment return before tax on pension investment return 3 12
Result of portfolios without bonus entitlement 0 -9
Result of health and accident insurance 32 2
Total unconditional shares 35 5)

Conditional shares:

Risk premium of 0.1% of the average life insurance provisions 11 11
100% of expense result, net of reinsurance 3 8
100% of risk result, net of reinsurance 71 77
Total conditional shares 85 91
Profit/loss for the year before tax 120 96
Transferred to shadow account -2 -4
Profit/loss for the year before tax including health and accident insurance 118 92
Profit/loss for the year before tax excluding health and accident insurance 86 90

Return on equity principles
The Executive Order on the Contribution Principle issued by the Danish Financial Supervisory Authority lays down the guidelines for return on equity.

The return on equity principles applied in 2013 are unchanged from 2012.

The return on equity is composed of the direct return on shareholders' equity funds and a risk premium.

Customers have been divided into a number of contribution groups based on rate of interest, insurance risk and expenses. The risk premium on shareholders' equity
is calculated separately for each group. Similarly, any shadow account, collective bonus potential, transfer and surrender charge, etc. will be determined separately for

each contribution group.

The risk premium for 2013 has been determined as follows:

. Interest rate groups: 0.1% of average life insurance provisions net of reinsurance exclusive of collective bonus potential and any use of the bonus potential
on paid-up policies

. Insurance risk groups: 100% of the risk result net of reinsurance after bonuses

. Expense groups: 100% of the expense result net of reinsurance after bonuses

The risk premium is calculated exclusively on the basis of the portfolio of policies with bonus entitlement. For policies without bonus entitlement, including life-long
annuities without bonus entitlement, the result, positive or negative, is fully allocated to equity.

The Danish Financial Supervisory Authority lays down guidelines on when the risk premium may be included in the profit/loss for a specific financial year. Whether the
risk premium for a contribution group can be recognised as income depends on the profit/loss reported for the group. The allocation of risk premium to interest rate
groups is hence conditional on the investment return (including any changes in additional provisions to cover guaranteed benefits) being higher than the average rate
of interest on which the guaranteed benefits provided to customers of the specific interest rate group are based.

If the results achieved in a contribution group do not allow for recognition of the risk premium, the return on equity shortfall is taken to a "shadow account". The shadow

account may be regarded as a receivable, which is transferred to shareholders' equity as and when made possible by the financial results achieved in subsequent
years.
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DKKm 2013 2012

Note 39  Contingent liabilities, guarantees and lease agreements
Guarantee commitments 1,150 1,473

The group's companies have made lease and rental agreements for computer equipment and premises with total annual payments of DKK 23 million allocated over a
five-year period.

The Alm. Brand Group has made forward currency contracts to hedge foreign exchange and interest rate risk.

As part of its ordinary banking operations, Alm. Brand Bank has a number of contingent liabilities, which in accordance with IFRS are not recognised in the balance
sheet. Financial guarantees and loss guarantees in respect of mortgage loans were mainly provided in connection with the business partnership agreements with
Totalkredit, DLR Kredit and BRF Kredit, and other contingent liabilities include guarantees provided to the Private Contingency Association and the Danish Guarantee
Fund for Depositors and Investors. Alm. Brand Bank has off-balance sheet guarantee commitments in the form of finance gurarantees, loss guarantees in respect

of mortgage loans, etc. totalling DKK 1.0 billion.

Alm. Brand Ejendomsinvest A/S, Copenhagen, has incurred a VAT adjustment liability of DKK 9 million relating to property.
Forsikringsselskabet Alm. Brand Liv og Pension A/S, Copenhagen, has a VAT adjustment obligation in respect of properties totalling DKK 2 million.

Alm. Brand A/S has provided a guarantee to ILU (Institute of London Underwriters) covering contracts written on behalf of the Copenhagen Reinsurance Company
(U.K.) Ltd. (Cop. Re UK Ltd.), Copenhagen Re's UK subsidiary. The guarantee covers insurance contracts relating to Marine Aviation and Transport (MAT) written
through ILU in the period from 3 April 1989 to 1 July 1997. In connection with the divestment of the Copenhagen Re Group in 2009, the buyer has undertaken to
indemnify Aim. Brand A/S against the guarantee commitments.

Alm. Brand A/S has issued a guarantee commitment in respect of Pensionskassen under Alm. Brand af 1792 (pensionsafviklingskasse). Alm. Brand A/S has issued a
commitment to pay any such ordinary and extraordinary contributions as may be determined in the pension scheme regulations or as agreed with the Danish Financial
Supervisory Authority. Alm. Brand af 1792 fmba has undertaken to indemnify the Comany for any and all costs the Company may incur from time to time in respect
of these obligations.

Alm. Brand A/S is jointly and severally liable with the other jointly taxed and jointly registered group companies for the total tax liability.

For Danish tax purposes, the company is taxed jointly with Aim. Brand A/S as administration company. As from 1 July 2012, the company is therefore jointly and seve-
rally liable with the other jointly taxed companies for any obligation to withhold tax on interest, royalties and dividends on behalf of the jointly taxed companies.

Being an active financial services group, the Group is a party to a number of lawsuits. The cases are reviewed on an ongoing basis, and the necessary provisions
are made. Management believes that these cases will not inflict further losses on the Group.

Note 40 Collateral security
Carrying amounts of assets provided as collateral security for technical provisions

Cash 0 285 285 0 397 397
Bonds 7,272 10,088 17,360 6,914 11,244 18,158
Equity investments and units in unit trusts 0 969 969 0 879 879
Interest receivable 41 89 130 32 107 139
Properties, mortgage deeds 0 71 71 0 72 72
Investments in subsidiaries 0 316 0 0 708 0
Collateral security, year-end 7,313 11,818 18,815 6,946 13,407 19,645

Monetary-policy counterparties with the Danish Central Bank can obtain credit only against security through the mortgaging of approved securities.

As part of the ongoing business, in 2013 the bank provided bonds as security vis-a-vis the Danish Central Bank at a market value of DKK 1,281 million

(2012: DKK 1,704 million) and loans provided as security representing a loan value of DKK 478 million (2012: DKK 530 million).

As collateral for positive and negative fair values of derivative financial instruments, respectively, cash in the amount of DKK 1 million was received and cash in the
amount of DKK 340 million was paid at 31 December 2013 (2012: DKK 0 million and DKK 432 million).

Note 41 Related parties

The Alm. Brand A/S Group considers the following to be related parties:
« Alm. Brand af 1792 fmba (parent company)

+ Alm. Brand Formue A/S (subsidiary, not wholly owned)

« Nordic Corporate Investment A/S (associate)

« Cibor Invest A/S (associate)

+ Hirlap Finans ApS (associate)

« The Management Board and Board of Directors of Alm. Brand Group
« Key employees

Related parties also include related family members of the Management Board, Board of Directors and key employees as well as companies in which these persons
have significant interests.

The Alm. Brand Group handles administrative tasks for Alm. Brand af 1792 fmba.
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An agreement has been made on interest accruing on accounts between Aim. Brand af 1792 fmba and the Alm. Brand A/S Group. Furthermore, Alm. Brand af 1792
fmba has acquired hybrid capital issued by Alm. Brand A/S.

Alm. Brand af 1792 fmba has injected subordinated loan capital into Alm. Brand A/S.
An overview of subsidiaries and associates, etc. is provided in the corporate overview.

The Group has intra-group functions that solve joint administrative tasks for the companies of the Group, and in this connection administrative agreements are
in place between the respective Group companies ensuring that the rules on intra-group trancsctions are observed.

Alm. Brand Bank is the Alm. Brand Group's primary banker. This involves the conclusion of a number of agreements between the bank and the group's other enter-
prises, and a number of transactions are regularly made between the company and the rest of the group. All agreements and transactions between the group and the
bank are made on an arm's length or cost-recovery basis in accordance with applicable legislation for intra-group transactions.

In addition, the Alm. Brand Group has made an asset management agreement with Alm. Brand Bank, according to which a substantial proportion of the group's assets
are under management with the bank. The consideration paid for this administrative function is fixed on an arm's length basis or, where there is no specific market,
on a cost-recovery basis.

Reinsurance cover for the Alm. Brand Group is taken out on a group-wide basis.

Forming part of its general investment activities, the Company's subsidiary Alm. Brand Liv og Pension has acquired a minority in Dades A/S of a market value just
under DKK 205 million, corresponding to an ownership interest below 5%. The CEO of Dades A/S is deputy chairman of the Company and a member of the board
of directors of Alm. Brand Liv og Pension. The investment is comprised by section 78 of the Danish Financial Business Act and has been approved and is
monitored by the board of directors of Aim. Brand Liv og Pension.

In addition, the Company has entered into a general management agreement with Datea A/S, a company wholly owned by Dades A/S, in which Boris Nergaard
Kjeldsen is chairman of the board of directors. In accordance with the agreement, Datea A/S manages properties owned by the Company's subsidiaries, including
administration, accounting and reporting, rentals, supervision and technical assistance. The annual fee paid to the company is in the region of DKK 2 million.
Management believes that the overall administration agreement was made on an arm's length basis.

Reference is made to the note concerning acquisition costs and administrative expenses, which sets out further details on remuneration paid to the group's Board of
Directors, Management Board and other senior executives.

In addition to the remuneration paid to members of the Board of Directors, Management Board, etc. in the financial year, the following transactions took place between
the Alm. Brand Group and the related parties:

DKKm 2013
Management Companies

Alm. Brand Board controlled by

Alm. Brand subsidiaries and Board of members of the

af 1792 fmba  (not wholly owned) Key employees Directors of A/S Board of Directors

Sale of services 66 1,271 1 5 1
Purchase of services 66 1,399 0 0 0
Interest and fee income 0 20 0 0 0
Interest and fee expenses 15 0 1 1 0
Receivables 0 403 2 1 1
Debt 312 0 32 46 0
Collateral 0 0 2 1 0
Interest rates 1.7-8.5% 1.7-8.5% 0
2012

Sale of services 47 1,210 - 2 1
Purchase of services 5 1,020 o 1 0
Interest and fee income 0 16 - 0 0
Interest and fee expenses 16 0 - 1 1
Receivables 0 550 = 6 17
Debt 315 0 - 37 0
Collateral 0 0 - 1 16
Interest rates 1.7-4.5% 1.7-56.3%

Other than the above, no material intra-group transactions have taken place.

The purchase and sale of services comprising insurance services and delivery of banking products in the form of loans, guarantees, credit facilities and the pur-
chase/sale of bonds, mortgage deeds, etc. are effected on the Group's usual arm's lenght terms. However, employee-elected board members are offered usual
employee terms. Debt comprises deposits in Alm. Brand Bank, pension funds in Alm. Brand Bank and Alm. Brand Liv og Pension, etc. No losses have been
charged to and no impairment writedowns have been made on any balances owing to or by related parties.
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2013 2012
Fair  Amorti- Fair  Amorti-

DKKm value sed cost Total value sed cost Total
Note 42  Classification of financial instruments
Financial assets
Government bonds 2,329 0 2,329 2,290 0 2,290
Mortgage bonds 21,825 0 21,825 23,786 0 23,786
Other fixed-rate instruments 764 0 764 795 0 795
Other floating-rate instruments 129 0 129 192 0 192
Listed shares 1,166 0 1,166 1,020 0 1,020
Unlisted shares 419 0 419 409 0 409
Investment properties 428 0 428 393 0 393
Other investment assets 462 0 462 858 0 858
Receivables from policyholders 0 138 138 0 159 159
Receivables from insurance brokers 0 18 18 0 7 7
Receivables from insurance companies 0 0 0 0 17 17
Other receivables 0 69 69 0 60 60
Positive market value of derivative financial instruments 180 0 180 234 0 234
Other assets 0 73 73 0 61 61
Pensionskassen under Alm. Brand A/S 0 9 9 0 6 6
Assets temporarily acquired 0 205 205 0 137 137
Interest receivable 357 0 357 404 0 404
Prepayments 0 43 43 0 43 43
Balances due from credit institutions and central banks 0 671 671 0 879 879
Cash in hand and demand deposits 0 363 363 0 306 306
Loans and advances 2,497 4,843 7,340 2,930 5,466 8,396
Financial assets, year-end 30,556 6,432 36,988 33,311 7,141 40,452
Financial liabilities
Subordinated debt 0 1,100 1,100 0 1,829 1,829
Issued bonds 0 31 31 0 2,032 2,032
Payables to policyholders 0 9 9 0 14 14
Payables related to direct insurance 0 13 13 0 11 11
Payables related to reinsurance 0 97 97 0 4 4
Payables to subsidiaries 0 3 3 0 1 1
Negative market value of derivative financial instruments 240 0 240 352 0 352
Other payables 39 716 755 45 552 597
Deferred income 0 3 3 0 2 2
Deposits 0 10,853 10,853 0 11,240 11,240
Payables to credit institutions and central banks 0 2,709 2,709 0 2,182 2,182
Financial liabilities, year-end 279 15,534 15,813 397 17,867 18,264

2013 2012
DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Fair value measurement of financial instruments
Quoted prices
Financial assets
Loans and advances 0 0 0 0 0 0 0 0 0 0
Bonds 9,158 5,956 9,127 2 24,243 9,359 6,642 9,372 2 25,375
Shares 0 403 763 0 1,166 0 350 670 0 1,020
Other assets 0 0 0 0 0 0 0 2 0 2
Total financial assets 9,158 6,359 9,890 2 25,409 9,359 6,992 10,044 2 26,397
Financial liabilities
Other payables 0 0 0 0 0 0 0 0 0 0
Total financial liabilities 0 0 0 0 0 0 0 0 0 0
Observable data
Financial assets
Loans and advances 0 0 0 0 0 0 0 0 0 0
Bonds 0 0 625 0 625 0 0 1,486 0 1,486
Shares 0 0 0 0 0 0 0 0 0 0
Other assets 269 295 435 0 999 352 354 657 0 1,363
Total financial assets 269 295 1,060 0 1,624 352 354 2,143 0 2,849
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2013 2012

DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Financial liabilities

Other payables 0 273 6 0 279 0 395 2 0 397
Total financial liabilities 0 273 6 0 279 0 395 2 0 397

Non-observable data

Financial assets

Loans and advances 0 2,497 0 0 2,497 0 2,930 0 0 2,930
Bonds 54 0 125 0 179 53 0 149 0 202
Shares 8 203 207 1 419 9 190 209 1 409
Investment properties 16 37 1,433 0 428 16 0 1,436 0 393
Other assets 0 0 0 0 0 0 0 131 0 131
Total financial assets 78 2,737 1,765 1 3,523 78 3,120 1,925 1 4,065
Financial liabilities

Other payables 0 0 0 0 0 0 0 0 0 0
Total financial liabilities 0 0 0 0 0 0 0 0 0 0

There were no transfers between categories in the fair value hierarchy in 2012 or 2013.

Loans, advances and other receivables at fair value comprises mortgage deeds measured using a valuation model which estimates the present value of expected
future cash flows. The valuation is based in part on observable market data (interest rates) and in part on expected future redemption and loss rates.
Measurement at fair value is based on a swap vyield curve plus 50 basis points and expected repayment of around 0.5%-17.5% depending on the remaining term
to maturity and expected loss rates at the level of 0.75%-4.25% depending on property type and loan-to-value ratio. For additional information, see note 51.

Bonds at fair value comprises corporate bonds valued at quoted prices or based on observable data.
Shares, etc. comprises listed shares valued at quoted prices and unlisted shares for which the input is not based on directly observable market data.
Unlisted equities primarily comprise sector equities which are priced on the basis of information from the Association of Local Banks in Denmark and equities

received for credit-defence purposes in which case the valuation is typically based on interim balance sheets.

Other assets comprises interest receivable and positive values of derivative financial instruments. Interest rates are measured on the basis of normal principles of accrual.
Derivative financial instruments are measured on the basis of observable data in the form of yield curves, volatilities or share indices.

Other liabilities comprises interest payable and negative values of derivative financial instruments. Interest rates are measured on the basis of normal principles of accrual.
Derivative financial instruments are measured on the basis of observable data in the form of yield curves, volatilities or share indices.

