gjensidige.com

annual report

2009

EVENTS 2009

operations

::

Talks between Storebrand and Gjensidige of a
possible merger terminated in March.

::

In May, Gjensidige Pension and Savings was a top
scorer in the Norwegian Customer Barometer survey.

::

Länsförsäkringar’s insurance portfolio in the Baltics
was acquired in November.

::

In November Gjensidige purchased equity certificates
in Sparebank1 SR-Bank totalling NOK 866 million,
becoming the largest single owner of the bank.

::

An agreement to acquire Handelsbanken’s portfolio
of defined-contribution pensions was signed in October. The portfolio was taken over in January 2010.

::

Operations in Sweden were converted to a branch
from 1 October 2009.

::

Citibank’s consumer financing business was acquired
by Gjensidige Bank in December.

::
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Confident and
satisfied customers
Simpler, faster and better is the guiding idea behind all of the simplification measures that
were implemented in Gjensidige in 2009 and in previous years. The objective is confident
and satisfied customers who want to renew their contracts with us again and again.

2009 was still affected by the turbulence in the
financial sector. It was a demanding year for a
number of players in Norwegian business and
commerce and likewise for Gjensidige. We particularly noticed this in our income. With sound
financial muscles, however, we were able to
operate relatively undisturbed by the turbulence
around us. Internally, we had time and a calm
enough situation to determine our own agenda,
and we continued with the work we commenced
in 2008 with further specialisation and improvement of our customer services.

market share at the start of 2010 relative to the
previous year.

Externally, the financial crisis gave us opportunities, which we actively took advantage
of, whereas other players without equivalent
financial strength had to wait. Our banking
operations were greatly strengthened by the
acquisition of CitiBank’s consumer loan portfolio.
Pensions and savings entered into an agreement
to take over Handelsbanken’s pension portfolio,
and the Group entered in as a sizeable owner of
SpareBank1 SR-Bank.

In the second half, the operations in Sweden
were converted to a branch, whereas the
operations in Denmark became a branch effective 1 January 2010. During the conversion
to branches, the trademark was changed to
Gjensidige in Denmark as well. Thus, we are conducting almost all of our insurance operations
under one name with the Gjensidige Watchman
as a common logo.

Financially, 2009 was a very good year for
Gjensidige with a profit that will form the basis
for the payment of dividends to both customers
and the Gjensidige Foundation, which owns the
equity certificates. The profit was attributed
to a combination of adequate profitability in
the insurance operations and good financial
income. The target areas banking and pensions
and savings also evolved in accordance with our
plans even though the results continued to be
affected by the fact that they are in a start-up
phase. The health services business area
reported a profit.

Growth and development is of crucial importance for Gjensidige as it is for all enterprises
that want to maintain their position in the
market. The efforts to maximize customer
satisfaction every single time a customer
comes into contact with us is the very basis
for our success.

The competition is increasing from new players
and from banks that want to enter the general
insurance market, and this also affected the
market in 2009. Tougher competition combined
with the Group’s objective of profitability in the
insurance portfolio resulted in a slightly lower
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The efforts to simplify routines and processes
are and have been given high priority. In 2009,
we worked on adapting our settlement organisation to new efficiency requirements. The key
components of our staff were reviewed with a
view to rationalisation. Many of the measures
and organisational changes that were initiated
in 2008 first began to have full effect on our
resource consumption and costs last year.

OUR CUSTOMERS

Gjensidige has more than two million contacts
with customers in a year. It is an important
objective for us to be able to utilise these points
of contact even more effectively in order to
generate new business by further broadening
the scope of our relations with each customer. A
critical factor in this respect is to have employees
up front who can help ensure customer satisfaction while meeting the requirements for efficient
customer service. As a tool in these efforts, we
have successfully established our own training
arena for sales and brand building.

We have sold security since the 1820s. Gjensidige’s Watchman logo as we know it, a guardian
of lives and assets, has been our symbol since
1932. All in all, this represents the values and
attitudes that have traditionally distinguished
us internally and in our contact with the world
at large. In 2010, Gjensidige has emerged as a
more modern, efficient company than it was
only a few years ago. It is even more important
for us to manage to further develop the cultural
factors that have contributed to the customers’
good impressions of our services. Sound, professional and secure are values that do not become
outdated, and it is upon these basic values that
we will continue to build our operations.

EMPLOYEE AND
MANAGEMENT DEVELOPMENT
Through their efforts and responsibility, every
single employee in Gjensidige helps us deliver
good results. The employees’ expertise and motivation must be further developed. Gjensidige’s
management and employee development, where
the individual has an independent responsibility
for his/her own development, is an important
target area in order to ensure that the Group will
be an attractive workplace.
In 2009, we established Gjensidige’s sales and
brand school, which helps facilitate faster training of new employees and increased expertise
among our experienced customer advisors and
sales managers. All in all, this is an important
contribution to skills development. It is also an
important contribution to our efforts to ensure
that we will always offer valuable services to our
customers.
In the review of the staff areas, efforts were
made to centralise more staff functions. One
positive effect of this is that the expertise can be
concentrated, and it will be possible to develop
stronger professional circles that are inherently
motivating and inspiring.

This is Gjensidige
operations

THE TREND IN 2010

perspective

The changes that were implemented in the
Group in recent years have created a sound platform for further growth and development. The
premise that Gjensidige shall be a Norwegianbased and customer-controlled company is an
underlying factor in the further development of
the Group.

governance

In recent years, the model for customer governance in Gjensidige has been clarified. At the
same time, the customers’ rights as owners have
been strengthened through the introduction
of the model with individual dividends to the
customers. The Financial Institutions Act was
amended last year and now allows the customers to exercise their ownership of Gjensidige
through a financial foundation. If the customer
ownership is entered into a foundation, this
simultaneously entails that Gjensidige Forsikring
BA is converted into a public limited company.
In accordance with an initiative from the
customers’ elected representatives in Gjensidige,
solutions have been studied in keeping with the
new possibilities that the amendment in the act
allows.

As a result of the turbulence in the financial
markets, the Board of Directors has not yet
implemented the general meeting’s resolution in
2007 to list Gjensidige on the stock exchange.
If we get a satisfactory and stable stock market
in the coming months, a stock exchange listing

results

Based on the studies that have been conducted,
the Board of Directors has chosen to submit
a proposal to convert Gjensidige Forsikring to
a public limited company and that customer
governance is continued through a financial
foundation. This proposal will be considered in
the general meeting this spring. If the amendments are approved, it is expected that the
conversion will be in place by the end of the first
half of 2010.
is again a relevant option in the second half
of 2010. In that case, a conversion to a public
limited company will entail that it is shares rather
than equity certificates that are listed. A stock
exchange listing will make Gjensidige one of the
biggest financial players in Oslo Børs (the Oslo
Stock Exchange). The Group will continue to be

customer-controlled and Norwegian-based as
specified in the strategic insights on which our
operations are based.
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values and vision
Gjensidige is a sound Norwegian financial group and one of the leading players in general insurance
in the Nordic countries. Gjensidige offers general insurance products in Norway, Sweden, Denmark
and the three Baltic States. In addition, it offers banking for private persons, pension and savings
products and health care services in Norway.

