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Cost recommendation 2013 

Summary: We hereby send you an updated version of the cost recommendation 

of the Danish Insurance Association. The recommendation was adopted by 

Board of Directors of the Danish Insurance Association on 24 October 2013 and 

is to be used by the members of the Danish Insurance Association in connection 

with: 

 The display and calculation of the customers' ACK and ACP as well as the part 

elements thereof 

 Completion and audit of method statement and reconciliation form 

 Cost calculators 

 Pension Overview 

 

Display requirements 

First, a new chapter has been added that summarises which cost information the 

companies must be make available to the individual customer in addition to ACK 

and ACP. The contents of the chapter is not new, but were previously written in 

different places in the recommendation. 

 

Investment costs 

The recommendation has been updated with respect to investment costs. 

Accordingly, chapter 6 on investment costs has been extended by a description 

of the various asset categories and related investment costs. At the same time, 

the common cost rates of the pension industry, which are found in chapter 6 and 

in appendix 2, have been updated based on an external validation. 

 

Return on risk 

The recommendation specifies that the companies must calculate and allocate 

the entire shadow account – also the part that may have occurred before the 

cost initiative came into force. 

 

The Board of Directors has adopted a new requirement for the company's 

calculation of amounts that have been repaid from the shadow account to the 

capital base. 
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Audit of ACK and ACP 

The Board of Directors has adopted new documentation requirements for the 

following areas: 

 Binding transition to application of actual costs 

 Reduction of the shadow account. 

The Board of Directors has furthermore decided that, in the future, the 

companies must publish the three most recent versions of the method 

statement, reconciliation form, the company's assurance report and the auditors' 

assurance report. 

 

Cost calculators 

The Board of Directors has decided that the companies must update their cost 

calculators with respect to investment costs after each publication of the method 

statement and the reconciliation form. 

 

The Board of Directors has also decided that it should be clear when the last 

update of the cost calculator was made. 

 

As in previous years, new requirements have been written in red. 
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1. Contents and objective 

This recommendation is an updated version of recommendation LP-84/12. 

 

The recommendation concerns the cost initiative and describes the industry's 

minimum standards applicable to customer-specific cost information, particularly 

ACK and ACP, as well as the audit thereof. Moreover, the recommendation 

comprises the pension overview and cost calculators.  

 

1.1. Objective 

The purpose of the cost initiative is to illustrate to the individual customer what 

costs the customer pays in connection with his or her pension scheme. The costs 

should be illustrated to all customers. 

 

The Pension Overview provides that information about the costs of a customer's 

pension scheme must be made available to the customer once a year. The Board 

of Directors of the Danish Insurance Association has decided how to calculate 

these costs and how to make the information available to each individual 

customer. This is achieved through the customer-specific costs. 

 

Customer-specific costs comprise all costs and other expenses payable by the 

customer in connection with his or her pension scheme, viz.: 

 Total administration costs 

 Total investment costs 

 Payment for security (return on risk and guarantee payment) 

 Broker costs 

 

The total of customer-specific costs must equal customers' total payment of 

costs to the company.  

 

1.2. Scope of recommendation 

The recommendation covers all pension schemes, including additional risk 

covers linked to the pension schemes. However, individual risk covers are not 

covered by the recommendation. 

 

The summary of cover decides the products about which the customer is to 

receive cost information. If the customer's summary of cover also provides 

information about, for instance, group life cover, sickness and accident cover, 

cover for certain critical illnesses and health insurance, cost information about 

these covers must also be provided to the customer. Hence, as a minimum, the 

information must also contain an estimate of the administration costs and 

insurance premiums, respectively, of these covers. In other words, the 

administration costs relating to the linked risk covers are to be included in the 

customer-specific costs. However, the actual risk premium is not. 

 

It does not matter whether the products are non-life insurance products or 

whether the cover or service is provided by a subsidiary or a non-consolidated 

partner. The customer perceives costs and expenses in the same way regardless 

of the technical or organisational structure chosen by the company. The 

intention is also that the requirements of this recommendation do not have any 

influence on the company's technical or organisational choices. This being the 

case, the costs included must in these cases follow the look-through principle; 

see appendix 1. 
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1.3. Reading instructions 

The recommendation is structured as follows. Chapter 2 includes an overview of 

the cost information that must be made available to the individual customer. 

Chapter 3 offers a description of the general calculation principles of the cost 

initiative and a table of the cost elements to be included in customer-specific 

costs, including ACK and ACP. Chapters 4-9 provide elaborate explanations of 

the calculation of the various cost elements. Chapter 10 describes the audit 

model, while chapter 11 offers a description of the Pension Overview. Chapter 

12 describes the requirements applicable to cost calculators. Appendix 1 offers a 

more detailed description of the look-through principle, while appendix 2 lists 

the common cost rates which the companies are generally to use when 

calculating investment costs. Appendix 3 gives examples of a company's 

assurance report and an auditors' assurance report. Appendix 4 contains the 

auditing standard, while appendix 5 gives an example of how to adjust for 

returns and discounts in item 15 in the reconciliation form. Appendix 6 gives an 

example of the Pension Overview. 

 

The Board of Directors has decided on a number of specifications and the 

introduction of new requirements. These are written in red. Other amended 

wordings do not express a change of content, new requirements or the like, but 

are exclusively a modernisation of the language. 
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2. Which information must be made available to the individual 

customer? 

This chapter describes which information the company must provide to the 

individual customer. This is a new chapter compared to the previous versions of 

the recommendation, but the contents are not new. Accordingly, the purpose of 

the chapter is solely to illustrate the information to be made available to the 

individual customer in the customer-specific information. 

 

2.1. ACK and ACP 

First and foremost, the individual customer is to receive information about ACK 

(annual costs in kroner) and ACP (annual costs in percent). ACK and ACP must 

give an overview of all costs in relation to the customer's pension. As a 

minimum, ACK and ACP must appear from the Pension Overview. 

 

Other than ACK and ACP, the individual customer must be informed about the 

different cost elements included in the calculation of ACK and ACP. This means: 

 Total administration costs 

 Cost and risk results 

 Total investment costs 

 Return on risk for the entire capital base 

 Guarantee payments 

 Broker costs (see, however, section 2.1.6). 

 

These cost elements must be shown as separate information to the individual 

customer in the form of an amount in Danish kroner for each cost element. The 

only exemption is broker costs. It is up to the company to decide whether or not 

the customer is to be informed of such broker costs. 

 

The calculation principles for these cost elements are described in chapters 4-9 

as well as table 3.1. 

 

2.1.1. Total administration costs 

As described in section 1.2, this recommendation applies to all pension schemes, 

including additional risk covers. The company must state costs to the individual 

customer broken down into risk premium and administration costs for linked 

sickness and accident covers, group life insurance policies, insurances policies 

for certain critical illnesses and health insurance policies. This applies regardless 

of how small the amounts are. 

 

It is not a requirement that the breakdown into risk premium and administration 

costs is shown for individual covers. Accordingly, it suffices that the pension 

account statement shows the amount of administration costs and risk premiums, 

respectively, for the included covers as one amount. 

 

The calculation principles for the administration costs can be found in chapter 4. 

 

2.1.2. Cost and risk results 

In companies applying cost and risk groups, the individual customer only pays 

the actual costs. The cost and risk results are therefore not shown to the 

customer. 
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Companies not applying cost and risk groups must inform the individual 

customer of the share of the cost and risk profit/loss added to/deducted from 

the insured. The individual customer is not to be informed of the cost and risk 

results if these results are recognised directly in the capital base. 

 

The individual customer must be informed of his or her share of the cost and 

risk results in the form of an amount in Danish kroner. 

 

The recommendation gives companies with a risk profit an option to disregard 

this in the calculation of ACK and ACP. However, the risk profit must be shown 

under any circumstances to the individual customer. 

 

The calculation principles for the cost and risk results can be found in chapter 5. 

 

2.1.3. Total investment costs 

Traditional with profit pension products 

The individual customer must be informed of an amount in Danish kroner 

specifying the amount of his or her total investment costs. 

 

Moreover, all companies must state investment costs at an aggregate level. 

 

The companies complying with the applicable contribution rules are required to 

present investment costs at an aggregate level for the interest rate groups in an 

adjusted version of ”From market return to rate of interest on policyholders' 

savings”. No standard has been prepared in this respect. Reference is made to 

the original version of ”From market return to rate of interest on policyholders' 

savings”, which was prepared pursuant to the former Danish Executive Order on 

Contributions. 

 

The companies that have entered into an agreement disregarding the applicable 

contribution rules must state investment costs at aggregate level in the original 

version of "From market return to rate of interest on policyholders' savings". 

 

Both companies applying and companies not applying contribution groups must 

publish their versions of "From market return to rate of interest on policyholders' 

savings" on their websites. 

 

Market return pension products 

The individual customer must be informed of an individualised amount in Danish 

kroner specifying his or her total investment costs. 

 

It is up to the company to decide whether to present a gross or a net return in 

connection with the presentation of investment costs. 

 

The calculation principles for the investment costs can be found in chapter 6. 

 

2.1.4. Return on risk, including special bonus provisions 

The return on risk in all contribution groups for the entire capital base must be 

presented to the individual customer. This applies regardless of whether the 

return on risk goes to actual equity, special (individual and collective) bonus 

provisions or subordinate loan capital. 
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The individual customer must be informed of an amount in Danish kroner 

summed up across the contribution groups and regardless of the type of capital 

base to which the return on risk is allocated. Accordingly, there is no 

requirement specifying that the return on risk must be categorised based on the 

type of capital base to which it is allocated. 

 

The company decides how to inform its customers of its business model, 

including the customers' ownership role in relation to special bonus provisions, 

etc. 

 

The calculation principles for the return on risk can be found in chapter 7. 

 

2.1.5. Guarantee payments 

The individual customer must be informed of his or her guarantee payments. 

 

The calculation principles for guarantee payments can be found in chapter 0. 

 

2.1.6. Broker costs 

The company may benefit from informing the individual customer of the share of 

charged costs passed on to the broker This is, however, not a requirement. 

 

The calculation principles for broker costs can be found in chapter 9. 
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3. The general calculation principles 

The purpose of the cost initiative is to illustrate to the individual customer what 

costs the customer pays in connection with his or her pension scheme.  This 

means that all costs relating to the customer must be included in the customer-

specific costs in the year in which they are recognised in the financial 

statements. 

 

Finally, the dominant principle is that if a company is in doubt as to whether to 

include a specific cost in customer-specific costs, then it should calculate and 

include it. 

  

To ensure that the companies' different legal and accounting methods do not 

influence the calculation of customer-specific costs, the companies must adhere 

to the look-through principle; see appendix 1. The principle also means that 

allowance is made for the operating expenses relating to activities undertaken 

by other legal entities than the company itself when the legal entity in question 

is responsible for part of the pension company's customer relationships. The 

look-through principle should also be applied in connection with the calculation 

of investment costs. Accordingly, investment costs in funds, subsidiaries, unit 

trusts, etc. are to be calculated according to the look-through principle. 

 

As described in chapter 2, the individual customer is to receive information 

about ACK (annual costs in kroner) and ACP (annual costs in percent). ACK and 

ACP must give an idea of all the costs relating to the customer's pension 

scheme. 

 

Table 3.1 below lists the cost elements to be included in the calculation of ACK 

and ACP. All cost elements are described in more detail in chapters 4-9.  

 

Table 3.1: Cost elements included in the calculation of ACK and ACP 

Cost element Specification 

Total administration costs 

(see chapter 4) 

 The administration costs charged to the 

individual customer as payment for 

administration. 

 Administration costs relating to the 

administration of linked insurance covers 

must be included. 

 Where an expenses and a contingency 

loading is applied, the part included to 

calculate the company's cost result must be 

included. This applies both to companies 

complying with the applicable contributions 

rules and companies having entered into an 

agreement disregarding them1. 

Cost and risk results (see 

chapter 5) 

 Companies having entered into an agreement 

disregarding the applicable contribution rules 

must deduct the cost and risk results. 

 Companies with a risk profit may disregard it 

in the calculation of ACK. 

+ Total investment costs 

(see chapter 6) 

 The investment costs in all tiers of fund-of-

funds structures must be included. 

 The investment costs are reduced by the 
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kickback passed on to the customers. 

 The management fee and any performance 

fee must be included in investment costs. 

 Rent for own owner-occupied property must 

be included in investment costs. 

+ Return on risk for the 

entire capital base (see 

chapter 7) 

 Understood as the actual return on risk for 

the entire capital base in the relevant year, 

including any paid return on risk to special 

individual and collective bonus provisions 

 No deduction must be made for any costs 

covered by the capital base in the relevant 

year in the form of presents or discretionary 

discounts, etc. 

 No deduction must be made for any cover of 

losses by the capital base. 

 Repayment of outlays from the capital base 

in previous years must not be included as a 

cost. 

 The shadow account which has been 

established as a result of previous years' 

insufficient return on risk and interest 

thereon must be included as a cost for 

customers in the year in which the means are 

transferred to the capital base. 

 Unless the company can verify that an 

amount repaid from the shadow account is 

not caused by insufficient return on risk and 

interest thereon, the company must include 

an amount for each repayment from the 

shadow account corresponding to the 

proportionate share of the shadow account 

represented by the insufficient return on risk 

and interest thereon in the customer-specific 

costs. 

+ Guarantee payment (see 

chapter 8) 

 Guarantee payments must be considered a 

cost analogous to the return on risk and 

must therefore be included in customer-

specific costs. This applies whether or not the 

guarantee payment is recognised in the 

capital base.  

 Guarantee payments are defined as 

payments deducted from the customer's 

pension account, buffer or returns. This 

applies whether or not a financial guarantee 

in a market return pension product is 

purchased or part of a customer's assigned 

rate of interest on policyholders' savings in a 

traditional with profit pension product is used 

as payment for a guarantee instead of an 

increase in contribution or the like. 
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+ Broker costs (see 

chapter 9) 

 Amounts agreed by customers as payment 

for broker services and charged and passed 

on to the broker by the company must be 

included in the calculation of ACK and ACP. 

= ACK  

/ End-of-year pension 

account 

 The end-of-year pension account must be 

used regardless of whether the customer has 

only been a customer for part of the year. 

= ACP  

Note: 1 If, e.g., 0.2% is used to cover costs, the 0.2% must be included as administration 

costs. 

 

All the cost elements described in table 3.1. above must also be shown as 

separate cost information for the individual customer; see chapter 2. The only 

exemption is broker costs. It is up to the company to decide whether or not the 

customer is to be informed of such broker costs. 

 

3.1. Additional ACK and ACP 

The individual company may add one or more other ACKs or ACPs to the above 

ones. For instance, the company may calculate an ACK or ACP separately for the 

savings element of the individual customer's pension scheme. Or an ACK or ACP 

may be calculated to illustrate the significance of any special (individual or 

collective) bonus provisions. 

 

If a company decides to add other ACKs or ACPs to the ones common to the 

industry, it is to be clearly stated that the calculation method common to the 

industry has not been applied. Furthermore, the ACK and ACP common to the 

industry must always be presented first, and it must be clear which ACK and 

ACP are common to the industry.  
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4. Calculation of administration costs 

The administration costs charged to the individual customer as payment for 

administration are part of the customer-specific costs. 

