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Summary
Qudos Insurance A/S (“the ‘Company’) is a private limited non-life insurance company
incorporated in Denmark. Qudos Insurance is 100% owned by QIC Holdings ApS, “QICH”.
This document sets out the solvency and financial condition of the Company and its direct
holding company QIC Holdings ApS at December 31, 2017 in accordance with the EU Solvency
II Regulation.
2017 was a year of transition, where the Company has undergone significant changes to focus
and prepare the business for a new strategy. In March 2017, Qudos Insurance was acquired by
New Nordic Holding. The underlying vision and idea is for Qudos Insurance to serve as the
platform for a Nordic insurance strategy. As part of the new focused Nordic strategy a number
of agents have been cancelled and thus classified as discontinued business.
The continued business realized a profit of 5 mDKK compared to a loss in 2016 of 95 mDKK. The
performance improved mainly due to increases in premiums levels, adoption of new pricing,
changes to policy terms and conditions and renegotiation of agent commissions, broker fees etc.
The discontinued business incurred a loss of 111 mDKK mainly due to significant under-reserving
at year-end 2016 and contractual commitments in relation to cancelled agent business. The
overall result for 2017 shows a loss of 90 mDKK after tax compared to a loss of 136 mDKK in
2016.
The result is considered unsatisfactory but necessary to prepare the company for the future.
As part of the transformation Qudos Insurance has cancelled non-profitable business and as such
no longer writes any general motor business in the UK – a business segment that previously was
a large part of the overall business but also the main problem that resulted in losses. Also, other
non-profitable agents/binders have been cancelled. All in all, Qudos has gone from 31 active
binders at the peak in 2016 to now 12.
Further, Qudos has undergone a clean-up process. All insurance programs have undergone a
detailed reserve review, and consequently many of the related reserves on these programs have
been strengthened significantly as they were under-reserved by the end of 2016.
The organization has been strengthened in key areas with the recruitment of Robert Thornedahl
as new Managing Director and other key employees. Qudos will continue to strengthen key
positions in the company.
Investment Performance
Qudos’ investment strategy underwent a change in 2017 to address the sub-standard historical
performance and the large portion of assets in negatively yielding instruments.
New Nordic Capital, an insurance industry focused asset manager specialized in cross-asset
investing and managers of fixed-income and alternative assets, took full control of Qudos’
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investable assets in March 2017 with the aim of optimizing returns, subject to constraints, and
moving the book out of negatively yielding assets.
Qudos’ investment activities reported an overall result of -1.6 mDKK for 2017, up from -16.4
mDKK in 2016. The encouraging results were driven in large part by the change in asset
management where, despite the capital restrictions, a satisfactory return was generated.
Capital Performance
The Company closely monitors its capital adequacy ratio and expect this ratio would continue
to steadily improve throughout 2018.
The capital situation of Qudos Insurance has improved significantly under the new ownership.
As such, the capital solvency Adequacy ratio (SCR ratio) has improved from end of 2016 at a
level of 101 % to end 2017 at 122%. The improvements during 2017 are many but primarily
driven by:
1. Capital injection in March 2017 of 22,5 mDKK – impacted the SCR ratio positively by
expected 10%
2. Increase of reserves during the year 2017 – impacted negatively on the SCR ratio by
36%
3. Capital injection by the end of year 2017 of 44,7 mDKK – impacted the SCR ratio
positively by 22%
4. Reduction in business volume - impacted the SCR ratio positively by 10%
5. Actively increased market risk - impacted the SCR ratio negatively by 3-4%
6. Back book transaction and entering in to a portfolio transfer agreement - impacted the
solvency ratio by 12%
At year-end, the excess capital (own fund less solvency capital requirement) amounted to 37
mDKK, corresponding to a solvency ratio of 122. The Company uses the standard formula under
Solvency II to calculate the Solvency Capital Requirement.
During 2017, Qudos negotiated a back-book portfolio transfer agreement with a specialized
reinsurance/run-off company that was signed after the balance sheet date. The securitization
agreement resulted in a transfer of a gross run off portfolio of approximately 240 mDKK and net
82 mDKK. The transfer of the portfolio is now awaiting regulatory approval. Further to this,
Qudos is in the process of transferring additional up to 550 mDKK run off portfolios that in
relative size will impact the SCR ratio positively by additional 20-30%.
Overall, Management expects that based on these actions and on the continued business
performing at the expected level, the SCR ratio by year-end will be at a level of 130-140%.
The Solvency II position at December 31, 2017:
Solvency Capital Requirement, “SCR”
Eligible Own Funds
Surplus
SCR Coverage (Own Funds/SCR)