::
	OPERATIONS

The operations are divided into seven business
areas. These are described on pages 20-43:
• General insurance private Norway
• General insurance Commercial Norway
• General insurance Nordic
• General insurance Baltics
• Pension and savings
• Online retail banking
• Healt care services
General insurance is the Group’s core business.
Gjensidige is one of Norway’s best-known
brands. Both the company logo and the Watchman have a high recognition factor. The roots of
the general insurance operations can be traced

back to the 1820s, while the Watchman has
been the Company’s trademark for more than
75 years. 2007 and 2008 saw the launch of the
Watchman logo in the other countries where
Gjensidige offers insurance products. The Group’s
health care service has been branded Hjelp24.

::

::
	CORE
VALUE

Gjensidige will appair with a distinct profile based
on core values available and helpful..

Accessible
We aim to be there for our customers, be easy
to contact and easy to understand. We aim to
make what is difficult easy, listen, be informal
and welcomming and get the job done quickly.

VisIon

The Group’s vision:

We shall know the
customer best and care
the most

Helpful
We want our customers to feel cared for, as
Gjensidige recognises our customers’ needs,
takes an interest and is there when needed.

GJENSIDIGE FORSIKRING BA

Gjensidige
Pensjon og
Sparing
Holding AS

Gjensidige
Bank
Holding AS
Norway

Gjensidige
Bank ASA
Norway

Tennant
Holding AB
Sweden

Norway

Gjensidige
Pensjonsforsikring AS

Gjensidige
Investeringsrådgivning ASA

Norway

Norway

Gjensidige
Bank Boligkreditt
AS

Swedish branch

Gjensidige
Forsikring BA
Danish branch of
Gjensidige
Forsikring BA
Norway

Gjensidiges
Arbejdsskadeforsikring A/S
Denmark

AS Gjensidige
Baltic
Latvia

Glitne
Invest AS
Norway

Tennant
Försäkringsaktiebolag

Hjelp24
NIMI AS

Sweden

Norway

Tennant
Forsikring
NUF

Norway

Banking

Gjensidige
Forsikring BA
Norway

Norway

Pension and savings

General insurance and “white label”

Health

The figure shows the most significant subsidiaries and branches in Gjensidige per 1.1.2010 after the organisation of the danish operations into branches.
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Gjensidige has safeguarded assets ever since the first mutual fire insures were established in
the 1820s. Today Gjensidige emerges as a modern financial group.

1820–1920

Gjensidige mutual fire insurers were established
throughout the country. As many as 260 were in
operation around the year 1920. The objective
was to ensure favourable insurance terms and
conditions and low premiums. Life insurance
business has been conducted since 1847.

1921–1985

Around 1920, many mutual fire insurers had risk
levels that far exceeded their economic capacity.
Samtrygd was established as a joint reinsurance
company for the mutual fire insurers in 1922.

Cooperation between Gjensidige Liv and
Samtrygd started in 1974. Samtrygd changed
its name to Gjensidige Skadeforsikring. The
companies were placed under joint management
in 1985.

Gjensidige evolved into a financial group, offering a full range of general, life and pension
insurance products, as well as banking and
financial products.
The business expanded significantly through the
acquisition of the Forenede Group in 1993.

::

1999–2005

Gjensidige Forsikring and Sparebanken NOR
coordinated their operations in the new financial
group, Gjensidige NOR. The purpose of this
coordination was to generate a competent and
effective financial group, involved in the fields
of banking, general and life insurance and real
estate.
In 2002, the business was divided into two
cooperating groups, the general insurance
group, Gjensidige NOR Forsikring and the
stock-exchange-listed banking and savings group
Gjensidige NOR ASA, after which Gjensidige NOR
ASA merged with DnB and took the name DnB
NOR.

::

2005–2009

Through acquisitions, the insurance operations
were expanded into Denmark, Sweden and the
Baltic States.
Gjensidige is now also involved in the competition for occupational pensions, savings and
investments via the newly established company
Gjensidige Pensjon og Sparing.
Gjensidige Bank’s Internet banking service was
launched in 2007.
That same year, equity certificates were also
issued, and stock exchange listing was approved.
Due to the financial crisis, the stock exchange
listing in 2008 was postponed indefinitely.
In June 2008, extensive organisational changes
were implemented by altering the distribution
from a regional to a divisional structure.
In Latvia, the company RESO Europa was
acquired. The trademark Gjensidige and Gjensidige’s Watchman logo were used in the Baltics
and in Scandinavia.

governance

The Watchman logo and the slogan “Time
passes; Gjensidige endures”, were put to use
for the first time in 1932 and quickly became a
well-recognised brand. In 1958, Samtrygd was
granted a licence to engage in insurance business in all sectors with the exception of credit
insurance.

1986–1998

perspective

::

::

operations

::

This is Gjensidige

Company history 1820-2009

Citibank’s business in consumer finance was
acquired by Gjensidige Bank in December 2009.

The cooperation between DNB NOR and Gjensidige NOR Forsikring was terminated in 2005,
and use of the Gjensidige brand name resumed.

results

gjensidige annual report 2009

5

The markets
The Scandinavian general insurance markets are consolidated markets. This is especially true
of Norway and Sweden, but also of Denmark, where the three biggest players control over
50 per cent of the market.

The Scandinavian general insurance markets are
distinguished by disciplined, cost-efficient players
that focus on profitability. However, this has not
prevented new players from entering the field in
recent years – both established financial groups
with a more extensive new range of products
and foreign insurance companies, in addition to a
few minor niche players.
In the Baltics, the biggest players are foreign
financial groups. Only one of the five biggest
companies is locally owned. This distribution
model deviates in some cases from the Scandinavian one, which is illustrated by the fact that
the Baltic players operate with a much higher
cost ratio.