 

The company must state costs broken down into risk premium and 

administration costs for linked sickness and accident covers, group life insurance 

policies, insurances policies for certain critical illnesses and health insurance 

policies. The breakdown is made in accordance with the company's best 

estimate. The breakdown must be made regardless of how small the amounts 

are. How the amounts are charged does not determine whether or not they are 

to be included.  

 

The amount used for risk premiums is not to be included in the ACK and ACP of 

the individual customer. The amounts used for the administration of risk covers 

are to be included in the ACK and ACP of the individual customer. 

5. Cost and risk results 

There are different calculation rules for cost and risk results depending on 

whether the company applies cost and risk groups or not. This means depending 

on whether the company follows the current contribution rules (see section 

5.1.1) or has made an agreement to disregard these (see section 5.1.2). 

 

5.1.1. Companies applying cost and risk groups 

If the company applies cost and risk groups, the cost and risk results are not to 

be included in the calculation of the ACK and ACP of the individual customer. 

 

The application of an expenses and contingency loading which is included in the 

company's cost result must be added to the administration costs. 

 

5.1.2. Companies not applying cost and risk groups 

If the company does not apply cost and risk groups, the cost and risk results are 

to be included in the calculation of the ACK and ACP of the individual customer. 

The total of the amounts in Danish kroner of which the customers are informed 

must be added to the customers' total share of the cost and risk results, 

respectively. 

 

When the cost and risk results are calculated, the application of an expenses and 

contingency loading must be included in the result(s) in which it forms part. 

 

Allocation of cost and risk results 

In general, the cost and risk results are not allocated to customers. To 

individualise costs, the company thus needs to make a calculated allocation. The 

individual company decides how to allocate the total to the individual customers. 

One allocation method may be to allocate costs in relation to the customers' 

pension accounts. If the company applies a fairer allocation method, the 

company is free to apply it. In addition, the company may use a different cost 

allocation base for the cost and risk results, respectively. In its method 

statement (see section 10.4), the company must account for the cost allocation 

base(s) used.  
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6. Calculation of investment costs 

This chapter describes what investment costs the company is to calculate and 

include in customer-specific costs. Section 6.1 describes the aspects common to 

traditional with profit pension products and market return pension products. 

Next, the aspects specific to each of the two products are described. Sections 

6.5-6.12 provide a detailed description of the different asset categories and the 

related investment costs. Assets that are not mentioned explicitly in sections 

6.5-6.12 are not exempted from the requirement to calculate and include 

investment costs in the customers' ACK and ACP. For such assets, the company 

must either categorise the asset in the most appropriate category or calculate 

the investment costs for the specific asset in accordance with the general 

guidelines. 

 

6.1. Common aspects of traditional with profit pension products and 

market return pension products 

The overarching principle of the industry is that all costs in all tiers of all 

investments must be calculated and included in the investment costs. This 

means that the costs of item 2.7 and all other costs relating to investment costs 

are to be calculated and included in investment costs. Accordingly, the look-

through principle also applies to investment costs. The principle must be applied 

to fund-of-funds structures, subsidiaries, etc. The principle means that costs in 

all tiers of an investment are to be calculated and included in the investment 

costs. 

 

6.1.1. The customers' undistributed funds 

Costs related to investment of the customers' undistributed reserves (collective 

bonus material, market value adjustment and outstanding claims provisions) 

also have to be calculated and included in customer-specific costs. 

 

6.1.2. Capital base  

The only exception is investment costs relating to the investment of the capital 

base. In the event that special assets have been separated for the capital base, 

the investment costs relating to these assets are not to be calculated and 

included in customer-specific costs. In the event that special assets have not 

been separated for the capital base, the share of the investment costs ascribed 

to the capital base must equal the proportionate share of them of total 

investments. 

 

6.1.3. Kickback 

If the company receives a kickback from investment managers and if the 

kickback or part of it is passed on to the customers, the company must set it off 

against the investment costs. The set-off must only be made for that part of the 

kickback which is passed on to the customers. 

 

6.1.4. Performance fee 

If investment managers charge a performance fee, this fee must be calculated 

and included in investment costs in the year in which it is recognised in the 

financial statements. 
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As regards the performance fee, the agreements may have a term of one or 

more years, and there may be several different general performance fee 

structures. The following structures are possible: 

 Agreements under which a performance fee is payable for a positive 

performance during a financial period regardless of past results 

 Agreements under which a performance fee is payable for a positive 

performance, but under which any past negative performance is set off (high 

water mark) 

 Agreements with continuous performance fee calculation, but where payment 

is postponed until the expiry or termination of the agreement (provided 

performance fees) 

 

Some agreements mean that the company or the investment asset instantly 

pays the performance fee. Other agreements mean that an amount equal to the 

performance fee payable is provided. Regardless of whether the company pays 

the performance fee or makes a provision in the year in question, it will be 

charged to the customers in that year and must therefore be calculated and 

included in investment costs in the year in question. 

 

Negative performance fees may only be included if they are set off against 

previously provided performance fees. 

 

6.2. Traditional with profit pension products 

The individual customer must be informed of an amount in Danish kroner 

specifying the amount of his or her investment costs. This amount also has to be 

included in the calculation of the customer's ACK and ACP. 

 

The company decides which cost allocation base to use for allocating total 

investment costs to customers with traditional with profit pension products. 

What is essential is that all investment costs are calculated and allocated. In its 

method statement, see section 10.4, the company must account for the cost 

allocation base used. 

 

No requirement exists to inform the individual customer of investment costs 

broken down into asset categories. However, investments costs must be 

described and broken down into asset categories in the method statement. 

 

6.3. Market return pension products 

The investment costs of market return pension products must be presented to 

the individual customer as an individualised amount in Danish kroner. 

 

As a minimum, investment costs must be calculated on the basis of the amount 

of the individual customer's end-of-year pension account and the allocation of 

the end-of-year pension account to funds. The company may also choose a 

more exact calculation of the investment costs of the individual customer. For 

instance, it may be based on the allocation of the pension account at the end of 

each month or on the transactions of the individual customer during the year. In 

its method statement, the company must account for the cost allocation base 

used. 

 



 

 

Danish Insurance Association 

Our ref. ABS 

File no. GES-2013-00280 

DocID 328526 

 

Page 16 

6.4. Asset categories and investment costs 

This section specifies how investment costs relating to different asset categories 

are to be calculated and included in the customer-specific costs and in the cost 

calculators. The chapter itself has been significantly elaborated on compared to 

previously, but the requirements are – to a wide extent – the same as before. 

 

Three new asset categories have been introduced, i.e. structured products, see 

6.11, directly held investments, see 6.12, and funds not based on commitments, 

see 6.8. The structured products are characterised by being customised to the 

individual investor. The investor is therefore expected to be given access to all 

actual investment costs. The category of directly held investments includes 

property companies, forestry companies, infrastructure companies, etc., if the 

company has been established solely for the purpose of this activity. The 

category of funds not based on commitments include hedge funds, etc. 

 

The basis for the description is the individual asset categories. This has been 

chosen to allow the chapter to function as a work of reference. As a 

consequence some repetition will occur in the chapter. The term ”other costs” 

has been used to illustrate that all investment costs in all tiers of all 

investments are to be calculated and included.  

 

6.4.1. Common standard rates or actual costs 

The industry's common cost rates, see the tables in sections 6.5.2 and 6.6.2 as 

well as appendix 2, should as a basis always be used in connection with the 

company's calculation and inclusion of investment costs. Obtained actual costs 

may only be used if the company, in a satisfactory manner, is able to verify that 

the actual costs obtained by the company provide a more fair view than the 

common standard rates. The documentation of the actual costs must be of such 

a nature that it can serve as the foundation for the auditors' review. Thus, the 

external auditor must examine whether the documentation of the obtained 

actual costs is well-founded; see section 10.1.1. 

 

6.4.2. Binding transition 

The transition of a company to actual costs is binding. This means that a 

company which has once applied obtained actual costs for a given asset must 

also in future apply obtained actual costs for that asset. This requirement 

ensures that the individual companies does not to select the lowest cost at the 

time in question for a given asset – whether this is an obtained actual cost or a 

cost rate. 

 

The company has to provide documentation specifying whether it has used the 

common cost rates or actual costs for the individual assets. This documentation 

must be available for the financial year 2013 and onwards; see section 10.1.1.  

 

6.5. Bonds 

6.5.1. Bonds administered internally 

With respect to bonds administered internally, the company has access to all 

actual costs, which include: 

 Custody fees 

 Transaction costs 

 Related administration costs. 
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6.5.2. Bonds administered externally 

With respect to bonds administered externally, there are several options. If the 

bonds are placed in unit trusts, where the company has access to all actual 

costs, the costs are calculated based on information of the actual costs and the 

company's ownership interest. All costs comprise: 

 Administration costs in the unit trust 

 Custody fees 

 Transaction costs 

 Management fee 

 Performance fee, if any 

 Other costs and expenses. 

 

With respect to bonds administered by other unit trusts, the company has to use 

the trust's official ACP for domestic unit trusts. If a company can document 

that, in relation to a given domestic unit trust, it receives a front-end and/or 

back-end load fee which is lower than the fee included in the calculation of the 

official ACP of the unit trust, the company will have to replace the official ACP for 

this unit trust with a company-specific ACP. The calculation must adhere to the 

principles used in the calculation of the official ACP. 

 

If the bonds are administered by foreign unit trusts, the company should 

generally use the industry's common cost rates.  

 

Table 6.1: The Total Expense Ratio (TER) charged for foreign unit trusts, bonds, 

basis point (bp). 

Actively managed Total Passively managed Total 

Developed 
countries 

Emerging and 
frontier 
countries 

 Developed 
countries 

Emerging and 
frontier 
countries 

 

3 bp. 11 bp. 7 bp. 1 bp. 0 bp. 1 bp. 

Note: The TER charge includes brokerage fee in the trust, taxes and fees in relation to 

purchase and sale of the underlying assets as well as costs in relation to customers joining 

or leaving the trust. The TER charge does not include performance fee, front-end and 

back-end load fee. 

 

For portfolios consisting of investments in developed countries, the company 

must use the TER charge for developed countries. For portfolios consisting of 

investments in emerging and frontier countries, the company must use the TER 

charge for emerging and frontier countries. For portfolios consisting of 

investments in developed as well as emerging and frontier countries, the 

company must use the TER charge ”in total”. The company is not allowed to 

weight the rates for developed and emerging and frontier countries. The 

definition determining which countries belong in the category of developed 

countries follows the MSCI classification. 

 

If the company uses the industry's common cost rates, it must use TER plus the 

TER charge. The TER is provided by the individual foreign unit trust – either as 

an actual TER or as the components that make up the TER. Regardless of the 

form in which the company receives the TER, it must add the TER charge. If the 

company pays performance fee, this fee is to be calculated and included 

according to the principles described in section 6.1.4. 
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The company is to multiply the total expense ratio (TER) and the TER charge of 

the annual average portfolio. Calculation of the annual average portfolio is to be 

made in accordance with the company's practice in general. 

 

The investment costs related to Exchange Traded Funds (ETFs) and Exchange 

Traded Notes (ETNs), where the underlying assets are bonds, are to be 

calculated in the same way as other bonds in foreign unit trusts. 

 

If the company is able to verify that the actual costs obtained provide a more 

fair view than the common costs rates, the company may choose to use the 

actual costs. The company must make sure that the actual cost obtained include 

all costs, see the note for table 6.1, and not just TER. 

 

6.6. Listed shares 

6.6.1. Listed shares administered internally 

With respect to listed shares administered internally, the company has access to 

all actual costs, which include: 

 Custody fees 

 Transaction costs 

 Related administration costs. 

 

6.6.2. Listed shares administered externally 

With respect to listed shares administered externally, there are several options. 

If the shares are placed in unit trusts, where the company has access to all 

actual costs, the costs are calculated based on information on the actual costs 

and the company's ownership interest. All costs comprise: 

 Administration costs in the unit trust 

 Custody fees 

 Transaction costs 

 Management fee 

 Performance fee, if any 

 Other costs and expenses. 

 

With respect to shares administered by other unit trusts, the company has to 

use the trust's official ACP for domestic unit trusts. If a company can 

document that, in relation to a given domestic unit trust, it receives a front-end 

and/or back-end load fee which is lower than the fee included in the calculation 

of the official ACP of the unit trust, the company will have to replace the official 

ACP for this unit trust with a company-specific ACP. The calculation must adhere 

to the principles used in the calculation of the official ACP. 

 

If the shares are administered by foreign unit trusts, the company should 

generally use the industry's common cost rates. 

 

Table 6.2: The Total Expense Ratio (TER) charged for foreign unit trusts, shares, 

basis point (bp). 

Actively managed Total Passively managed Total 

Developed 
countries 

Emerging and 
frontier 
countries 

 Developed 
countries 

Emerging and 
frontier 
countries 

 

14 bp. 31 bp. 22 bp. 7 bp. 14 bp. 10 bp. 
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Note: The TER charge includes brokerage fee in the trust, taxes and fees in relation to 

purchase and sale of the underlying assets as well as costs in relation to customers joining 

or leaving the trust. The TER charge does not include performance fee, front-end and 

back-end load fee. 

 

For portfolios consisting of investments in developed countries, the company 

must use the TER charge for developed countries. For portfolios consisting of 

investments in emerging and frontier countries, the company must use the TER 

charge for emerging and frontier countries. For portfolios consisting of 

investments in developed as well as emerging and frontier countries, the 

company must use the TER charge ”in total”. The company is not allowed to 

weight the rates for developed and emerging and frontier countries. The 

definition determining which countries belong in the category of developed 

countries follows the MSCI classification. 

 

If the company uses the industry's common cost rates, it must use TER plus the 

TER charge. The TER is provided by the individual foreign unit trust – either as 

an actual TER or as the components that make up the TER. Regardless of the 

form in which the company receives the TER, it must add the TER charge. If the 

company pays performance fee, this fee is to be calculated and included 

according to the principles described in section 6.1.4. 

 

The company is to multiply the total expense ratio (TER) and the TER charge of 

the annual average portfolio. Calculation of the annual average portfolio is to be 

made in accordance with the company's practice in general. 

 

The investment costs related to Exchange Traded Funds (ETFs) and Exchange 

Traded Notes (ETNs), where the underlying assets are shares, are to be 

calculated in the same way as other shares in foreign unit trusts. 

 

If the company is able to verify that the actual costs obtained provide a more 

fair view than the common costs rates, the company may choose to use the 

actual costs. The company must make sure that the actual cost obtained include 

all costs, see the note for table 6.2, and not just TER. 

 

6.7. Funds based on commitments 

6.7.1. Individual private equity funds 

With respect to individual private equity funds, the company should generally 

use the common cost rates of the industry. If the company applies the industry's 

common cost rates, the total costs are calculated by multiplying the rates of the 

annual average of the commitment made for the individual funds. The annual 

average of the commitment made is to be calculated in accordance with the 

company's practice in general. 

 

The industry's common cost rates can be found in table B.2.1. 

 

If the company is able to verify that the actual costs obtained provide a more 

fair view than the common costs rates, the company may choose to use the 

actual costs. The actual costs comprise: 

 Management fee 

 Performance fee, if any 

 Administration and transaction costs in the fund. 
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Administration and transaction costs in the fund mean the fund's costs of 

administration and transactions in addition to costs included in the management 

fee and any potential performance fee. These costs appear from the financial 

statements of the fund. 