136 mDKK
166 mDKK
30 mDKK
122 %
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A: Business and Performance
A.1 Business
Company name and legal entity
This report covers Qudos Insurance A/S, (the ‘Company’), a limited liability company
incorporated in Denmark.
The Company is a wholly-owned subsidiary of QIC Holdings ApS “QICH”, a private limited
company incorporated in Denmark and with the ownership of the Company as its sole purpose.
Supervisory Authority
The Danish Financial Supervisory Authority (“DFSA”)
Århusgade 110
DK-2100 Copenhagen Ø
Denmark
Telephone: +45 3355 8282
Website: www.finanstilsynet.dk
External Auditor
PricewaterhouseCoopers, PwC
Strandvejen 44
DK-2900 Hellerup
Denmark
Telephone: +45 3945 3945
Website: www.pwc.dk
Holders of Qualifying Holdings
In March 2017, New Nordic Odin Denmark ApS (“New Nordic”)
acquired QICH from the previous majority owner Echelon
Financial Holdings Inc. (“Echelon”).
New Nordic Odin Denmark ApS is a private limited company
registered and domiciled in Denmark operating as an insurance
management holding company and is ultimately owned by New
Nordic Holding Limited, a private limited company registered
and domiciled in Guernsey.
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A.2 Underwriting Performance
Qudos Insurance’ business model is to write direct non-life insurance as program business
through a network of managing agents. The network of managing agents provides all policy and
claim management support required by the Company. They also manage the network of
producing sales agents and brokers. All activities provided by managing agents are carried out
in compliance with the standards and guidelines of the Company and under the control of the
Company.
Continued business is business written by MGAs under an active and ongoing Binder. Ceased
business is written under terminated Binders or programs in run off.
The continued business realized a profit of 5 mDKK compares to a loss in 2016 of 95 mDKK.
Main contributors to the result are:
- Increase in premium levels
- Adoption of new pricing
- Changes to policy terms and conditions
- Renegotiation of Agent commissions and broker fees
The discontinued business incurred a loss of 111 mDKK mainly due to significant under-reserving
at year-end 2016 and contractual commitments in relation to cancelled agent business.
Breakdown of aggregate premium revenues distributed by geography and lines of business:

LINES OF BUSINESS

8%

4%

Motor
Warranty
50%

38%

Accident & Sickness
Personal Property
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A.3 Investment Performance
The portfolio underwent a structural shift with the newly appointed asset manager, New Nordic
Capital, at the helm from March 2017, and several fixed income assets posted very strong
returns for 2017. A key shift saw approximately 20% of the portfolio move in to sovereign debt
qualifying for a capital charge exemption under Solvency II, with a key focus on peripheral
sovereigns, such as Portugal and Spain.

Investments
Interest income and dividend etc.
Currency and marketable securities adjustments
Interest expenses
Administrative expenses relating to investment activities
Return on investments, total

2017

2016

5.839

14.095

-3.687

-27.142

-794

-419

-2.958

-2.976

-1.600

-16.442

Exposures to covered bonds made up almost 50% of the investable assets. A portion of the
portfolio was re-positioned with an emphasis on Danish Mortgage Backed Securities to gain
exposure to assets with a favourable treatment under Solvency II and yield pick-up relative to
sovereign alternatives.
Strategic allocation was made in high yield assets with the aim of optimizing yield to SCR and
risk, as well as equities where exposures were gained through capital efficient derivative
exposures. These exposures provided an uplift to the portfolio and helped improve the 2017
return of investable assets, during New Nordic Capital’s nine-month tenure, to 1.6%.
A.4 Performance of other Activities
Assets held temporarily
Qudos Insurance A/S entered into an agreement to purchase non-listed shares prior to end
December 2017. This agreement was conditioned upon several key elements and conditions
being delivered and met. After the balance sheet date, it became clear that these conditions
would not be met. As such, these shares were disposed of after the balance sheet date and
exchanged to other assets at the same value as the purchase price.