::

Norway

::

sweden

Products

Products

•

•

•
•
•

General insurance:
private and commercial customers, municipalities and municipal business
Pension and savings:
private and commercial customers
Banking: retail customers
Health services:
private and commercial customers

Gjensidige’s market share
•

28,4 per cent

0,7 per cent 2

::

Gjensidige’s market share
•

General insurance:
private and commercial customers,
municipalities and municipal business

1

	DENMARK

Products
•

General insurance:
private and commercial customers,
municipalities and municipal business

Gjensidige’s market share
•

3,0 per cent 3

::

baltic

Products
•

General insurance:
private and commercial customers

Gjensidige’s market share
•

SOURCES:

9,2 per cent 4

Finansnæringens Fellesorganisasjon (Finance Norway), claims statistics 4th quarter 2009
Försäkringsförbundet (Swedish Insurance Federation), claims statistics 3rd quarter 2009
Based on Gjensidiges own estimates for 2009
4
	Insurance Supervisory Commission of the Republic of Lithuania; Latvian Insurers Association; Statistics Estonia;
with manual correction, including businesses aquired from Länsförsäkringar in November 2009.
1
2
3
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This is Gjensidige
operations
perspective

NORWAY
governance

SWEDEN

ESTONIA

DENMARK

results

LATVIA

LITHUANIA

Financial offices
Local offices
Fire mutuals
Nordic
Baltics
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combined ratio development

Equity and solvency margin capital

100 %

25000

80
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15000

40
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NOK million
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60

5

5000
2006

2007
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0

Return on equity

0

2006

2007

2008

2009

2006

2007

2008

2009

Solvency margin capital
Equity

Combined ratio
Loss ratio
Cost ratio
Combined ratio, net of reinsurance = Loss ratio, net of
reinsurance + Cost ratio, net of reinsurance

Solvency margin capital = Net subordinated capital
including share of security provisions (based on the
company accounts for Gjensidige Forsikring BA in accordance with NGAAP)

Return on equity = Profit before tax expense / average
equity for the period.

Financial key figures
profit and loss

Restated
2008

2007

2006

Earned premiums, general insurance
Other operating income
Net income from investments
Claims incurred, general insurance
Other claims incurred, losses etc.
Operating expenses, general insurance
Other operating expenses
Tax expense
Profit for the year

NOK million
NOK million
NOK million
NOK million
NOK million
NOK million
NOK million
NOK million
NOK million

15,660.4
1,010.3
2,788.0
(12,071.0)
(390.3)
(2,771.5)
(1,059.2)
(861.8)
2,304.8

15,481.9
989.5
(258.7)
(11,983.8)
(393.3)
(2,638.3)
(890.1)
(55.0)
252.3

14,848.0
481.5
2,809.6
(11,696.5)
(90.7)
(2,598.9)
(741.1)
(541.3)
2,470.5

13,188.6
320.2
3,689.6
(10,031.2)
(4.1)
(2,487.1)
(445.3)
(138.7)
4,091.9

Underwriting result, general insurance 1
Run-off results, general insurance 2
Combined ratio, net of reinsurance 3
Loss ratio, net of reinsurance 4
Cost ratio, net of reinsurance 5

NOK million
NOK million
Per cent
Per cent
Per cent

817.9
300.0
94.8 %
77.1 %
17.7 %

859.8
417.3
94.4 %
77.4 %
17.0 %

552.6
49.5
96.3 %
78.8 %
17.5 %

670.2
(18.0)
94.9 %
76.1 %
18.9 %

Balance sheet

2009

Restated
2008

2007

2006

Investment portfolio 6

NOK million

50,669.1

47,771.8

46,803.0

41,966.0

Provisions for unearned premiums, gross

NOK million

7,671.7

6,760.9

6,060.2

5,737.9

Claims provisions, gross

NOK million

25,857.2

25,561.5

23,147.1

17,556.7

Equity

NOK million

21,968.2

19,585.9

20,302.5

19,017.3

Total equity and liabilities

NOK million

74,868.9

65,551.4

58,159.9

47,112.7

Solvency margin capital

NOK million

7

Solvency margin 8
Capital adequacy ratio

9

17,127.0

15,409.3

13,423.5

14,760.3

Per cent

713.8

642.2

561.3

645.2

Per cent

18.9

20.7

26.1

41.6

2009

Restated
2008

return

8

2009

2007

2006

Return on financial assets (ROI) 10

Per cent

5.5

(0.6)

6.3

9.2

Return on equity (ROE) 11

Per cent

15.2

1.5

15.4

24.2
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Employees per country
246

153

Number

This is Gjensidige

Number

Employees by business area
49 135
644

498

2.883
Denmark
Sweden

General insurance
Health care services
Pension and savings
Online retail banking

operations

Norway
Baltic

2.952

The Group had a total of 3,780 employees
at the end of 2009

Non-financial key figures
health, safety and environment

2008

2007

2006

Per cent

6.1

6.1

5.7

5.0

Injuries, Gjensidige Forsikring

Number

0

0

0

0

Turnover employees, Gjensidige Forsikring

Per cent

11.4

12.6

19.6

10.0

2009

2008

2007

2006

3,780

3,640

3,460

2,033

employees
Group, as a whole

Persons

Average age, Gjensidige Forsikring

Year

44.6

45.1

45.7

45.9

Average amount spent on skills development per employee
Participation in a training programme

NOK
Days

10,000
3,231

5,400
4,756

9,300
2,485

10,000
2,500
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results

1.	Underwriting-result, general insurance = earned premiums, net of reinsurance - claims incurred etc – operating expenses
2. Run-off result, general insurance = change in estimates from earlier periods
3. Combined ratio, net of reinsurance = claims ratio, net of reinsurance + cost ratio, net of reinsurance
4.	Loss ratio, net of reinsurance = claims incurred etc. / earned premium, net of reinsurance
5. Cost ratio, net of reinsurance = operating expenses / earned premium, net of reinsurance
6.	Investment portfolio = includes all investment funds in the Group, except Pension og savings and Online retail banking
7. Solvency margin capital = net subordinated capital including share of security provisions (based on the company accounts for Gjensidige Forsikring BA in 		
accordance with NGAAP)
8. Solvency margin is calculated at company level according to regulations from the Financial Supervisory Authority of Norway.
9. Capital adequacy ratio = net subordinated capital / risk-weighted calculation basis (based on the consolidated accounts in accordance with NGAAP).
10. Return on financial assets = net financial income as a percentage of the average financial assets including property
(excluding Pensions and savings and Online retail banking)
11. Return on equity = profit before tax / average equity for the period

governance

Definitions:

perspective

2009

Sickness absence, Gjensidige Forsikring
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Strategy and goals
Gjensidige’s overarching goals are to be a profitable, leading and customer-oriented general
insurance company in the Norwegian market. The Norwegian general insurance operations
are the Group’s core business operations.