 

6.7.2. Private equity funds-of-funds 

With respect to private equity funds-of-funds, the company should generally use 

the common cost rates of the industry. If the company applies the industry's 

common cost rates, the total costs are calculated by multiplying the rates of the 

annual average of the commitment made for the individual fund-of-funds. The 

annual average of the commitment made is to be calculated in accordance with 

the company's practice in general. 

 

For the purpose of common cost rates for private equity funds-of-funds, the 

company must either obtain or calculate the fee rate in the underlying funds. If 

the company cannot obtain the actual fee rate in the underlying funds, the 

company must calculate an average fee rate based on the fee rates in the 

company's individual private equity funds. 

 

The industry's common cost rates can be found in table B.2.2. 

 

If the company is able to verify that the actual costs obtained provide a more 

fair view than the common costs rates, the company may choose to use the 

actual costs. The actual costs comprise: 

 Management fee 

 Performance fee, if any 

 Administration and transaction costs in the fund. 

 

Administration and transaction costs in the fund mean the fund's costs of 

administration and transactions in addition to costs included in the management 

fee and any potential performance fee. These costs appear from the financial 

statements of the fund. 

 

The costs must be found for all tiers of the investment. 

 

6.7.3. Property funds 

With respect to property funds, the company should generally use the common 

cost rates of the industry. If the company applies the industry's common cost 

rates, the total costs are calculated by multiplying the rates of the annual 

average of the commitment made for the individual funds. The annual average 

of the commitment made is to be calculated in accordance with the company's 

practice in general. 

 

The industry's common cost rates can be found in table B.2.3. 

 

If the company is able to verify that the actual costs obtained provide a more 

fair view than the common costs rates, the company may choose to use the 

actual costs. The actual costs comprise: 

 Management fee 

 Performance fee, if any 

 Administration and transaction costs in the fund. 
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Administration and transaction costs in the fund mean the fund's costs of 

administration and transactions in addition to costs included in the management 

fee and any potential performance fee. These costs appear from the financial 

statements of the fund. 

 

6.7.4. Infrastructure funds 

With respect to infrastructure funds, the company should generally use the 

common cost rates of the industry. If the company applies the industry's 

common cost rates, the total costs are calculated by multiplying the rates of the 

annual average of the commitment made for the individual fund. The annual 

average of the commitment made is to be calculated in accordance with the 

company's practice in general. 

 

The industry's common cost rates can be found in table B.2.4. 

 

If the company is able to verify that the actual costs obtained provide a more 

fair view than the common costs rates, the company may choose to use the 

actual costs. The actual costs comprise: 

 Management fee 

 Performance fee, if any 

 Administration and transaction costs in the fund. 

 

Administration and transaction costs in the fund mean the fund's costs of 

administration and transactions in addition to costs included in the management 

fee and any potential performance fee. These costs appear from the financial 

statements of the fund. 

 

6.7.5. Forest funds 

With respect to forest funds, the company should generally use the common 

cost rates of the industry. If the company applies the industry's common cost 

rates, the total costs are calculated by multiplying the rates of the annual 

average of the commitment made for the individual fund. The annual average of 

the commitment made is to be calculated in accordance with the company's 

practice in general. 

 

The industry's common cost rates can be found in table B.2.5. 

 

If the company is able to verify that the actual costs obtained provide a more 

fair view than the common costs rates, the company may choose to use the 

actual costs. The actual costs comprise: 

 Management fee 

 Performance fee, if any 

 Administration and transaction costs in the fund. 

 

Administration and transaction costs in the fund mean the fund's costs of 

administration and transactions in addition to costs included in the management 

fee and any potential performance fee. These costs appear from the financial 

statements of the fund. 
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6.8. Funds not based on commitments, e.g. hedge funds 

With respect to funds not based on commitments, the company should generally 

use the common cost rates of the industry.  

 

The industry's common cost rates can be found in table B.2.6. 

 

If the company is able to verify that the actual costs obtained provide a more 

fair view than the common costs rates, the company may choose to use the 

actual costs. If the total actual costs do not appear from the financial statements 

of the fund, the following formula can be used for the calculation thereof: 

 

The company's management fee + (performance fee rate*actual achieved 

performance) + other administration and transaction costs in the fund. 

 

Administration and transaction costs in the fund mean the fund's costs of 

administration and transactions in addition to costs included in the management 

fee and any potential performance fee. These costs appear from the financial 

statements of the fund. 

 

6.9. Unlisted shares, excluding funds 

The costs of investment in unlisted shares comprise administration and 

transaction costs, unless these costs have been calculated and included in item 

2.7, Administration costs relating to investment business. 

 

6.10. Derivative financial instruments 

The costs comprise: 

 Transaction fees 

 Custody fees 

 Any costs related to provision of security. 

 

If the costs of portfolio management, brokerage fee, stamp duty, gearing or 

similar costs are paid as part of a spread, this part of the spread must be 

calculated and included in the investment costs. 

 

6.11. Structured products  

This category includes total return swaps and total excess swaps, etc. Products 

included in this category are characterised by being developed specifically for 

the individual investor. The investor must therefore be expected to be given 

access to all costs which comprise: 

 Costs relating to the underlying assets 

 Costs relating to portfolio management 

 Bundling costs 

 Administration and transaction costs 

 Roll costs 

 Spread on floating and/or fixed legs 

 Index fee. 

 

The costs comprise all the costs that would be included if the investment was 

made by a mandate. To this should be added costs that are related to the actual 

bundling. So it is not the intention that the calculated and included investment 

costs can be minimised or eliminated by re-bundling the investment. 
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6.12. Directly held investments, e.g. property companies 

This category includes all types of companies, regardless of whether they are 

property companies, forestry companies, infrastructure companies or other type 

of company, if the company was established solely for the purpose of that 

activity. 

 

The company has access to the actual costs which comprise: 

 Administration and transaction costs 

 The costs relating to running the company, e.g. the costs of presenting 

financial statements and audit 

 Management fee 

 Performance fee, if any. 

 

The company's share of the costs is calculated in accordance with the company's 

ownership interest in the individual company. 

 

The administration and transaction costs must be calculated and included here, 

unless they have been calculated and included in item 2.7, Administration costs 

relating to investment business. 

 

The costs do not include costs relating to the operation of the underlying assets. 

This includes, for example, costs relating to the current return, maintenance, 

improvements and taxes on the investment. 
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7. Calculation of return on risk, including special bonus provisions 

The return on risk in all contribution groups for the entire capital base must be 

included in the customers' ACK and ACP. 

 

The return on risk to equity and to special bonus provisions must be calculated 

as the actual return on risk for that year. 

 

The return on risk to subordinate loan capital must be calculated as the excess 

return relative to the risk-free rate of return which, alternatively, the capital in 

question could have achieved on an arm's length basis. For this purpose, the 

risk-free rate of return is determined at the five-year interest rate of the Danish 

FSA's yield curve. 

 

The calculation of the return on risk may not make a deduction of the following: 

 Any costs covered by the capital base in the relevant year in the form of 

presents or discretionary discounts, etc. 

 Any losses covered by the capital base 

 

Moreover, the repayment of outlays from the capital base in previous years is 

not to be included as a cost. 

 

The customer's payment of return on risk to special bonus provisions is 

considered a cost on an equal footing with the return on equity. The application 

of special bonus provisions for, e.g., financing a cost or risk loss is not 

considered a cost, however. 

 

7.1. Allocation of return on risk 

In general, the return on risk is not allocated to customers. To individualise the 

return on risk, the company thus needs to make a calculated allocation. The 

individual company decides how to allocate the total to the individual customers. 

One allocation method may be to allocate costs in relation to the customers' 

pension accounts. If the company applies a fairer allocation method, the 

company is free to apply it. In its method statement, see section 10.4, the 

company must account for the cost allocation base used.  

 

7.2. Calculation of shadow account 

Companies which are unable to establish how their shadow accounts historically 

were established must find a method for estimating the share of the shadow 

account that resulted from an insufficient return on risk and interest thereon. 

The company must calculate and allocate the entire shadow account – including 

the part that may have been established before 2011 when the cost initiative 

came into force. In its method statement, the company must account for the 

method applied. In future, all companies are expected to make an exact 

calculation of their shadow accounts so that the share of the return on risk 

included in the calculation of ACK is calculated exactly in future. 

 

7.3. Reduction of shadow account 

Amounts to reduce a shadow account which has been established as a result of 

an insufficient return on risk must be included as a cost for customers in the 

year in which the means are transferred to the capital base. The same applies to 

the interest on this part of the shadow account. Unless the company can verify 

that an amount repaid from the shadow account is not caused by insufficient 
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return on risk and interest thereon, the company must include an amount for 

each repayment from the shadow account corresponding to the proportionate 

share of the shadow account represented by the insufficient return on risk and 

interest thereon in the customer-specific costs; see section 10.1.1. 

 

In the method statement, the company must describe whether the repayment of 

amounts from the shadow account is subject to exact calculation or estimated 

proportionately; see section 10.4.1. 
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8. Calculation of guarantee payments 

Guarantee payments must be considered a cost and not a risk premium and 

must therefore be included in customer-specific costs. 

 

Guarantee payments are defined as payments deducted from the customer's 

pension account, buffer or returns. This applies whether or not a financial 

guarantee in a market return pension product is purchased or part of a 

customer's assigned rate of interest on policyholders' savings in a traditional 

with profit pension product is used as payment for a guarantee instead of an 

increase in contribution or the like. 

9. Calculation of broker costs 

Amounts agreed by customers as payment for broker services and charged and 

passed on to the broker by the company must be included in the calculation of 

customer-specific costs. 
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10. Audit model for ACK and ACP 

This chapter includes a description of the industry's audit model for ACK and 

ACP. 

 

Previously, we applied the term method statement for the qualitative and 

quantitative parts collectively. That led to some confusion. Consequently, we 

have changed the wording so now method statement covers the former 

qualitative part, while the term reconciliation form now covers the former 

quantitative part.  

 

10.1. Contents 

In 2011, the Board of Directors of the Danish Insurance Association adopted the 

following audit model. The model is made up of three elements. First, a method 

statement (section 10.4) and a reconciliation form (section 10.5) to be 

completed by the company and published on its website. Second, an auditing 

standard (appendix 4), which, together with the company's method statement 

and reconciliation form, forms the basis of the external auditors' assurance 

report. Finally, the audit model consists of a company's assurance report and an 

auditors' assurance report (appendix 3). 

 

In its method statement, the company must account for its deliberations in 

terms of method in connection with the calculation of customer-specific costs; 

see table 3.1 and chapters 4-9. The method statement is seen from the point of 

view of the customer. 

  

In the reconciliation form, the company is to reconcile the total of customers' 

ACK and the actual costs incurred by the company. The reconciliation form is 

seen from the point of view of the company.  

 

The method statement, the reconciliation form and the company's and the 

auditors' assurance report serve different purposes. The interaction between the 

three elements of the audit model must ensure that both the market and 

customers can be certain that the customer-specific costs have been calculated 

within the framework of the recommendation applicable from time to time 

issued by the Board of Directors of the Danish Insurance Association. In this 

context, the company, the market and the external auditors play separate roles. 

 

10.1.1. Role of the company 

In its method statement, the company must account for the methods, sources 

and cost allocation bases chosen by it in the calculation of customer-specific 

costs. Moreover, the company must complete the reconciliation form in 

accordance with the instructions; see section 10.5.1. 

 

Hence, the company is responsible for ensuring that the method statement 

follows the recommendation applicable from time to time issued by the Board of 

Directors of the Danish Insurance Association. 

 

In several places in chapters 3-9 it is stipulated that the company ”must 

document” a given practice. In such cases, the company must provide the 

auditor with documentation for that practice. This concerns the following: 
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 The application of actual investment costs or the industry's common cost 

rates; see section 6.4.1 

 Binding transition to application of actual costs; see section 6.4.2 

 Reduction of shadow account; see section 7.3. 

 

10.1.2. Role of the auditors 

The method statement and the reconciliation form must be completed in such a 

manner that the external auditors, in theory, can prepare a report exclusively on 

the basis of these two documents. The background to the auditor's assurance 

report: 

 The company's published method statement 

 The company's published reconciliation form 

 Relevant information from the company 

 The auditors' general knowledge of the company. 

 

This being the case, the auditors, by means of limited sampling, interviews and 

a review of procedures, must ensure that the company calculates the cost 

elements, including ACK and ACP, in the manner accounted for by the company 

in its method statement. 

 

Objective of audit 

The objective of the external auditors is, by means of limited sampling, 

interviews and a review of procedures, to ensure: 

 that the company's calculation of the costs is in compliance with its published 

method statement and reconciliation form; 

 that the company is able to verify that all calculated costs have been 

allocated to its customers; and 

 that the company is able to verify that the amounts notified to the individual 

customer in the form of ACK and ACP correspond to the calculated amounts. 

 

Auditing the method statement 

Section 10.4.1 below describes how the company must complete the two parts 

of the method statement, viz. method/source and cost allocation base.  

 

 

 

 

 

 

 

Auditing the reconciliation form 

Section 10.5.1 below describes how the company is to complete the 

reconciliation form. The reconciliation form is accompanied by a set of 

instructions on how to complete the form, specifying what costs items are to be 

included in the various items in the form. 

 

 

 

 

 

 

 

By means of limited sampling, interviews and a review of procedures, the 

auditors must ensure that what the company has accounted for in respect 

of each cost element in the method statement is in accordance with the 

calculation of each of the cost elements. 

The auditors are to ensure that the information provided in the 

reconciliation form is in accordance with the actual costs incurred by the 

company. Furthermore, the auditors are to ensure that the choices made 

in respect of method accounted for by the company in its method 

statement are reflected in the reconciliation form. 
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Appendix 4 contains a more detailed auditing standard. 

 

10.1.3. Role of the market 

The publication of the method statement and the reconciliation form allows the 

market to ensure that the company follows the recommendation issued by the 

Board of Directors of the Danish Insurance Association and thus that the 

methods of calculation and allocation follow the recommendation. 

 

The distribution of work between the market and the external auditors means 

that the method statement must be completed at a relatively detailed level. The 

method statement must have a scope and a linguistic content that explain to the 

market how the company has calculated customer-specific costs. Moreover, the 

method statement must be so detailed so as to allow the auditors to prepare a 

report on the basis of it. 

 

10.2. Publication and accessibility 

The company must publish the method statement, reconciliation form, the 

company's assurance report and the auditors' assurance report on its website. 

All four documents must be published simultaneously. Publication should not 

take place later than at the time when the customers receive and/or obtain 

access to the customer-specific costs for the 2013 financial statements. 

However, in all circumstances, publication must take place on or before 1 June 

every year. 

 

For the sake of simplicity, section 10.4 presents the method statement 

schematically. The form is not to be regarded as a requirement as to form in 

connection with publication, but exclusively as a requirement as to content. This 

means that, on its website, the company must publish the information in the 

form, but it does not have to be schematically. However, the information must 

exist in connection with each other, and the headlines of the published 

documents must follow the first column of the form. 