Deferred tax
Net income before tax
Deferred tax

2017

2016

-107.913

-128.150

12.500

-

Recognized as:
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Deferred tax assets as at 1 January

-

7.794

Deferred tax related to profit/loss for the year

18.106

-

Actual tax – contribution from joint taxed companies

-5.606

-

Deferred tax assets as at 31 December

12.500

-

Qudos deferred tax assets consist of taxable loss carried forward within the joint taxation with
its sister companies.
The basis for revaluing the deferred tax assets is:
- Qudos is jointly taxed with profit making sister companies from 24 August 2017.
- The taxable loss is recognized within the period of joint taxation.
- Qudos’ sister companies expect to utilize the tax loss carried forward within the joint
taxation.
- Qudos’ sister companies realized a taxable profit in 2017 and has a history of positive
income. An amount of 5 million DKK at tax value is expected to be utilized for 2017.
- The basis for sister companies’ utilization are based on annual budgeted taxable profits
of approximately 10-15 million DKK per year, resulting in utilization of taxable losses
under the joint taxation within a period of less than 4 years relating to the remainder of
7.5 million DKK.
A.5 Any Other Information
Nothing to report.
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B. System of Governance
B.1 General Information on the System of Governance
Qudos Insurance A/S is a registered limited liability insurance company domiciled in
Copenhagen, Denmark and is carrying out its business under the supervision of the Danish
Financial Supervisory Authority, “Finanstilsynet”.
The Company is subject to risk management requirements of the Danish Financial Business Act
and Solvency II, that requires governance measures to be implemented in Qudos Insurance
A/S.
The Company has implemented such governance measures in a way that:
reflects the nature, scope and complexity of a company and the risks that a company
faces according to the principle of proportionality.
Implement the key control functions: Risk Management, Actuarial Function, Compliance
Function and the Internal Audit Function, having adopted the 3-line of defense system
in the corporate management structure.
Ensures the segregation of functions.
has adopted a risk approach to management.
has adopted an approach to securing personal data compliance in the day-to-day as
well as in the overall management.
Board of Directors
Qudos Insurance A/S is governed by a two-tier management system consisting of a Board of
Directors and a Management Board. The Board of Directors consists of minimum four
members. The Board of Directors evaluates annually its overall qualifications to ensure that all
members of the Board of Directors are sufficiently competent and skilled. The Board of
Directors is specially focused on qualifications for: management experience, economic
experience, insurance experience, accounting experience, finance experience, experience of
Mergers and Acquisitions as well as legal and international experience.
The responsibilities and duties of the Board of Directors and the Management Board are
defined in the Rules of Procedure for the Board of Directors and an Annual Cycle for the Board
of Directors, an instruction and an authorization provided to the Management Board.
The Board has planned its main activities according to the following schedule:
• February: Status;
• May: Risks and Capital;
• August: Policies and Reporting; and
• November: Strategy, Budget and Planning
Audit Committee
The Board of Directors has set up an Audit Committee. The Chairman of the committee is a
member of the Board of Directors. The tasks of the Committee are set out in the Audit Committee
Charter which is based on the Executive Order on Audit Committees in Undertakings and Groups
and is subject to supervision by the Danish Financial Supervisory Authority.
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The tasks of the committee include monitoring of:
a) the financial reporting processes
b) the internal control system and Risk Management System
c) the statutory audit of the financial statement, and
d) the auditor’s independence
The Audit Committee holds at least quarterly meetings in connection with the reporting to the
Company’s Board of Directors.
The Management Board
The Management Board is responsible for the day-to-day management of the Company and is
responsible to ensure that the daily activities in the Company runs as smoothly as possible.
Members are experienced within the general insurance industry and within their respective
field of work.
Remuneration Policy
The Remuneration policy in Qudos is intended to optimize long-term value creation at group
level. Qudos Insurance A/S will annually publish information on the remuneration policy and
practice for the Board of Directors and the Management Board in accordance with the rules of
the Danish Financial Business Act §77 d, paragraphs 2-4 and in the annual report and at Qudos’
general meeting. The Board of Directors monitors that the remuneration policy is up to date and
complied with. Amendments, if any, will be submitted to the general meetings for adoption. A
variable salary is dealt with in accordance with the conditions of section 77 (a-e) of the Danish
Financial Business Act.
Employees training and knowledge
Qudos aims to ensure that the management of the organization is based on a framework which
includes the rooting of common values, a common business understanding and the shared
responsibility for creating value. The company aims to be a dynamic company where each
employee is committed, seeks influence and assumes responsibility for the organization and
execution of his or her duties. In developing our business, it is essential that we are able to
attract and retain qualified employees.
Whistleblower line
Qudos Insurance A/S has a whistleblower line, which allows employees, customers and
business partners to report any serious wrongdoings or suspected irregularities. Reporting
takes place - in confidence if so preferred, to the external and independent consultancy
company Deloitte.
Speculation Control
Speculation Control is carried out in accordance with FIL § 77 by an external and independent
consultancy company, Deloitte on behalf of Qudos Insurance A/S.
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B.2 Fit and Proper requirements
The Board of Directors, the Directors as well as entities and persons holding a key function
have all or will be submitted to pass the fit and proper assessment by the regulators. The
assessment includes an evaluation of the person’s professional and formal qualifications,
knowledge and relevant experience considering the appropriate diversity of qualifications,
knowledge and relevant experience and the assessment of a person’s honesty and financial
soundness based on evidence regarding their character, personal behaviour and business
conduct including any criminal, financial and supervisory aspects relevant.
B.3 Risk Management System including the Own Risk and Solvency Assessment
The Board of Directors, the CEO and the Management are actively involved in the assessment
of the risks, the risk profile, the risk appetite, the solvency capital requirement, the solvency
requirement, security level, review of use and need for capital among other in relation with the
annual (or more frequently if triggered by a new development) preparation and filing of the
Own Risk and Solvency Assessment “ORSA” report.
In preparing the ORSA for 2017, operational input from the Management team was collected
but the effort and process of prioritizing risks and completing a capital assessment was
concentrated with the CEO, the Group CFO with technical assistance from the Chief Actuary.
B.4 – B.6 Internal Control System, the Actuarial Function and the Internal Audit
Function
The Company is continuously building towards developing a robust