Gjensidige is currently a full-fledged provider of
products in general insurance and insurances of
the person to Norwegian private and commercial
customers. Other target areas – a broad range
of products in Norway and general insurance in
the Nordic countries and the Baltics – should
primarily support the core business operations by
offering relation-building products and services
together with economies of scale.
Gjensidige’s sound brand forms a good basis
for the sale of new products and services to the
Group’s almost one million customers. Combined
with a further development of the loyalty
programmes in the general market and aimed at
the organisation market, this will contribute to
more satisfied customers and reduced customer
attrition. The Group’s own data shows that customers who enter into a customer programme in
the retail and agricultural market have an average customer relationship with Gjensidige that
lasts a little over 12 years, whereas the other
customers’ relationship last a little over five years
on the average.

Group’s growth strategy within its broad range
of products and geographical area, provided that
the transactions meet the Group’s long-term
return on equity requirements of 15 per cent
before tax.
Gjensidige is and shall be an attractive workplace
that attracts, challenges and develops motivated
and competent employees and managers. This
will be achieved through a strong concentration
on management and employee development,
the development of good, fair reward models
and a systematic effort to further develop the
expertise in the organisation.

In addition to organic growth, Gjensidige will also
seek to achieve growth in the future through
the acquisition of businesses that support the

::

GROWTH STRATEGY

Health
care
services
Online
retail
banking
Pension
and
savings

General
insurance

BROADENED RANGE

The Group’s focus on the more relation-building
product and service areas of banking, pension and savings, and health care services shall
strengthen the Group’s competitiveness and
help develop Gjensidige as a customer-centric
player. The Group’s substantial customer base
represents a unique opportunity to succeed with
profitable growth through the cross sale of new
services to insurance customers. A diversified
product portfolio will allow Gjensidige to capitalise to a greater extent on the value of its existing
customer base and distribution platform.

Through growth in general insurance in the
Nordic countries and the Baltics, the Group
shall achieve economies of scale in the form
of synergies that contribute to the long-term
value creation, increased competitive strength
through the addition of new customers and
greater risk diversification through a larger and
more diversified portfolio. The cost synergies are
especially achieved in the areas of reinsurance,
development and management of insurance
products, common guidelines for underwriting,
more efficient capital allocation and common ICT
solutions.

Existing position
Potential position

CORE
SCALE
Norway

10
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Denmark

Sweden

Baltics

This is Gjensidige
operations

Targets
area

target

comments

group level
> 15 per cent

Return on equity in 2009 of 15.2 per cent

Rating

Maintain singel A-rating
from Standard & Poor’s

Dividends

50-80 per cent of the profit for the year

A-rating confirmed by
Standard & Poor’s in October 2009
The Board of Directors recommends that NOK 1,650.0
million is paid in dividends for 2009, equivalent to 71.6
per cent of the Group’s profit for the year

general insurance
Combined ratio

< 97 per cent

Combined ratio in 2009 of 94.8 per cent

90-93 per cent

Adjustet target as from 2011
Reduction from 2007-level. Reduction of claims
incurred is an important element to achieve adjusted
target for combined ratio as from 2011. The project is
somewhat ahead of plan by the end of 2009

Reducion of 400 til 500 NOK million
(inflation adjusted) as of 2011

Operating expenses

Reducion of 300 til 400 NOK million
(inflation adjusted) as of 2011

Reduction from 2007-level. Reduction of operating
expenses is an important element to achieve adjusted
target for combined ratio as from 2011. The project is
somewhat ahead of plan by the end of 2009

Market share Nordic

The third largest general insurance company
in the Nordic countries, in terms of premiums

Target in 3-5 years perspective
Fourth biggest player by the end of 2009

Market share Denmark

10 per cent

Target in 3-5 years perspective
At the end of 2009 the market share was 3.0 per cent
(Gjensidiges own estimate)

Market share Baltics

10 per cent

A market share at the end of 2009 of 9.2 per cent,
including the portfolio acquired from Länsforsäkringar
in November 2009

governance

Claims incurred

perspective

Return on equity before tax expense

pension and savings
Target to reach break-even level during 2011

Assets under management

Annual doubling

An important criterion for achieving the goal is further
growth in assets under management
Target for the period 2008-2010
Increased by 112.6 per cent i 2009

results

Profitability

online retail banking
Profitability

Target to reach break-even level during 2010

Core capital ratio

> 12 per cent

The acquisition of Citibank’s Norwegian portfolio of
consumer-financing is expected to contribute to achive
the goal
At the end of 2009 the core capital ratio was17.8 per
cent

HEalth
EBITA-margin

6-8 per cent

EBITA-margin of 6.4 per cent in 2009
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Being there in advance is one thing. It is
when the loss occurs that the customer
really needs us. That is when good,
quick help means everything.
Marianne Stenstadvold
Customer adviser

12
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Mutual
confidence
gives strength

This is Gjensidige
operations
perspective
governance
results

Our customers show
great confidence in us when
they put their most valuable assets in our hands. We
return that confidence by
knowing the customer best
and caring the most.

Insurance quickly becomes very important when
something happens. I want to be able to depend
on my insurance company when it is time for the
settlement. That is why I choose Gjensidige.
Alf Tyskeberg Lie
Customer

gjensidige annual report 2009
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I like to think that we help the
customers succeed. We take care of the
customers’ worries so that they can
focus on what they do best.
Lars Petter Bredahl-Kristiansen
Commercial adviser

14
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Common goals
build sound
relations

This is Gjensidige
operations
perspective
governance
results

Everything we do should
be of value to the customers.
We develop products and
build competence that covers
the customers needs, and we
share the profits when we do
well.

Everything we need at one place, with help from
a competent advisor in a company that we
own a little bit of ourselves. There are
good reasons to choose Gjensidige.
thomas Winther-Hansen
General manager

gjensidige annual report 2009

15

My job is to offer sound advice and suitable
products in an uncomplicated manner. We want
the customer to have a pleasant experience
regardless of his or her insurance skills.
Marit Gjestrumsbakken
Customer adviser

16
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Simplification
is a form of
renewal

This is Gjensidige
operations
perspective
governance
results

Insurance, pension and
savings often seem difficult
to understand. That’s why
we’re constantly working to
make the products, terms
and language easier to
understand.

It should be simple to be a customer of
Gjensidige. Through role playing we see
the world through the customer’s eyes
to improve our advisory services.
Line Bjørshol Eliassen
Customer adviser
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OPERATIONS

Business areas
The operations in Gjensidige are divided into seven business
areas; general insurance Private, Commercial, Nordic and
Baltics, Pension and savings, Health care services and Online
retail banking. In addition to the seven business areas, the
asset management function manages the Group’s investment portfolio.