Loans and advances

Carrying amount beginning of year 2,930 2,930 3,154 3,154
Additions during the year 35 35 141 141
Disposals during the year -222 -222 -289 -289
Realised value adjustments -177 -177 -153 -153
Unrealised value adjustments -69 -69 77 77
Carrying amount, year end 2,497 2,497 2,930 2,930

Value adjustments are recognised in the income

statement -246 -246 S5) -76
Bonds

Carrying amount beginning of year 53 149 202 51 121 172
Additions during the year 0 2 2 0 26 26
Disposals during the year 0 -26 -26 0 0
Realised value adjustments 0 0 0 0 0 0
Unrealised value adjustments 1 0 1 2 2 4
Carrying amount, year end 54 125 179 53 149 202

Value adjustments are recognised in the income
statement 1 0 1 2 4
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2013 2012
DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Shares
Carrying amount beginning of year 9 190 209 1 409 9 184 210 1 404
Additions during the year 0 0 1 0 1 0 2 0 0 2
Disposals during the year 0 0 0 0 0 0 -9 0 0 -9
Realised value adjustments 0 -1 0 0 -1 0 1 0 0 1
Unrealised value adjustments -1 14 -3 0 10 0 12 -1 0 11
Carrying amount, year end 8 203 207 1 419 9 190 209 1 409
Value adjustments are recognised in the income
statement -1 13 -3 0 9 0 13 -1 0 12
Other assets
Carrying amount beginning of year 131 131 80 80
Additions during the year 0 0 0 0
Disposals during the year -93 -93 0 0
Realised value adjustments -38 -38 0 0
Unrealised value adjustments 0 0 51 51
Carrying amount, year end 0 0 131 131
Value adjustments are recognised in the income
statement -38 -38 51 51
See note 9 for a specification from 1 January to 31 December of the investment properties.
Value adjustments are recognised in the income statement under value adjustments.
Rating of bonds
Rated AAA 7,934 5,274 8,855 0 22,063 8,645 6,087 9,862 0 24,594
Rated AA- to AA+ 1038 17 308 0 1,363 500 320 245 0 1,065
Rated A- to A+ 188 109 260 0 557 267 26 461 0 754
Others 52 556 454 2 1,064 0 209 439 2 650
Bonds at fair value, year-end 9,212 5,956 9,877 2 25,047 9,412 6,642 11,007 2 27,063

2013 2012

Assets at Debt at Assets at Debt at
Fair amorti- amorti- Fair amorti- amorti-

DKKm value sed cost sed cost Total value sed cost sed cost Total
Note 43  Return on financial instruments
Interest income, etc. 919 285 0 1,204 948 466 0 1,414
Fee income etc. management 15 0 0 15 38 0 0 38
Fee income etc. other 62 37 0 99 19 29 0 48
Other income -1 78 0 77 0 51 0 51
Total income 995 400 0 1,395 1,005 546 0 1,551
Interest expenses -74 0 -321 -395 -94 0 -456 -550
Value adjustments excluding credit losses on
mortgage deeds -204 0 0 -204 452 0 0 452
Credit losses on mortgage deeds -155 0 0 -155 -155 0 0 -155
Impairment of loans, advances and receivables, etc. 0 -196 0 -196 0 -309 0 -309
Profit/loss before tax 562 204 -321 445 1,208 237 -456 989
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2013 2012

Recog- Recog-

Fair nised Fair nised
DKKm value amount value amount
Note 44  Fair value of financial instruments
Financial assets at fair value through profit or loss
Government bonds 2,329 2,329 2,290 2,290
Mortgage bonds 21,825 21,825 23,786 23,786
Other fixed-rate instruments 764 764 795 795
Other floating-rate instruments 129 129 192 192
Listed shares 1,166 1,166 1,020 1,020
Unlisted shares 419 419 409 409
Investment properties 428 428 393 393
Other investment assets 462 462 858 858
Receivables from policyholders 138 138 159 159
Receivables from insurance brokers 18 18 7 7
Receivables from insurance companies 0 0 17 17
Other receivables 69 69 60 60
Positive market value of derivative financial instruments 180 180 234 234
Other assets 73 73 61 61
Pensionskassen under Aim. Brand A/S 9 9 6 6
Assets temporarily acquired 205 205 137 137
Interest receivable 357 357 404 404
Prepayments 43 43 43 43
Balances due from credit institutions and central banks 671 671 879 879
Cash in hand and demand deposits 363 363 306 306
Loans and advances 7,346 7,340 8,395 8,396
Fair value of financial instruments, year-end 36,994 36,988 40,451 40,452
Financial liabilities at fair value through profit or loss
Subordinated debt 1,100 1,100 1,829 1,829
Issued bonds 31 31 2,032 2,032
Reinsurance deposits 0 0 0 0
Payables to policyholders 9 9 14 14
Payables related to direct insurance 13 13 11 11
Payables related to reinsurance 97 97 4 4
Payables to subsidiaries 3 3 1 1
Negative market value of derivative financial instruments 240 240 352 352
Other payables 755 755 597 597
Deferred income 3 3 2 2
Deposits 11,035 10,853 11,553 11,240
Payables to credit institutions and central banks 2,709 2,709 2,182 2,182
Financial liabilities at fair value through profit or loss, year-end 15,995 15,813 18,577 18,264

Cash in hand and balances at call with central banks are relatively short term, and recognised amounts at amortised cost are assumed to equal fair values.

Balances with credit institutions are recognised at amortised cost. The difference between the recognised value and fair value is assumed to be the interest rate-
dependent value adjustment, calculated by comparing current market rates with the market rates applying when the balances were established.

Loans, advances and receivables at fair value, bonds at fair value, shares etc. and derivatives are measured at fair value in the financial statements so that recognised
values equal fair values.

The difference between the fair value and the recognised value of Loans, advances and receivables at amortised cost is assumed to equal the interest rate-dependent
value adjustment, calculated by comparing current market rates with the market rates applying when the loans were established. Changes in the credit quality are not
taken into account as these are assumed to be included in impairment on loans for recognised values as well as fair values.

The fair value of deposits and other payables is assumed to equal the interest rate level-dependent value adjustment calculated by comparing current
market rates with the market rates prevailing when the deposits were established.

Issued bonds and subordinated debt are measured at amortised cost. The difference between this and fair value is assumed to be the interest rate-dependent value
adjustment, calculated by comparing current market rates with the market rates applying when the issues were made. Changes in fair values due to changes in the
bank's own credit rating are not taken into account.

Fair value adjustments of financial assets and liabilities represent a total unrecognised unrealised gain of DKK 218,0 million at the end of 2013 and are attributable
to higher interest rates on the underlying assets and liabilities relative to the level of interest rates at year-end. This adjustment was mainly attributable to Subordinated debt.

In the accounting policies, the calculation of fair values is described further for items recognised at fair value.
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Note 45 Offsetting

Financial
assets Related amounts which
stated have not been offset in
Liabilities at net the balance sheet
Gross offsetin amountsin  Financial
recognised the balance the balance instru- Financial
Financial assets assets sheet sheet ments  collateral Net amount
Derivatives 766 -61 705 -3 -678 24
Total 766 -61 705 -3 -678 24
Financial
liabilities ' Re|ated amounts which
stated paye not been offset in
Assets at net the balance sheet
Gross offsetin amountsin  Financial
recognised the balance the balance instru- Financial
Financial obligations liabilities sheet sheet ments _ collateral Net amount
Derivatives 339 -61 278 -3 -231 44
Total 339 -61 278 -3 -231 44
2013 2012
DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Note 46  Financial instruments by term to maturity
Bonds
Expiry within 1 year 3,360 2,588 1,504 0 7,452 2,271 1,221 1,002 0 4,494
Expiry between 1 year and 5 years 4,353 1,256 1,552 0 7,161 4,754 2,352 1,695 0 8,801
Expiry after more than 5 years 1,499 2,112 6,821 2 10,434 2,387 3,069 8,310 2 13,768
Bonds, year-end 9,212 5,956 9,877 2 25,047 9,412 6,642 11,007 2 27,063
Cash in hand and balances at call
Expiry within 1 year 5 323 141 11 363 5] 305 87 11 306
Expiry between 1 year and 5 years 0 0 0 0 0 0 0 0 0 0
Expiry after more than 5 years 0 0 0 0 0 0 0 0 0 0
Cash in hand and balances at call, year-end 5 323 141 11 363 5 305 87 11 306
Loans, advances and receivables
Expiry within 1 year 122 2,789 34 60 3,005 189 3,144 94 225 3,652
Expiry between 1 year and 5 years 0 960 0 0 960 0 1,402 0 0 1,402
Expiry after more than 5 years 0 4,202 0 0 4,202 0 4,404 0 0 4,404
Loans, advances and receivables, year-end 122 7,951 34 60 8,167 189 8,950 94 225 9,458
Deposits and payables to credit institutions and central banks
Expiry within 1 year 248 11,030 383 0 11,587 252 10,482 562 0 11,240
Expiry between 1 year and 5 years 0 1,195 0 0 1,186 0 1,227 0 0 1,198
Expiry after more than 5 years 0 908 0 0 908 0 1,013 0 0 1,013
Deposits and payables to credit institutions and
central banks, year-end 248 13,133 383 0 13,681 252 12,722 562 0 13,451
Issued bonds
Expiry within 1 year 0 0 0 2,000 0 2,000
Expiry between 1 year and 5 years 0 31 31 0 32 32
Issued bonds, year-end 0 31 31 2,000 32 2,032
Guarantees
Expiry within 1 year 104 104 96 96
Expiry between 1 year and 5 years 7 7 12 12
Expiry after more than 5 years 542 542 862 862
Guarantees, year-end 653 653 970 970
Financial liabilities stated at net amounts in the balance sheet
Expiry within 1 year 211 211 72 72
Expiry between 1 year and 5 years 38 38 281 281
Expiry after more than 5 years 24 24 42 42
Financial liabilities stated at net amounts in the
balance sheet, year-end 273 273 395 395

The actual expiry dates may deviate from the contractual expiry dates as the issuers of the specific instruments may be entitled to repurchase the instrument before it
expires. See note 14, which includes the expected cash flow for the group's claims and life insurance provisions.
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2013 2012

DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total

Note 47  Credit risk
Credit risk by type of financial asset

Government bonds 70 149 2,110 0 2,329 537 0 1,753 0 2,290
Mortgage bonds 8,801 5,657 7,367 0 21,825 8,533 6,612 8,641 0 23,786
Other fixed-rate instruments 241 150 373 0 764 244 30 521 0 795
Other floating-rate instruments 100 0 27 2 129 98 0 92 2 192
Other investment assets 152 0 310 0 462 221 0 637 0 858
Reinsurance deposits 608 0 23 0 631 143 0 21 0 164
Receivables from policyholders 104 0 34 0 138 120 0 39 0 159
Receivables from insurance brokers 18 0 0 0 18 7 0 0 0 7
Receivables from insurance companies 0 0 0 0 0 7 0 10 0 17
Other receivables 43 0 20 38 69 22 0 1 36 60
Positive market value of derivative financial

instruments 0 180 0 0 180 0 234 0 0 234
Other assets 0 73 0 0 73 0 61 0 0 61
Interest receivable 117 115 125 0 357 131 120 153 0 404
Balances due from credit institutions and central

banks 0 611 0 60 671 55 554 45 225 879
Cash in hand and demand deposits 5 323 141 11 363 5 305 87 11 306
Loans and advances 0 7,340 0 0 7,340 0 8,396 0 0 8,396
Maximum credit risk 10,259 14,598 10,530 111 35,349 10,123 16,312 12,000 274 38,608

The group's exposure to credit risk primarily involves financial receivables such as mortgage deeds and other loans and advances as well as credit risk on the portfolio
of credit bonds. The portfolio of credit bonds in the life insurance company forms part of customer investment assets. 97% of the portfolio of credit bonds carries an
Investment Grade-rated (BBB and higher). Overdue receivables in the non-life company are written off after nine months.

Total receivables written down in connection with insurance operations:

Impairment beginning of year 86 86 73 73
Impairment during the year and reversal of

impairment -8 -8 13 13
Impairment, year-end 78 78 86 86

Loans and guarantees distributed by sector and industry

Public authorities 0.0% 0.0% 0.0% 0.0%
Business sectors:

Agriculture, hunting, forestry and fishery 9.3% 9.3% 10.2% 10.2%
Manufacturing and raw materials extraction 0.1% 0.1% 0.1% 0.1%
Energy supplies 0.2% 0.2% 0.2% 0.2%
Construction 0.1% 0.1% 0.3% 0.3%
Trade 0.2% 0.2% 0.4% 0.4%
Transport, restaurant and hotel industry 0.1% 0.1% 0.1% 0.1%
Information and communications 0.0% 0.0% 0.0% 0.0%
Credit and financing and insurance 15.6% 15.6% 5.0% 5.0%
Property administration and trading, business services 14.9% 14.9% 18.8% 18.8%
Other business 7.9% 7.9% 8.3% 8.3%
Business total 48.4% 48.4% 43.4% 43.4%
Private customers 51.6% 51.6% 56.6% 56.6%
Total 100.0% 100.0% 100.0% 100.0%
Impairment

Individual assessment

Impairment beginning of year 1,427 1,427 1,570 1,570
Impairment during the year 333 333 436 436
Reversal of impairment -121 -121 -240 -240
Loss (written off) -303 -303 -339 -339
Impairment individual nent, year-end 1,336 1,336 1,427 1,427
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2013 2012
DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Group assessment
Impairment beginning of year 129 129 50 50
Impairment during the year 51 51 105 105
Reversal of impairment -62 -62 -26 -26
Impairment group assessment, year-end 118 118 129 129
Total impairment 1,454 1,454 1,556 1,556
Value of security for loans found to be impaired
based on individual assessments 32 32 12 12
Reasons for individual impairment writedowns
Loans, advances and other receivables before impairment
Estate administration 234 234 144 144
Debt collection 85 85 102 102
Uncollectible claims 1,787 1,787 2,006 2,006
Total 2,106 2,106 2,252 2,252
Impairment, etc.
Estate administration 229 229 141 141
Debt collection 73 73 82 82
Uncollectible claims 1,034 1,034 1,204 1,204
Total 1,336 1,336 1,427 1,427
Loans, advances and other receivables after impairment 770 770 825 825
Value of security for loans which in an individual
assesment have been found to be impaired 843 843 992 992
Description of security
Value of security
Real property, private 59 59 45 45
Real property, commercial 734 734 896 896
Cash, deposits and highly marketable securities 6 6 13 13
Cars 2 2 5 5]
Other security 42 42 33 33
Value of security, year-end 843 843 992 992
Collateral security is valued on the following basis:
Real property; Estate agent valuation, reasoned internal assessment or public assessment considering type of property, location, condition and estimated
marketability.
Cash and cash equivalents; Official price where available and otherwise the transaction price obtainable in a transaction between independent parties.
Goods, cars; Assessment from BilpriserPro considering type, model and age.
Personal property, other collateral; based on individual assessments.
The collateral security stated is unstressed. In the calculation of impairment writedowns on agricultural and property exposures in financial difficulty, the value of
collateral security is calculated on the basis of realisable value upon a sale within six months.
Realised security, including conditions
Value of realised security
Real property, private 1 11 42 42
Real property, commercial 132 132 0 0
Current-asset investments 35 35 142 142
Cars 5] 5 8 8
Total value of realised security 183 183 192 192

Forced realisation of collateral becomes necessary if the bank cannot induce the creditor or the provider of collateral security to enter into a voluntary agreement on
realisation. The bank always seeks to maximise the value of collateral by way of forced realisation. Before forced realisation of collateral is initiated, the debtor and/or
the provider of collateral will receive typically eight days' notice, however, shorter notice may be given in case of an obvious risk of imminent impairment of the value
of the collateral. Particularly in case of loans and credits secured against security-based investments, the company establishes so-called stop-loss clauses allowing
the bank to initiate forced ralisation immediately, unless additional collaterel is provided. Typically, such clauses will enter intor force if the value of the collateral drops

to a certain level of the loan, typically 105-110%.
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2013 2012
DKKm Banking Life Other Total Non-life  Banking Life Other Total
Loans, advances and other receivables, etc. in arrears
How much in arrears
Up to three months 9 9 30 30
Three to six months 0 0 0 0
Six to twelve months 1 1 1 1
More than twelve months 1 1 o 5
Arrears year-end 11 11 36 36
Value of collateral security for loans in arrears 561 561 792 792
Description of security
Value of security
Real property, private 69 69 130 130
Real property, commercial 409 409 583 583
Cash and marketable securities 19 19 35 35
Cars 5 5 11 11
Other security 59 59 33 33
Value of security, year-end 561 561 792 792
Total value of security at the balance sheet date 5,792 5,792 6,671 6,671
Description of security
Value of security
Real property, private 2,554 2,554 2,779 2,779
Real property, commercial 2,773 2,773 3,290 3,290
Cash and marketable securities 187 187 293 293
Cars 108 108 204 204
Other security 170 170 105 105
Value of security, year-end 5,792 5,792 6,671 6,671
Credit quality
The credit quality is quantified on the basis of the credit quality categories of the Danish Financial Supervisory Authority, according to which loans and advances with
normal credit quality are categorised in 2a and 3, loans and advances with certain indications of weakness are categorised in 2b, loans and advances with substan-
tial weaknesses are categorised in 2c and loans and advances with an objective evidence of impairment are categorised in category 1.
Loans, advances and other receivables at fair value —
by credit quality category
Loans and advances with normal credit quality 1,471 1,471 1,628 1,628
Loans and advances with certain indications of weakness 169 169 203 203
Loans and advances with substantial weaknesses 281 281 343 343
Loans that are neither due nor impaired 1,921 1,921 2,174 2,174
Loans and advances with an objective evidence of
impairment 1,323 1,323 1,471 1,471
Total residual debt before value adjustment etc. 3,244 3,244 3,645 3,645
Value adjustments etc. -747 -747 -715 -715
Loans, advances and other receivables at fair value, year-end 2,497 2,497 2,930 2,930
Of value adjustments etc. of DKK 747 million, DKK 926 million was attributable to credit-related value adjustments at 31 December 2013.
Loans, advances and other receivables at amortised cost —
by credit quality category
Loans and advances with normal credit quality 1,897 1,897 2,117 2,117
Loans and advances with certain indications of weakness 1,296 1,296 1,521 1,521
Loans and advances with substantial weaknesses 710 710 799 799
Loans that are neither due nor impaired 3,903 3,903 4,437 4,437
Loans and advances with an objective evidence of
impairment 2,386 2,386 2,579 2,579
Total residual debt before value adjustment etc. 6,289 6,289 7,016 7,016
Value adjustments etc. -1,446 -1,446 -1,550 -1,550
Loans, advances and other receivables at
amortised cost, year-end 4,843 4,843 5,466 5,466
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2013 2012
DKKm Non-life  Banking Life Other Total Non-life Banking Life Other Total
Guarantee debtors — by credit quality category
Guarantee debtors with normal credit quality 365 365 299 299
Guarantee debtors with certain indications of weakness 138 138 512 512
Guarantee debtors with substantial weaknesses 29 29 29 29
Guarantee debtors that are neither due nor impaired 532 532 840 840
impairment 130 130 137 137
Total guarantee debtors before provisions etc. 662 662 977 977
Provisions etc. -8 -8 -6 -6
Guarantee debtors, year-end 654 654 971 971

An overview of lending developments pursuant to the Danish Act on State-Funded Capital Injections is available from the group’s website, www.almbrand.dk//bankpakkell.