 

The latest three versions of the method statement, the reconciliation form, the 

company's assurance report and the auditors' assurance report must always be 

accessible on the company's website. The documents must be located near the 

annual reports and other financial information. It must also be easy to find the 

four documents on the company's website. The documents must be found in a 

search by relevant words such as ACK, ACP, costs, audit model, method 

statement and reconciliation form. 

 

10.3. Assurance reports by the company and the auditors 

In connection with the publication of the method statement and the 

reconciliation form, the company must also publish a company's assurance 

report and the external auditors' assurance report. The company's assurance 

report must be signed by one or more relevant persons from the company. 

 

It is essential that there is no doubt that the company's assurance report and 

the auditors' assurance report have been prepared on the basis of the published 

method statement and the published reconciliation form. Therefore, the 

company must publish the method statement, the reconciliation form, the 

company's assurance report and the auditors' assurance report in direct 
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connection with each other, e.g. in the form of a PDF file. This means that the 

auditors' assurance report may not be published separately from the method 

statement, the reconciliation form and the company's assurance report. 

However, the company is free to decide whether to publish the method 

statement, the reconciliation form and the company's assurance report in 

another and more accessible manner. 

 

Appendix 3 gives an example of the company's assurance report and the 

auditors' assurance report. 

 

10.4. Method statement  

In its method statement, the company must account for its deliberations in 

terms of method in connection with the calculation of customer-specific costs. 

The company must explain how the individual cost elements mentioned in table 

3.1 and chapters 4-9 have been calculated and included in the customer-specific 

ACKs and how the costs elements have been allocated to the company's 

customer groups. The description must be divided into traditional with profit 

pension products and market return pension products. 

 

As regards investment costs, the method statement must be broken down into 

the asset categories described in sections 6.5-6.12. 

 

Table 10.1: Method statement 

Cost element Method/source Cost allocation 

base 

Total administration costs (chapter 

4) 

  

Cost and risk results (chapter 5)1   

Total investment costs2 (chapter 6)   

Return on risk for the entire capital 

base3 (chapter 7) 

  

Guarantee payment (chapter 0)    

Broker costs (chapter 9)   

Note:1 The row is only to be completed by the companies having entered into an 

agreement disregarding the applicable contribution rules and thus having no contribution 

groups. 2 The description must be made for the asset categories described in sections 6.5-

6.12. 3 The company must describe whether the repayment of amounts from the shadow 

account is subject to exact calculation or estimated proportionately; see section 7.2. The 

description must be broken down into return on risk to equity, special (individual and 

collective) bonus provisions and subordinate loan capital. 

Note: All companies must also insert one or more rows in the event that relevant cost 

elements are missing. 

 

10.4.1. Completing the method statement 

In its method statement, the company must account for its deliberations in 

terms of method in connection with the calculation of customer-specific costs. 
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Box 10.1: General principles for completing the method statement 

 
 

Chapters 3-9 show for which cost allocation bases etc. the company must give 

an account in the method statement. This concerns the following: 

 Allocation of the cost and risk results; see section 5.1.2 

 Investment cost in traditional with profit pension products; see section 6.2 

 Investment cost in market return pension products; see section 6.3 

 Reduction of the return on risk; see section 7.1 

 Calculation of shadow account; see section 7.2 

 Reduction of shadow account; see section 7.3  

 

The list may not be exhaustive. If the company has used allocation bases on 

other parts of the calculation of ACK and ACP, these must also be described. 

 

10.5. Reconciliation form  

The general purpose of the reconciliation form is to reconcile the total of 

customers' ACK and the actual costs incurred by the company.  

 

The reconciliation form is divided into a traditional with profit pension, a market 

return pension and a total column. Traditional with profit pension products are 

products in insurance class I and market return pension products are products in 

insurance class III. The total column must be the total of the traditional with 

profit pension and market return pension columns. The explanation is that the 

reconciliation form is designed in a way so that costs which are not directly 

related to either traditional with profit pension or market return pension 

products must be divided into these products. The company decides which cost 

allocation base to use for the division of these costs into the two types of 

product.  

 

In immediate continuation of the reconciliation form, the company must describe 

the customer groups included in items 1c and 1d. The intention is that all 

customers, including all active schemes and pensioners, must be informed of 

ACK and ACP. If, in some cases, a company does not make ACK and ACP 

available to individual customer groups, the company must state reasons as to 

why this is the case. The reason must appear together with the description of 

the customer groups included in items 1c and 1d.  

 

Method/source 

 It must be specified whether accounting figures, estimates, the cost rates 

of appendix 2 or obtained actual costs are stated. 

 In case of an accounting item, such item must be specified. 

 In case of an estimate, such estimate must be described. 

 As regards investment costs, the method statement must be divided into 

the asset categories listed in sections 6.5-6.12. 

 

Cost allocation base 

 The cost allocation base used for allocating the relevant cost element to 

customer groups must be specified. 

 The cost allocation base(s) must be described. 

 Any definitions in relation to customer groups must be explained. 
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Table 10.2: Reconciliation form 

No.   

1a Total of ACK notified to customers  

1b Total of ACK allocated to customers 

having left the company or where the 

policy has been cancelled 

 

1c Total of ACK for portfolios where ACK 

is irrelevant1  
 

1d Total of ACK1 yet to be notified  

1 Total of ACK for customers  

 Cost item Traditional 

with profit 

pension 

Market 

return 

pension 

Total 

2 Administration and acquisition costs; 

see the income statement 

   

3 Rent for own owner-occupied property    

4 Broker costs    

5 Operating expenses of subsidiaries    

6 Administration costs of external 

providers of insurance services 

   

7 Administration and acquisition costs 

relating to sickness and accident 

insurance policies; see the financial 

statements 

   

8 Profit/loss on administration and 

acquisition costs covered by the capital 

base (contra item) 

   

9 Investment costs; see the income 

statement 

   

10 Other investment costs in funds, 

subsidiaries, unit trusts, etc. 

   

11 Profit/loss on investment costs covered 

by the capital base (contra item) 

   

12 Investment costs relating to the capital 

base (contra item) 

   

13 Return on risk, including settlement of 

shadow accounts 

   

14 Guarantee payments    

15 Cost and risk results2    

16 Other costs that can be specified    

17 Total    

18 Item 1 less item 17    

Note:1 In immediate continuation of the reconciliation form, the company must describe 

the customer groups included in items 1c and 1d2. Reference is made to the instructions 

on completion in section 10.5.1 as the inclusion of cost and risk results depends on 

whether the company complies with the applicable contribution rules or has entered into 

an agreement disregarding them. 

 

10.5.1. Completing the reconciliation form (instructions on completion) 

Reading the instructions on completion is recommended before the reconciliation 

form is completed. The instructions specify which items in the financial 
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statements and other costs are to be included in the various items in the 

reconciliation form. 

 

Re 1a. Total of ACK notified to customers 

The item must contain the total of the ACK notified to customers. 

 

Re 1b. Total of ACK allocated to customers having left the company or where the 

policy has been cancelled 

All costs incurred must be allocated to customers in the form of an ACK and an 

ACP. Some customers have left the company during the year and will therefore 

not receive information about the ACK and ACP in the annual statements, etc. 

after they have left the company. These customers may not be allocated a 

disproportionately large share of costs in the form of a disproportionately large 

ACK and ACP unless this is in accordance with the actual charging of the 

customers. 

 

The individualised costs have been charged when the customer left the company 

so they are not to be included again at the end of the year. The same applies to 

the investment costs of market return pension products. 

 

As regards the allocation of the remaining non-individualised costs, the company 

may choose one of the following methods: 

 The remaining non-individualised costs are allocated to the customers in the 

portfolio at the end of the year.  

 The remaining non-individualised costs are allocated proportionately to all 

customers (regardless of whether they are still with the company or not). The 

proportionate allocation is, for instance, in accordance with the average size 

of the pension accounts during the year. The average size of the pension 

accounts could be calculated monthly, making the allocation more exact. 

 

Some customers have made a new choice where the policy of the product 

having been rejected has been cancelled. If these customers cannot be informed 

of their ACK of the cancelled policy, the ACK must be included in this item. 

 

Re 1c. Total of ACK for portfolios where ACK is irrelevant 

The item must include the total of ACK for portfolios where ACK is irrelevant. 

 

In immediate continuation of the reconciliation form, the company must describe 

the customer groups included in this item. 

 

Re 1d. Total of ACK yet to be notified 

If the company has any portfolios where the ACK is yet to be notified, the item 

must include the total of ACK for these customers. 

 

In immediate continuation of the reconciliation form, the company must describe 

the customer groups included in this item. 

 

Re 1. Total of ACK for customers 

The item must equal the total of items 1a-1d. 
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Re 2. Administration and acquisition costs; see the income statement 

The item contains administration and acquisition costs as they appear from the 

income statement. The item must thus show the total of item 9.1. (Acquisition 

costs) and item 9.2. (Administration costs) as stated in appendix 3 to the Danish 

Executive Order on the Presentation of Financial Statements. 

 

The administration costs relating to insurance polices under the administration 

of Forenede Gruppeliv are included in this item if they are consolidated into the 

financial statements. If this is not the case, the costs must be included in item 6. 

The same applies to all other insurance policies purchased from external 

providers of insurance services such as sickness and accident insurance policies, 

cover for certain critical illnesses and health insurance policies. 

 

In the event that the item includes broker costs, this must be specified in a 

note. The item must include the broker costs paid by the customers, and which 

are passed on to the brokers. 

 

Rent for own owner-occupied property is not to be included in this item, but in 

item 3. 

 

Re 3. Rent for own owner-occupied property 

The item must contain rent for own owner-occupied property; see the definition 

of "O" in appendix 9 to the Danish Executive Order on the Presentation of 

Financial Statements. 

 

Re 4. Broker costs 

If broker costs are not included in the income statement and thus not in item 2, 

the costs must be included in this item. 

 

The item must include the broker costs paid by the customers, and which are 

passed on to the brokers. 

 

Re 5. Operating expenses of subsidiaries 

The item must include expenses as a result of the look-through principle. 

 

Subsidiaries are defined as group enterprises and associates. 

 

Whether expenses as a result of the look-through principle are to be included in 

the costs underlying the calculation of customer-specific costs and thus to be 

included in this item depends on whether a profit/loss in the subsidiary stems 

from the parent company's own customers or other companies' customers. 

 

If a profit in the subsidiary stems from the parent company's own customers, 

the profit must be included in this item with a negative sign. 

 

If a loss in the subsidiary stems from the parent company's own customers, the 

loss must be included in this item with a positive sign. 

 

If a profit/loss in the subsidiary stems from other companies' customers – e.g. if 

pension service activities are undertaken – the profit/loss is not to be included in 

this item. 
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Re 6. Administration costs of external providers of insurance services 

The item must include administration costs relating to all insurance services 

purchased from external providers of insurance services. 

 

If the exact amount of costs is not known, a qualified estimate must be made. 

 

External providers are defined as both consolidated and non-consolidated 

insurance companies. 

 

The item must include administration costs relating to insurance policies under 

the administration of Forenede Gruppeliv if these are not stated in the income 

statement and thus included in item 2. 

 

The item must include administration costs relating to sickness and accident 

insurance policies purchased from external providers of insurance services if 

these are not stated in the income statement and thus included in item 2. 

 

The item must include administration costs relating to health insurance policies 

purchased from external providers of insurance services if these are not stated 

in the income statement and thus included in item 2. 

 

Re 7. Administration and acquisition costs relating to sickness and accident 

insurance policies; see the financial statements 

The items must include administration and acquisition costs relating to sickness 

and accident insurance policies; see 5.1. (Acquisition costs) and item 5.2. 

(Administration costs) as stated in appendix 4 to the Danish Executive Order on 

the Presentation of Financial Statements. Reference is also made to section 32 

of the Danish Executive Order on the Presentation of Financial Statements. 

 

The item must also include the administration and acquisition costs covered by 

the capital base. However, these costs (i.e. those covered by the capital base) 

must be deducted in item 8. 

 

The item is not to include investment costs relating to sickness and accident 

insurance policies. These are included in item 9. 

 

If broker costs relating to sickness and accident insurance policies cannot be 

separated and calculated in item 4, they are to be included in this item. If this is 

the case, it must be specified in a note. 

 

Re 8. Profit/loss on administration and acquisition costs covered by the capital 

base (contra item) 

The item must include the profit/loss on administration and acquisition costs 

covered by the capital base, including equity. 

 

As an example, item 7 must include all administration and acquisition costs 

relating to sickness and accident insurance policies – also the ones covered by 

the capital base. The administration and acquisition costs covered by the capital 

base must be deducted in this item. 

 

Re 9. Investment costs; see the income statement 

The item must include investment costs, see 2.7 (Administration costs relating 

to investment business) in appendix 3 to the Danish Executive Order on the 
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Presentation of Financial Statements. The item thus also includes the investment 

costs relating to sickness and accident insurance policies. 

 

The investment costs covered by the capital base must be deducted in item 11. 

  

The item also includes investment costs relating to investment of the capital 

base. These investment costs must be deducted in item 12. 

 

Investment costs in subsidiaries relating to the parent company's customer 

portfolio and the parent company's capital base must be included in item 10. 

 

Subsidiaries are defined as group enterprises and associates. 

 

Re 10. Other investment costs in funds, subsidiaries, unit trusts, etc. 

The item must include other investment costs in funds, subsidiaries, unit trusts, 

etc., relating to the parent company's customer portfolio.  

 

Subsidiaries are defined as group enterprises and associates. 

 

The item must include other investment costs relating to investment of the 

parent company's capital base in funds, subsidiaries, unit trusts, etc. These 

investment costs are deducted in item 12. 

 

Re 11. Profit/loss on investment costs covered by the capital base (contra item) 

The item must include the profit/loss on investment costs covered by the capital 

base, including equity. 

 

The item must include the profit/loss on all investment costs if the profit/loss is 

covered by the capital base, including equity. 

 

Re 12. Investment costs relating to the capital base (contra item) 

The item must be seen as a settlement item in relation to item 9, which includes 

investment costs as determined in the income statement. This means that item 

9 also includes investment costs relating to the investment of the capital base. 

The investment costs relating to the investment of the capital base are not, 

however, to be included in ACK and ACP as these costs are not paid by the 

insured. The investment costs are therefore to be deducted in this item. 

 

Similarly, the item must be seen as a settlement item in relation to item 10. 

Other investment costs relating to the investment of the capital base are thus 

also to be deducted here. 

 

Re 13. Return on risk, including settlement of shadow accounts 

The item must include the return on risk for the entire capital base. This means 

the return on risk for equity, special (individual and collective) bonus provisions 

and subordinate loan capital. 

 

The item must include the return on risk in both the interest rate, risk and cost 

groups. The return on risk may not be the same in all groups. 

 

The item is not to include any cover by the capital base of losses resulting from 

a loss in the interest rate, risk or cost groups. 

 



 

 

Danish Insurance Association 

Our ref. ABS 

File no. GES-2013-00280 

DocID 328526 

 

Page 37 

The item is not to include repayment of the cover of losses by the capital base in 

previous years as this is not regarded as a cost. 

 

The item must include amounts to reduce a shadow account if such account has 

been established as a result of an insufficient return on risk. The amount must 

be included in the year in which the amount is transferred to the capital base. 