20
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GENERAL INSURANCE GENERAL INSURANCE
PRIVATE
COMMERCIAL
Gjensidige is a complete supplier of
general insurance products to private consumers
in Norway.
2009
Gross premiums written.............................8,035.3
Underwriting result........................................552.4
Combined ratio (%) . ........................................ 93.0

Percentage of gross
premiums written,
general insurance

Percentage of gross
premiums written,
general insurance
50.5 %

For definitions, see page 9
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The commercial division offers a full range of
general insurance and insurances of the person
products to Norwegian business and commerce.
2009
Gross premiums written.............................5,003.8
Underwriting result ......................................305.0
Combined ratio (%) . ........................................ 93.6

32.3 %

this is gjensidige

28

42

34

The Group offers insurance products in the
private and commercial market in Sweden and
Denmark and insurance to municipalities and
municipal business in Norway, Sweden and
Denmark.
2009
Gross premiums written.............................2,657.3
Underwriting resultat ...................................152.9
Combined ratio (%) . ........................................ 93.6

Pension and savings offers a broad range of
pension, investment and savings products, for
both private and commercial market.

Under the brand name Hjelp24, a range
of various health care services is offered to private customers, companies and the public sector.

2009
Assets under management .......................6,050.9
Loss before tax expense ............................(107.8)
Profit margin savings (%) ...................................0.9

2009
Operating income .........................................509.1
EBITA . ............................................................. 32.7
EBITA-margin (%) ...............................................6.4

Savings funds as a
percentage
of assets under
management

Percentage of
employees in the
Group who work
in the health care
services

Percentage of gross
premiums written,
general insurance

13.6 %

38

17.0 %

44

GENERAL INSURANCE ONLINE RETAIL

BANKING

Gjensidige offers general insurance
in all three of the Baltic States.

Gjensidige Bank is a nationwide Internet bank
intended for the private, organisation and agricultural market in Norway
2009
Gross lending........................................... 11,575.6
Deposit to loan ratio (%).................................. 56.6
Net interest income (%)................................... 0.63

The asset management function
manages the Group’s investment portfolio within
limits determined by the Board of Directors.
2009
Investments portfolio ............................. 50,669.1
Financial profit............................................2,723.2
Return on financial assets (%).............................5.5

Percentage of
registered customers
who also are
general insurance
customers

Percentage of fixed income
instruments in the Group’s
investment portfolio

2009
Gross premiums written . .............................592.2
Underwriting resultat ..................................... 40.5
Combined Ratio (%) . ....................................... 93.9
Percentage of gross
premiums written,
general insurance

4.2 %

results

BALTIC

ASSET
management

governance

31

27.8 %

perspective

SAVINGS

operations

NORDIC

HEALTH
CARE services

GENERAL INSURANCE PENSION AND

47.4 %
74.6 %
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general insurace
private norway
Gjensidige is the market leader in private and agricultural insurance in Norway. A combination of a solid trademark and good customer satisfaction is the key to this leading position.
Focusing on continuous improvement of existing solutions and objective measures to further
increase the customer value ensures a strong customer orientation and satisfaction in all points
of contact with the customers.
OPERATIONS
The business area Private Norway provides a broad range of insurance products and services in the following main categories:
• Accident and health (disability and accident insurances, sickness and
treatment insurances, child insurances)
• Property (home-owner’s and holiday home insurance, household contents insurance)
• Motor (liability and casco insurance for cars, motor cycles, mopeds and
motor homes, casco insurance for caravans, boat insurance)
• Agricultural insurance (building and home contents insurances, insurance
of production animals, insurance of farm machinery)
• Other insurances (travel insurance, pet insurance, etc.)
Gjensidige also offers banking, savings and investment products to its
private and agricultural customers through a multichannel distribution and
is experiencing a rapid customer growth in these new product areas. The
customers can get all of their financial needs covered at Gjensidige.

Best when it counts
In 2009, the business area Private Norway processed nearly 320,000 claims.
Our goal is to be the company that takes the best care of its customers, and
this includes after a loss has occurred. One example of this is the service
Alltid Bil (A Car at All Times), which is included in our casco motor insurance.
With this service, the customer can be given a hired car at the place where
the accident occurs, and it can be kept throughout the whole period of
repair. Gjensidige ensures that the car will be repaired at a quality-assured
garage and that the repairs are quality controlled by the Norwegian Automobile Association (NAF). A repair guarantee is also provided so that Gjensidige
takes responsibility if the repairs do not meet expectations.

Solid position in the market
The surveys show that Gjensidige has a solid position in the private market,
and it is the company that is usually mentioned first in surveys (source:
Gjensidige’s competitor and brand measurement, carried out by Synnovate).
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In addition, surveys show that Gjensidige would be by far the most-preferred company in the choice of a new insurance connection.
Gjensidige has a solid brand position. Gjensidige stands out positively in
relation to other companies by having the highest percentage among their
own customers and in the rest of the market who think the Company fits the
descriptions of «reliable» and «has satisfied and loyal customers». For a player
in a trust-based business sector, this is a very attractive position in which to be.
Gjensidige surveys customer satisfaction in the various customer groups

Key figures
NOK million

2009

2008

2007

8,035.3
7,856.2
(6,007.4)
(1,296.3)

8,010.6
7,911.4
(5,795.6)
(1,340.8)

7,910.6
7,729.8
(5,757.2)
(1,376.3)

Underwriting result 1

552.4

775.0

596.3

Loss ratio, net of reinurance 2
Cost ratio, net of reinurance 3
Combined ratio, net of reinurance 4

76.5 %
16.5 %
93.0 %

73.3 %
16.9 %
90.2 %

74.5 %
17.8 %
92.3 %

Gross premiums written
Earned premiums, net of reinurance
Claims incurred etc
Operating expenses

Definitions:
1 	Underwriting result = earned premiums, net of reinsurance - claims incurred etc operating expenses
2 	Loss ratio, net of reinurance = claims incurred etc / earned premiums, net of
reinsurance
3 Cost ratio, net of reinurance = operating expenses / earned premiums, net of
reinsurance
4 Combined ratio, net of reinurance = loss ratio, net of reinsurance + cost ratio, net
of reinsurance

8.5 %
11.4 %

combined ratio, net of reinsurance
private norway

underwriting result private norway

100 %

800 NOK million

80

600

43.0 %
60

this is gjensidige

product groups private norway

400

17.0 %

40

200

20
20.1 %
Agriculture
Other

Based on gross premiums written, 2009

2007

2008

2009

0

2007

2008

2009

Loss ratio, net of reinsurance
Cost ratio, net of reinsurance
Combined ratio, net of reinsurance is equal to loss ratio,
net of reinsurance plus cost ratio, net of reinsurance

each year (source: internal customer satisfaction survey in collaboration with
BI/Norsk Kundebarometer). Among our private customers, the satisfaction
with the Company has been good on the whole in recent years. The survey
for 2009 underpins this.