2013
% of
Life share: share-
holders' holders'
DKKm Non-life  Banking equity Other Total equity
Note 48  Sensitivity information
Sensitivity information, group
Risk on shareholders' equity in case of specific events:
Interest rate increase of 1 percentage point -31 -89 -11 0 -131 -2.8%
Interest rate fall of 1 percentage point -23 58 12 0 47 1.0%
Share price fall of 12% -1 -58 0 0 -59 -1.3%
Fall in property prices of 8% -1 -4 0 0 -5 -0.1%
Maximum exchange rate loss of 99.5%
probability of 10 days 0 1 0 1 0.0%
Loss on counterparties of 8% -3 0 0 0 -3 -0.1%
Loss on credit of 8% -81 -46 -6 0 -133 -2.8%
Caststrophe events:
- one "100-year event" -235 0 0 0 -235 -5.0%
- two "100-year events" -405 0 0 0 -405 -8.6%

*) Interest rate sensitivities for the bank concern balance sheet items included in the interest rate risk for accounting purposes. The bank's interest rate risk for accounting
purposes in the event of a 1 percentage point change in interest rates amounted to DKK 74 million at 31 December 2013 (calculated on the basis of modified option-
adjusted durations). The bank’s property risk concerns properties held directly. The banking group's sensitivity to equity price declines is stated inclusive of share

options in associates.

The table lists the most important risks to which the Alm. Brand Group is exposed. The order of the risk factors is not an indication of the size or importance
of each risk factor. The risk factors relating to the life group’s shareholders’ equity do not include risks related to securities owned by the policyholders.
Note 50, Risk management, contains a description of the risks assumed by the group.

Sensitivity information, life company

Maximum
effect on
bonus potential on

paid-up policies Maximum

Maximum benefits before effect on

Minimum effect on change in applied applied bonus

effect on collective  bonus potential on potential on

DKKm capital base bonus potential paid-up policies paid-up policies
Event:

Interest rate increase of 1 percentage point -12 -108 261 0

Interest rate fall of 1 percentage point 2 -10 -253 5

Share price fall of 12% 0 -187 0 0

Fall in property prices of 8% 0 -98 0 7

Exchange rate risk (VaR 99.5%) 0 -34 0 0

Loss on counterparties of 8% -1 -83 0 7

Fall in mortality intensity of 10% -38 0 2 0

Increase in mortality intensity of 10% 33 0 -2 0

Increase in disability intensity of 10% -22 0 -1 0
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NOTE 50 Risk Management

The group assumes a number of risks. These include the
very different business risks related to operating the dif-
ferent business areas as well as the more consistent and
uniform financial risks related to handling the group’s
cash flows and comprehensive investment strategy. Risk
management is therefore an essential component of Alm.
Brand’s business.

Managing the group’s risk exposure is a key management
priority, because uncontrolled developments in different
risks may have a substantial impact on financial perfor-
mance and solvency and, by extension, on the future
business potential.

The purpose of Alm. Brand’s risk management function
is to ensure ongoing, proactive risk management in day-
to-day activities based on common sense. This imposes
a duty on the risk management function to ensure that
the necessary reporting is available in order for the busi-
ness to make sound and informed decisions. Alm. Brand
has three independent business areas. This requires that
reporting and sparring is aligned to the specific business
areas in order to make risk management relevant for the
business and, hence, for the customers. The decentralised
entities in Alm. Brand’s risk management system inclu-
de the non-life insurance actuarial department dealing
with non-life insurance risks, the life insurance actuarial
department dealing with life insurance risks, the credit
secretariat dealing with the bank’s credit risks, a special
committee dealing with IT-related risks and a group risk
management function dealing with market risks and ca-
pital management. In other words, the structure of risk
management is decentralised with respect to the princi-
pal business risks, while the overall risk management is of
course followed up at group level.
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The board of directors of each individual subsidiary defi-
nes and approves the overall policy for the company’s ac-
ceptance of risks, and the board of directors determines
the overall limits for such risks and the required reporting.
On this basis, the management boards of the individual
subsidiaries determine the operational risk management.

The statutory audit committee supports the board of di-
rectors, among others, in the risk and capital management
work. The audit committee is composed of three members

of the board of directors of the relevant group company.

The group’s central risk forum is a group risk commit-
tee, the objective of which is to ensure coordination and
uniformity in the group companies with respect to accep-
ting, calculating and reporting risk. In addition, a group
investment committee ensures that the group’s invest-
ments and market risks are within the limits defined by
the board of directors and the policies of the individual
companies.

The group compliance function assists management in
ensuring that the companies’ methods and procedures
are adequate to ensure compliance with the legislation
and rules in force from time to time. The internal audit
department oversees the companies’ administrative and
financial reporting procedures, the group’s control pro-
cedures and compliance with management’s policies and
guidelines.

In addition, a forum for operational risk collates informa-
tion about operational events in Alm. Brand Forsikring
and Alm. Brand Bank. Participating in this forum are Risk
Management, Compliance and Internal Audit. Moreover,
an approval committee for financial products has been set
up. This committee is responsible for ensuring that busi-
ness procedures, processing routines, etc. are in place be-
fore new products or activities are implemented, thereby
helping to mitigate operational risk.



NOTE 50 Risk Management - continued

RISK FACTORS

We take various types of calculated risk in support of the
group’s long-term business objectives. The content and
size of risks encountered in the various business areas
differ considerably, but generally risk parameters for the
group can be illustrated as shown in the figure below.

The risk scenarios of the group’s three business areas,
Non-life Insurance, Life and Pension and Banking, are de-
scribed in detail below.

NON-LIFE INSURANCE

In all significant areas, it has been considered what the
desired risk profile of Non-life Insurance is. Business pro-
cedures and controls in that respect have been designed
and reports are submitted to the Board of Directors and
Management Board of Alm. Brand Forsikring A/S on a re-
gular basis.

Non-life insurance risks

The primary risks are premium risks (the risk of claims
expenses and costs exceeding premium income), claims
provision risks (the risk of provisions being too low rela-
tive to the ultimate cost of the loss) and catastrophe risks
(the cost of extreme events).

Rules governing acceptance and writing of new business

at customer and product level reduce premium risks.
Written risks are assessed for the possibility that several

Risk parameters

NON-LIFE INSURANCE GROUP

Non-life insurance

Healt
Insurance

Oponant

Others Life

RISK GROUP
Insurance

Operational

Credit
Market

BANKING

policies can be affected by the same loss event (accumu-
lation). Moreover, each salesperson has been given in-
structions as to what risks can be accepted. In addition,
premium risks are reduced by using reinsurance and by
frequently monitoring trends in tariff parameters.

The most important reasons for claims provision risks are
model and calculation uncertainties as to claims provi-
sions and claims inflation. The amount of run-off gains
and losses is also evaluated in the annual actuarial report
relative to the expectations from the company’s internal
capital model. This check contributes to providing a true
and fair view of the risk of run-off losses.

Catastrophe risk is covered through reinsurance. The
purpose of the reinsurance programme is to ensure that a
single loss event or a random accumulation of large losses
does not lead to an unacceptable loss of capital and, mo-
reover, the purpose is to reduce the size of fluctuations in
technical results.

The largest single risks in Non-life Insurance are natu-
ral catastrophes and terrorist attacks. The risk of natural
catastrophes is assessed by means of a number of scena-
rios based on the portfolio’s exposure and on a calculated
probability. These show that the current reinsurance
programme will provide cover at least for losses resulting
from a 1:200-year storm.

Claims provision (DKKm)

5,145 5,257
4,754 7

2010 2011 2012 2013
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NOTE 50 Risk Management - continued

For 2013, Non-life Insurance has bought catastrophe rein-
surance up to DKK 4.1 billion with retention of DKK 75
million. The reinsurance programme covers fire claims up
to DKK 500 million with retention of DKK 30 million and
personal injury on accident and workers’ compensation
claims up to DKK 700 million with retention of DKK 20
million. Moreover, the company has taken out frequency
cover on major fire claims covering large losses between
DKK 5 million and DKK 30 million. However, the cover
will not take effect until Alm. Brand has incurred claims in
the amount of at least DKK 150 million in this range.

Alm. Brand has also purchased reinsurance cover for
“medium-size” precipitation claims (cloudburst, snow
load, etc.) up to DKK 200 million. This will cover losses
between DKK 7.5 million and DKK 75 million after an ag-
gregate claims payment of DKK 100 million.

The lines motor insurance (comprehensive and liability)
and professional liability insurance in general are covered
by separate reinsurance programmes with retention of
DKK 20 million each.

The risk of a terrorist attack is not always comprised by
the insured risks. In cases in which Alm. Brand covers this
type of events, the company’s risk is covered by one of the
following two options: First of all, the so-called terrorism
pool and the government guarantee scheme covers claims
involving nuclear, biological or chemical claims events.
Secondly, Alm. Brand has coverage through own pro-
grammes directed at claims in connection with terrorist
attacks due to other (“conventional”) causes and any spill-
over from the terrorism pool. In addition, Alm. Brand has
taken out specific coverage on selected buildings relative
to conventional terrorist attacks.

Health insurance risks

Health insurance risk arises as a result of coverage provi-
ded by the insurance group under workers’ compensation
and personal accident policies. These policies all give rise
to both premium, claims provision and catastrophe risks,
as described in the section on non-life insurance risks.

Particularly workers’ compensation insurance is affected
by legislative amendments and changed legal practice
as well as by social inflation. Social inflation means that
claims expenses increase due to developments in social
and economic factors. Such factors have a tendency to dri-
ve up the number of insurance-covered claims and ave-
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rage claims expenses. These external risk factors arise due
to trends in society and are difficult to predict, thereby
making it difficult to price health insurance risks correctly.

Because workers’ compensation insurance is of a longer-
tail nature and because the legislative framework is more
complicated, the potential impact of risk factors on the
results of workers” compensation lines is greater compa-
red with personal accident lines.

Market risk

The management of market risk is intended to ensure
achievement of an optimum return without putting the
capital base of Alm. Brand Forsikring A/S at risk of signifi-
cant deterioration due to financial market developments
or financial difficulties of individual issuers.

The asset allocation of Alm. Brand Forsikring A/S at 31
December 2013 reflects a focus on stable returns and low
investment risk. The investment assets of Alm. Brand For-
sikring A/S are predominantly placed in interest-bearing
assets, most of which are Danish mortgage bonds with a
high credit rating. The average duration is between two
and three years.

Most of the interest rate exposure on assets is aligned to
the interest rate exposure on provisions by means of in-
terest rate swaps. The difference in the total interest rate
risk between assets and liabilities is limited.

Alm. Brand Forsikring A/S has no exposure to investment
equities, and less than one per cent of the assets are pla-
ced in unlisted equities, primarily in the form of strategic
sector equities. These equities are held for the purpose of
supporting the insurance activities.

The currency risk of Alm. Brand Forsikring A/S is related
partly to a limited exposure to bonds denominated in
foreign currency and partly to positive market values of
derivative fixed-income instruments denominated in
foreign currency.

Counterparty risk

Counterparty risk arises when a counterparty in a finan-
cial agreement fails to meet its obligations. For the insu-
rance group, this risk mainly arises through reinsurers or
receivables from customers or financial counterparties.



NOTE 50 Risk Management - continued

Counterparty risk related to reinsurance arises for
example if Non-life Insurance’s reinsurers go into in-
solvent liquidation, resulting in a partial loss of recei-
vables and in new coverage of the business having to be
purchased. In order to minimise the risk related to each
reinsurer, reinsurers must be rated at least A- with Stan-
dard & Poors, Moody’s and/or A.M. Best. Deviations from
this rating must be approved by the board of directors.

Receivables from policyholders in non-life insurance ari-
se on an ongoing basis and an allowance is made in that
respect in the solvency requirement.

Financial counterparties are most often credit institutions
in which case the receivable arises in a bilateral derivative
agreement or, for instance, by depositing cash funds in a
bank account. Placement limits contain restrictions as to
the companies’ maximum receivable from specific credit
institutions.

Alm. Brand Forsikring A/S limits counterparty risks in
connection with derivative agreements by entering into
margin agreements and netting with the counterparties.
Margin agreements ensure that collateral is provided
when the exposure exceeds a certain level. Netting is de-
scribed in the ISDA Master Agreements and means that
gains and losses on derivative financial instruments may
be offset if a counterparty breaches its obligations. Agree-
ments on derivative financial instruments of a longer-
term nature can only be concluded if they also have a
netting agreement with collateral provided. If deemed
expedient, deviations from this general rule may in rare
circumstances be accepted subject to management con-
sent.

Other risks

Weather-related events put Non-life Insurance’s liqui-
dity the most under pressure. However, liquidity risk is
limited because the companies’ premiums are pre-paid.
Moreover, the possibility of procuring liquidity by rea-
lising assets is very significant.

BANKING

The bank’s continuing activities offer products that meet
private customer financial needs. Moreover, the bank has
activities within leasing, bond, equity and currency tra-
ding as well as research (Markets) and asset management
(Asset Management). This is reflected in the types of risk
accepted by the bank.

Credit risk

Credit risk is the risk of incurring a financial loss due to
default on counterparties’ payment obligations. Credit
risk includes losses/impairment writedowns on loans,
guarantees, derivatives, etc., concentration risk on custo-
mer types, exposure types, collateral types, etc., a general
change in credit quality due to changes in legislation, eco-
nomic conditions, market practices and conditions, etc.

The bank’s future lending strategy is directed at private
customers. As a result, Alm. Brand Bank mainly grants
loans to private customers and investment credit faci-
lities and leasing in the subsidiary Alm. Brand Leasing.
The bank still holds mortgage deeds and credit exposures
with commercial and agricultural customers as counter-
parties, but this part of the business will be phased out in
the years ahead.

Once a year, the bank’s board of directors reviews and
approves the credit policy and the associated guidelines
describing the rules governing the bank’s loan granting,
provision of guarantees and other credit risks. The guide-
lines contain specific limits for the individual products of-
fered by the bank and the customer segments buying the
bank’s credit products.

The bank’s lending to private customers is based on the
application of credit scoring models and budget and dis-
posable income calculations. The credit scoring models
have been developed over a number of years. The models
are still being developed and improved on the basis of re-
cent experience and changes in market conditions. Credit
scoring models are applied to secured as well as unsecu-
red loans.

Alm. Brand Bank A/S uses an authorisation control system
for private customers. In combination with the bank’s
credit application and approval system, this system ensu-
res that the approvals made by individual managers and
employees are consistent with their lines. The system also
supports collection of information on individual custo-
mers. This information is included in the overall decision-
making basis for credit segmentation of the customer and
determination of the maximum exposures and risks, in-
cluding already established facilities.

notes
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NOTE 50 Risk Management - continued

In the winding-up portfolio, loans are granted only for
credit-defence purposes when this is deemed to minimise
the bank’s risk of loss.

As part of the control environment, an independent credit
control function has been established, which has been
charged with the task of making spot checks to identify
any potential process shortcomings.

Market risk

The bank regularly takes positions in the financial mar-
kets for the account of customers as well as for its own ac-
count. The financial positions may involve different types
of market risk. Active risk management is applied across
the bank in order to balance out financial risks on assets
and liabilities with the aim of achieving a satisfactory
return that matches the bank’s risks and applied capital.
The bank’s risk management uses derivative financial in-
struments to adjust the market risk.

The asset allocation of Alm. Brand Bank A/S did not chan-
ge significantly in 2013, and mortgage bonds still repre-
sent the majority of the investment assets. Spread risk is
mitigated by means of rating-defined limits for invest-
ments in bonds

The board of directors of Alm. Brand Bank A/S has defi-
ned limits for interest rate risk within and outside the
trading portfolio. The bank’s interest rate risk in the tra-
ding portfolio is derived from the portfolio of bonds and
other financial instruments and from trading on behalf of
customers. Most of the bank’s interest rate exposure is to
Danish kroner. The bank seeks to minimise interest rate
risk in currencies other than DKK and EUR.

The bank’s interest rate risk outside the trading portfolio
is derived exclusively from the portfolio of mortgage de-
eds. Most of the mortgage deeds are Danish but the port-
folio also comprises a limited number of Swedish mort-
gage deeds. For the purpose of calculating and managing
interest rate risk related to the mortgage deed portfolio,
the bank uses an internal mark-to-model mortgage deed
model, which takes into account expected prepayments
and credit losses on mortgage deeds. As part of the bank’s
strategy, interest rate risk derived from mortgage deeds is
hedged with a view to minimising the interest rate risk on
the mortgage deed portfolio after hedging.
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The banking group’s daily currency risk is calculated
and managed on the basis of the sum of receivables and
payables denominated in foreign currency translated
into Danish kroner. This corresponds to the unweighted
and weighted exchange rate indicator 1. At 31 December
2013, the bank’s currency risk calculated according the
unweighted exchange indicator 1 was DKK 361 million,
against DKK 105 million at 31 December 2012. The bank’s
currency risk calculated according to the weighted ex-
change rate indicator 1 was DKK 7.1 million at 31 Decem-
ber 2013, against DKK 5.5 million at 31 December 2012.
The calculated currency risk may fluctuate as a result of
day-to-day operations.

The risk weights used in the calculation of the weighted
exchange rate indicator 1 are intended to ensure that, in
the foreign exchange area, the bank uses the risk weights
that best reflect the underlying market risk. The risk
weights are determined every six months on the basis of
the standard deviation of the last 500 days’ return history.
For each currency pair, the risk weights are based on in-
ternal assessments. The use of internal assessments may
be due to the bank expecting a trend to continue or to the
bank assessing that the calculated risk weight is too low to
reflect the actual risks in the market.

Equities in the trading portfolio (excluding Alm. Brand
Formue), amounting to DKK 10 million, are held with a
view to trading on behalf of customers or as part of the
bank’s investment portfolio. The bank’s trading port-
folio consists of positions in listed Nordic equities and
unit trust certificates held with a view to supporting the
bank’s markets and asset management functions.