 

The item must also include the return on that part of a shadow account which 

has been established as a result of an insufficient return on risk. The amount 

must be included in the year in which the amount is transferred to the capital 

base. 

 

Re 14. Guarantee payments 

The item must include guarantee payments. 

 

If part of the interest on policyholders' savings assigned to a customer is used 

as payment for a guarantee instead of an increase in contribution or similar, this 

guarantee payment must be regarded as a cost and must thus be included in 

this item. 

 

If a customer with a market return pension product also purchases a financial 

guarantee, the expense of this must be regarded as a cost and must thus be 

included in this item. 

 

Re 15. Cost and risk results 

Companies complying with the applicable contribution rules are exclusively to 

include the cost result and not the risk result in this item. 

 

These companies are to add any profit in the cost groups transferred to the 

collective bonus potential in this item. Any cost loss in the cost groups covered 

by the collective bonus potential must be deducted in this item.  

 

If the cost result includes returns, discounts or the like, adjustment must be 

made therefore in this item as the reconciliation in relation to customers' actual 

payment of costs will not be correct. Appendix 5 illustrates the adjustment for 

returns and discounts. In case of any other similar items, adjustment for these 

must be made in the same way. 

 

Companies having entered into an agreement disregarding the applicable 

contribution rules and where the customers, ultimately, bear the risk of a cost or 

risk loss are exclusively to include the risk result and not the cost result in this 

item. 

 

These companies are to add any risk loss in this item and to deduct any risk 

profit in this item. This should be made in two separate lines. The explanation is 

that the ACK in these companies includes these results and so adjustment is 

necessary. 

 

If the company has decided not to include any risk profit in ACK, as allowed by 

the recommendation, the risk profit is not to be deducted here. 

 

Re 16. Other costs that can be specified 

The item must include any other costs if they can be specified in sub-items. 
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The item is thus not to include any inexplicable difference between item 1 and 

item 17. Such difference is to be included in item 18, however. 

 

Re 17. Total 

The item is to represent the total of items 2-16. 

 

Any difference between item 1 and item 17 must appear from item 18. 

 

Re 18. Difference between item 1 and item 17 

The item is to show the difference between item 1 and item 17. The difference is 

calculated as item 1 less item 17. 

 

Differences between item 1 and item 17 must be explained by the estimates 

made in connection with the completion of the form. 
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11. Pension Overview 

11.1. Objective 

The purpose of the Pension Overview is 

 for customers easily to obtain an overview of the six key types of pension 

information in the annual statements or the web-based information provided 

in pursuance of the requirements set out in the Danish Executive Order on 

Information in Life Insurance Contracts for annual information; and 

 for customers to recognise the six key types of information from one 

company to the next. 

 

The scope of the Pension Overview coincides with that of the Danish Executive 

Order on Information in Life Insurance Contracts. 

 

Box 11.1: Six key types of information 

 
 

The interest/return is normally shown as two figures as the interest concerns 

traditional with profit pension products and the return concerns market return 

pension products. If the Pension Overview is presented by civil reg. no. and the 

customer has both types of product with the same company, interest and return 

may be shown as one figure. 

 

Both contributions, payment for insurance covers, costs and interest/return are 

specified as the total of the previous calendar year. The company may also 

decide to offer the customer to see the amounts year-to-date.    

 

Costs are calculated in accordance with the method of calculation common to 

the industry; see chapters 4-9. Moreover, the information may be calculated 

according to the principles already adhered to by the individual company. 

 

The Pension Overview may be provided by civil reg. no. or by policy no. 

 

11.2. Choice of medium 

The companies are free to choose whether to present the six key types of 

information on paper or electronically. 

Against this background, the Board of Directors of the Danish Insurance 

Association recommends that all companies make the following six key types 

of information easily accessible to the customer: 

 How much do I receive? (comprises both risk covers and state pension) 

 How much have I contributed? (the recommendation is that it be specified 

whether the contribution is inclusive or exclusive of labour market 

contribution) 

 How much have I paid for my insurance? 

 How much have I paid in costs? 

 What is my interest/return?  

 What is the value of the scheme? (indicated by, e.g., pension account 

value or the value on transfer) 

 

In theory, the order of the six types of information is unimportant as long as 

the presentation of the information supports the purpose of the Pension 

Overview – that is that customers are able to recognise the six key types of 

information from one company to the next. 
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If the information is presented electronically, the company can choose one or 

two pages. The company may also choose to present the Pension Overview as 

one overall overview, where each single piece of information can be loaded with 

a single click. 

 

If the information is presented on paper, the company can choose to present the 

information on the first one or two pages of the annual information – e.g. in the 

form of one overall overview. 

 

11.3. Layout 

The companies may present the six key types of information using the layout 

and form already used for their communication to customers. 

 

We enclose a model (see appendix 6) to serve as inspiration for how to 

implement the Pension Overview. If need be, the model may divided into two 

parts. For instance, one part showing pension payments and another concerning 

a summary of movements for the year in the scheme. 

 

11.4. Common terms 

A number of common terms have been developed as part of the Pension 

Overview. These are listed in table 11.1 below. 

 

Table 11.1: Table of common terms 

Common terms1  What does the term cover?2 

Pension payment Collective term for both lump-sum 

payments and periodic payments 

Contribution Collective term for both the 

employers' contribution and the 

customer's own contribution 

Payment for insurance Collective term for payment for risk 

covers 

Annual costs in kroner (ACK) Collective term used in the cost 

initiative 

Annual costs in percent (ACP) Collective term used in the cost 

initiative 

Interest Collective term for the interest on a 

traditional with profit pension product 

Return Collective term for the market return 

on a market return pension product 

Scheme value Collective term for "savings", "transfer 

value", pension account value, 

including special bonus provisions. 

Note: 1 Used in the communication with customers. 2 These indicative explanations are 

exclusively company information, meaning that they are not intended for customer 

communication. 

 

The company has a choice between: 

 Replacing its own terminology and system of concepts with the common 

terms; and  

 Applying the common terms as a supplement to the company-specific terms. 
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Where the common terms are applied as a supplement to company-specific 

terms, the common terms are used in close context with the company's own 

terminology and system of concepts. The purpose is that the customers must 

recognise the terms from one company to the next.  

 

The above common terms may be used as part of a sentence. For instance, the 

collective term "scheme value" can be specified as "an expression of the scheme 

value". The common terms may also be replaced with a sentence in which the 

common term is used as a verb. For instance, "pension payment" may be 

replaced with "how much do I receive?".  

 

Using the common terms in close context with the company-specific terms can, 

e.g. be solved in the following ways: 

 The common terms are stated in a parenthesis after the company-specific 

term (see appendix 6) 

 Online, the common terms may be displayed as a "mouse over" function 

 The common terms may be displayed in a box on the same page as the 

company-specific terms.  

 

It should be emphasised that the above serves as an example. This means that 

it is not an exhaustive list of methods ensuring that the common terms can be 

said to be used in close context with the company-specific terms.  

 

11.5. Implementation 

The goal is to implement the Pension Overview by 1 January 2012. 

 

This means that, in the first annual pension statement after 1 January 2012 or 

at the same time online, the six key types of information and a glossary of the 

common terms will be easily accessible.  
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12. Cost calculators 

12.1. Objective 

The cost calculator has a dual purpose. Firstly, the cost calculators should 

provide the user with an indication of the company's cost level. Contrary to the 

customer-specific costs, which show what the individual customer has paid in 

the past, the purpose of the cost calculators is future-oriented. Secondly, cost 

calculators should enable the user to compare costs across companies. Overall, 

the cost calculator must show the level of costs payable by the typical new 

customer. Calculations must be based on the product offered to the typical 

customer and the total costs relating to the administration of this product. This 

means that administration and investment costs for all risk covers, including any 

linked sickness and accident covers, must be included. However, the actual risk 

premium should not be included. If a company also wants to provide information 

about other products, including pure savings products, the company may choose 

to add cost information for such products; see section 3.1. 

 

The cost calculators target customers of the company as well as other interested 

parties. Consequently, they must be suitable for making a comparison of the 

costs of the same type of pension scheme across the companies and – to the 

extent the individual company shows ACK (annual costs in kroner) and ACP 

(annual costs in percent) for more than one scheme – for making a comparison 

of the costs of different schemes in the same company. 

 

Cost calculators are a supplement to customer-specific costs and may not 

replace these. The costs actually payable by the individual customer depend on 

the individual customer's agreement with the company. The company must draw 

attention to this fact in connection with the cost calculator.  

 

12.2. What will the cost calculator show? 

The cost calculator will show ACK and ACP for the chosen pension scheme and 

for the costs during the first year of the pension scheme and the breakdown of 

costs by administration and investment costs and other costs. The table below 

shows the cost elements included in the administration and investment costs 

and other costs. Other costs include reported return on risk for the entire capital 

base (including for special bonus provisions), agreed additional return for 

subordinate loan, guarantee payments and broker costs. In respect of 

companies having entered into an agreement disregarding the applicable 

contribution rules, other costs also include cost and risk results. The total 

administration and investment costs and other costs must equal the ACK. 

 

ACK and ACP must be calculated collectively for all costs. 

 

ACP must be rounded to one decimal place. 

 

Furthermore, in connection with the displaying of ACK and ACP in the cost 

calculator, the company must state whether it has a shadow account; see 

section 12.4.5. 

 

Apart from the above cost information, the cost calculator must include 

information about the calculations made by the cost calculator. Thus, the 

company must state the cost rates applied, see section 12.3. Furthermore, the 
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company must state the size of the company pension scheme and the extent of 

insurance covers on which the calculations are based. The purpose is to ensure 

openness and transparency for the user about how the company has calculated 

ACK, ACP and breakdown of costs by administration and investment costs and 

other costs. 

 

12.3. Calculation assumptions 

The cost calculators must state the average long-term annual costs for the 

typical customer. Costs in the cost calculators must be calculated on the basis of 

the same cost elements as those forming the basis of the calculation of 

customer-specific costs; see table 3.1.  

 

Cost calculators must thus include the cost elements in the table below in the 

calculation of ACK, ACP and the breakdown of costs by administration and 

investment costs and other costs. 

 

Table 12.1: Cost elements to be used in cost calculators 

Cost element Specification 

Administration costs   The expected administration costs must be 

calculated on the basis of the company's current 

price lists for the company's typical customers. 

 Costs payable through the combined expenses 

and contingency loading must be included. 

 Administration costs relating to all linked risk 

covers must be included. 

 The pure risk premium for linked insurance 

covers should not be included. 

+ Investment costs (see 

chapter 6) 

 The investment costs specified in the company's 

most recently published method statement must 

be used in each asset category, including 

management and any performance fees. 

 Investment costs relating to investment of 

customer funds must be included. 

+ Return on risk  Reported return on risk for the entire capital 

base, including for special bonus provisions. 

+ Agreed additional 

return on subordinate 

loan 

 The additional return on subordinate capital is 

calculated as the excess return relative to the 

risk-free rate of return. For this purpose, the 

risk-free rate of return is determined at the five-

year interest rate of the Danish FSA's yield 

curve. 

+ Guarantee payments  Guarantee payments are considered costs and 

not a risk premium. 

 Guarantee payments are defined as payments 

deducted from the customers' pension account, 

buffer or return. This applies whether or not a 

financial guarantee in a market return pension 

product is purchased or part of a customer's 

assigned rate of interest on policyholders' 

savings in a traditional with profit pension 

product is used as payment for a guarantee 

instead of an increase in contribution or the like. 
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+ Broker costs  Broker costs must be included in the cost 

calculator if the company shows calculations for 

brokered products. 

= ACK  

/ end-of-year pension 

account  

 ACP is calculated as ACK in percent of the value 

of savings at the end of the year of saving. 

 The one-year projection of the pension account 

for market return pension products must apply 

the assumptions laid down by the Danish 

Insurance Association and the Danish Bankers 

Association. 

 The one-year projection of pension account for 

traditional with profit pension products must 

apply the company's current interest on 

policyholders' savings for the company's group 

for new customers. 

= ACP  

Note: The included costs must be calculated in accordance with the look-through principle 

described in appendix 1. 

 

12.3.1. Pension investment returns tax 

The investment costs in the cost calculators must be calculated before pension 

investment returns tax. In its one-year projection of the pension account, the 

company must apply the pension investment returns tax rate applicable to the 

current year. 

 

12.4. Further requirements 

12.4.1. Product, customer and savings type 

The cost calculator must show ACK and ACP and the breakdown of costs by 

administration and investment costs as well as other costs for market return 

pension products and traditional with profit pension products, where relevant.  

 

Furthermore, distinction must – where relevant – be made between corporate 

and private customers. As a result, the administration charge used in the cost 

calculator must be based on the company's current price lists for the typical 

corporate customer and the typical private customer. With respect to particularly 

company pension schemes, it might be relevant to apply an average rate 

representative of the majority of the company's customers. In its assumptions 

for the cost calculator, the company must state the size of the company pension 

scheme on which the calculations are based. 

 

Companies offering a wide range of individual pension schemes must show ACK, 

ACP and breakdown of administration and investment costs and other costs for 

such schemes. 

 

The cost calculator must reflect the differences which depend on the value of the 

premium and/or savings. 

 

If a company uses special bonus provisions, and if the costs for customers with 

special bonus provisions deviate substantially from the costs for customers with 

no special bonus provisions, the cost calculator must calculate ACK, ACP and 
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breakdown of costs by administration and investment costs and other costs for 

both types of customers.  

 

12.4.2. Investment costs 

In respect of investment costs, the cost calculator must use the calculations 

from the company's most recently published method statement (see chapter 

10). This means that the calculations of investment costs in the cost calculator 

must be made on the basis of the investment costs stated in the most recently 

published method statement, broken down by the asset categories found in 

sections 6.5-6.12. The company must use the share of investment costs 

specified in the method statement which concerns the product(s) offered to the 

company's typical customer. 

 

Investment costs involved in the investment of customer funds, including 

customers' undistributed reserves (incl. collective bonus potential, market value 

adjustment and outstanding claims provisions) must be included. 

 

12.4.3. Topicality 

The company must ensure that the cost calculator reflects the company's 

current level of costs. Companies must therefore update their cost calculators as 

soon as possible if changes are made to the calculation assumptions.  

 

If the company significantly changes investment strategy, resulting in a different 

asset mix in future, this must be reflected in the cost calculator.  In respect of 

the new asset mix, the company must continue to apply the investment costs 

for each asset category from the most recently published method statement. In 

such case, the company must give an account of the assumptions of the cost 

calculator. Furthermore, the company must update the cost calculator with 

respect to investment costs after each publication of the method statement and 

the reconciliation form. 

 

On the website with the cost calculator, the company must specify when the site 

was last updated. 

 

12.4.4. Default administration cost rate 

It must be possible to use the cost calculator without the user having to enter an 

administration cost rate. Thus, the company must, as a minimum, have a 

default administration cost rate in the cost calculator. This default rate must be 

realistic compared to the company's market segment. 

 

12.4.5. Shadow accounts 

The cost calculator has a long-term perspective whereas a shadow account is a 

short-term arrangement, which should therefore not be included in the cost 

calculator. 