Gjensidige’s market share in the private and agricultural segment was 27.5
per cent in 2009. Though the share has declined from 2008, Gjensidige is far
the biggest player in the market. In the agricultural segment, Gjensidige has a
leading position with 71.9 per cent of the market. At the product level, Gjensidige is market leader in both insurance of the person and motor vehicles.

Extensive customer programme

Many insurance customers have already chosen Gjensidige as their provider of other financial services. Surveys show that customers who have
purchased more than one product from Gjensidige are more satisfied than
customers who only have one. It is a top priority objective for the Company
to increase the percentage of customers who bundle their insurance, banking and pension products with Gjensidige.

DISTRIBUTION CHANNELS
Gjensidige has a multi-channel strategy where products and services are
distributed by phone, Internet-based solutions and our local offices. The
customer gets uniform service regardless of the channel.

Gjensidige’s development into a financial group is followed up by changes
in its distribution model to ensure optimal distribution of the entire range
of insurance, pension, savings, banking and health care services. Therefore,
financial offices with a complete range of services are being established in
places where the customer base is sufficient. All in all, 22 financial offices
were established by the end of 2009.

Customer centre
Gjensidige’s customer centre receives over 1.2 million incoming telephone
calls annually. The centre is also open in the evening and is an independent
sales and relationship channel that provides services and sells insurance and
financial products to private customers by phone and over the Internet.

Gjensidige.no
The Financial Portal, gjensidige.no, is becoming a more and more important
distribution channel for Gjensidige’s contact with private customers. Customers can choose full self-service on the Internet or utilise the portal in combination with or as a supplement to the other forms of service. The number of
self-service customers has undergone steady growth in 2009, and more and
more customers conduct their purchases and receive service over the Internet.

Sales centre

results

Breadth in customer relations

Gjensidige currently has in excess of 50 insurance offices distributed
throughout the country. This is a reduction from about 70 offices at the
close of 2008. The insurance offices are responsible for functions where
local knowledge, a one-on-one relationship and personal contact are
expedient. The offices are responsible for active customer development
and advisory services for total customers, as well as new sales. All insurance offices offer the Group’s entire range of products, but with different
degrees of local specialist expertise. Gjensidige cooperates with 20 mutual
fire insurers throughout the country, which function in the same way as the
insurance offices of Gjensidige Forsikring.

governance

At the end of 2009, Gjensidige had 888.000 private and agricultural
customers. About 330.000 of them were included in the customer programme Gjensidige Fordel, where the customers earn a number of benefits
in addition to a customer discount based on their overall relationship with
Gjensidige. Around 300.000 of the customers are included in different
customer programmes that Gjensidige offers with key partners, such as
the Norwegian Farmers’ Union, the Norwegian Farmers’ and Smallholders’
Union, the Norwegian Fishermen’s Union, the Confederation of Vocational
Unions (YS), the Norwegian Society of Engineers and Technologists (NITO)
and Tekna. Gjensidige’s loyalty programme and organisation customers
often have a long-term relationship to the Company. The average length
of the customer relationships in the two categories are 11.0 and 15.5
years respectively. This is considerably longer than for other customers,
which stay with Gjensidige for an average of 5.6 years. Gjensidige also has
a strategic cooperation agreement with Norwegian Automobile Association (NAF), which among other things, provides common customers more
benefits.

Insurance and financial offices

perspective

Leading market position

Underwriting result equals earned premiums,
net of reinsurance, less claims incurred etc.,
net of reinsurance, less operating expenses

operations

Motor
Property
Accident and
health

0

Gjensidige has established a specialised outward sales channel that employs
modern technology for high activity and efficiency based on modern technical solutions and pre-defined potential new customers. The channel should
help promote further growth for Gjensidige. The sales centre is distinguished by a strong goal orientation and a high-performance culture.

Organisation market
Gjensidige has agreements with several large labour organisations and affinity groups, and it offers good insurance solutions as well as banking and
savings services to the members of those organisations.
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market shares, private norway

customer satisfaction
private norway

top of mind, private norway
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TrygVesta
Sparebank1

Total non-marine insurance, excluding insurances of the
person, but including the Tennant portfolio

60

Total
No agreement

Organisation market
Loyalty programmes

Source: Customer satisfaction survey, self-initiated
customer analysis, conducted by TNS Gallup (2006-2008),
Norsk kundebarometer/BI (2009)

Agents and car dealers
As a supplement to Gjensidige’s own channels, products are distributed
through agents and agencies in addition to agreements with a large number
of car dealers for the distribution of car insurance.

Distribution in the agricultural market
The agricultural market is serviced from agricultural centres and through agricultural insurers located in offices throughout the country. The agricultural
channel is an independent information, distribution and relationship channel
that serves incoming inquiries from agricultural customers, and they perform
outward services and sales to customer segments in the agriculture sector.
Gjensidige has agreements with the Norwegian Farmers’ Union and the Norwegian Farmers’ and Smallholders’ Union, which ensure their members very
good insurance schemes. Furthermore, cooperation with a number of other
agricultural organisations makes important contributions to professional skill
and position in the agricultural market.

CUSTOMER ORIENTATION AND EFFICIENT OPERATIONS
In 2009, Gjensidige initiated a number of measures to ensure a further customer orientation and efficient operation of the business. These measures
were implemented in a number of areas, including the following:

Gjensidige’s customer and brand school
In 2009, Gjensidige established a separate customer and brand school for
training and instruction of all salespersons and sales managers. This measure
was devised in order to ensure the Company a leading position in the sale
of services and thereby develop a modern sales culture with high professionalism in the dialogue with customers. Gjensidige’s customer and brand
school shall ensure faster training of new customer service representatives,
increased competence and further improvements in customer service.

Products and services
In 2009, Gjensidige improved its efforts in product and service innovation.
The main objective has been to generate new sales and increase the loyalty
of our own customers through a new top-level auto insurance product, Bil
Pluss, and a new customer dialogue concept for insurances of the person.
In addition, Gjensidige launched a new rate for car insurance in 2009, which
will ensure the Company increased competitive strength, more correct pricing and an anticipated decline in the claim frequency.
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TrygVesta
Source: Brand tracker self-initiated brand survey,
conducted by TNS Gallup (2005-2008), Synovate (2009)

promote an improved dialogue with customers in a new process control tool
for settlement, which is also supposed to ensure the management of all
auto repairs to appointed workshops.