The bank’s portfolio of equities outside the trading port-
folio comprises equities held through Alm. Brand Formue
and equities taken over for credit-defence purposes. The
portfolio also comprises sector equities intended to sup-
port the bank’s operations. Participation in sector compa-
nies is deemed necessary, and the bank does not expect
to sell these equities, which are therefore recognised out-
side the trading portfolio. Most of the sector equities are
unlisted. Exposure to equities through the ownership of
Alm. Brand Formue is hedged.
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Counterparty risk

The bank’s financial counterparty risks arise mainly
through placement of cash funds with other banks and
bilateral derivative agreements. Based on an individual
assessment, exposure limits are defined for each counter-

party.

The bank reduces its exposure by means of margin ag-
reements and netting with the relevant counterparties.
Margin agreements ensure that collateral is provided
when the exposure exceeds a certain level. The way in
which this collateral is managed is described in detail in
a framework agreement or in the form of an ISDA Credit
Support Annex to an ISDA Master Agreement. Netting
is also described in the framework agreements or in the
ISDA Master Agreements and means that gains and los-
ses on derivative financial instruments may be offset if the
counterparty breaches its obligations.

Other risks

The banking group aims to ensure that liquidity is at all ti-
mes sufficient to support its future operations and comply
with the statutory requirements, including the guideposts

of the Danish FSA’s Supervisory Diamond. Compliance

with the bank’s liquidity target is ensured through the

internally defined limits for the composition of funding,
including funding sources and their repayment structure

as well as requirements for the size of the bank’s liquidity
reserve. The bank determines its liquidity management
on the basis of a conservative risk profile. The bank mana-
ges and monitors its liquidity on a day-to-day basis based

on short-term and long-term liquidity requirements.

The short-term liquidity management is intended to
ensure that Alm. Brand Bank complies with the statu-
tory requirements at all times. This is achieved partly by
neutralising imminent liquidity effects, thereby main-
taining liquidity within the limits defined by the board
of directors, and partly by securing financial resources
in the form of certificates of deposit and undrawn money
market lines with major market players. The bank has also
established a set-up for repo transactions and the possibi-
lity of selling the cash portfolio.

The long-term liquidity management is intended to
ensure that Alm. Brand Bank does not find itself in a si-
tuation where the cost of funding the bank’s operations
becomes disproportionately high. A significant part of
the bank’s current funding will expire at the turn of the

year 2014/2015 with the expiry of a substantial share of
the fixed-rate agreements. However, the excess liquidity
coverage is expected to be adequate afterwards as well,
as the bank has a successful track record and extensive
experience in attracting fixed-interest deposits. The re-
financing requirement will depend on developments in
deposits and lending in 2014, and the bank is working
continuously to reduce the bank’s assets related to activi-
ties being wound up.

LIFE AND PENSION

Life insurance risk

Biometric risk comprises mortality, life expectancy and
disability. The risk of disability and death is restricted
by guidelines for how large a risk the company may ac-
cept. It is Alm. Brand Liv og Pension’s policy to not write
risk coverage without the customer providing individual
health information. Moreover, risks are limited through
a reinsurance programme. The reinsurance programme
also comprises catastrophe cover in the event of several
customers/lives being hit by the same event.

Alm. Brand Liv og Pension A/S’ breakdown into contri-
bution groups means that generally there is no collective
bonus potential in the contribution groups for mortality,
life expectancy and disability, respectively. In general, this
means that losses incurred in these groups will be paid
through equity. However, the overall buffers may be ap-
plied through the use of negative bonus, thereby limiting
the risk to the reaction rate of bonus rate adjustments.

Alm. Brand Liv og Pension A/S has a relatively small expo-
sure to life expectancy, as the portfolio is predominantly
composed of capital, retirement and instalment pension
schemes.

Health insurance risks

New health and personal accident business in Alm. Brand
Liv og Pension A/S is written outside the framework of
guaranteed interest, ensuring that the customers receive
a sharper but also more flexible insurance price. These
policies give rise to both premium, claims provision
and catastrophe risks but are also affected by legislative
amendments and changed legal practice as well as by so-
cial inflation. Social inflation means that claims expenses
increase due to developments in social and economic fac-
tors. Premium risk is limited to one year due to the pos-
sibility of a quick change of price.
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Market risk

Alm. Brand Liv og Pension A/S’ insurance portfolio is di-
vided into four interest rate contribution groups charac-
terised by the different guarantee levels on which the
insurances are based. There are fair-sized investment buf-
fers on low interest rate contribution groups, whereas the
highest interest rate contribution group still had a very
limited investment buffer at 31 December 2013 in spite of
positive developments. The investment strategies of the
individual interest rate contribution groups are carefully
designed to match the investment buffers of each indivi-
dual group. This means that the highest interest rate con-
tribution group has a relatively small share of higher-risk
assets relative to provisions.

Alm. Brand Liv og Pension A/S has introduced the prin-
ciple that the full amount of any surplus on the policies’
interest rate, risk or expense results must be used to lo-
wer the future required rate of return on the insurances.
This gradually reduces the guarantees for the interest rate
groups and has the effect that, over time, they will be mo-
ved to interest rate groups with lower guarantees.

Development in interest rates, Liv og Pension (DKKm)

5,159
3,98 5172
4,062
1,420
3219 1,697 L5
2,009 | 1,619
4232
3,317 3,099 B 3297
232 82
2010 2011 2012 2013

- Interest rate group O
- Interest rate group 1 - Interest rate group L66/U74

Interest rate group 2

Interest rate group 3

Note: Before 2011: Interest rate group 0= Unguaranteed and 0.5%-1.5%, Interest
rate group 1=1.5%-2.5%, Interest rate group 2= 2.5%-3.51%, Interest rate group 3=
>3.51%
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No new business is written in the highest group, which
predominantly consists of insurances under disburse-
ment or close to retirement. As a result, the portfolio
dwindles automatically. In 2013, the tax reform reduced
the pension liabilities for interest rate group 3 by almost
DKK 1.1 billion to just over DKK 4 billion at 31 December
2013. The reason for this is that the tax reform enabled the
customers to settle tax on their savings now and convert
them to retirement pension schemes. Accordingly, the
decline in liabilities was due to the tax settlement with
the Danish tax authorities (SKAT). For accounting pur-
poses, the tax settlement is neutral, but it had a positive
effect on the capital requirement, as insurances from this
interest rate group contribute a relatively high capital re-
quirement

The asset allocation of Alm. Brand Liv og Pension A/S at
31 December 2013 was widely diversified across a number
of asset classes. The risk appetite is calculated relative to
the total assets and allocated to each portfolio according
to size. Risk tolerance can thereby be measured regard-
less of the guarantees issued in each interest rate contri-
bution group. This has the consequence that groups with
large investment buffers will have more higher-risk assets
than groups with low investment buffers, as the overall
risk exposure for shareholders’ equity must be identical.

Derivatives are used to adjust the interest rate risk of the
individual contribution groups in order to achieve the
desired risk profile between assets and liabilities for each
interest rate contribution group. The greatest interest risk
arises in the event of a sudden and severe interest rate fall,
giving the company no time to adjust its hedging activi-
ties. The duration of provisions increases with the decline
in interest rates.

Equity exposure is only accepted on investment equities
for policyholders’ funds, and the exposure is accepted
on the basis of a global investment universe. In addition,
Alm. Brand Liv og Pension A/S holds a limited number of
unlisted equities, primarily in the form of strategic sector
equities. These equities are held for the purpose of sup-
porting the business activities.

Property exposure is accepted only for policyholders’
funds. Most of the property investments are in owner-oc-
cupied properties, but direct investments are also made
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in property sector equities and office property. The risk
profile when buying and selling property is focused on
obtaining a high degree of security and stable returns on
a long-term horizon.

Alm. Brand Liv og Pension A/S pursues a proactive cur-
rency strategy, which means that foreign equity and bond
positions are not currency hedged unless deemed expe-
dient.

Counterparty risk

Counterparty risk often arises due to a receivable in con-
nection with a bilateral derivative agreement or, for in-
stance, by depositing cash funds in a bank account with a
credit institution. Placement limits contain restrictions as
to how large an exposure a company may have with speci-
fic credit institutions.

Counterparty risks in connection with derivative agre-
ements are limited by entering into margin agreements
and netting with the relevant counterparties. This en-
sures that collateral is provided as and when receivables
exceed a certain level, and gains and losses on derivative
financial instruments may be offset if the counterparty
breaches its obligations. Deviations from this general rule
may be accepted only in rare circumstances subject to ma-
nagement consent if deemed expedient.

Other risks

The greatest liquidity risk is the risk of a large number of
customers wanting to move their pension savings at the
same time. Should this materialise, the risk may be mi-
tigated to a certain extent by introducing a transfer and
surrender charge.

OTHER RISKS FACING THE GROUP

The Alm. Brand Group’s operational risks, i.e. costs asso-
ciated with operational errors, are assessed on an ongo-
ing basis. The group has a number of control procedures
in the form of work routines, business procedures and
reconciliation processes, performed locally and centrally
throughout the organisation. The extent of control mea-
sures is balanced against the expenses they involve. Se-
curity measures are assessed relative to potential threats
and their assessed probability of occurrence as well as the
potential business consequences, should such threats ma-
terialise.

Reputational risks are costs associated with having a poor
public reputation. This affects the group’s ability to main-
tain and develop the business volume. A reputation arises
through media coverage of the group or incidents in re-
lation to the group, for instance in news media and/or on
social media. The group has drawn up media contingency
plans to handle any incidents that could lead to unfavou-
rable media coverage.

The group is making a proactive effort to reduce the num-
ber of potential events that could give rise to poor repu-
tation. For example, a customer ambassador has been ap-
pointed in Non-life Insurance. The group wishes to reduce
the number of complaints filed with the Insurance Com-
plaints Board, and even though the insurance company
has a track record of winning most of the complaints
filed, every complaint is one too many because it means
that the group has a dissatisfied customer. The customer
ambassador looks at a case from the customer’s point of
view and is responsible for ensuring that the customers’
views are heard. This is done to promote a good dialogue
between the group and its customers. Often a disagre-
ement arises because the customer does not understand
why his or her claim is not covered. The complaints are
subsequently analysed, enabling the group to develop its
insurance products and to become better at explaining its
insurance terms.

Strategic risks have an adverse effect on earnings or capi-
tal requirements. They arise due to inexpedient business
decisions, insufficient implementation of business initia-
tives or slow response to the challenges facing the group.

Strategic risks cannot be avoided but they can be limited
by maintaining high professional standards, openness and
willingness to change in the organisation. Alm. Brand’s
strategy has been prepared by the group management on
the basis of a structured process and in cooperation with
each group subsidiary’s board of directors, management
board and managerial groups.

The group’s risk profile and risk management are descri-
bed in detail at http://www.almbrand.dk/abdk/OmAlm-
Brand/Investor/Risiko-ogkapitalstyring/index.htm.
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NOTE 51 Significant accounting estimates, assumptions and uncertainties

The consolidated and parent company financial state-
ments have been prepared on the basis of certain special
assumptions involving the use of accounting estimates.
Such estimates are made by the company’s management in
accordance with the accounting policies and on the basis
of historical experience and assumptions, which manage-
ment considers prudent and realistic but which are inher-
ently uncertain and unpredictable.

The most significant estimates concern insurance liabili-
ties, the calculation of fair values of unlisted financial in-
struments, measurement of deferred tax assets, provisions

and loans, advances and receivables as well as provision for

losses on guarantees.

Unlisted financial instruments for which there is no active
market are measured using recognised valuation methods
or measured at cost less any impairment. Deferred tax is
recognised to the extent management deems that the as-
set can be utilised over the next couple of years, which in-
cludes an estimate of the group’s expected future earnings.

In addition to these assumptions, the banking group is ex-
posed to special risks and uncertainties in respect of im-
pairment writedowns on loans and provision for losses on
guarantees, which may cause actual results to differ from
such estimates.

NON-LIFE INSURANCE

Liabilities under insurance contracts are measured based
on a number of actuarial calculations, applying among
other things assumptions about a number of variables. The
liabilities are furthermore affected by the discount rate.

Provisions for workers’ compensation were affected by the
act on a reform of flex jobs and incapacity pension, which
came into force on 1 January 2013. The act entails that per-
sons who have suffered an occupational injury and have
been awarded a flex job due to that injury will receive a
lower income from their flex job in future. The loss of in-
come will instead be compensated by their workers’ com-
pensation insurance in order that the injured person may

150 Alm.Brand Annual Report 2013

retain the same level of income before and after the in-
troduction of the act. Extra compensation is conditional
on the injured person being employed in the flex job after
commencement of the act. This means that persons em-
ployed in flex jobs before 1 January 2013 will not be covered
by the act. To date, Alm. Brand has only seen a few claims
under the new act, and the claims filed have not affected
the claims ratio to any significant extent.

Moreover, an expert committee has been set up to consider

a revision of the Danish Act on Industrial Injuries, among

other things prompted by the amended flex job rules. The

outcome of this work is uncertain as are the claims expens-
es resulting from a revision of the act.

In addition, the attorney to the Danish government (Kam-
meradvokaten) is investigating the case processing of the
National Labour Market Authority based on criticism
raised by a former employee regarding the workload of the
examiners and the resulting poor case processing.

Against this background, Alm. Brand has made an addi-
tional reserve in respect of the uncertainty deriving from
these factors.

LIFE AND PENSION

Liabilities under insurance contracts are measured based
on a number of actuarial calculations, applying among
other things assumptions about a number of variables. The
liabilities are furthermore affected by the discount rate.

Alm. Brand Liv og Pension is focused on hedging the guar-
anteed benefits provided, applying derivative instruments
to ensure that interest rate exposures on assets and liabili-
ties are aligned. Changes in the value of investment assets
resulting from changes in interest rates are therefore partly
offset by corresponding changes in the value of the techni-
cal provisions and the collective bonus potential. However,
shareholders’ equity may be significantly affected if the av-
erage return generated over the life of the insurances fails
to cover the guaranteed benefits.
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BANKING

Impairment losses on loans and advances and provision for
losses on guarantees

In respect of impairment of loans, advances and other re-
ceivables and provision for losses on guarantees, significant
estimates have been applied in quantifying the risk that
not all future payments may be received, including esti-
mates related to determining whether a customer should
be marked for objective evidence of impairment. If it can
be determined that not all future payments will be re-
ceived, the determination of the amount of the expected
payments, including realisation values of any collateral and
expected dividend payments from estates, involves signifi-
cant estimates.

Continuing adverse and unforeseen economic develop-
ments may affect the payment ability of individual cus-
tomers. For example, the values of the collateral forming
the basis of the calculation of the bank’s collateral may give
rise to additional impairment writedowns especially on
loans for activities concerning the funding of real property
and agriculture.

In addition, changes are regularly made to the rules that
form the basis of the calculation of impairment writedown
and provisioning requirement in the bank. Changes that
are subsequently introduced may trigger higher impair-
ment writedowns on the bank’s loans and provisions, re-
gardless of the fact that no events would seem to have
occurred in relation to the customers’ ability to pay or col-
lateral that would warrant such higher impairment writ-
edowns.

Capitalisation
At 31 December 2013, Alm. Brand Bank A/S had a solvency
ratio of 20.3.

On 26 February 2013 and 22 August 2013, Alm. Brand A/S
contributed DKK 700 million and DKK 200 million, re-
spectively, in equity to Alm. Brand Bank. The capital in-
jections were used partly to repay DKK 630 million of the
state-funded hybrid core capital and partly to strengthen
the bank’s capital base.

On 27 February 2014, the parent company Alm. Brand A/S
injected DKK 400 million into Alm. Brand Bank A/S as
equity. This capital injection will be used, among other
things, to repay the remaining part of the hybrid core capi-
tal. In addition, due to the new capital adequacy rules, the
subordinated loans in Alm. Brand Bank A/S cannot be rec-
ognised as part of the capital base effective 1 January 2014.
The value of the bank’s supplementary capital will decline
by a total of approximately DKK 200 million in 2014, and
the capital injection is therefore also made in part to cover
this decline.

Repayment of the remaining part of the hybrid core capital
will take place when permission is in place and will entail
a substantial reduction of the bank’s future funding costs
and hence have a favourable impact on the bank’s earnings
and interest margin.

Management believes that the bank has adequate capi-
talisation to withstand the business risks inherent in the
bank’s operations, including potential additional future
impairment writedowns.

Valuation of loans and advances at fair value

The bank’s mortgage deed portfolioisincluded in loans and
advances at fair value, and the valuation is partly based on
non-observable input and therefore to some extent subject
to estimates. The calculation of the fair value of mortgage
deeds is based on a credit model and a market value model
which include parameters such as expected prepayments,
loss rates and interest rate level.

Mortgage deeds in arrears are measured on the basis of the
credit model and any unsecured part is written down if
relevant. The level of credit adjustments and loss rates in
the model are on an ongoing basis held up against the real-
ised credit writedowns with respect to mortgage deeds in
arrears. It is assumed that the mortgage deeds can be sold
in a compulsory sale at the calculated collateral value.
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The market value model used for the valuation of mort-
gage deeds not in arrears comprises a number of assump-
tions relating to return requirement, expected credit
losses and repayments — assumptions basically concern-
ing what a mortgage deed could trade for between two
independent parties. The model revalues the mortgage
deed at a value above the nominal amount of the re-
sidual debt if the mortgage deed coupon is higher than
the discount rate less expected credit losses. This market
value supplement is sensitive to the model assumptions.

The repayment rates included in the market value model
are updated on an ongoing basis to reflect the development
in realised repayments. An increase in repayment rates
would currently have an adverse effect on the market value
supplement. An increase in expected future credit losses
would reduce the value as would also a higher return re-
quirement and/or interest rate level.