risk assessment framework

adopting the 3-line of defense model:
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The first line of defence is the daily operations of the Company who manage risks within their
line of business through internal control, validation and verification procedures. The second
line of defence is specialized control functions such as the actuarial function, risk management
function and compliance function which monitor risks and report to the Executive Management.
The Internal Audit function is the third line of defence, operating independently from
operational units and the 2nd line of defence functions.
Key control functions: Risk Management, Compliance, Internal Audit and Actuarial
Qudos Insurance has adopted policies covering each key control function implementing
regulatory requirements. It follows from the Commission Delegated Regulation (EU) 2015/35,
Article 268, that “Insurance and reinsurance undertakings shall incorporate the functions and
the associated reporting lines into the organisational structure in a way which ensures that
each function is free from influences that may compromise the function’s ability to undertake
its duties in an objective, fair and independent manner…”. The functions cooperate and interact
closely and frequently.

Risk Management Function

Actuarial Function

The Risk Management Function shall assist the
administration, the management or the supervisory
body and other functions in the effective operation of
the risk management system. The Risk Management
Function provides detailed reporting on risk exposures
and advise on risk management matters including in
relation to strategic affairs such as corporate strategy,
mergers and acquisitions and major projects and
investments. The Risk Management Function shall
design, implement, verify, test, improve and document
any internal model, liaise closely with the users of the
outputs of the internal model and co-operate closely
with the actuarial function.

The Actuarial Function shall produce an annual written
report to the administrative management or supervisory
body. The Actuarial Function shall among other assess
whether the methodologies and assumptions used in the
calculation of the technical provisions are appropriate for
the specific lines of business of the undertaking and for
the way the business is managed, having regard to the
available data. Shall among other opine on the risk
profile, the underwriting policy and the sufficiency of
premium to cover future claims and expenses.

The function is today placed with the Corporate
Compliance Officer.

The Actuarial Function is today placed with the Chief
Actuary.

Compliance Function

Internal Audit Function

The Compliance Function shall establish a compliance
policy and a compliance plan. The Compliance Function
shall among other assist the Management and the Board
of Directors in discovering Legal risks and ensuring
Qudos Insurance’ compliance with applicable laws,
regulations and administrative provisions.

The Internal Audit Function shall among other evaluate
the adequacy and effectiveness of the internal control
system of governance. The findings and
recommendations on the adequacy and effectiveness of
the governance, risk management and internal controls
in carrying out its goals and objectives are reported to
the administration, management or Board of Directors
at least annually.
The persons carrying out the internal audit function shall
not assume any responsibility for any other functions.
However, by using the principle of proportionality, the
persons may also carry out other key functions, where it
is appropriate, there is no conflict of interest and the
costs imposed would be disproportionate with respect to
the administrative expenses. cf. Commission Delegated
Regulation (EU) 2015/35, Article 271.
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The function is today placed with the Corporate
Compliance Officer.

The function was earlier outsourced to the former parent
company. The function is now outsourced to KPMG.