Comprehensive strategy for the auto sector
In 2009, Gjensidige initiated a comprehensive strategy for the auto sector
with the aim of improving the Company’s position in the car dealer market.
Agreements were entered into with several major players. A new start
product was launched and a new and improved sales portal for car dealers
was developed.

Customer score
Gjensidige has established a strong model for the prediction of profitability
at the customer level. In the coming years, this will contribute to a further
increase in profitability in the private portfolio.

RESULTS
Earned premiums, net of reinsurance, were NOK 7,856.2 million in 2009,
a reduction of 0.7 per cent from the previous year. The trend in earned
premiums in 2009 reflects a market distinguished by increasing competition
from new players, which for the most part compete on price.
Claims incurred, net of reinsurance amounted to NOK 6,007.4 million in
2009, compared with NOK 5,795.6 million in 2008. The loss ratio ended
up at 76.5 in 2009, compared with 73.3 the previous year. The increase
in the loss ratio was mainly attributed to a negative trend in the child
insurance product, where the claims incurred in 2009 were affected by an
increase in the claims provision for the product, both for the current and
previous claims years. To reduce future claims incurred and improve the loss
ratio, organisational and improvement efforts have been initiated in the
settlement organisation. The organisation is now established with national
settlement channels, compared with a previous regional organisation. The
new organisation is expected to yield substantial earnings through lower
indemnity payments resulting from improved processes and increased quality in the claims processing.

Claims

The level of large losses* was virtually the same in 2009 as in 2008. Large
losses amounted to NOK 42.7 million in 2009, compared with NOK 36.5
million the previous year. For both years, the level of large losses was lower
than the expected level. However, the result for 2009 is charged with a runoff loss**, while there was a run-off gain in 2008.

In the settlement organisation, a number of measures have been initiated
to reduce the claims incurred and increase the customers’ satisfaction with
claims settlements. In these efforts, arrangements have been made to help

The cost ratio was 16.5 for 2009, a reduction of 0.4 percentage points
compared with the previous year. Nominally, the costs were reduced by
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*

Losses exceeding NOK ten million

**

Run-off gain/loss = changes in estimates from earlier periods

29 %
37 %

this is gjensidige

privatE CUSTOMERS DIVIDED BY CUSTOMER
SEGMENT

34 %

Based on gross premium written 2009

NOK 44.5 million in 2009 compared with 2008, which is a result of the
efficiency improvement efforts that have been initiated in both distribution,
staff and/or support and in the settlement organisation areas.

OBJECTIVES AND STRATEGIES
One of the Group’s objectives is to reduce the combined ratio of the
general insurance operations in the coming years. Specific cost-cutting
measures have been launched and implemented in the private segment and
they should make Gjensidige a leader in operational efficiency.

Increased attention from customers, however, will also give the companies
an opportunity to emphasise the quality and scope of cover offered by their
products. This will make it more apparent that the choice of an insurance
provider entails more than just an evaluation of price. Therefore, Gjensidige
will continue its product strategy, which gives the customers the possibility
of choosing more comprehensive cover than the standard solution at the
same time as Gjensidige provides security to the customer by offering the
best quality and advice.

Gjensidige’s ambition is to be the leading company in customer orientation.
Emphasis is placed on seeing that every single contact with a customer
will be a positive experience for that customer. This calls for a customeroriented culture, quality through standardised and efficient work processes
and clear and binding promises to customers.
The aim is to systematically increase customer satisfaction from the current
level. This should be achieved through a number of targeted measures, such
as increasing the quality of service at all points of contact with the customer, simplifying and improving products and routines and increasing the
employees’ obligation to provide services in accordance with Gjensidige’s
standards for customer orientation.

It became easier for the customers to calculate the price of car
insurance from Gjensidige in 2009. This occurred at the same
time as the price models became more intricate, so that the
prices more accurately reflected the customers’ risk.
The new price calculator obtains information about the car
from the Norwegian Public Roads Administration’s register
when the customer enters a registration number. Thus, it is
no longer necessary for the customer to specify the make and
model of the car. In addition to making the price calculation
simpler and faster, this eliminates a significant source of error.
It is still possible to check the price without giving a registration number if the customer so desires.
Gjensidige has extensive knowledge about the risk of accidents
for various models of cars and different customer groups, and
we are constantly working to improve our insight in this area.
In 2009, the price model was revised so that there was better
accordance between price and risk.
As a result, we now have a fairer pricing system. Among
other things, this was a achieved by increasing the number of
significant variables and providing more detailed geographical
information than before but without requesting more information from the customer.

results

Customer orientation as a target area

Easier car insurance

governance

Gjensidige will continue its efforts to expand its private customers’ involvement in the Company, e.g. by encouraging them to enter into banking,
savings and pension agreements. The authorities’ establishment of the
Financial Portal has made it easier for customers to compare products and
prices offered by the various companies. This, together with an increased
opportunity to change insurance companies at times other than the annual
renewal date has given rise to greater mobility among customers.

in focus

perspective

The combined ratio for 2009 was 93.0 per cent, compared with 90.2 in
2008. The underwriting profit amounted to NOK 552.4 million in 2009,
compared with NOK 775.0 million the previous year.

::

operations

Loyalty programme customers
Organisation customers
Other customers

OUTLOOK
The Norwegian general insurance market is in a period of change. Traditionally, it has been characterised by strong brands and four well-positioned
enterprises. Satisfactory profitability over a number of years has caused
new competitors to enter the market. Small niche companies have gradually
increased their market shares, partly through aggressive pricing. The banks
have also entered the market and offer competition with a broad range
of products and frequent contact with customers. It is expected that the
competition will further intensify. The measures that were implemented in
2009 entail that Gjensidige is well positioned to meet this competition.
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general insurace
commercial
NORway
Gjensidige offers business and commerce security with regard to life, health and assets. The
company has a particularly strong position in the market segment for small and mediumsized enterprises, and it is the clear market leader for insurances of the person. Surveys
conducted by Synovate show that Gjensidige has the most loyal commercial customers
in the business sector. The Company also has the best reputation among its own customers. Customer satisfaction among the commercial customers is good and trended positive
throughout the whole period from 2005 to 2009.
OPERATIONS

DISTRIBUTION

Gjensidige offers Norwegian business and commerce a broad range of
insurance solutions for:
• Accident and helath (occupational injury, other accident and sickness,
corporate group life, treatment insurance, travel insurance)
• Motor (company car, lorry, bus, heavy equipment)
• Property (including assets, operating losses)
•	Liability (public liability, property damage liability, product liability and
recall, directors’ and officers’ liability, crime insurance, legal expenses)
• Marine/cargo (coastal and fishing boat, building risk, aquaculture, property insurance of goods under transport)

Within the commercial segment, Gjensidige has a distribution system with
the following channels:

In addition, Gjensidige can offer comprehensive solutions that also meet the
commercial customers’ needs for pension and savings products and a selection of health care services. At the end of 2009, 65 per cent of the pension
customers in the Group were also general insurance customers.