Cash resources

To secure adequate cash resources throughout 2013 and
onwards, the bank has worked according to a detailed plan
encompassing reduction of loans, attracting new depos-
its and, on a certain scale, raising of loans with Danmarks

Nationalbank by pledging credit claims as collateral in ac-
cordance with the rules thereon. The implementation of
these activities is progressing according to plan.

On 22 March 2013, the bank repaid just over DKK 1 billion
of government guaranteed bonds, and on 1 July 2013 the
remaining DKK 950 million of the bond issue was repaid.

At 31 December 2013, the bank’s excess liquidity coverage
202%, or DKK 3.0 billion, relative to the statutory mini-
mum requirement.

Management continues to monitor the bank’s liquidity
closely, and it is expected that the excess liquidity coverage
will be reduced further in 2014.

SENSITIVE INFORMATION

We take various types of calculated risk in support of the
long-term business objectives. The most important busi-
ness risks and financial risks are listed in the table below.

The individual risks are described in note 50, Risk manage-
ment, on pages 142 to 149.

DKKm Non-life
Sensitivity information, group

Risk on shareholders’ equity in case of specific events:

Interest rate increase of 1percentage point =3l
Interest rate fall of 1 percentage point -23
Equity price fall of 12% -1
Fall in property prices of 8% -1
Maximum exchange rate loss of 99.5%

probability of 10 days 0
Loss on counterparties of 8% =3
Loss on credit of 8% - 81
Catastrophic events:

- one “100-year event” -235
- two “100-year events” -405

Life Shareholder’s % of Shareholder’s

Bank equity Other Total equity
-89 -11 -131 26 -2.8%
58 12 47 -61 -1.0%
-58 0 -59 -49 -1.3%
-4 0 -5 -10 -0.1%

1 0 1 0 0.0%

0 0 -3 -23 -0.1%
-46 -6 -133 -133 -2.8%
0 0 -235 -220 -5.0%

0 0 - 405 =375 -8.6%

The bank’s interest rate risk for accounting purposes in case of an interest rate movement of 1 of a percentage point

totalled DKK 74 million at 31 December 2013. The bank’s property risk concerns properties held directly.
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NOTE 52 Accounting policies

GENERAL

The consolidated financial statements have been prepared
in accordance with the International Financial Reporting
Standards as approved by the EU. The parent company finan-
cial statements have been prepared in accordance with the
provisions of the Danish Financial Business Act, including the
executive order on financial reports presented by insurance
companies and lateral pension funds. In addition, the finan-
cial statements have been presented in accordance with ad-
ditional Danish disclosure requirements for listed financial
enterprises.

Additional Danish disclosure requirements for annual finan-
cial statements are for the group set out in the Danish Statu-
tory Order on Adoption of IFRS for financial enterprises is-
sued pursuant to the Danish Financial Business Act and by
NASDAQ OMX Copenhagen A/S. For the parent company, the
disclosure requirements are defined in the Danish Financial
Business Act and by NASDAQ OMX Copenhagen A/S.

The annual financial statements are presented in Danish kro-
ner (DKK), which is considered the primary currency of the
group’s activities and the functional currency of the parent
company.

The accounting policies applied in the consolidated financial
statements are described in the following. The accounting
policies of the parent company are described in connection
with the parent company’s financial statements. The ac-
counting policies are unchanged from the policies applied in
the Annual Report 2012, except for the amendment to IAS 19
described below.

IMPLEMENTATION OF NEW AND AMENDED STANDARDS AND
INTERPRETATIONS

The Annual Report 2013 is presented in accordance with the
new and amended standards (IFRS/IAS) and interpretations
(IFRIC) which apply for financial years starting on or after 1
January 2013. The following new or amended standards and
interpretations, which apply to financial years starting on 1
January 2013, have been implemented in the consolidated fi-
nancial statements for 2013:

. IAS 19, Employee benefits. As a result of this amend-
ment, actuarial gains and losses on defined benefit plans
should be recognised in “Other comprehensive income”
as opposed to previously when they were recognised in
“Staff costs and administrative expenses”. The elimina-
tion of the corridor method has had no impact on the
financial statements, as the Alm. Brand Group has not
used this method.

The comparative figures for 2012 have been restated as a re-
sult of the implementation of the amendment to IAS 19. The
restatement increased “Profit for the year” by DKK 10 million
and reduced “Other comprehensive income” by DKK 10 mil-
lion. The restatement had no effect on shareholders’ equity.
The amendment to IAS 19 had no effect on “Profit for the year”
or “Other comprehensive income” for 2013.

. IAS 1, Presentation of financial statements. The
amendment requires that items presented in other
comprehensive income must be broken down on
items which are subsequently recycled to profit and
loss and items which are not recycled.

. IFRS 13, Fair value measurement. The new standard
has resulted in additional disclosures in connection
with fair value measurement, particularly fair values
on level 3 of the fair value hierarchy.

. IFRS 7, Financial instruments: Disclosures. The
amendment has resulted in a requirement for ad-
ditional disclosure of information about offsetting
financial assets and financial liabilities.

. Annual improvements to IFRS 2009-2011. The
amendments of various standards resulting from
IASB’s annual improvements are minor.

Except for the amendment to IAS 19 mentioned, the imple-
mentation of the above amendments and interpretations did
not have any effect on the profit for the year, other compre-
hensive income, total assets or shareholders’ equity.
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STANDARDS AND INTERPRETATIONS NOT YES IN FORCE

At the date of publication of these annual financial state-
ments, the following new or amended standards and inter-
pretations have not yet entered into force and/or been adopt-
ed for use in the EU and are therefore not included in these
annual financial statements:

. IFRS 9, Financial instruments: Classification and meas-
urement (Financial assets) (November 2009). IFRS 9
concerns the accounting treatment of financial assets in
relation to classification and measurement. Pursuant to
IFRS 9, the “held-to-maturity” and “available-for-sale”
categories are eliminated. A new optional category is de-
fined for equity instruments which are not held for sale
and which at initial recognition are classified in the cate-
gory “fair value through other comprehensive income”.
In future, financial assets will thus be classified either as
“measured at amortised cost” or “measured at fair value
through profit or loss” or — in case of qualifying equity
instruments — as “measured at fair value through other
comprehensive income”. The standard is not expected
to come into force until at the earliest for financial years
starting on or after 1 January 201 7. The standard has not
yet been adopted for use in the EU.

. IFRS 9, Financial instruments: Classification and meas-
urement (Financial liabilities) (October 2010). The
amendment to IFRS 9 adds provisions on the classi-
fication and measurement of financial liabilities and
derecognition. The majority of the provisions of IAS 39
on recognition and measurement of financial liabilities
are unchanged in IFRS 9. However, IFRS does introduce
the following amendments:

+  The exemption in IAS 39 providing that derivative
financial instruments related to unquoted assets
may in some cases be measured at cost is
eliminated. According to IFRS 9, all derivative fi-
nancial instruments must be measured at fair
value.

. Under IFRS 9, when a company elects to measure
financial liabilities at fair value (fair value option)
the portion of the fair value adjustment for the pe
riod attributable to changes in the company’s own
credit rating should be presented in other compre
hensive income.
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The derecognition provisions of IAS 39 are unchanged in IFRS
9.IFRS 9. The standard is not expected to come into force un-
til at the earliest for financial years starting on or after 1 Janu-
ary 2017. The standard has not yet been adopted for use in the
EU.

. IFRS 10, Consolidated Financial Statements (May 2011).
IFRS 10 specifies the principles for consolidation of an
entity. The standard supersedes the sections on con-
solidation in IAS 27, Consolidated and Separate Finan-
cial Statements. In certain areas, this standard provides
significantly more guidance with a view to establishing
whether an investor controls an investee. IFRS 10 deter-
mines that an investor controls an investee if and only if
the investor has all of the following elements:

«  power over the investee

+  exposure, or rights, to variable returns from its in
volvement with the investee

+  theability to use its power over the investee to af
fect the amount of the investor’s return.

The standard comes into force for financial years starting on
orafter 1 January 2014. The standard has been adopted for use
in the EU.

. IFRS 11, Joint Arrangements (May 2011). IFRS 11 con-
cerns the accounting treatment of joint ventures. Pro-
portional consolidation in the consolidated financial
statements is no longer allowed, as joint ventures are to
be recognised using the equity method in future. The
standard comes into force for financial years starting on
or after 1 January 201 4. The standard has been adopted
for use in the EU.

- IFRS 12, Disclosure of Interests in Other Entities (May
2011). IFRS 12 specifies disclosure requirements for
consolidated and unconsolidated entities, joint ventures
and associates. The objective of IFRS 12 is to require the
disclosure of information that enables users of financial
statements to evaluate the basis of control, any restric-
tions concerning consolidated assets and liabilities, risks
associated with interests in unconsolidated entities and
the involvement of non-controlling interests in the ac-
tivities of consolidated entities. The standard comes into
force for financial years starting on or after 1 January
201 4. The standard has been adopted for use in the EU.
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- IAS 27, Consolidated and separate financial statements
(May 2011). This amendment is a consequence of the
adoption of IFRS 10. The amendment comes into force
for financial years starting on or after 1 January 2014.
The standard has been adopted for use in the EU.

- IAS 28, Investments in associates and joint ventures
(May 2011). This amendment is a consequence of the
adoption of IFRS 10-12. The amendment comes into
force for financial years starting on or after 1 January
2014. The standard has been adopted for use in the EU.

. IAS 32, Financial Instruments: Presentation (December
2011). The amendment clarifies the criteria for offsetting
of financial assets and financial liabilities. The amend-
ment comes into force for financial years starting on or
after 1 January 201 4. The standard has been adopted for
use in the EU.

. IAS 36, Impairment of assets (May 201 3). The amend-
ment clarifies the disclosure requirements with respect
to impairment of assets etc. and narrows the disclosure
requirement with respect to the recoverable amount.
The amendment comes into force for financial years
starting on or after 1 January 2014. The standard has
been adopted for use in the EU.

- IAS 39, Financial instruments: Recognition and meas-
urement (June 201 3). The amendment means that a re-
placement of a counterparty with respect to a hedging
instrument should not be considered expiration or ter-
mination of the hedging instrument, which would also
result in the discontinuance of hedge accounting if cer-
tain criteria are met. The amendment comes into force
for financial years starting on or after 1 January 2014.
The standard has been adopted for use in the EU.

- IAS 19, Employee benefits (November 2013). The
amendment simplifies the treatment of contributions
from employees or a third party which are not depend-
ent on the length of service. The amendment comes into
force for financial years starting on or after 1 July 2014.
The standard has not been adopted for use in the EU.

»  Annual improvements to IFRS 2010-12 (December
2013). The amendments of various standards result-
ing from IASB’s annual improvements are minor. The
amendment comes into force for financial years start-
ing on or after 1 July 2014. The standard has not been
adopted for use in the EU.

+  Annual improvements to IFRS 2011-13 (December
2013). The amendments of various standards result-
ing from IASB’s annual improvements are minor. The
amendment comes into force for financial years start-
ing on or after 1 July 2014. The standard has not been
adopted for use in the EU.

» IFRIC 21, Levies (May 2013). This interpretation pro-
vides guidance on when and how to recognise a liability
for a levy imposed by a government arising from par-
ticipation on a specific market. The amendment comes
into force for financial years starting on or after 1 Janu-
ary 201 4. The standard has not been adopted for use in
the EU.

Management believes that the implementation of the above
standards, amended standards and interpretations, except
for the implementation of IFRS 9, the effect of which has not
been investigated in connection with the preparation of the
annual report, will only have a minor impact on the annual
report.

BASIS OF CONSOLIDATION

The consolidated financial statements comprise the par-
ent company and subsidiaries in which the parent company
holds the majority of the voting rights or otherwise holds a
controlling interest. Companies in which the group holds be-
tween 20% and 50% of the voting rights or otherwise exercis-
es a significant but not a controlling influence are considered
associates.

The consolidated financial statements have been prepared by
consolidating items of a uniform nature in the income state-
ments and balance sheets of each company. Intercompany
income, expenses, intra-group accounts, shareholdings and
gains and losses on transactions between the consolidated
enterprises are eliminated.
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NOTE 52 Accounting policies - continued

The financial statements of subsidiary undertakings that pre-
sent annual reports under other jurisdictions have been re-
stated to the accounting policies applied by the group.

In the preparation of the consolidated financial statements,
accounting items of subsidiaries are fully recognised, regard-
less of the percentage of ownership. The proportionate shares
of the results and equity of subsidiary undertakings attribut-
able to minority interests are recognised as separate items in
the income statement and the balance sheet.

The consolidated financial statements of Alm. Brand A/S are
included in the consolidated financial statements of Alm.
Brand af 1792 fmba, Copenhagen.

INTRA-GROUP TRANSACTIONS

Intra-group services are settled on market terms or on a cost
recovery basis. Intra-group accounts carry interest on market
terms. Intra-group transactions in securities and other assets
are settled at market prices.

FOREIGN CURRENCY

Assets and liabilities denominated in foreign currency are
recognised at the rate of exchange published by Danmarks
Nationalbank at the balance sheet date. Income and expenses
denominated in foreign currency are recognised at the rates
of exchange ruling at the transaction date. Exchange gains
and losses are recognised in the income statement.

GENERAL RECOGNITION AND MEASUREMENT POLICIES
Assets are recognised in the balance sheet when, due to a
previous event, it is probable that future economic benefits
will flow to the group and the value of the asset can be reli-
ably measured. Liabilities are recognised in the balance sheet
when, due to a previous event, it is probable that future eco-
nomic benefits will flow from the group and the value of the
liability can be reliably measured.

On initial recognition, assets and liabilities are measured at
cost. Subsequently, assets and liabilities are measured as de-
scribed below in respect of each individual item.

Income is recognised in the income statement as earned,
whereas costs are recognised by the amounts attributable to
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the financial year. Value adjustments of financial assets and
liabilities are recorded in the income statement unless other-
wise described in the accounting policies.

Recognition and measurement take into account predictable
losses and risks occurring before the presentation of the an-
nual report and which confirm or invalidate conditions exist-
ing at the balance sheet date.

In connection with the acquisition or sale of financial assets
and liabilities, the settlement date is used as the recognition
date. Changes to the value of the asset acquired or sold during
the period from the transaction date to the settlement date
are recognised as a financial asset or a financial liability. If
the acquired item is measured at cost or amortised cost after
initial recognition, any value changes during the period from
the transaction date to the settlement date are not recognised.

Certain financial assets and liabilities are measured at am-
ortised cost, implying the recognition of a constant effective
rate of interest to maturity. Amortised cost is stated as origi-
nal cost less any principal payments and plus or minus the ac-
cumulated amortisation of any difference between cost and
the nominal amount. This method allocates capital gains and
losses over the term to maturity.

BALANCE SHEET

Intangible assets

Software

Software is measured at the lower of cost less accumulated
amortisation and impairment and the recoverable amount.
Software is amortised on a straight-line basis over an expect-
ed useful life not exceeding five years.

In determining cost, all costs directly attributable to the de-
velopment of the software and that will probably generate
economic benefits for the group are recognised. All other
costs are expensed as incurred. Amortisation and impair-
ment are recognised as administrative expenses.

Land and buildings

Land and buildings owned by the group are classified as ei-
ther investment properties or owner-occupied properties.
Owner-occupied properties comprise properties which Alm.
Brand generally uses for administrative purposes. Other
properties are classified as investment properties.



NOTE 52 Accounting policies - continued

The fair value of land and buildings is assessed in-house on
an annual basis.

Investment properties

Investment properties are measured at a fair value calcu-
lated in accordance with the guidelines issued by the Danish
Financial Supervisory Authority. The fair value is calculated
on the basis of the yield method, which involves a valua-
tion of each individual property on the basis of an expected
normal operating budget and a rate of return. The calculated
value is adjusted for short-term circumstances which change
the earnings of the property. The adjusted calculated value
corresponds to the fair value.

Adjustments of the value of investment properties are recog-
nised in the income statement in the financial year when the
change occurred.

Owner-occupied properties

Owner-occupied properties are measured at a revalued
amount corresponding to the fair value at the revaluation
date less accumulated depreciation and value adjustments.
The fair value is calculated on the basis of the Danish Finan-
cial Supervisory Authority’s guidelines on the yield method,
which involves the measurement of each individual property
on the basis of an expected normal operating budget and a
rate of return. The calculated value is adjusted for short-term
circumstances which change the earnings of the property.
The adjusted calculated value corresponds to the fair value.

Owner-occupied properties are depreciated on a straight-line
basis over the expected useful lives of the properties, which
are estimated to be 60 years. Depreciation is calculated with
due consideration to the expected residual value and is rec-
ognised in the income statement under administrative ex-
penses.

Revaluations with the addition or deduction of the tax effect,
including properties classified as owner-occupied properties,
are made through other comprehensive income and tied in
revaluation reserves. If a revaluation can no longer be main-
tained, it is reversed. Writedowns that do not offset previous
revaluations are made in the income statement.

The part of the revaluations that can be attributed to insur-
ance contracts with bonus entitlement is subsequently trans-
ferred to collective bonus potential in accordance with the
contribution rules filed.

The yield method

The operating budget recognises rental income from full let-
ting, as any rent for vacant premises or other lack of rental
income is offset against the estimated value. Accordingly,
the operating budget recognises normal maintenance of the
property. Any major anticipated renovation work, restoration
work or repair is offset against the estimated value.

The rate of return is determined based on current market
conditions for the type of property taking into account the
state of repair, location, use, leases etc.

Investments in associates

Investments in associates are recognised and measured in
the consolidated financial statements according to the equity
method, which means that the investments are measured at
the parent company’s proportionate share of the company’s
net asset value at the balance sheet date, calculated according
to the group’s accounting policies.