  

In connection with the displaying of ACK and ACP in the cost calculator, the 

company must state that it has a shadow account. 
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12.4.6. Time of contribution and projection 

The calculations in the cost calculator must be based on the assumption that 

total annual contributions are made on 1 January. This applies regardless of 

whether contributions are actually made in the form of monthly payments. 

 

Cost calculators must contain a one-year projection of the pension account. In 

their one-year projection, companies must use the assumptions for market 

return pension products laid down by the Danish Insurance Association and the 

Danish Bankers Association (the common forecast assumptions). This means 

that the return assumption in the projection is before investment costs. It also 

means that in the one-year projection, no company may include a gross return 

of more than the maximum assumptions (the common forecast assumptions) 

laid down by the Danish Insurance Association and the Danish Bankers 

Association from time to time. 

 

In its one-year projection for traditional with profit pension products, the 

company must apply the current interest on policyholders' savings for the 

company's group for new customers. 

 

The company must show the numerical assumptions forming the basis of the 

projection of the pension account. This includes the value of the return, 

administration costs, investment costs and other costs, including return on risk. 

This applies to the one year projection, and if the company also decides to 

project costs by more than one year. 
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Appendix 1: Look-through principle for operating expenses 

Insurance activities can be organised in various organisational ways. 

Calculations of customer-specific costs are based on information from the 

financial statements. However, customer information is not the primary purpose 

of financial statements. The aim of the financial statements is to show the 

financial position of the company, so even though costs are recognised correctly 

in the financial statements, the information of the financial statements might not 

provide a comparative picture which can be used for calculating customer-

specific costs. This is especially true if part of the insurance activities is 

undertaken by legal entities other than the insurance company itself, e.g. by 

subsidiaries.  

 

The Board of Directors has therefore been decided to apply a look-through 

principle for the operating expenses in the calculation of customer-specific costs.  

 

Look-through principle for operating expenses 

The look-through principle for operating expenses offsets the importance of 

different corporate structures as the principle means that costs are calculated as 

were all operating activities undertaken by one company.  

 

Box B.1.1: Look-through principle 

 
 

When part of the insurance activities is undertaken by subsidiaries or associates, 

the profit/loss of the subsidiary/associates will be included in the parent 

company income statement under investment return as it is an investment for 

the parent company. Something similar applies to equity investments as equity 

investments have an impact on investment return through value adjustments.  

 

The principle also means that allowance is made for the operating 

expenses relating to activities undertaken by other legal entities than 

the company itself when the legal entity in question is responsible for 

part of the pension company's customer relationships.  

 

An activity is to be included if (all criteria must be met):  

 the pension company recognises an ownership interest in the legal 

entity; and 

 the activity concerns the pension company's own customer 

relationships; and  

 the company could choose to place the activity directly with the 

pension company rather than with the other legal entity; and 

 the result of the activity is borne by the customers. 

 

When operating expenses from the financial statements are adjusted by 

costs from subsidiaries etc. to be used in the calculation of customer-

specific costs, the stated investment return must also be adjusted, see 

the examples below, so that information is always mutually consistent. 

 

If, according to the accounting concept of materiality, the adjustments 

of the operating expenses are of minor importance, no adjustments 

need to be made. 
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This makes it difficult to compare operating expenses across companies. If 

operating activities had been placed in the same company as the insurance 

contracts, the investment return would not have been subject to adjustment, 

and the adjustment would instead have been included in other items of the 

income statement, including operating expenses. 

 

When operating expenses are adjusted by applying a look-through principle to 

be able to calculate customer-specific costs, this will also have an impact on 

investment return. If operating expenses are adjusted for a loss in a subsidiary, 

which undertakes insurance contract management, and as a result, operating 

expenses are higher seen from a customer perspective than seen from an 

accounting perspective, the investment return would have to be increased in 

order to be consistent with the increased operating expenses.  

 

Examples of the look-through principle 

Below are examples of the look-through principle under different assumptions 

about ownership interest, profit/loss of the company which undertakes part of 

the operations of the pension company. 

 

Example 1: 

The example below illustrates the accounting treatment of a subsidiary, which 

undertakes part of the operations for the pension company. 

 

 
 

In the above example, pension company A has a subsidiary, which manages and 

develops the pension company's own customer relationships. Pension company 

A pays a contractual amount of DKK 500 to the subsidiary which is recognised as 

"Income" in the income statement of the subsidiary. It is assumed that the 

amount of DKK 500 covers investment management expenses of DKK 200 and 

operating expenses of DKK 300. Such expenses are shown in the income 

statement for the pension company.  

 

Pension company A Man./dev. company 

(owns 100% of man./dev. company) 

Income statement Income statement 

Investment return: Income 500 

  - income from group enterprises 250 Costs -250 

  - investment costs -200 Profit/loss 250 

Operating expenses -300 

Assets 

Development 400 

Assets/liabilities Cash  150 

Investments in subsidiaries 550 Total 550 

Liabilities 

Equity 300 

Retained earnings 250 

Total 550 
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In this example, the profit of the subsidiary is DKK 250 which is included in the 

investment return for the parent company. It is also included in the equity value 

of the subsidiary in the balance sheet which has been revalued from 300 to 550. 

The profit of the subsidiary has thus increased the pension company's value of 

the subsidiary as an investment. 

 

However, the profit may also reflect the fact that the contractually agreed costs 

for the pension company have actually been lower for the period than the costs 

incurred. In this situation, the costs used in the calculation of customer-specific 

costs should therefore be lowered. However, the profit may alternatively be 

earned from income-generating investment assets (e.g. properties or bonds). In 

such cases, the costs to be used in the calculation of customer-specific costs 

should not be lowered. 

 

However, the opposite situation may also occur. The following example is 

entirely parallel to the above, just with a loss in the subsidiary instead of a 

profit.  

 

Example 2: 

In the example below, as above, pension company A pays a contractual amount 

of DKK 500 to the subsidiary (income DKK 500) covering investment 

management expenses (DKK 200) and operating expenses (DKK 300) in the 

pension company.  

 

This year, the loss of the subsidiary is DKK 250. The loss can be ascribed to 

impairment of the subsidiary's development assets. In accordance with the 

accounting rules, the loss reduces the investment return in the parent company 

and lowers the pension company's value of the subsidiary as an investment. 

 

Losses may also occur if not all development costs can be recognised as an 

intangible asset; see section 60(2) of the Danish Executive Order on the 

Presentation of Financial Statements. This means that the greater the share of 

development costs that can be capitalised, the lower the loss will have to be 

included in the calculation of customer-specific costs. Development costs are 

capitalised in the same way in both patent company and subsidiary, and thus, 

the capitalisation does not give rise to different recognition in the parent 

company and subsidiary, respectively.   
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With the look-through principle, the loss is to be included in the operating 

expenses used in the calculation of customer-specific costs. 

 

The reason is that the loss arises from the pension company's own customers. 

This does not necessarily have to be the case, but it has been assumed in this 

example. Alternatively, the subsidiary could provide services to other pension 

companies. If the loss does not arise from the pension company's own 

customers but the customers of other pension companies, the look-through 

principle means that the loss is to be included in the calculation of the customer-

specific costs in pension company A. 

 

Another reason why the loss is to be included in the customer-specific costs in 

pension company A is that they would have been included according to the 

Danish Executive Order on the Presentation of Financial Statements had the 

development assets been placed in pension company A rather than in a 

subsidiary. In such case, the loss would have had an impact on pension 

company A's operating expenses.  

 

Furthermore, it is assumed that the operating expenses are fully charged to the 

customers for which the costs are calculated. If equity covers the costs in whole 

or in part, and as a result, costs are not borne by the customers in whole or in 

part, costs should not be included in the calculation of customer-specific costs.  

 

The next example shows the accounting treatment of a subsidiary which is not 

wholly owned and in an associate.  

 

 

 

 

 

 

 

 

Pension company A Man./dev. company 

(owns 100% of man./dev. company) 

Income statement Income statement 

Investment return: Income 500 

  - income from group enterprises -250 Costs -750 

  - investment costs -200 Profit/loss -250 

Operating expenses -300 

Assets 

Development 400 

Assets/liabilities Total 400 

Investments in subsidiaries 50 

Liabilities 

Equity 300 

Retained earnings -250 

Total equity 50 

Bank loans 350 

Total 400 
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Example 3: 

 

 
 

The accounting treatment of the associates follows the same procedure as 

subsidiaries, but the ownership interest is smaller and the amounts are then, all 

other things being equal, correspondingly smaller.  

 

In respect of pension company A, the situation is the same as in the previous 

example, but all figures are 75% as the ownership interest in the 

management/development company is 75%. 

 

Pension company B pays a contractual amount of DKK 125 (50+75) to the 

associate management company (corresponding to 25% of the income of DKK 

500).  

 

In this example, as in the previous example, the loss of the management 

company is DKK 250. 25% of this amount is included in the investment return 

for pension company B. It is also included in the equity value of the subsidiary in 

the balance sheet, of which pension company B's share accounts for 25% of 

DKK 50, i.e. DKK 13. The loss of the management company has thus reduced 

the pension company's value of the management company as an investment. 

 

If, as in the previous examples, the loss can be ascribed to pension company B's 

customer relationships (to an extent corresponding to the relative ownership 

interest), the loss would have to be included in the calculation of the customer-

specific costs. 

 

 

 

 

 

 

 

 

 

Pension company A Man./dev. company Pension company B 

(owns 75% of man./dev. company) (owns 25% of man./dev. company) 

Income statement Income statement Income statement 
Investment return: Income 500 Investment return: 
  - income from group 

enterprises -188 
Costs -750   - income from associates -63 

  - investment costs -150 
Profit/loss -250   - investment costs -50 

Operating expenses -225 Operating expenses -75 
Assets 

Development 400 

Assets Total 400 Assets 

Investments in subsidiaries 37.5 Investments in subsidiaries 12.5 

Liabilities 

Equity 300 
Retained earnings -250 

Total equity 50 

Bank loans 350 

Total 400 
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Example 4: 

 

 
 

The tables above show the same example as previously, but the ownership 

interest in the management company (for pension company A) is so small that 

the investment can now be classified as an equity investment. The amounts are 

correspondingly small.  

 

As a result of the look-through principle, pension company A will – subject to the 

previous assumptions – have to adjust its costs used in the calculation of 

customer-specific costs, but it is a minor adjustment.  

 

A similar example is shown where no share is owned in the management 

company (pension company B). This example only includes the contractually 

agreed payments to the management company, and there is no impact on the 

investment return. Therefore, there is no need to go through the figures, and no 

adjustment needs to be made of the accounting figures to calculate the 

customer-specific costs. 

 

 

 

 

Pension company A Man./dev. company Pension company B 

(owns 5% of man./dev. company) (owns 0% of man./dev. company) 

Income statement Income statement Income statement 
Investment return: Income 500 Investment return: 

  - price adjustment -13 Costs -750   - price adjustment - 
  - investment costs -10 Profit/loss -250   - investment costs -10 

Operating expenses -15 Operating expenses -15 

Assets 

Development 400 
Assets Total 400 Assets 

Investments in subsidiaries 2.5 Investments in subsidiaries - 

Liabilities 

Equity 300 
Retained earnings -250 

Total equity 50 

Bank loans 350 

Total 400 
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Appendix 2: The industry's common cost rates 

This appendix includes tables showing the industry's common cost rates for 

calculation of investment costs. Chapter 6 gives a detailed description of the 

calculation of investment costs allocated on asset categories. 

 

As a general rule, the cost rates in this appendix must always be used. Obtained 

fund-specific costs may only be used if the company, in a satisfactory manner, is 

able to document that the fund-specific costs obtained by the company provide 

a more fair view than the standard rates. The documentation of the obtained 

fund-specific costs must be of such a nature that it can serve as the foundation 

for the auditors' review. Thus, the external auditor must examine whether the 

documentation of the obtained fund-specific costs is well-founded. 

 

The transition of a company to fund-specific costs is binding. This means that a 

company which has once applied obtained fund-specific costs for a given asset 

(e.g. a given unit from a given foreign unit trust) must also in future apply 

obtained fund-specific costs for that asset.  

 

The cost rates in this appendix are obviously based on a number of realistic, yet 

estimated assumptions. Assessments will be made on an ongoing basis of 

whether the cost rates should be adjusted. 

 

The cost rates in tables B.2.1-B.2.6 allow for the inclusion of investment costs in 

all tiers of FoF structures.  

 

The model used to calculate the cost rates can be obtained by contacting 

abs@forsikringogpension.dk. It is not allowed to include company-specific 

assumptions about e.g. expected rate of return in the model. However, 

interpolation is allowed. 

 

 

  

mailto:abs@forsikringogpension.dk
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Table B.2.1: Age-dependent cost rates, PE funds individual funds 

Fee rate in 

funds 

0.50% 0.75% 1.00% 1.25% 1.50% 1.75% 2.00% 

Cost rate as % 

of commitment 

year no. 

       

1  0.50   0.75   1.00   1.25   1.50   1.75   2.00  

2  0.50   0.75   1.00   1.25   1.50   1.75   2.00  

3  0.50   0.75   1.00   1.25   1.50   1.75   2.00  

4  0.50   0.75   1.00   1.25   1.50   1.75   2.00  

5  0.50   0.75   1.00   1.25   1.50   1.75   2.00  

6  1.79   1.97   2.15   2.33   2.51   2.69   2.87  

7  1.67   1.80   1.92   2.04   2.17   2.29   2.42  

8  1.56   1.63   1.70   1.76   1.83   1.90   1.97  

9  1.47   1.49   1.52   1.54   1.56   1.58   1.61  

10  0.04   0.06   0.08   0.10   0.12   0.14   0.16  

11  0.04   0.05   0.07   0.09   0.11   0.13   0.15  

12  0.03   0.05   0.07   0.08   0.10   0.11   0.13  

13  0.03   0.04   0.06   0.07   0.09   0.10   0.12  

14  0.03   0.04   0.05   0.07   0.08   0.09   0.11  

15  0.02   0.04   0.05   0.06   0.07   0.08   0.10  

 

 

Fee rate in funds 2.25% 2.50% 2.75% 3.00% 

Cost rate as % 

of commitment 

year no. 

    

1  2.25   2.50   2.75   3.00  

2  2.25   2.50   2.75   3.00  

3  2.25   2.50   2.75   3.00  

4  2.25   2.50   2.75   3.00  

5  2.25   2.50   2.75   3.00  

6  3.05   3.23   3.41   3.59  

7  2.54   2.66   2.79   2.91  

8  2.03   2.10   2.17   2.24  

9  1.63   1.65   1.67   1.70  

10  0.18   0.20   0.22   0.24  

11  0.16   0.18   0.20   0.22  

12  0.15   0.16   0.18   0.20  

13  0.13   0.15   0.16   0.18  

14  0.12   0.13   0.15   0.16  

15  0.11   0.12   0.13   0.14  
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Table B.2.2: Age-dependent cost rates, PE fund-of-funds 

Fee rate in FoF 0.25% 

Fee rate in 

funds 

0.50% 0.75% 1.00% 1.25% 1.50% 1.75% 2.00% 

Cost rate as % 

of commitment 

year no. 