B.7 Outsourcing Policy
The Company outsources the management of its investments to an independent investment
manager contracted according to standards and guidelines approved by the Board of Directors.
Furthermore, the company´s Internal Audit function has been outsourced.
From time to time, the Company also outsources for specific technical support related to its
information technology platform, management of its corporate data base and systems related
to its financial and planning system. Those arrangements have been structured within the
Company’s standards and guidelines specific to each service.
B.8 Any other information
In the current situation, where no materially different new types of risks are being underwritten,
and where the Board of Directors together with the Management are staffed by professional and
experienced people closely monitoring the development of the Company and given the nature,
scale and complexity of the inherent risks underwritten by the Company the system of
governance is estimated to be adequate.
However, there is room for improvement with respect of constitution of functions, separation of
functions, review of policies, procedures and controls.
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C. Risk Profile
The objective of the risk management is to ensure that the risks measured and accounted for
reflects and influence the business strategy, the risk profile, the operations and the capital
resources of Qudos Insurance A/S.
At least once annually, the Board of Directors specify and approves the policy, the guidelines
and the reporting requirements governing the risk management system of the Company. The
Board of Directors also assess the risks and evaluate whether the risks are acceptable on an
on-going basis as well as part of the Own Risk and Solvency Assessment, “ORSA”-process
which takes place at least annually or in the event of a major change. A major change is
defined as a change that will impact the SCR by more than 10% and/or the SCR-ratio by more
than 5%.
Risk appetite
The Board of Directors determines the maximum risks the Company may undertake within the
respective areas, such as the Company’s policies and acceptable risk levels in the form of net
exposure per risk and per event, for underwriting, reinsurance, investments, etc. as well as the
established guidelines and contingency plans within IT and counterparty risks.
The company’s management and minimizing of business risks is divided into the following
general categories:
-

Underwriting Risk
Asset-Liability Risk
Investment Risk incl. Market Risks
Liquidity Risk
Credit Risk
Concentration Risk
Operational Risk
Strategic Risk
Group Risk and other Risk

Capital Management
The Capital Management is based on achieving the objectives of securing a solid capital
position and to generate a return on the invested capital.
Qudos Insurance A/S is regulated by the Solvency II regime. The capital base is monthly
measured against the capital requirement calculated based on the standard formula. At least
annually the Board of Directors specify and approves the Capital policy and a Contingency
Capital Plan.
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C.1 Underwriting Risk
The underwriting risks assumed includes the acceptance and follow-up of policies, claims
handling, reserving risk and reinsurance risk. The company assesses insurance risk based on
statistical risk type analyses, which are incorporated in pricing. To limit the risk the company
has established necessary and relevant procedures for all major business processes and
implements follow-ups and control hereof. The financial statement is influenced by estimates
that affect assets, debt and the result for the period and future periods. The estimates are
most important for premium and claims provisions. The size of the claims reserves, to cover
future payment of losses that have occurred, is determined both through individual
assessment of each claim and actuarial calculations. An important part of the company’s risk
management is the use of reinsurance. To have sufficient protection against natural disaster
risks, this exposure is measured constantly.
C.2 Investment Risk including Market risk
Market risk represents the risk of losses due to changes in the market value of the company’s
assets and liabilities, as a result of changes in market conditions. Market risk includes, among
other elements, changes in interest rates, equities and currencies.
At least annually the Board of Directors specify and approves the Investment Policy. The status
and the development in the investment portfolio is monitored and reported to the Board of
Directors and the Management monthly.
C.3 Credit risk/Counterparty risk
Credit risk is the risk of losses caused by one or more counter-parties’ breach of their payment
obligations. The company is exposed to credit risk in both its insurance and investment
business. Within insurance, the reinsurance companies’ ability to pay is the most important
risk factor. This risk is minimized by the purchase of reinsurance cover from reinsurance
companies with a minimum rating of A-(S&P), or by the retention of deposits equal to the
premium provisions and claims provisions.
To limit the risk in the investment business the investments are made in bonds and shares
with high credit ratings, which is also the case for deposits with credit institutions.
C.4 Liquidity risk
Liquidity risk is the risk of a duration mismatch between cash in and out flows. The assets of
Qudos Insurance A/S are either highly liquid or with a cash flow corresponding to liabilities
becoming due. This is monitored monthly.
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Asset-Liability Risk
Asset-Liability Risk is the risk of a duration mismatch between assets and liability. In Qudos
Insurance A/S assets and liabilities are matched to minimize risk and there are no interrelated
dependencies between asset and liability classes or between insurance and reinsurance
obligations. All assets are valued at fair market value where the estimation of the fair market
value is derived from widely accepted closing values on recognized trading markets or have
been estimated using standards and procedures consistent with international financial
reporting standards established by the International Accounting and Standard Board. This is
monitored monthly.
C. 5 Operational risk
Operational risk is the risk of incurring a loss due to insufficient or faulty procedures or human
or systematic errors. Operational risk includes the risk of breakdowns in the IT systems. In
practice, this work is organized through a structure of policies, procedures and guidelines that
cover the various aspects of the company’s operations. For all main areas, there are
established policies and procedures documenting processes, controls and reconciliation
processes performed locally and from a central position. This management framework is
frequently controlled and changed where necessary.
C. 6 Other Material Risks
Concentration Risk
Measures have been implemented to identify sources of concentration risk and to limit
concentration within established limits. The risk is mitigated in accordance with the guiding
mix on risk concentration in the Standard model of the Solvency II regime.
C. 7 Any other Information
Group Risk and other risk
Outsourced activities provided by a group related company is supervised in the same manner
as if the activity was outsourced to a third party.
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D. Valuation for Solvency Purposes
D.1 Assets
At year-end 2017, all assets have been valued at their fair market value where the estimation
of the fair market value is derived from widely accepted closing values on recognized trading
markets or have been estimated using standards and procedures consistent with international
financial reporting standards established by the International Accounting and Standard Board.
The valued of the reported assets by major classes of assets being as follows:
Assets as at 31 December 2017
2017