Reinsurers’ share from insurance contracts

The reinsurers’ share of the technical provisions is calculated
as the amounts expected to be received from reinsurance
companies under the applicable reinsurance contracts.

The group regularly assesses its reinsurance assets for impair-
ment. If there is a clear indication of impairment, the carry-
ing amount of the asset is written down.

Operating equipment

Operating equipment is measured at cost less accumulated
depreciation and impairment. Depreciation is provided on a
straight-line basis over the estimated useful lives of the assets
taking into account the expected residual value. The expect-
ed useful lives are assessed to be:

Cars S years
Furniture and equipment  3-5 years
Computers 3-5 years

Alm. Brand Annual Report 2013 157

notes
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Cost comprises acquisition cost and directly attributable
costs.

Leasehold improvements are capitalised and amortised over
their estimated useful lives, up to five years, taking into ac-
count the expected residual value.

Investment assets

Investment assets comprise financial assets measured at fair
value. The classification depends on the purpose for which
the investments were acquired. Management determines the
classification of its investments on initial recognition and re-
evaluates this at every reporting date.

Investment assets are measured at fair value on initial and
subsequent recognition. The determination of fair value and
the classification of value adjustments of financial instru-
ments in the financial statements depend on whether the in-
struments are part of the group’s trading portfolio. Generally,
the group’s financial instruments form part of the trading
portfolio, not including unlisted shares and part of the port-
folio of mortgage deeds.

Financial instruments included in the trading portfolio are
measured at fair value, and value adjustments are taken to
the income statement. Listed financial assets are measured
at fair value based on the closing price at the balance sheet
date, or, in the absence of a closing price, another public price
deemed to be most similar thereto.

For financial instruments not included in the trading port-
folio it is assessed whether the fair value can be determined
reliably.

For the majority of the unlisted shares and parts of the port-
folio of mortgage deeds, it is assessed that the fair values can
be measured sufficiently reliably using recognised valuation
methods. These assets are on this basis measured at fair value
and value adjustments are taken to the income statement.
The unlisted shares for which it is assessed that the fair value
cannot be determined sufficiently reliably are measured at
cost less any impairment. For unlisted assets that are man-
aged by external fund managers, these calculate an estimated
market value based on the estimated present value of expect-
ed future cash flows.
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The measurement of financial instruments at fair value is
consistent with the group’s internal risk management, which
is based on market exposure of assets and liabilities subject
to risk.

Financial assets are recognised or derecognised at the settle-
ment date.

Realised and unrealised gains and losses arising from changes
in the fair value of the financial assets at fair value through
income are included in the income statement in the period
in which they arise.

Securities sold under agreements to repurchase at a later date
(repo transactions) remain in the balance sheet. Amounts
received are included as amounts owed to the purchaser
and are subject to interest at the agreed rate. Measurement
of securities is unchanged, and both value adjustments and
interest etc. are recognised in the income statement. Securi-
ties purchased under agreements to resell at a later date (re-
verse transactions) are not recognised in the balance sheet.
Amounts paid are recognised as a receivable and are subject
to interest at the agreed rate.

Derivative financial instruments

Derivatives are measured at cost on initial recognition. Sub-
sequently, derivatives are measured at fair value at the bal-
ance sheet date. Changes in fair value are recognised in the
income statement as financial income or expenses.

Loans, advances and receivables

Mortgage deeds are classified as loans, advances and receiva-
bles at fair value through profit or loss, as they are held for
trading. The loans, advances and other receivables involved
must be measured at fair value on initial and subsequent rec-
ognition.

Loans, advances and other receivables at fair value comprises
mortgage deeds measured at fair value on initial and subse-
quent recognition. The fair value is measured using a valu-
ation model which estimates the present value of expected
future cash flows. The valuation is based in part on observable
market data (interest rates) and in part on expected future re-
demption and loss rates.



NOTE 52 Accounting policies - continued

Measurement at fair value is based on a swap yield curve plus
50 basis points and expected repayment rates between 0.5%
and 17.5%, depending on the remaining term to maturity, and
expected loss rates in the 0.75%-4.25% range, depending on
property type and loan-to-value ratios. The valuation tech-
nique is in accordance with generally recognised methods of
pricing financial instruments.

Other loans and advances and other receivables are meas-
ured at amortised cost. On initial recognition, the portfolio
is measured at fair value plus transaction costs less fees and
commissions received that are directly related to the acquisi-
tion or issue of the financial instrument. On subsequent rec-
ognition, such loans, advances and other receivables will be
adjusted to amortised cost on a current basis.

An ongoing evaluation takes place to detect any objective
evidence of impairment of the company’s loans, advances
and other receivables determined at amortised cost. If there
is any objective evidence of impairment, the need to write
down the loan, advance or receivable is assessed. Any impair-
ment losses are calculated based on the difference between
the carrying amount before the impairment and the present
value of expected future payments from the loan, advance or
receivable if it is deemed that the debtor is able to make pay-
ments in addition to cash flows from the assets provided as
collateral for the loan. However, a realisation principle is used
if the debtor is not deemed to be able to make payments in
addition to cash flows form the assets provided as collateral
for the loan.

Collective impairment charges

Loans, advances and receivables that are not written down
individually are subject to a collective assessment of whether
thereis any indication of impairment for the group as a whole.
A collective assessment involves groups of loans, advances
and receivables with uniform credit risk characteristics.

The collective assessment is based on a segmentation model
developed by the Association of Local Banks in Denmark,
which is responsible for the ongoing maintenance and devel-
opment of the model. The segmentation model determines
the correlation in the individual groups between actual losses
and a number of significant explanatory macroeconomic var-
iables by way of a linear regression analysis. The explanatory
macroeconomic variables include unemployment, housing
prices, interest rates, number of bankruptcies/forced sales,
ete.

The macroeconomic segmentation model is generally calcu-
lated on the basis of loss data for the entire banking sector.
The bank has therefore assessed whether the model esti-
mates need to be adapted to the bank’s portfolio of loans and
advances.

This assessment has entailed an adjustment of the model es-
timates to the bank’s own circumstances, and these adjusted
estimates form the basis of the calculation of collective im-
pairment charges. An estimate has been calculated for each
individual group of loans, advances and receivables, which
expresses the percentage impairment of the specific group of
loans, advances and receivables at the balance sheet date. The
individual loans and advances’ impact on the group impair-
ment is calculated by comparing the original risk of loss of
the individual loans and advances with the risk of loss of the
loans and advances at the beginning of the current reporting
period. The impairment is calculated as the difference be-
tween the carrying amount and the discounted value of the
expected future payments.

The model-based calculation of collective impairment charg-
es is supplemented by a management estimate where man-
agement finds that there are factors which the model does
not sufficiently take into account.

The management estimate hence reflects the effect of expec-
tations for the development in credit risk in selected seg-
ments.

Balances due from credit institutions

Balances due from credit institutions are measured at fair val-
ue on initial recognition and subsequently at amortised cost
and comprise all receivables from credit institutions and cen-
tral banks, including receivables in connection with genuine
purchase and resale transactions.

Cash in hand and balances at call
Cash in hand and balances at call are measured at fair value
on initial recognition and subsequently at amortised cost.

Contingency funds

The contingency funds can only be used for the benefit of
policyholders. Contingency fund 2 is moreover subject to the
restriction that it can only be used when permission has been
obtained from the Danish Financial Supervisory Authority.

Deferred tax has been provided on the group’s contingency
funds.
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Dividends

Dividends are recognised as a liability in the financial state-
ments at the time of adoption by the shareholders at the an-
nual general meeting. Proposed dividends in respect of the
financial year are stated as a separate line item in the notes
relating to shareholders’ equity.

Treasury shares
Purchases and sales of treasury shares are recognised as a
change in shareholders’ equity under other reserves.

Share options

The fair value at the time of grant is recognised as a staff cost
in the income statement and set off against equity. The fair
value is measured using the Black & Scholes model and oth-
erwise in accordance with IFRS 2 on share-based payment.

The options are settled by means of treasury shares. When
the options are exercised, the strike price received is taken to
equity.

Subordinated debt

Subordinated debt comprises liabilities which, in the case of
liquidation or bankruptcy and pursuant to the loan condi-
tions, cannot be settled until any other creditor claims have
been honoured. Subordinated debt is recognised at fair val-
ue, equalling the payment received less directly attributable
costs incurred. Subsequently, subordinated debt is measured
at amortised cost using the effective interest method.

Issued bonds at amortised cost

Issued bonds at amortised cost are recognised at fair value,
equalling the payment received less directly attributable
costs incurred. Subsequently, issued bonds are measured at
amortised cost using the effective interest method.

Provisions for insurance contracts

Unearned premium provisions and outstanding claims pro-
visions are measured at their discounted value if such dis-
counting materially affects the size of the provisions. The
discount rate applied is the government bond-adjusted and
maturity-dependent discount rate announced by the Danish
Financial Supervisory Authority for the duration in question.
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Unearned premium provisions

Unearned premium provisions are measured as the best es-
timate of future claims for the part of the insurance period
not yet run off, including all direct and indirect administra-
tive and claims-handling expenses. Unearned premium pro-
visions will, however, as a minimum correspond to an accrual
of the premiums collected. Unearned premium provisions on
change of ownership policies are discounted.

Unearned premium provisions relating to health and person-
al accident insurance are made up according to market value
principles. They are calculated as the difference between the
present value of the company’s liabilities in respect of health
and personal accident policies and the present value of the
premiums to be paid by policyholders in the future using a
best estimate of insurance risk, costs incurred in managing
insurance and claims handling and the rate of return obtain-
able in the market. The provisions are calculated based on an
assumption of a lower mortality and disability than in the
company’s calculation basis for new contracts. The reduction
is estimated based on the company’s historical claims ratios
on mortality and disability, respectively, and costs relative to
the assumptions in the calculation basis for new contracts.
The actuary regularly assesses whether the assumptions used
to determine the market value calculation basis still apply to
the company’s portfolio.

Life insurance provisions

Life insurance provisions are calculated at market value based
on an expected cash flow discounted using the government
bond-adjusted yield curve announced by the Danish Finan-
cial Supervisory Authority. The market value expectations
include a risk premium, corresponding to the risk of fluctua-
tions in the amount and time of payment of guaranteed ben-
efits. The actuary regularly assesses whether the assumptions
used to determine the market value calculation basis still ap-
ply to the company’s portfolio.

The expected future insurance benefits are estimated based
on projections of mortality and disability. These are estimat-
ed based on the company’s historical claims ratios on mortal-
ity and disability, respectively, and actual costs relative to the
assumptions in the calculation basis for new contracts.
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Life insurance provisions are divided into provisions for
guaranteed benefits, bonus potential on future premiums
and bonus potential on paid-up policy benefits.

Life insurance provisions are calculated at market value,
based on individual calculations for each policy. Also, bo-
nuses earned but not yet added to the individual policies are
added to the provisions. For amounts exempt from tax on
pension returns, a discount rate without deduction of tax on
pension returns is used.

The provisions are generally calculated based on an assump-
tion of a lower mortality and disability than in the company’s
calculation basis for new contracts. The reduction is estimat-
ed on the basis of an empirical analysis of the company’s in-
surance portfolio.

Provisions for the guaranteed benefits comprise obligations
to pay benefits guaranteed to the policyholder. Provisions for
guaranteed benefits are calculated as the difference between
the present value of the benefits guaranteed by the insurance
policy and the present value of the expected future insurance
administration costs less the present value of the agreed fu-
ture premiums. The provision includes an estimated amount
in cover of future benefits resulting from already incurred
claims and an estimated amount for claims incurred but not
reported. The guaranteed benefits are calculated with the ad-
dition of a premium, ensuring that as a minimum a value cor-
responding to the guaranteed surrender value is provided.

The bonus potential on future premiums comprises obliga-
tions to pay a bonus concerning premiums agreed but not yet
due. For the portfolio of insurance with bonus entitlement,
the bonus potential on future premiums is calculated as the
difference between the value of the guaranteed paid-up poli-
cy benefits and the value of guaranteed benefits. Guaranteed
paid-up policy benefits are benefits guaranteed under the in-
surance if the policy is converted into a paid-up policy. The
value of the guaranteed paid-up policy benefits is calculated
as the present value of the guaranteed paid-up policy benefits
plus the present value of the expected future administrative
costs associated with the paid-up policies. Whether the bo-
nus potential on future premiums is to be strengthened is de-
termined individually for each calculation basis.

The bonus potential on paid-up policies includes obligations
to pay bonuses concerning premiums etc. already due. The
bonus potential on paid-up policies is calculated as the value
of policyholders’ savings less provisions for guaranteed ben-
efits and the bonus potential on future premiums. Whether
the bonus potential on future premiums is to be strength-
ened is determined individually for each policy.

Outstanding claims provisions

Outstanding claims provisions comprise the amounts pro-
vided at the end of the year against claims reported but not
settled as well as amounts for claims incurred but not re-
ported. They are generally estimated using statistical meth-
ods based on the payment history and the development in
case reserves. For workers’ compensation, a separate model
has been introduced which is mainly based on rulings and
case officer assessments of individual claims. Furthermore,
the company makes a provision for future revisions of settled
and unsettled claims and a provision for reopened and future
delayed claims. Other factors affecting the necessary level
of outstanding claims provisions include changes in legal
practice, internal processes, inflation and singular, extreme
claims.

The outstanding claims provisions also include amounts to
cover direct and indirect costs considered necessary in con-
nection with settling the claims obligations. The estimate
of the provision is based on the direct and indirect costs in-
curred during a normal claims year on the establishment of
new claims and the processing and settlement of old claims.
Included in the calculations is the ratio of claims paid and the
outstanding claims provisions at year end, including claims
incurred but not reported.

The cash flow regarding payment of provisions for the past
ten claims years is estimated for all lines and discounted us-
ing the new government bond-adjusted yield curve of the
Danish Financial Supervisory Authority. In workers’ com-
pensation, provisions relating to claims years more than ten
years back are also discounted.

For all lines except workers” compensation, the future infla-
tion rate is estimated and recognised implicitly in the provi-
sion models. The future inflation rate forecast used in the cal-
culation of provisions in relation to workers’ compensation
consists of an inflation element and a real wage element.
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Several assumptions and estimates underlying the calculation
of the provisions for claims are mutually dependent. Howev-
er, the most important interdependence is that between the
assumption of inflation and interest rates, although the effect
of changes in the inflation rate assumption will not affect the
calculation of the outstanding claims provisions as effectively
as changes to the discount rate.

Provisions for claims relating to health and personal accident
insurance are calculated at the present value of expected fu-
ture payments. The outstanding claims provisions relating to
health and personal accident insurance also include amounts
to cover direct and indirect costs considered necessary in
connection with settling the claims obligations. For reported
claims, an individual assessment is made of the date of pay-
ment. The costs are estimated on the basis of the average du-
ration of established claims payments and an assessment of
the annual costs incurred in handling claims.

The provisions for current disablement benefits are deter-
mined individually, and an assessment of the duration of the
benefits is made for each policy. To the determined provision
is added a premium reflecting the risk of an extension of the
expected duration, for example as a result of new health in-
formation. The premium is assessed regularly based on em-
pirical experience.

Collective bonus potential

Collective bonus potential comprises obligations to pay a bo-
nus in addition to the bonus amounts added to the life insur-
ance provisions. The amount is not allocated to individual
policyholders.

Liability adequacy test

The outstanding claims provisions are calculated according
to actuarial methods and with a view to avoiding run-offloss-
es as well as run-off gains. At the calculation date, the provi-
sions thus represent the best estimate of future claims for the
current and previous claims years. The outstanding claims
provisions are calculated on a monthly basis, and the level is
therefore assessed to be adequate at all times.

The provision will be discounted if such discounting has a
material impact on the size of the liability.
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Long-term employee obligations

Provisions for pensions and similar obligations comprise ju-
bilee benefits, etc. to employees, notwithstanding that the
future benefit is subject to the individual being employed by
the company at the time of the benefit. The value of the future
benefits is recognised as the present value of the benefits ex-
pected to be paid based on a best estimate.

Current costs in respect of pensions etc. for the group’s em-
ployees are treated as defined contribution plans. For defined
contribution plans, the group pays fixed contributions and
has no obligation to pay any further contributions. The obli-
gations are fully funded.

Other financial liabilities

Other financial liabilities are measured at fair value on initial
recognition. The liabilities are subsequently measured at am-
ortised cost.

Deposits with ceding companies comprise amounts received
which are kept to cover the insurance liabilities of other in-
surance companies towards the group’s reinsurance compa-
nies.

Deposits for financial reinsurance comprise premiums re-
ceived less deductions for claims paid equivalent to the com-
pany’s liabilities pursuant to contracts made.

Deposits

Deposits are recognised at amortised cost and comprise all
deposits, including obligations in connection with genuine
sale and repurchase transactions with counterparties which
are not credit institutions or central banks and customers’
receivable margins in connection with futures and option
transactions if the customer is not a credit institution.

Payables to credit institutions and central banks

Payables to credit institutions and central banks are meas-
ured at amortised cost and comprise, among other things,
obligations in connection with genuine sale and repurchase
transactions with counterparties which are credit institu-
tions or central banks and receivable margins in connection
with futures and option transactions if the customer is a
credit institution.



NOTE 52 Accounting policies - continued

INCOME STATEMENT

Premium income

Gross premiums comprise premiums due relating to insur-
ance and contracts where the risk period commenced before
the end of the financial year.

Premium income, net of reinsurance, is the gross premiums
for the year adjusted for movements in unearned premium
provisions and less reinsurers’ share. The part of the change
in unearned premium provisions which can be ascribed to
discounting is transferred to interest expenses, etc. The part
of the change in unearned premium provisions which can be
ascribed to a change in the discount rate applied after infla-
tion is transferred to market value adjustments.

Premiums relating to life insurance comprise premiums due
during the year and single premiums less labour market con-
tribution.