       

1 0.30 0.33 0.35 0.38 0.40 0.43 0.45 

2 0.40 0.48 0.55 0.63 0.70 0.78 0.85 

3 0.58 0.74 0.90 1.06 1.23 1.39 1.55 

4 0.75 1.00 1.25 1.50 1.75 2.00 2.25 

5 0.75 1.00 1.25 1.50 1.75 2.00 2.25 

6 0.87 1.12 1.36 1.60 1.85 2.09 2.33 

7 1.49 1.71 1.94 2.16 2.38 2.61 2.83 

8 1.87 2.05 2.24 2.42 2.60 2.78 2.96 

9 2.20 2.32 2.44 2.57 2.69 2.81 2.93 

10 1.91 1.98 2.05 2.12 2.19 2.26 2.33 

11 1.50 1.53 1.56 1.59 1.63 1.66 1.69 

12 0.93 0.94 0.95 0.95 0.96 0.97 0.98 

13 0.04 0.04 0.05 0.05 0.06 0.07 0.07 

14 0.03 0.03 0.04 0.04 0.05 0.05 0.05 

15 0.02 0.02 0.03 0.03 0.03 0.04 0.04 

 

Fee rate in FoF 0.25% 

Fee rate in funds 2.25% 2.50% 2.75% 3.00% 

Cost rate as % 

of commitment 

year no. 

    

1 0.48 0.50 0.53 0.55 

2 0.93 1.00 1.08 1.15 

3 1.71 1.88 2.04 2.20 

4 2.50 2.75 3.00 3.25 

5 2.50 2.75 3.00 3.25 

6 2.58 2.82 3.06 3.30 

7 3.05 3.28 3.50 3.72 

8 3.15 3.33 3.51 3.69 

9 3.05 3.18 3.30 3.42 

10 2.41 2.48 2.55 2.62 

11 1.72 1.75 1.78 1.82 

12 0.99 0.99 1.00 1.01 

13 0.08 0.08 0.09 0.10 

14 0.06 0.06 0.07 0.07 

15 0.04 0.05 0.05 0.05 
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Table B.2.2 (continued): Age-dependent cost rates, PE fund-of-funds 

Fee rate in FoF 0.50% 

Fee rate in 

funds 

0.50% 0.75% 1.00% 1.25% 1.50% 1.75% 2.00% 

Cost rate as % 

of commitment 

year no. 

       

1 0.55 0.58 0.60 0.63 0.65 0.68 0.70 

2 0.65 0.73 0.80 0.88 0.95 1.03 1.10 

3 0.83 0.99 1.15 1.31 1.48 1.64 1.80 

4 1.00 1.25 1.50 1.75 2.00 2.25 2.50 

5 1.00 1.25 1.50 1.75 2.00 2.25 2.50 

6 1.12 1.36 1.61 1.85 2.09 2.33 2.58 

7 1.72 1.94 2.17 2.39 2.61 2.84 3.06 

8 2.07 2.25 2.43 2.62 2.80 2.98 3.16 

9 2.35 2.47 2.59 2.71 2.83 2.96 3.08 

10 2.00 2.07 2.14 2.22 2.29 2.36 2.43 

11 1.56 1.59 1.62 1.65 1.68 1.71 1.75 

12 0.96 0.97 0.98 0.99 1.00 1.00 1.01 

13 0.06 0.07 0.07 0.08 0.08 0.09 0.10 

14 0.05 0.05 0.05 0.06 0.06 0.07 0.07 

15 0.03 0.04 0.04 0.04 0.05 0.05 0.05 

 

Fee rate in FoF 0.50% 

Fee rate in funds 2.25% 2.50% 2.75% 3.00% 

Cost rate as % 

of commitment 

year no. 

    

1 0.73 0.75 0.78 0.80 

2 1.18 1.25 1.33 1.40 

3 1.96 2.13 2.29 2.45 

4 2.75 3.00 3.25 3.50 

5 2.75 3.00 3.25 3.50 

6 2.82 3.06 3.31 3.55 

7 3.28 3.51 3.73 3.95 

8 3.34 3.53 3.71 3.89 

9 3.20 3.32 3.45 3.57 

10 2.50 2.57 2.64 2.72 

11 1.78 1.81 1.84 1.87 

12 1.02 1.03 1.03 1.04 

13 0.10 0.11 0.11 0.12 

14 0.08 0.08 0.09 0.09 

15 0.06 0.06 0.06 0.07 
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Table B.2.2 (continued): Age-dependent cost rates, PE fund-of-funds 

Fee rate in FoF 0.75% 

Fee rate in 

funds 

0.50% 0.75% 1.00% 1.25% 1.50% 1.75% 2.00% 

Cost rate as % 

of commitment 

year no. 

       

1 0.80 0.83 0.85 0.88 0.90 0.93 0.95 

2 0.90 0.98 1.05 1.13 1.20 1.28 1.35 

3 1.08 1.24 1.40 1.56 1.73 1.89 2.05 

4 1.25 1.50 1.75 2.00 2.25 2.50 2.75 

5 1.25 1.50 1.75 2.00 2.25 2.50 2.75 

6 1.37 1.61 1.85 2.09 2.34 2.58 2.82 

7 1.95 2.17 2.40 2.62 2.84 3.07 3.29 

8 2.27 2.45 2.63 2.81 3.00 3.18 3.36 

9 2.49 2.62 2.74 2.86 2.98 3.10 3.23 

10 2.10 2.17 2.24 2.31 2.38 2.46 2.53 

11 1.61 1.64 1.68 1.71 1.74 1.77 1.80 

12 1.00 1.00 1.01 1.02 1.03 1.04 1.04 

13 0.09 0.09 0.10 0.10 0.11 0.12 0.12 

14 0.06 0.07 0.07 0.08 0.08 0.09 0.09 

15 0.05 0.05 0.05 0.06 0.06 0.06 0.07 

 

 

Fee rate in FoF 0.75% 

Fee rate in funds 2.25% 2.50% 2.75% 3.00% 

Cost rate as % 

of commitment 

year no. 

    

1 0.98 1.00 1.03 1.05 

2 1.43 1.50 1.58 1.65 

3 2.21 2.38 2.54 2.70 

4 3.00 3.25 3.50 3.75 

5 3.00 3.25 3.50 3.75 

6 3.07 3.31 3.55 3.80 

7 3.51 3.74 3.96 4.18 

8 3.54 3.72 3.91 4.09 

9 3.35 3.47 3.59 3.71 

10 2.60 2.67 2.74 2.81 

11 1.83 1.87 1.90 1.93 

12 1.05 1.06 1.07 1.08 

13 0.13 0.13 0.14 0.14 

14 0.10 0.10 0.10 0.11 

15 0.07 0.07 0.08 0.08 
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Table B.2.2 (continued): Age-dependent cost rates, PE fund-of-funds 

Fee rate in FoF 1.00% 

Fee rate in 

funds 

0.50% 0.75% 1.00% 1.25% 1.50% 1.75% 2.00% 

Cost rate as % 

of commitment 

year no. 

       

1 1.05 1.08 1.10 1.13 1.15 1.18 1.20 

2 1.15 1.23 1.30 1.38 1.45 1.53 1.60 

3 1.33 1.49 1.65 1.81 1.98 2.14 2.30 

4 1.50 1.75 2.00 2.25 2.50 2.75 3.00 

5 1.50 1.75 2.00 2.25 2.50 2.75 3.00 

6 1.61 1.85 2.10 2.34 2.58 2.83 3.07 

7 2.18 2.40 2.63 2.85 3.07 3.30 3.52 

8 2.47 2.65 2.83 3.01 3.19 3.38 3.56 

9 2.64 2.76 2.88 3.01 3.13 3.25 3.37 

10 2.19 2.27 2.34 2.41 2.48 2.55 2.62 

11 1.67 1.70 1.73 1.76 1.80 1.83 1.86 

12 1.03 1.04 1.05 1.05 1.06 1.07 1.08 

13 0.11 0.12 0.12 0.13 0.13 0.14 0.15 

14 0.08 0.09 0.09 0.10 0.10 0.10 0.11 

15 0.06 0.07 0.07 0.07 0.08 0.08 0.08 

 

 

Fee rate in FoF 1.00% 

Fee rate in funds 2.25% 2.50% 2.75% 3.00% 

Cost rate as % 

of commitment 

year no. 

    

1 1.23 1.25 1.28 1.30 

2 1.68 1.75 1.83 1.90 

3 2.46 2.63 2.79 2.95 

4 3.25 3.50 3.75 4.00 

5 3.25 3.50 3.75 4.00 

6 3.31 3.55 3.80 4.04 

7 3.74 3.97 4.19 4.41 

8 3.74 3.92 4.10 4.29 

9 3.50 3.62 3.74 3.86 

10 2.69 2.77 2.84 2.91 

11 1.89 1.92 1.95 1.98 

12 1.08 1.09 1.10 1.11 

13 0.15 0.16 0.16 0.17 

14 0.11 0.12 0.12 0.13 

15 0.09 0.09 0.09 0.10 
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Table B.2.2 (continued): Age-dependent cost rates, PE fund-of-funds 

Fee rate in FoF 1.25% 

Fee rate in 

funds 

0.50% 0.75% 1.00% 1.25% 1.50% 1.75% 2.00% 

Cost rate as % 

of commitment 

year no. 

       

1 1.30 1.33 1.35 1.38 1.40 1.43 1.45 

2 1.40 1.48 1.55 1.63 1.70 1.78 1.85 

3 1.58 1.74 1.90 2.06 2.23 2.39 2.55 

4 1.75 2.00 2.25 2.50 2.75 3.00 3.25 

5 1.75 2.00 2.25 2.50 2.75 3.00 3.25 

6 1.86 2.10 2.34 2.59 2.83 3.07 3.31 

7 2.41 2.64 2.86 3.08 3.31 3.53 3.75 

8 2.66 2.85 3.03 3.21 3.39 3.57 3.76 

9 2.79 2.91 3.03 3.15 3.28 3.40 3.52 

10 2.29 2.36 2.43 2.51 2.58 2.65 2.72 

11 1.73 1.76 1.79 1.82 1.85 1.88 1.92 

12 1.06 1.07 1.08 1.09 1.09 1.10 1.11 

13 0.14 0.14 0.15 0.15 0.16 0.16 0.17 

14 0.10 0.11 0.11 0.11 0.12 0.12 0.13 

15 0.08 0.08 0.08 0.09 0.09 0.09 0.10 

 

 

Fee rate in FoF 1.25% 

Fee rate in funds 2.25% 2.50% 2.75% 3.00% 

Cost rate as % 

of commitment 

year no. 

    

1 1.48 1.50 1.53 1.55 

2 1.93 2.00 2.08 2.15 

3 2.71 2.88 3.04 3.20 

4 3.50 3.75 4.00 4.25 

5 3.50 3.75 4.00 4.25 

6 3.56 3.80 4.04 4.29 

7 3.98 4.20 4.42 4.65 

8 3.94 4.12 4.30 4.48 

9 3.64 3.76 3.89 4.01 

10 2.79 2.86 2.93 3.01 

11 1.95 1.98 2.01 2.04 

12 1.12 1.13 1.13 1.14 

13 0.18 0.18 0.19 0.19 

14 0.13 0.14 0.14 0.15 

15 0.10 0.10 0.11 0.11 
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Table B.2.3: Age-dependent cost rates, property funds 

Year no. Cost rate as % of commitment 

1  0.75  

2  0.75  

3  0.75  

4  0.68  

5  0.68  

6  0.68  

7  1.53  

8  1.53  

9  1.53  

10  1.30  

11  0.23  

12  0.17  

13  0.13  

14  0.09  

15  0.07  
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Table B.2.4: Age-dependent cost rates, infrastructure funds 

Fee rate in 

funds 

0.50% 0.75% 1.00% 1.25% 1.50% 1.75% 2.00% 

Cost (% of 

commitment) 

year no. 

       

1  0.50   0.75   1.00   1.25   1.50   1.75   2.00  

2  0.50   0.75   1.00   1.25   1.50   1.75   2.00  

3  0.50   0.75   1.00   1.25   1.50   1.75   2.00  

4  0.45   0.68   0.90   1.13   1.35   1.58   1.80  

5  0.45   0.68   0.90   1.13   1.35   1.58   1.80  

6  0.45   0.68   0.90   1.13   1.35   1.58   1.80  

7  1.41   1.64   1.86   2.09   2.31   2.54   2.76  

8  1.41   1.64   1.86   2.09   2.31   2.54   2.76  

9  1.41   1.64   1.86   2.09   2.31   2.54   2.76  

10  1.26   1.41   1.56   1.71   1.86   2.01   2.16  

11  0.15   0.23   0.30   0.38   0.45   0.53   0.60  

12  0.11   0.17   0.23   0.28   0.34   0.39   0.45  

13  0.08   0.13   0.17   0.21   0.25   0.30   0.34  

14  0.06   0.09   0.13   0.16   0.19   0.22   0.25  

15  0.05   0.07   0.09   0.12   0.14   0.17   0.19  
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Table B.2.5: Age-dependent cost rates, forest funds 

Year no. Cost rate as % of commitment 

1  1.00  

2  1.00  

3  1.00  

4  0.90  

5  0.90  

6  0.90  

7  1.43  

8  1.43  

9  1.43  

10  1.13  

11  0.30  

12  0.23  

13  0.17  

14  0.13  

15  0.09  
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Table B.2.6: Age-dependent cost rates for funds not based on commitments, 

e.g. hedge funds 

Year no. Cost rate as % of commitment 

1 3.40 

2 3.40 

3 3.40 

4 3.40 

5 3.40 

6 3.40 

7 3.40 

8 3.40 

9 3.40 

10 3.40 

11 3.40 

12 3.40 

13 3.40 

14 3.40 

15 3.40 
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Appendix 3: Examples of auditors' and company's assurance reports 

This appendix contains an example of a company's assurance report and an 

example of an auditors' assurance report. 

 

Box B.3.1: Example of company's assurance report for inspiration 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Box B.3.2: Example of independent auditors' assurance report on the calculation 

of ACK and ACP 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

On this day, the company has considered and approved the company's 

method statement and reconciliation form for the financial year 2013. 

 

We believe that the method statement and reconciliation form have been 

prepared in accordance with the current recommendation of the Board of 

Directors of the Danish Insurance Association. 

 

We furthermore believe that the calculation of ACK and ACP and the 

methodological choices accounted for in the method statement are in 

accordance with the current recommendation of the Board of Directors of 

the Danish Insurance Association. 

 

Finally, we believe that the reconciliation between the total customer 

specific ACKs and the annual report and the company's other records have 

been prepared in accordance with the current recommendation of the Board 

of Directors of the Danish Insurance Association. 

To the management of [Pension Company XX] 

In accordance with the recommendation of the Danish Insurance 

Association in LP Information 52/13, we have reviewed the method 

statement, reconciliation form and calculation of cost elements for the 

calculation of ACK (annual costs in kroner) and AOP (annual costs in 

percent) for [Pension Company XX] for 2013. 

 

Management is responsible for ensuring that the method statement, 

reconciliation form and distribution of cost elements in the calculation of 

ACK and ACP have been prepared in accordance with LP Information 52/13.  

 

Our responsibility is to express an opinion based on our review of whether 

the company's calculation of cost elements in the calculation of ACK and 

ACP has been made in accordance with the prepared method statement 

and the company's other records.  