2016

2.516

2.687

2.516

2.687

1.804

263

1.804

263

67.067

-

Bonds

197.501

352.434

Other financial investment assets, total

264.568

352.434

264.568

352.434

Reinsurers' share of premium provisions

145.018

250.145

Reinsurers' share of claims provisions

493.524

511.724

638.542

761.869

121.407

178.310

121.407

178.310

112.992

-

2.507

2.195

4.164

314

879.611

942.688

Software
IMMATERIAL ASSETS, TOTAL
Office equipment etc.
TANGIBLE ASSETS, TOTAL

Investment funds

INVESTMENT ASSETS, TOTAL

Reinsurers' share of provisions
for insurance contracts, total
Amounts receivable from intermediaries
Amounts receivable in connection
with direct insurance contracts,
total
Amounts receivable from insurance
companies
Amounts receivable from affiliated
companies
Other amounts receivable
AMOUNTS RECEIVABLE, TOTAL
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2017

2016

Assets held temporarily
Deferred tax assets

104.226
12.500

-

Cash and bank deposits

214.118

421.506

330.844

421.506

1.766

1.723

21.817

4.022

23.583

5.745

1.502.926

1.725.323

OTHER ASSETS, TOTAL
Accrued interest income
Other prepayments
PREPAYMENTS AND ACCRUED
INCOME, TOTAL
TOTAL ASSETS

In general, the valuation methods used in the Annual Report are aligned with the valuation
principles under Solvency II. The main exceptions are:
•
•

Immaterial assets are valued at zero under Solvency II
Solvency II incorporates the expected profit in the capital base at the time when the
insurance is incurred

The reconciliation between valuation in the annual report and under Solvency II can be seen in
Section E1 of this report where the breakdown of the Company’s Own Funds used to assess the
capital adequacy are identified.
For other classes of assets, the following methods and assumptions have been used:
Intangible assets
Software is measured at cost less depreciation on a straight-line basis and net of any impairment.
Depreciation on a straight-line basis is calculated based on the expected useful life, as a principal
rule 3 years, and the residual value, which is annually revalued. If there is an indication of
impairment, the book value is written down to its recoverable amount.

Page 18 of 37

Qudos Insurance A/S
Solvency and Financial Condition Report
May 7, 2018

Tangible assets
Office equipment is measured at cost less depreciation on a straight-line basis and net of any
impairment. Depreciation on a straight-line basis is calculated based on the expected useful life,
3 years as a principal rule, and the residual value, which is annually revalued. If there is an
indication of impairment, the book value is written down to its recoverable amount.
Financial assets
Financial assets at fair value with any value adjustment taken to the profit and loss account are
financial assets which are either included in a trading portfolio, are derivatives or at the time of
their first recognition are included in this classification because the assets are managed and
measured on a fair value basis.
Measurement of fair value
The calculation at fair value is based on the listed prices of transactions in active markets. If
there is an active market for bonds etc., the measuring is generally based on the closing price
at the Balance Sheet date. If there is no closing price, another public price is used which is
believed to be the most appropriate. Valuation methods or other publicly available information
are used to value listed securities where the closing price does not reflect the fair value.
Valuation methods are based, as far as possible, on publicly available market data. If there is
no active market for the financial instrument, depending on the nature of the asset or liability,
the calculation is based on underlying parameters such as interest and foreign exchange rates,
volatility or comparison with the market prices or corresponding instruments.
The settlement date is used as the timing of the recognition of all instruments.
Reinsurers’ share
Reinsurers’ share of provisions for unearned premiums represents the proportion of reinsurance
premiums paid which, net of commission received and based on the spread of risk during the
period of cover, relate to the period after the end of the financial year.
Reinsurers’ share of provisions for outstanding claims has been calculated as the amounts
expected to be received from reinsurance companies according to the reinsurance contracts
concluded.
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D.2 Technical Provisions
Technical Provisions as at 31 December 2017