Interest income, etc.
Interest income and dividends, etc. includes dividends re-
ceived and interest earned during the financial year.

The item also includes interest-like fees and commissions
that are an integral part of the effective rate of interest on fi-
nancial assets measured at amortised cost. Finally, the item
recognises the part of the change in unearned premium
provisions and outstanding claims provisions that can be as-
cribed to discounting.

Fee income, etc.

Fees, etc. are accrued over the lifetime of the transactions and
recognised in the income statement at the amounts relating
to the accounting period.

Other income from investment activities
The item includes the operating profit on investment prop-
erty after deduction of related administrative expenses.

Other income
Income derived from activities that cannot be ascribed to the
group’s principal activities is recognised under other income.

Claims incurred
Claims incurred include claims paid during the insurance
year adjusted for movements in claims provisions corre-

sponding to known and anticipated claims relating to the
year.

Amounts to cover expenses for surveying and assessment
and other direct or indirect staff administration costs, etc. as-
sociated with claims handling are included in the item. In ad-
dition, the item includes run-off results regarding previous
years.

The group’s indirect costs relating to the handling of claims
are distributed between claims expenses and administrative
expenses using allocation keys based on estimated resource
application.

The part of the change in outstanding claims provisions
which can be ascribed to discounting is transferred to interest
expenses, etc. The part of the change in outstanding claims
provisions which can be ascribed to a change in the discount
rate applied after inflation is transferred to market value ad-
justments.

Alm. Brand has entered into swap agreements to partially
hedge provisions for workers’ compensation against changes
in the future wage index, assuming a continued stable growth
in the real value of claims paid. The value adjustment of these
swaps is included in claims incurred.

Claims and benefits relating to life insurance comprise ben-
efits due during the year, amounts paid for repurchases and
bonus amounts paid in cash.

Other expenses from investment activities

The item includes amounts associated with the management
of investment assets. Brokerage and commission relating to
the purchase and sale of securities is recognised under mar-
ket value adjustments.

Impairment of loans, advances and receivables, etc.
Impairment of loans, advances and receivables comprises im-
pairment of loans, advances and receivables on which there
is an objective evidence of impairment and provisions for
guarantees. The item also includes value adjustment of assets
temporarily acquired in connection with closing commit-
ments.

Acquisition costs and administrative expenses
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The part of the insurance operation expenses that can be as-
cribed to acquisition and renewal of the insurance portfolio
is recognised under acquisition costs. Acquisition costs are
generally charged to the income statement when the insur-
ance takes effect.

Administrative expenses comprise expenses related to man-
aging the company’s activities. Administrative expenses are
accrued to match the financial year.

Operating expenses relating to owner-occupied properties
are recognised in the consolidated income statement under
administrative expenses. Rent concerning the company’s
owner-occupied properties is not recognised in the consoli-
dated income statement, but the expense is included in the
individual segment financial statements.

Other expenses

Expenses associated with activities that cannot be ascribed to
the company’s principal activities are recognised under other
expenses.

Result of ceded business

For reinsurance contracts containing a combination of finan-
cial terms and traditional terms with transfer of risk, the risk
premium is recognised on an accruals basis under premium
income. The accrual is based on the value of the contracts at
the end of the year. Realised losses relating to these contracts
are included in claims after adjustment for movements in fi-
nancial deposits.

Reinsurance premiums ceded and reinsurers’ share received
are accrued and recognised in the income statement accord-
ing to the same principles as those applied for the corre-
sponding items under the gross business.

Changes in ceded business attributable to discounting are
transferred to interest expenses etc. while changes attribut-
able to changes in the discount rate applied are transferred to
value adjustments.

Value adjustments
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Value adjustments include all realised and unrealised gains
and losses on investment assets, except for value adjustment
of subsidiary and associated undertakings and revaluations
of owner-occupied properties.

Tax on pension returns

Tax on pension returns includes the tax levied on returns re-
lating to the group’s life insurance activities, notwithstand-
ing whether the tax is payable now or at a later date.

CURRENT AND DEFERRED TAX
All companies in the group are jointly taxed.

Tax includes tax for the year, comprising income tax payable
for the year, movements in deferred tax and prior-year ad-
justments. Changes in deferred tax resulting from changes in
tax rates are also recognised in this item.

Current tax assets and liabilities are recognised in the balance
sheet at the amount that can be calculated on the basis of the
expected taxable income for the year adjusted for prior years’
tax losses carried forward.

Deferred tax is recognised according to the balance sheet li-
ability method on all temporary differences between the car-
rying amount and tax base of assets and liabilities. Deferred
tax is measured on the basis of the tax regulations and tax
rates that, according to the rules in force at the balance sheet
date, will apply at the time the deferred tax is expected to
crystallise as current tax.

Deferred tax assets, including the tax base of tax losses car-
ried forward, are measured at the amount at which they are
expected to be realised, either as a set-off against tax on fu-
ture income or as a set-off against deferred tax liabilities. At
each balance sheet date, it is reassessed whether it is likely
that there will be sufficient future taxable income for the de-
ferred tax asset to be utilised.

SEGMENT INFORMATION



NOTE 52 Accounting policies - continued

Business segments are the group’s primary segment, while
the geographical segment is the secondary segment because
the group primarily covers the Danish market. The segment
information follows the group’s internal reporting structure,
reflecting a risk allocation on relevant business areas.

More detailed segment information is provided in the man-
agement’s review.

CASH FLOW STATEMENT

The cash flow statement is presented using the direct method
and shows cash flows from operating, investing and financing
activities as well as the group’s cash and cash equivalents at
the beginning and the end of the financial year.

Cash flows from operating activities include the items of the
income statement adjusted for operating items of a non-cash
nature. Realised gains and losses on the sale of tangible assets
or investment assets are included in cash flows from investing
activities.

Cash flows from investing activities include changes in intra-
group accounts and net additions of investment assets, in-
cluding realised gains and losses on the sale of such assets.

Cash flows from financing activities include financing from
shareholders as well as by raising of short-term and long-
term loans.

Cash and cash equivalents comprise cash and demand depos-
its.

Disclaimer

The forecast is based on the interest rate and price levels that prevailed at mid Fe-
bruary 2014. All other forward-looking statements are based exclusively on the
information available when this report was released. This announcement contains
forward-looking statements regarding the company’s expectations for future fi-
nancial developments and results and other statements which are not historical
facts. Such forward-looking statements are based on various assumptions and
expectations which reflect the company’s current views and assumptions, but
which are inherently subject to significant risks and uncertainties, including mat-
ters beyond the company’s control. Actual and future results and developments
may differ materially from those contained or assumed in such statements. Matters
which may affect the future development and results of the group as well as of the
individual business areas include changes in economic conditions in the financial
markets, legislative changes, changes in the competitive environment, in the rein-
surance market and in the property market, unforeseen events, such as extreme
weather conditions or terrorist attacks, bad debts, major changes in the claims ex-
perience, unexpected outcomes of legal proceedings, etc.

The above-mentioned risk factors are not exhaustive. Investors and others who
base their decisions on the information contained in this report should indepen-
dently consider any uncertainties of significance to their decision.

This annual report has been translated from Danish into English. In the event of
any discrepancy between the Danish-language version and the English-language
version, the Danish-language version shall prevail.
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Balance sheet

Parent company

DKKm Note 2013 2012
Assets

Investment in group enterprises 1 4,698 4,384
Loans to group enterprises 0 0
Total investments in group enterprises and associates 4,698 4,384
Equity investments 1 1
Other loans and advances 2 2
Deposits with credit institutions 2 60 225
Cash in hand and balances at call 3 11 11
Total other financial investment assets 74 239
Total investment assets 4,772 4,623
Receiveables from group enterprises 14 11
Other receivables 57 37
Total receivables 71 48
Current tax assets 4 9 17
Deferred tax assets 5 13 17
Total other assets 22 34
Total assets 4,865 4,705

Liabilities and equity

Share capital 1,735 1,735
Other provisions 1,215 1,215
Retained earnings 1,573 1,413
Total shareholders' equity 6 4,523 4,363
Subordinated debt 250 250
Subordinated debt 7 250 250
Deferred tax liabilities 8 40 46
Total provisions 40 46
Payables to group enterprises 3 2
Issued bonds 31 32
Other payables 18 12
Total payables 52 46
Total liabilities and equity 4,865 4,705
Contingent liabilities, guarantees and lease agreements 9

Staff costs 10

Auditors' fees 11

Related parties 12
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balance sheet / income and comprehensive income statement

Income and comprehensive income statement

Parent company

DKKm Note 2013 2012
Income from group enterprises 13 216 319
Interest income and dividends, etc. 14 0 1
Interest expenses 15 -12 -13
Administrative expenses related to investment activities 16 -16 -34
Total return on investments 188 273
Profit/loss before tax 188 273
Tax 17 5 11
Profit/loss for the year 193 284

Proposed allocation of loss:
Retained earnings 193 284

Comprehensive income
Profit/loss for the year 193 284
Comprehensive income 193 284

Proposed allocation of loss:
Retained earnings 193 284

Accounting policies 18
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Statement of changes in equity

Other Share-
Share provi- Retained holders'
DKKm capital sions earnings equity
Shareholders' equity at 1 January 2012 1,735 1,215 1,139 4,089
Changes in shareholders' equity 2012:
Profit/loss for the year 284 284
Comprehensive income 284 284
Purchase and sale of treasury shares -6 -6
Purchase and sale of treasury shares in subsidiaries -7 -7
Share option scheme 3 3
Tax on changes recognised in equity 0 0
Changes in shareholders' equity 274 274
Shareholders' equity at 31 December 2012 1,735 1,215 1,413 4,363
Shareholders' equity at 1 January 2013 1,735 1,215 1,413 4,363
Changes in shareholders' equity 2013:
Profit/loss for the year 193 193
Comprehensive income 193 193
Purchase and sale of treasury shares -42 -42
Purchase and sale of treasury shares in subsidiaries -1 -1
Share option scheme 4 4
Adjustment of tax relating to contingency funds (25% - 22%) 6 6
Tax on changes recognised in equity 0 0
Changes in shareholders' equity 160 160
Shareholders' equity at 31 December 2013 1,735 1,215 1,573 4,523
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Notes

statement of changes in equity / notes

DKKm 2013 2012
Note 1  Investment in group enterprises

Cost beginning of year 7,591 7,291
Additions during the year 900 300
Cost, year-end 8,491 7,591

Revaluation and impairment beginning of year

Dividend received

Profit/loss for the year

Revaluation of owner-occupied properties associates
Revaluation and impairment of treasury shares in subsidiaries

-3,208 -3,020

-800 -500
216 319
0 0
-1 -6

Revaluation and impairment, year-end

-3,793 -3,207

Investment in group enterprises, year-end

4,698 4,384

Specification of carrying amount:
Alm. Brand Bank A/S

Alm. Brand Forsikring A/S
Asgaard Finans A/S

-1,502 -996
-3,195 -3,387

Investment in group enterprises, year-end

-4,698 -4,384

Note 2 Deposits with credit institutions

Fixed-term deposits, eksternal banks 60 225
Deposits with credit institutions, year-end 60 225
Note 3 Cash in hand and balances at call

Deposits held at call, Alm. Brand Bank 3 3
Escrow account, Alm. Brand Bank 8 8
Custody accounts, eksternal banks 0 0
Cash at hand and balances at call, year-end 11 11
Note 4 Current tax assets

Current tax assets beginning of year 17 8
Prior-year tax adjustment 0 -2
Tax paid in respect of prior years -17 -6
Tax on profit/loss for the year 9 17
Current tax year-end 9 17
Note 5 Deferred tax assets

Deferred tax assets beginning of year 17 20
Prior-year tax adjustment 0 1
Change for the year -4 -4
Deferred tax ts, year-end 13 17
Deferred tax on equipment 5 6
Deferred tax on provisions 2 2
Deferred tax on losses carried forward 6

Deferred tax assets, year-end 13 17
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DKKm 2013 2012
Note 6 Shareholders' equity

Share capital beginning of year 1,735 1,735
Share capital, year-end 1,735 1,735
The share capital consists of 173,500,000 shares of DKK 10 each and has been fully paid up.

DKKm 2013 2012 2011 2010 2009
Share capital beginning of year 1,735 1,735 1,735 1,388 1,476
Reduction of capital on 11 November 2010 0 0 0 -1,215 0
Share issue on 30 December 2010 0 0 0 1,562 0
Cancellation of treasury shares 0 0 0 0 -88
Share capital, year end 1,735 1,735 1,735 1,735 1,388
Reference is made to the statement of changes in equity.

DKKm 2013 2012
Solvency

Tier 1 capital after deductions 3,892 3,680
Capital base after decuctions 3,524 3,264
Weighted assets subject to market risks, etc. 3,972 3,579
Total weighted assets 3,972 3,579
Tier 1 capital after deductions as a percentage of total weighted items 98.0% 102.8%
Solvency ratio 88.7% 91.2%
The risk-weighted items have been prepared in accordance with the Danish Financial Business Act.

No. of shares

Reconciliation of the no. of shares (1,000)

Issued shares beginning of year 173,500 173,500
Treasury shares beginning of year -710 -142
No. of shares beginning of year 172,790 173,358
Employee shares issued 0 325
Shares acquired/sold during the year -2,135 -737
Issued shares, year-end 173,500 173,500
Treasury shares, year-end -2,845 -710
No. of shares at year-end 170,655 172,790
Treasury shares

Carrying amount beginning of year 0 0
Value adjustment -42 -7
Acquired during the year 42 12
Sold during the year 0 -5
Carrying amount year-end 0 0
Nominal value beginning of year 7 1
Acquired during the year 21 9
Sold during the year 0 -3
Nominal value, year-end 28 7
Holding (no. of shares) beginning of year 710 142
Acquired during the year 2,135 893
Sold during the year 0 -325
Holding (no. of shares), year-end 2,845 710
Percentage of share capital 1.6% 0.4%
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notes

DKKm 2013 2012

Note 7 Subordinated debt

Floating rate bullet loans maturing 2017.09.07 250 250
Subordinated debt, year-end 250 250
Interest on subordinated debt 11 12
Costs incurred in connection with the raising of the subordinated debt 0

The subordinate loan capital carries a floating rate of interest of 3M CIBOR plus 4.0 percentage points.

Note 8 Deferred tax liabilities
Deferred tax on contingency funds in group enterprises 40 46

Deferred tax, year-end 40 46

The company is liable to pay a possible tax amount in Denmark in respect of recaptured losses in foreign entitles. The liability amounts to a maximum of DKK
316 million.

The amount will fall due for payment if the foreign operations exit from the joint taxations scheme before 2015.

Note 9 Contingent liabilities, guarantees and lease agreements
Guarantee commitments 581 639

Alm. Brand A/S has provided a guarantee to ILU (Institute of London Underwriters) covering contracts written on behalf of the Copenhagen Reinsurance Company
(U.K.) Ltd. (Cop. Re UK Ltd.), Copenhagen Re's UK subsidiary. The guarantee covers insurance contracts relating to Marine Aviation and Transport (MAT) written
through ILU in the period from 3 April 1989 to 1 July 1997. In connection with the divestment of the Copenhagen Re Group in 2009, the buyer has undertaken to
indemnify Alm. Brand A/S against the guarantee commitments.

Alm. Brand A/S has issued a guarantee commitment in respect of Pensionskassen under Aim. Brand af 1792 (pensionsafviklingskasse). Alm. Brand A/S has issued a
commitment to pay any such ordinary and extraordinary contributions as may be determined in the pension scheme regulations or as agreed with the Danish Financial
Supervisory Authority. AIm. Brand af 1792 fmba has undertaken to indemnify the Alm. Brand A/S for any and all costs the company may incur from time to time in
respect of these obligations.

Alm. Brand A/S has made rental agreements for premises with total annual payments of DKK 197 million allocated over a five-year period.
Alm. Brand A/S is jointly and severally liable with the other jointly taxed and jointly registered group companies for the total tax liability.

For Danish tax purposes, the company is taxed jointly with Alm. Brand A/S as administration company. As from 1 July 2012, the company is therefore jointly and seve-
rally liable with the other jointly taxed companies for any obligation to withhold tax on interest, royalties and dividends on behalf of the jointly taxed companies.

Note 10  Staff costs

Salaries and wages 12 12
Pension 2 2
Share-based payment 1 1
Total salaries and wages, pension, etc. 15 15
Average number of employees 3 3
Remuneration to the Board of Directors (DKK '000) 3,493 3,175
Remuneration to the Management Board (DKK '000) 7,938 7,713
Total remunerations 11,431 10,888

Remuneration to the members of the Management Board comprises remuneration to Chief Executive Officer Seren Boe Mortensen. An anniversary bonus was paid in 2012.
paid in 2012.

Alm. Brand has decided to provide all employees of the group, including the Management Board, with defined contribution pension plans. The group's expenses in
relation to the Management Board's pension plans are shown in the above note.

The notice of termination between Alm. Brand and the Management Board is 12 months for either party. If a member of the Management Board is given notice by
Alm. Brand, he is entitled to a severance payment equalling 36 months' salary.