 

The company's method statement and reconciliation form are dated ## 

#### 2014. 

 

(to be continued) 
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(continued) 

Basis of opinion 

We conducted our work in accordance with the international standard on 

assurance engagements ISAE 3000 DK and additional requirements in 

accordance with Danish audit regulations and in accordance with the 

guidelines in LP Information 52/13 from the Danish Insurance Association 

with a view to obtaining limited assurance that the company's calculation 

of cost elements in the calculation of ACK and ACP has been made in 

accordance with the prepared method statement and the company's other 

records. 

 

Our work was conducted by means of limited sampling, interviews and 

procedure review, and, in this connection, we have ensured that 

 the company calculates cost elements, including ACK and ACP in the 

manner described by the company in its method statement; 

 the information stated in the reconciliation form is consistent with the 

information provided in the annual report for 2013 and in various other 

records of the company; 

 the methodological choices accounted for by the company in the 

method statement have been used in the reconciliation form; 

 the company has prepared a reconciliation that all calculated costs 

have allocated to the company's customers; and that 

 the company has proven that the ACK and ACP information provided to 

the individual customer corresponds to the calculated costs charged to 

the customer by the company. 

 

The conducted work did not include: 

 

Checking the allocation of the calculated costs to the individual customers 

and the individual customer's information about ACK and ACP. 

 

Conclusion 

During the conducted work, we have not become aware of any 

circumstances causing us to express an opinion that the company's 

calculation of cost elements in the calculation of ACK and ACP has not in 

all material aspects been made in accordance with the prepared method 

statement, reconciliation form and the company's other records. 

 

, xx.xx.2014 

 

######## 

Statsautoriseret Revisionspartnerselskab 

 

State-authorised public accountant 

 

___________________ 
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Appendix 4: Auditing standard 

Section 10.1.2 describes the overall principles for the audit. This appendix 

elaborates on these principles with an actual auditing standard. 

Auditing the method statement 

The audit of each cost element in the method statement must look into the 

following: 

1. That the company includes the relevant cost element when relevant for the 

company. 

2. That the company states the accounting items which in practice form the 

basis of the calculation of the cost element in question. If a cost element is 

based on an estimate, the audit must ensure that the company accounts for 

the appropriateness of the estimate. 

3. That in its report, the company's investment costs are allocated to the asset 

categories set out in sections 6.5-6.12 to this recommendation. 

4. That the company allocates the relevant cost elements to the the 

company's customer groups according to the cost allocation base accounted 

for. The audit must also ensure that the company accounts for any 

delimitations in relation to e.g. customer groups. 

Auditing the reconciliation form 

General information 

In its method statement, the company has accounted for a number of estimates 

and cost allocation bases. The audit must ensure that such cost estimates and 

allocation bases are used in the reconciliation form. As an example, the audit 

must ensure that the allocation of costs to traditional with profit pension and 

market return pension products is in accordance with the cost allocation bases 

accounted for by the company in its method statement. 

 

Re 1a-1d 

For some reason, some customers do not receive information about ACK and 

ACP. The audit must ensure that the costs charged to those customers are 

calculated in the way as the costs charged to other customers – unless special 

circumstances apply. 

 

The audit must also ensure that the company has described the customer 

groups included in items 1c and 1d. 

 

Re 1. Total of ACK for customers 

The audit must ensure that the item equals the total of items 1a-1d. 

 

Re 2. Administration and acquisition costs; see the income statement 

The audit must ensure that the item includes the total of administration and 

acquisition costs; see item 9.1. (Acquisition costs) and item 9.2. (Administration 

costs) as stated in appendix 3 to the Danish Executive Order on the Presentation 

of Financial Statements. 

 

The audit must ensure that administration costs relating to insurance polices 

under the administration of Forenede Gruppeliv are included in this item if such 

costs are consolidated into the financial statements. 
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The audit must ensure that administration costs relating to all other insurance 

policies purchased from external providers of insurance products, e.g. sickness 

and accident insurance, insurance for certain critical illnesses and health 

insurance policies purchased from external parties, are included in this item if 

such costs are consolidated into the financial statements. 

 

The audit must ensure that rent for own owner-occupied property is not included 

in this item. 

 

Re 3. Rent for own owner-occupied property 

The audit must ensure that rent for own owner-occupied property has been 

calculated in accordance with the definition of "O" in appendix 9 to the Danish 

Executive Order on the Presentation of Financial Statements. 

 

Re 4. Broker costs 

The audit must ensure that the item includes the broker costs paid by the 

customers and which are passed on to the brokers, if such costs are not included 

in the acquisition costs in item 2 or 7. 

 

Re 5. Operating expenses of subsidiaries 

The audit must ensure that the item includes all expenses arising from the look-

through principle; see appendix 1. 

 

Whether expenses, as a result of the look-through principle, are to be included 

in the costs underlying the calculation of customer-specific costs and thus 

included in this item depends on a number of circumstances, including whether a 

profit/loss in the subsidiary stems from the parent company's own customers or 

other companies' customers. 

 

If a profit in the subsidiary stems from the parent company's own customers, 

the profit must be included in this item with a negative sign. 

 

If a loss in the subsidiary stems from the parent company's own customers, the 

loss must be included in this item with a positive sign. 

 

If a profit/loss in the subsidiary stems from other companies' customers the 

profit/loss is not to be included in this item. 

 

The audit must ensure the above. 

 

Re 6. Administration costs of external providers of insurance services 

The audit must ensure that the item includes costs relating to all insurance 

products purchased from external providers of insurance products, including that 

the company has included all costs with its external providers of insurance 

products. 

 

External providers are defined as both consolidated and non-consolidated 

insurance companies. 

 

The audit must ensure that the company accounts for the appropriateness of the 

estimate if the company has made such estimate. 
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The audit must ensure that the item includes administration costs relating to 

insurance policies under the administration of Forenede Gruppeliv if such costs 

are not included in item 2. 

 

The audit must ensure that the item includes administration costs relating to 

sickness and accident insurance policies purchased from external providers of 

insurance products if such costs are not included in item 2. 

 

The audit must ensure that the item includes administration costs relating to 

health insurance policies purchased from external providers of insurance 

products if such costs are not included in item 2. 

 

Re 7. Administration and acquisition costs relating to sickness and accident 

insurance policies; see the financial statements 

The audit must ensure that the item includes administration and acquisition 

costs relating to sickness and accident insurance policies; see 5.1. (Acquisition 

costs) and item 5.2. (Administration costs) in appendix 4 to the Danish 

Executive Order on the Presentation of Financial Statements. 

 

The audit must ensure that the item includes the administration and acquisition 

costs relating to sickness and accident insurance policies which are covered by 

the capital base. 

 

The audit must ensure that the item includes broker costs if such costs cannot 

be separated and calculated in item 4. 

 

The audit must ensure that the item does not include investment costs relating 

to sickness and accident insurance policies. 

 

Re 8. Profit/loss on administration and acquisition costs covered by the capital 

base (contra item) 

The audit must ensure that the item includes profit/loss on administration and 

acquisition costs when this is covered by the capital base. 

 

The audit must ensure that the administration costs relating to sickness and 

accident insurance policies which are covered by the capital base are deducted 

in this item. 

 

Re 9. Investment costs; see the income statement 

The audit must ensure that the item includes investment costs; see 2.7 

(Administration costs relating to investment business) in appendix 3 to the 

Danish Executive Order on the Presentation of Financial Statements. 

 

The audit must ensure that the item includes investment costs relating to 

sickness and accident insurance policies and the investment costs relating to the 

investment of the capital base. 

 

The audit must ensure that the item includes the investment costs relating to 

the investment of the capital base. 

 

Re 10. Other investment costs in funds, subsidiaries, unit trusts, etc. 

The audit must ensure that the item includes investment costs in funds, 

subsidiaries, unit trusts, etc. 
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The audit must ensure that the item also includes other investment costs 

relating to investment of the parent company's capital base in funds, 

subsidiaries, unit trusts, etc. 

 

The audit must ensure that the company has documentation of the cost used in 

the calculation of the investment costs if the company does not use the costs set 

out in appendix 2 to this recommendation. 

 

Re 11. Profit/loss on investment costs covered by the capital base (contra item) 

The audit must ensure that the item includes the profit/loss on investment costs 

covered by the capital base, including equity. 

 

The audit must ensure that the item includes the profit/loss on investment costs 

if the profit/loss is not covered by the capital base, including equity. 

 

Re 12. Investment costs relating to the capital base (contra item) 

The item should be seen as a contra item in relation to item 9, which includes 

investment costs as set out in the income statement. Item 9 thus includes 

investment costs relating to the investment of the capital base. As such 

investment costs should not be included in the calculation of ACK and ACP 

because they are not borne by the customers, they must be deducted in this 

item. 

 

The item should also be seen as a contra item in relation to item 10, which 

includes investment costs relating to the investment of the capital base. 

 

The audit must thus ensure that amounts deducted in this item are investment 

costs relating to the investment of the capital base. 

 

Re 13. Return on risk, including settlement of shadow accounts 

The audit must ensure that the item includes return on risk for the entire capital 

base. This means the return on risk for the capital base, special (individual and 

collective) bonus provisions and subordinate loan capital. 

 

The audit must ensure that the item includes the return on risk in both the 

interest rate, risk and cost groups. The return on risk may not be the same in all 

groups. 

 

The audit must ensure that the item does not include any cover by the capital 

base of losses as a result of a loss in the interest rate, risk or cost groups. 

 

The audit must ensure that the item does not include repayment of the cover by 

the capital base in previous years as this is not regarded as a cost. 

 

The audit must ensure that the item includes amounts to reduce a shadow 

account if the account is a result of an insufficient return on risk. The amount 

must be included in the year in which the amount is transferred to the capital 

base. 

 

The audit must ensure that the item includes the return on that part of a shadow 

account which is the result of an insufficient return on risk. The amount must be 

included in this item the year in which the amount is transferred to the capital 

base. 
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Re 14. Guarantee payments 

The audit must ensure that the item includes guarantee payments. 

 

If part of the interest on policyholders' savings assigned to a customer is used 

as payment for a guarantee instead of an increase in contribution or similar, this 

guarantee payment must be regarded as a cost and must thus be included in 

this item. This also applies if a customer also purchases a financial guarantee 

under a market return pension product. 

 

The audit must ensure this. 

 

Re 15. Cost and risk results 

Companies complying with the applicable contribution rules should only include 

the cost result and not the risk result in this item. 

 

In respect of such companies, the audit must ensure the following: 

 That any profit in the cost groups transferred to the collective bonus potential 

has been added in this item. 

 That any loss in the cost groups covered by the collective bonus potential has 

been deducted in this item. 

 

In the calculation of the cost result in the reconciliation form, the result must be 

adjusted for return, discounts, etc.; see appendix 5. The audit must ensure this. 

 

Companies having entered into an agreement disregarding the aplicable 

contribution rules and where the customers, ultimately, bear the risk of a cost or 

risk loss should only include the risk result and not the cost result in this item. 

 

In respect of such companies, the audit must ensure the following: 

 That any risk loss has been added in this item. 

 That any risk profit has been deducted in this item if the company has 

decided to include the risk profit in ACK. 

 

Re 16. Other costs that can be specified 

The audit must ensure that the item includes any other costs if such costs can 

be specified in sub-items. 

 

The audit must ensure that the item does not include any inexplicable 

differences between item 1 and item 17 as such difference must be included in 

item 18. 

 

Re 17. Total 

The audit must ensure that the item includes the total of items 2-16 and thus all 

explicable and specified costs. 

 

Re 18. Difference between item 1 and item 17 

The audit must ensure that any difference between item 1 and item 17 can be 

explained by the estimates made in connection with the completion of the form. 
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Appendix 5: Item 15 in the reconciliation form – adjustment for returns, 

discounts, etc. 

This appendix illustrates why and how the cost result is adjusted for returns and 

discounts. 

 

The purpose of the illustration below is to show that the total of items 2, 13 and 

15 in the reconciliation form (table 10.2) must result in the cost charge payable 

by customers of companies complying with the applicable contribution rules. The 

following example shows that this is the case in example 1, but not in examples 

2 and 3 where returns and cost discounts are included. If allowance is not made 

for this, the company's costs in item 17 in the reconciliation form will, all other 

things being equal, be higher than the customers' costs in item 1 in the 

reconciliation form. 

 

Table B.5.1: Illustration of problem 

  Example 1 Example 2 Example 3 

 Cost charge, second order 

before discount 

110 110 1051 

 Return after pension 
investment returns tax 

0 4  

 Operating expenses in the 

income statement 

100 100  

 Cost result before discount 10 14  

 Risk charge 50% 5 7  

 Collective bonus potential 5 7  

     

Item Reconciliation form    

2 Operating expenses 100 100 100 

13 Return on risk 5 7 7 

15 Cost result before discount 5 7 7 

 Cost charge, second order 

after discount 

110 114 114 

1 Because a discount has been granted. 

 

The solution is to adjust the items for returns and cost discounts. This is possible 

in two ways in example 2: 

a) The return included in items 13 and 15 is deducted in the two items 

b) The return included in items 13 and 15 is deducted in item 16 

 

In example 3, adjusted according to a), adjustment is also necessary for 

discounts in item 8 in the reconciliation form. 

 

Table B.5.2. Illustration of solution 

Item Reconciliation form a) b)  

2 Operating expenses in the 
income statement 

100 100 100 

8 Profit/loss covered by the 
capital base  

0 0 -5 

13 Return on risk 5 7 5 

15 Cost result before discount 5 7 5 

16 Other costs that can be 
specified 

0 -4 0 

 Cost charge, second order 
after discount 

110 110 105 
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Appendix 6: Pension Overview model 

This is where customer and agreement data are inserted (if consolidated 

overview for several agreements, specify: "The information in the Pension 

Overview is based on you having entered into these agreements: Agreement no. 

xxxxx, xxxxx and xxxxx.) 

 

Pension payment 

This is your Pension Overview – an overall overview of your pension payments if 

you retire, lose your earning capacity, fall seriously ill, are injured in an accident 

or die. The amounts are specified in present-value Danish kroner so they are 

comparable to your current salary. The figures may change (see [reference to 

assumptions]). Reference is also made to your agreement for more detailed 

information. 

 

Table B.6.1: Example of Pension Overview 

Pension payment 

(all amounts are 

specified before direct 

and indirect taxes) 

Lump sum 

payment 

Fixed-term 

payment 

Payment for life 

Your pension if you retire 

at the age of 65 

DKK 548,800 DKK 78,000 DKK 217,076 

Your pension payment if 

you lose your earning 

capacity 

 DKK 127,400  

On death DKK 912,100   

Certain critical illnesses DKK 139,000   

Health insurance DKK 330,100   

Contribution    

Total contribution 

incl./excl. AMB in 201X 

DKK 32,508 

Payment for insurance  

Total payment in 201X DKK 5,852 

Costs  

Annual costs in kroner in 

201X (ACK) 

DKK 2,121 

Annual costs in percent 

in 201X (ACP) 

0.82% 

Interest/return  

Benefit/return after tax 

and investment costs in 

201X 

DKK 10,352 

Scheme value  

Your pension account 

(alternatively your 

transfer value) at 31 

December 201X 

DKK 257,696 

(If relevant) Special 

bonus provisions at 31 

December 201X 

DKK 17,413  

 