Premium provisions, gross
Profit margin - Non-life contracts
Claims provisions, gross
Risk margin - Non-life contracts
TECHNICAL PROVISIONS, TOTAL

2017

2016

331.325

451.732

24.087

21.969

910.771

974.285

18.229

24.835

1.284.413

1.472.821

The following methods and assumptions have been used by Qudos Insurance for the value of
the technical provisions:
Provisions for insurance contracts
The provisions for insurance contracts are discounted based on a yield curve published by EIOPA.
Provisions for unearned premiums
These provisions represent the proportion of premiums collected which, based on the spread of
risk during the period of cover, relates to the period after the end of the financial year. The
provisions for unearned premiums cover future payments of claims not yet incurred in the
remaining period of risk as well as administration costs of the insurance contracts written.
Therefore, they are calculated per line of business at the present value of these amounts, as a
minimum. The sufficiency of the provisions is regularly tested based on the current expectations
of future cash flow.
Provisions for outstanding claims
Provisions for outstanding claims cover future payments of claims incurred and their
administration.
Provisions for outstanding claims are assessed for each line of business either on a claim by
claim basis (individual provisions) or by using statistical methods (collective as well as incurred
but not reported (IBNR) and incurred but not enough reported (IBNER) provisions). Claims
exceeding a fixed amount, dependent on the line of business, are assessed individually and
provisions for smaller claims are assessed collectively. IBNR provisions cover expenses on postnotified large claims. IBNER provisions cover individually assessed claims which have been
reported but which have been inadequately provided for. The IBNR and IBNER provisions are
calculated using in-house developed models. Inflation is taken into account when calculating the
value of the provisions. Future inflation is implicitly included in a number of the statistical models
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as the average of the actual inflation in the period of record used. Therefore, an expected higher
future inflation rate would generally be included in the provisions with a specific time delay.
For most of our contracts it is agreed that the claims handling is carried out by our agents, and
for this they are remunerated through their commission.
The provisions for outstanding claims include the amounts that are expected to be included to
cover direct and indirect expenses on settlement of the liabilities.
The technical provisions are discounted based on the estimated duration of the provisions and
interest rates based on interest rate curves for the different currencies the provisions are
denominated in.
The sufficiency of the provisions is regularly tested based on the current expectations of future
cash flow.
Risk margin
The risk margin comprises the amount which the company in a hypothetical situation is expected
to have to pay to a third party to take over the risk that the realized future costs deviate from
the estimated level stated under unearned premium and claims provisions at the end of the
accounting period.
The risk margin is measured as the present value of the future cost of capital related to
maintaining the solvency capital required for settlement of the company’s current liabilities and
risks.
The measurement is based on the company’s solvency capital requirement and is consistent with
the Solvency II principles, as the future solvency capital requirements are calculated by the
current solvency capital requirement written down proportionally by the remaining share of the
expected cash flow for the unearned premium and claims provisions. The risk margin
development tracks the development in the company’s solvency capital requirement. The
calculation of the Risk Margin is based on the Cost-of-Capital rate of 6% under Solvency II.
General Accounting policies used in Qudos Insurance
The Annual Report has been prepared in accordance with the Executive Order on Financial
Reports presented by Insurance Companies and Lateral Pension Funds issued by the Danish FSA.
The Executive Order has been adapted to the new EU Solvency II rules, which took effect from
1 January 2016.
Solvency II lays down the basic principles for calculation of the technical insurance provisions:
Best estimate of the present value of expected future cash flows for insurance contracts
written and a profit margin as a separate item reflecting the expected profit over the
remaining period of written contracts;
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-

A risk margin to cover the risk of deviation between best estimate and the final execution
of future cash flows; and
An interest rate curve laid down for the Solvency II regime. Qudos Insurance uses the
interest rate curve without adjustments.