Remuneration to key employees (DKK '000)

Fixed salary 234 248
Pension 33 37
Share-based payment 20 15
Total remuneration to key employees 287 300
No. of key employees 2 2

No bonus was paid to key employees.
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DKKm 2013 2012
Share-based payment
A share option scheme has been established for the senior executives of the Alm. Brand Group, with the exception of the management of Aim. Brand Bank A/S. The
scheme, which can only be exercised by purchasing the relevant shares (equity-based scheme), entitles the holders to purchase a number of shares in Aim. Brand
A/S at a pre-determined price. The options granted vest at the date of grant. The options will lapse if they remain unexercised 50 months after the date of grant.
The share option scheme forms part of the fixed salary and cannot exceed 13% thereof. The time horizon of the scheme is two years. The exercise price is calculated
as a simple average of the market price of Aim. Brand A/S on the fifth, sixth and seventh trading day after release of annual reports or half-year interim reports plus a
10% premium.
Note 11 Audit fees
Deloitte (DKK '000):
Audit 625 625
Tax consultancy 515 479
Non-audit services 110 182
Total audit fees 1,250 1,286
Note 12  Related parties
Related parties comprise:
* Members of the company's Management Board and Board of Directors

and their related family members
« Companies controlled by members of the Management Board of Board of Directors
» Other companies in the Alm. Brand Group
+ Alm. Brand af 1792 fmba, which exercises a controlling influence on the company
Related party transactions:
The Group has intra-group functions that solve joint administrative tasks for the companies of the Group, and in this connection administrative agreements are
in place between the respective Group companies ensuring that the rules on intra-group trancsctions are observed.
Alm. Brand Bank is the Alm. Brand Group's primary banker. This involves the conclusion of a number of agreements between the company and the group's other
enterprises, and a number of transactions are regularly made between the company and the rest of the group. All agreements and transactions between the company
and the bank are made on an arm's length or cost-recovery basis in accordance with applicable legislation for intra-group transactions.
An agreement has been made on interest accruing on accounts between the bank and the other group companies on an arm's length basis.
Other than the above, no material intra-group transactions have taken place.
Note 13 Income from group enterprises
Alm. Brand Bank A/S -392 -391
Alm. Brand Forsikring A/S 608 710
Asgaard Finans A/S 0 0
Total income from group enterprises 216 319
The results are recognised in the following items:
Income from group enterprises 216 319
Total income from group enterprises 216 319
Note 14 Interest income and dividends, etc.
Interest, Alm. Brand Bank 0 1
Other interest 0 0
Total interest income and dividends, etc. 0 1
Note 15 Interest expenses
Interest expenses, group enterprises -15 -15
Other interest expenses 3 2
Total interest expenses -12 -13
Note 16 Administrative expenses related to investment activities
Cost, group enterprises -1 -1
Other costs -15 -33
Total administrative expenses related to investment activities -16 -34
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notes

DKKm 2013 2012
Note 17 Tax

Estimated tax on profit/loss for the year 9 17
Prior-year adjustment 0 -1
Adjustment of deferred tax -4 -5
Total tax 5 11

Effective tax rate

Current tax rate

Adjustment of deferred tax relating to prior years
Adjustment of tax relating to prior years

Tax adjustments

25.0% 25.0%

0.1% 2.9%
-0.1% -2.9%
-6.3% -0.3%

Total effective tax rate

18.7% 24.7%

Note 18 Accounting policies
Generally

The annual report is presented in compliance with the Danish Financial Business Act, including the Executive Order on financial reports presented by insurance
companies and lateral pension funds. In addition, the annual report has been presented in accordance with additional Danish disclosure requirements for the

annual reports of listed financial enterprises.

The consolidated financial statements of Alm. Brand A/S are prepared in accordance with the International Financial Reporting Standards as approved by the EU.
With respect to recognition and measurement, the accounting policies of the parent company Alm. Brand A/S are identical to those described for the group, with

the exception that:

Investments in subsidiaries are recognised and measured at the parent company's share of the subsidiaries' net asset value on the balance sheet date.

The value of Pensionskassen under Alm. Brand A/S is not recognised in the balance sheet but is exclusively disclosed in the notes as a contingent liability.

The accounting policies are unchanged form the policies applied in the Annual Report 2012.
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Financial ratios

Profit before tax x 100
Average shareholders’ equity

Return on equity before tax =

Profit for the year x 100
Average shareholders’ equity

Return on equity after tax =
In the calculation of return on equity, consideration is made for capital increases in the year and any other equity entries to the effect

that such changes are included on a pro rata basis.

Financial ratios, Alm. Brand A/S, parent company

Shareholders’ equity x 100

Net asset value per share =
No. of shares at year-end

Profit for the year after tax x 100
Average no. of shares

Earnings per share =

In the determination of the average number of shares, any stock options and warrants are taken into consideration.

Profit for the year after tax x 100
Average no. of shares

Diluted earnings per share =

Price/NAV _ Share price

Net asset value per share

Financial ratios, Non-life Insurance

Key ratios have been calculated in accordance with the Executive Order on financial reports presented by insurance companies and profession-

specific pension funds:

. . Gross claims incurred x 100
Gross claims ratio =

Gross premium income

Insurance operating expenses x 100

Gross expense ratio = =R
Gross premium income

. . Profit/loss on reinsurance x 100
Net reinsurance ratio =

Gross premium income

(Gross claims expenses + Insurance operating

Combined ratio _ expenses + Profit/loss on reinsurance) x 100

Gross premium income

(Gross claims expenses + Insurance operating
expenses + Profit/loss on reinsurance) x 100

Operating ratio = — Sa—
Gross premium income + Technical interest

Gross premiums is regulated for bonus and premium discounts
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finacial ratios

Key ratios have been calculated in accordance with the Executive Order on financial reports presented by credit institutions and investment companies, etc,:

Financial ratios, banking

. Interest receivable Interest payable
Interest margin = -

Average interest-bearing assets average interest-bearing liabilities
passiver

Impairment ratio for the year = )
Impairment for the year x 100

Loans and advances + guarantees + impairment

Income/cost ratio =
Income

. . . . . Costs
Financial ratios, Life and Pension

Key ratios have been calculated in accordance with the Executive Order on financial reports presented by insurance companies and profes-
sion-specific pension funds.
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Directorships and
special qualifications

Board of Directors

DIRECTORSHIP

Farm owner

Jorgen Hesselbjerg Mikkelsen

Chairman

Born 1954

Member of the Board of Directors since 1994

Chairman of the Boards of Directors of:
Alm. Brand A/S

Alm. Brand Bank A/S

Alm. Brand Fond

Alm. Brand af 1792 fmba

Member of the Boards of Directors of:
Forsikringsselskabet Alm. Brand Liv og Pension A/S
Alm. Brand Forsikring A/S

DIRECTORSHIPS OUTSIDE THE ALM. BRAND GROUP

Chairman of the Boards of Directors of:
Danish Agro Am.b.a

Danish Agro Byggecenter A/S

Danish Agro Shoppen A/S

Danish Agro Finance A/S

Tomrermester Soren Gliese-Mikkelsen A/S

Member of the Boards of Directors of:
DPL Invest A/S (Investeringsselskabet for
Dansk Primeer Landbrug)

Hesselbjerg Agro A/S

Vilomix International Holding A/S

DLA International Holding A/S

Dan Agro Holding A/S

DLA Foods Holding A/S

Managing Director of:
J.H.M. Holding 2010 ApS

Member of the Chairmanship, Landbrug & Fedevarer

SPECIAL QUALIFICATIONS

General management experience

Experience from the Alm. Brand Group’s customer segments
Experience in audit and accounting matters

(particularly in relation to membership of the audit
commitee)

Insight into financial matters

Insight into economic matters
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DIRECTORSHIP

Managing Director

Boris Nergaard Kjeldsen

Deputy chairman

Born 1959

Member of the Board of Directors since 2003

Deputy chairman of the Boards of Directors of:
Alm. Brand A/S

Alm. Brand Bank A/S

Alm. Brand Fond

Alm. Brand af 1792 fmba

Member of the Boards of Directors of:
Forsikringsselskabet Alm. Brand Liv og Pension A/S
Alm. Brand Forsikring A/S

DIRECTORSHIPS OUTSIDE THE ALM. BRAND GROUP

Chairman of the Boards of Directors of:
Breinholt Consulting A/S

Breinholt Invest A/S

DATEA A/S

Kemp & Lauritzen A/S

Sigvald Madsen Holding A/S

Member of the Boards of Directors of:

Benny Johansen & Senner A/S

DAVISTA Komplementarselskab A/S

DAVISTA K/S

Ejendomsforeningen Danmark (Deputy chairman)

Managing Director of:

DADES A/S (adm.dir.)

DAVISTA Komplementarselskab A/S
DAVISTA K/S

SPECIAL QUALIFICATIONS

General management experience

Experience from the Alm. Brand Group’s customer segments
Experience in audit and accounting matters

(particularly in relation to membership of the audit
commitee)

Insight into financial matters

Insight into legal matters

Insight into economic matters



DIRECTORSHIP

Manager

Jan Skytte Pedersen

Born 1956

Member of the Board of Directors since 2010

Member of the Boards of Directors of:

Alm. Brand A/S

Alm. Brand af'1792 fmba

Alm. Brand Fond

Alm. Brand Forsikring A/S

Alm. Brand Bank A/S

Forsikringsselskabet Alm. Brand Liv og Pension A/S

DIRECTORSHIPS OUTSIDE THE ALM. BRAND GROUP

Member of the Boards of Directors of:

Energimidt Holding A.M.B.A.

Energimidt Renewables A/S

Herm. Rasmussen A/S Holding

Herm. Rasmussen A/S

Herm. Rasmussen A/S Malerforretning

Herm. Rasmussen A/S Erhvervsejendomme

K/S Papirfabrikken

Malerfirmaet Fr. Nielsen og Sen, Skanderborg, Aktieselskab
Ringvejens Autolakereri A/S

Silkeborg IF Invest A/S

Gustav Hansen Holding A/S

Gustav Hansen Murer og Entreprenorer A/S

Fast Entreprise A/S

Den Selvejende Institution Silkeborg Fodbold College
EnergiMidt Handel A/S

Michael Serensens Stiftelse

Managing Director of:

Herm. Rasmussen A/S Holding

Herm. Rasmussen A/S

Herm. Rasmussen A/S Malerforretning

Herm. Rasmussen A/S Erhvervsejendomme

Ringvejens Autolakereri A/S

Malerfirmaet Fr. Nielsen og Sen, Skanderborg, Aktieselskab

SPECIAL QUALIFICATIONS

General management experience

Experience from the Alm. Brand Group’s customer segments
Insight into financial matters

Insight into economic matters

directorships and special qualifications

DIRECTORSHIP

Attorney

Henrik Christensen

Born 1950

Member of the Board of Directors since 2010

Member of the Boards of Directors of:
Alm. Brand A/S

Alm. Brand af 1792 fmba

Alm. Brand Fond

DIRECTORSHIPS OUTSIDE THE ALM. BRAND GROUP

Chairman of the Boards of Directors of:
H. Klindt Petersen A/S

Hjallerup Tree og Speerfabrik A/S

O.J. Malerentreprise A/S

T.E. Gruppen A/S

Torben Enggaard Holding A/S

Anelin A/S

Restaurationsselskabet af 1.11.1996 ApS
Rosenkrantz A/S

Member of the Boards of Directors of:
Boulevarden 1Invest ApS

Larsen & Serensen Holding A/S
Musikhuset Jomfru Ane Gade ApS

Managing Director of:
Advokatanpartsselskabet Henrik Christensen
Boulaw 8 ApS

VGH Nr. 277 ApS

Partner:
Fortuna I/S

Liquidator’s duties:
Ejendomsselskabet Hojen ApS

SPECIAL QUALIFICATIONS

General management experience

Experience from the Alm. Brand Group’s customer segments
Insight into legal matters

Insight into economic matters
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DIRECTORSHIP

State-authorised public accountant

Arne Nielsen

Born 1944

Member of the Board of Directors since 2009

Member of the Boards of Directors of*

Alm. Brand A/S

Alm. Brand Bank A/S

Forsikringsselskabet Alm. Brand Liv og Pension A/S
Alm. Brand Forsikring A/S

DIRECTORSHIPS OUTSIDE THE ALM. BRAND GROUP

Managing Director of:
Cartofico Lejlighed 4 P/S

SPECIAL QUALIFICATIONS

General management experience

Experience from the Alm. Brand Group’s customer segments
Experience in audit and accounting matters

(particularly in relation to membership of the audit
commitee)

Insight into financial matters

Insight into economic matters

Insight into legal matters

DIRECTORSHIP

Estate owner

Per Viggo Hasling Frandsen
Born 1952
Member of the Board of Directors since 2009

Member of the Boards of Directors of?:
Alm. Brand A/S

Alm. Brand af 1792 fmba

Alm. Brand Fond

DIRECTORSHIPS OUTSIDE THE ALM. BRAND GROUP

Chairman of the Board of Directors of:
”Sia” Per Frandsen Latvia

SPECIAL QUALIFICATIONS

General management experience

Experience from the Alm. Brand Group’s customer segments
Insight into financial matters

Insight into economic matters
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DIRECTORSHIP

Cand.polit.

Ebbe Castella

Born 1950

Member of the Board of Directors since 2013

Member of the Boards of Directors of:
Alm. Brand A/S
Alm. Brand Bank A/S

SPECIAL QUALIFICATIONS

General management experience

Experience from the Alm. Brand Group’s customer segments
Insight into financial matters

Insight into economic matters

DIRECTORSHIP

Managing Director

Karen Sofie Hansen-Hoeck

Born 1965

Member of the Board of Directors since 2013

Member of the Board of Directors of:
Alm. Brand A/S

DIRECTORSHIPS OUTSIDE THE ALM. BRAND GROUP

Member of the Boards of Directors of:
Plast Team A/S

Mup Ejendomme A/S

Green Food Holding A/S

Sirius Company A/S

Good Food Group A/S

Mup Turkey A/S

Danske Spil A/S

Alfred Pedersen & Son ApS

Softline A/S

Kontrapunkt Group A/S

Fairtrade Meerket Danmark Fonden

Chairman of the Boards of Directors of:
Fooducer A/S
Madkulturen (institution under Fodevareministeriet)

Managing Director of:
Fooducer A/S
Retail Netword ApS

SPECIAL QUALIFICATIONS

General management experience

Experience from the Alm. Brand Group’s customer segments
Experience in audit and accounting matters

Insight into financial matters

Insight into economic matters

Insight into legal matters



DIRECTORSHIP

Staff association chairman

Helle Lasby frederiksen

Employee representative

Born 1962

Member of the Board of Directors since 2010

Member of the Boards of Directors of:
Alm. Brand A/S

Alm. Brand af 1792 fmba

Alm. Brand Fond

Chairman of the Board of Directors of:
Personaleforeningen i Alm. Brand Forsikring A/S

SPECIAL QUALIFICATIONS

Experience from the Alm. Brand Group’s customer segments

DIRECTORSHIP

Business insurance agent

Lars Christiansen

Employee representative

Born 1971

Member of the Board of Directors since 2013

Member of the Boards of Directors of:
Alm. Brand af 1792 fmba

Alm. Brand Fond

Alm. Brand A/S

SPECIAL QUALIFICATIONS

Experience from the Alm. Brand Group’s customer segments

directorships and special qualifications

DIRECTORSHIP

Financial adviser

Susanne Larsen

Employee representative

Born 1964

Member of the Board of Directors since 2006

Member of the Board of Directors of:
Alm. Brand A/S

SPECIAL QUALIFICATIONS

Experience from the Alm. Brand Group’s customer segments
Insight into financial matters

DIRECTORSHIP

Market manager, Commercial

Henning Kaffka

Employee representative

Born 1965

Member of the Board of Directors since 2010

Member of the Boards of Directors of:
Alm. Brand A/S

Alm. Brand af 1792 fmba

Alm. Brand Fond

SPECIAL QUALIFICATIONS

Experience from the Alm. Brand Group’s customer segments
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Management Board

DIRECTORSHIP Member of the Board of Directors of:
Alm. Brand Bank A/S
Chief Executive Officer
Soren Boe Mortensen Chairman appointed by the Management Board of:
Born 1955 Pensionskassen under Alm. Brand A/S
Joined Alm. Brand in 1987
Member of the Management Board since 1998 DIRECTORSHIPS OUTSIDE THE ALM. BRAND GROUP

Chief Executive Officer since December 2001
Chairman of the Board of Directors of:

Chief Executive Officer of: Forsikringsakademiet A/S
Alm. Brand A/S
Alm. Brand af 1 792 fmba Member of the Board of Directors of:

Forsikring & Pension
Chairman of the Boards of Directors of:
Asgaard Finans A/S
Alm. Brand Forsikring A/S
Alm. Brand Praemieservice A/S
Alm. Brand Ejendomsinvest A/S
Alm. Brand Formue A/S
Forsikringsselskabet Alm. Brand Liv og Pension A/S
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management board / group companies

Group companies

Profit/loss Shareholders’ Owner-

for the equity at ship
DKKm year year-end  interest
PARENT COMPANY
Alm. Brand A/S, Kebenhavn Holding 193 4,523
NON-LIFE INSURANCE
Alm. Brand Forsikring A/S, Kebenhavn Insurance 608 3,195 100%
LIFE AND PENSION
Forsikringsselskabet Alm. Brand Liv og Pension A/S, Kebenhavn Insurance 90 1,047 100%
Alm. Brand Ejendomsinvest A/S, Kebenhavn Real property 43 1,389 100%
BANK AND FINANCE
Alm. Brand Bank A/S, Kebenhavn Bank -392 1,503 100%
Alm. Brand Leasing A/S, Kebenhavn Car finance and leasing -17 65 100%
Alm. Brand Formue A/S, Kebenhavn Investment 47 343 43%
The Alm. Brand Bank Group also consists of five wholly-owned
property companies. These four companies owned by Alm. Brand
Bank were established in connection with the take-over of a num-
ber of properties held temporarily.
OTHER ACTIVITIES
Alm. Brand Praemieservice A/S, Kebenhavn Financing 0 1 100%
Asgaard Finans A/S, Kebenhavn Holding 0 1 100%
ASSOCIATED COMPANIES
Nordic Corporate Investments A/S Investment 25%
Hirlap Finans ApS Trade, industry and investment 25%
Cibor Invest Investment 33%

“Ownership interest” indicates Alm. Brand A/S’ direct or indirect
ownership interests.
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