Profit margin
Solvency II incorporates the expected profit in the capital base at the time when the insurance
is incurred. From an accounting standpoint, the expected profit on incurred insurance contracts
must be reflected in the balance sheet as a separate item under the technical insurance
provisions and referred to the profit margin. The profit margin is booked over the term of the
insurance until all obligations under such insurance contracts have been met.
Profit margin is the expected profit over the remaining period for all written insurance contracts.
Profit margin is calculated as the difference between premiums for future periods of all written
insurance contracts, and the expected payments included in the unearned premium provisions.
The Company’s models for calculation of the premium provisions and profit margin have been
established in accordance with the § 69 in the accounting policies. No profit margin was
recognised in the opening balance 1 January 2015 and 1 January 2016. At 31 December 2016,
a profit margin of TDKK 21,969 was recognised in the balance sheet reflecting the embedded
profit in the unearned premium provisions. At 31 December 2017, a profit margin of TDKK
24.087 has been recognised in the balance sheet reflecting the embedded profit in the unearned
premium provisions.
Recognition and measurement
Assets are recognised in the balance sheet when it is probable that future economic benefits will
flow to the Company and where the asset has a value that can be measured reliably. Liabilities
are recognised in the balance sheet when the company has a legal or constructive obligation due
to a previous event, when it is probable that future economic benefits will flow from the Company
and where the value of the liability can be measured reliably. The recognition and measurement
take into consideration predictable losses and risks which have occurred prior to the presentation
of the Report and which provide evidence of conditions that existed at the balance sheet date.
D.3 Other Liabilities
No other information.
D.4 Alternative Methods for Valuation
Qudos Insurance does not use any alternative methods for valuation.
D.5 Any other information
No other information.
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E. Capital Management
E.1 Own Funds
The Board of Directors considers the development of the Solvency Capital Requirement and the
capital buffer on a quarterly basis. Qudos Insurance targets a SCR ratio of 130% on a
continuous basis (planning period of 3 years). Given the current capital situation of Qudos
Insurance, the capital planning and emergency capital planning is an active and revolving plan
under implementation. Qudos Insurance is subject to a conservative risk profile until the SCR
target ratio has been met.
Qudos Insurance equity and Own Funds

2017

2016

144.416

167.054

Profit margin, Solvency purpose

24.087

24.701

Intangible assets

-2.516

-2.687

60

680

166.047

189.748

Equity at 31 December

Other adjustments
Own funds at 31 December

Qudos Insurance’ Own Funds comprises 92,5% Tier 1 Capital with no restrictions affecting
availability and 17,5% Tier 3 Capital.
E.2 Solvency Capital Requirement and Minimum Capital Requirement
The Solvency Capital Requirement is calculated net of re-insurance and using the Solvency II
standard model.
The Minimum Capital Requirement is in accordance with the Solvency II
At the end of the reporting period 31/12 2017 (31/12 2016) Qudos Insurance’ Solvency Capital
Requirement (SCR) is 136.620 mDKK (188.577 mDKK). The Minimum Capital Requirement
(MCR) is 47.029 mDKK (84.860 mDKK) respectively.
The impact of the business rationalization measures implemented in 2016 and 2017 are
expected to gradually improve the capital adequacy ratio of Qudos Insurance such that Qudos
Insurance is expected to close 2018 with a capital adequacy ratio of min. 130%.
E.3 Use of the Duration-based Equity Risk Sub-module in the calculation of the
Solvency Capital Requirement
Not relevant for Qudos Insurance.
E.4 Differences between the Standard Formula and any Internal Model used
Qudos Insurance use the EIOPA Solvency II Standard Formula and does not use an internal
model to calculate the Solvency Capital.
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E.5 Non-compliance with the MCR and Non-compliance with the SCR
Qudos Insurance is compliant with the Minimum Capital Requirement and the Solvency Capital
Requirement and has not previously been non-compliant with any of these.
E.6 Any Other Information
No other information.

ANNEX: Quantitative Reporting Templates (QRTs), Solvency II:
S. 02.01.01 – Balance sheet
S. 05.01.02 – Premiums, claims and expenses by line of business
S. 05.02.01 – Premiums, claims and expenses by country
S. 17.01.02 – Non-Life Technical Provisions
S. 23.01.01 – Own Funds
S. 25.01.21 – Solvency Capital Requirement – for undertakings on Standard Formula
S. 28.01.01 – Minimum Capital Requirement – Only life or only non-life insurance or
reinsurance activity
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