Market leader
In 2009 Gjensidige had about 93,000 commercial customers, of which
approx. 66,000 were companies, Each company had about 2.5 insurance
products on average. About 3,000 of the commercial customers are served
indirectly through insurance brokers. The remaining customers are served by
the Group’s direct distribution system.
At the end of 2009, Gjensidige had a market share in the commercial segment of 30.6 per cent, which is somewhat lower (-1.2 percentage points)
than at the end of 2008. This reduction in the market share was mainly attributed to competition from niche companies, which compete for the most
part on price. Although its market share has decreased slightly, Gjensidige is
Norway’s biggest provider of general insurance in the commercial segment.
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Business centre
The business centre is an effective sales and customer centre that ensures
high accessibility and provides uniform service to small and medium sized
corporate customers. The channel offers many standardised products and

Key figures
NOK million
Gross premiums written
Earned premiums, net of reinsurance
Claims incurred etc.
Operating expenses
Underwriting result 1
Loss ratio, net of reinurance 2
Cost ratio, net of reinurance 3
Combined ratio, net of reinurance 4
Definitions:

2009

2008

2007

5,003.8
4,737.3
(3,819.0)
(613.3)

5,120.0
4,909.7
(4,219.7)
(630.4)

5,464.7
5,072.7
(4,331.4)
(647.7)

305.0

59.7

93.6

80.6 %
12.9 %
93.6 %

85.9 %
12.8 %
98.8 %

85.4 %
12.8 %
98.2 %

1 	Underwriting result = earned premiums, net of reinsurance - claims incured etc.
- operating expenses
2 	Loss ratio, net of reinurance = claims incurred / earned premiums, net of reinsurance
3 Cost ratio, net of reinurance = operating expenses / earned premiums, net of
reinsurance
4 Combined ratio, net of reinurance = loss ratio, net of reinsurance + cost ratio, net
of reinsurance

5.9 % 1.2 %
7.3 %

Product groups Commercial Norway

Underwriting Result,
Commercial Norway

100 %

350 NOK million
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Cost ratio, net of reinsurance
Combined ratio, net of reinsurance is equal to loss ratio,
net of reinsurance plus cost ratio, net of reinsurance

prices and serves the customer by phone and Internet. In addition to high
accessibility, the channel offers good sector-adapted product and consulting expertise.

The intermediate market is a relationship channel with a focus on standardised and specially adapted solutions for intermediate and large corporate
customers. Gjensidige has much of its strength in the handling of and relations with local business and commerce. The enterprises are served through
insurers and service consultants who are located in most of the large cities
and towns in Gjensidige’s market areas.

Corporate customers/Brokers (KKM)

New system for customer surveys
In 2009, Gjensidige revised its system for customer surveys. These surveys
are used in making both strategic and operative decisions in order to
ensure a focus on the customer in all parts of the operations. The customer
surveys are conducted at three levels:
Point-of-contact surveys – in 2009, Gjensidige put considerable emphasis
on point-of-contact surveys, where the customers provide feedback related
to individual situations. The advantage of this type of survey is that the customer satisfaction survey is more closely linked to specific work processes
so that improvement measures can be more easily specified.

The pension advisors are a line of specialists with a high level of product expertise. This expertise is related to defined-contribution pensions,
defined-benefit pensions, state pension schemes and a good knowledge of
personal coverage. The pension advisors sell pensions both in cooperation
with other channels and on an independent basis.

Competitor and brand survey – Conducted on a representative sample
of Norwegian business and commerce, where the satisfaction, loyalty
and brand recognition of Gjensidige’s customers is measured against the
customers of our competitors.

Agencies/mutual fire insurers

Launching of kommunenett (municipal website)

This channel is used to supplement our own distribution in growth areas or
to replace our own distribution in areas where Gjensidige does not have its
own office. The agencies only distribute for Gjensidige and do so under a
common brand.

In October 2009, Gjensidige launched a new extranet solution for Norwegian municipal customers. This solution will form the basis for a new
solution for the commercial segment (the Næringsnett website), which
will be launched in the first quarter of 2010. A further development of
Næringsnett is also planned for 2010 in order to give the customer greater
possibilities of self-service.

Internet
Gjensidige offers sector-adapted advice and sales of bundled products on
open websites. In addition, the Næringsnett and Pensjonsnett websites give
the customer access to updated information about their customer relationship and the possibility of reporting changes or expressing their desires for
new products on standard forms.

TARGET AREAS IN 2009
Increased focus on customers in settlement processes
Based on feedback from customers, the Group focused in 2009 on
ensuring better information to customers during the settlement process.

results

Pension advisors

Strategic CSI (Customer Satisfaction Index) – Survey where the customer
gives feedback in all quality areas, including price, customer service and
information.

governance

KKM is a national relationship channel with brokers and Norway’s largest
enterprises. KKM has a high level of marketing and professional expertise
with a strong focus on risk assessment and risk management. The service
and servicing concept is based on relations with customers and brokers, a
high level of professional expertise and often solutions that are specially
adapted to meet the customers’ needs.

Information routines during the filing, processing and completion of
claims have been improved, and written material has been reviewed to
ensure a simpler, more customer-oriented language. These measures are
expected to have positive effects on customer satisfaction with regard to
the settlement of claims.

perspective

Intermediate market

Underwriting result is equal to earned premiums, net of
reinsurance, less claims incurred etc, net of reinsurance,
less operating expenses

operations

Accident and health
Properrty
Motor

50

Advice and sales from a group perspective
Gjensidige’s total range of products to business and commerce includes
insurance, pensions and health care services. In 2009, a great number of
activities were implemented in order to give the customer comprehensive
advice. The customer satisfaction surveys indicate that customers who
have bundled their insurance and pension schemes are more satisfied
than customers who have divided their customer relationship among
different providers.
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market shares, commercial norway
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Profitable portfolio
Good risk management is an important success factor with regard to
profitability. Thus, knowledge and documentation of the risk situation of
the individual customer is a key factor with regard to risk management.
The Commercial Division has its own risk advisors who survey and qualitatively assess risks. They develop solutions to reduce customers’ losses.
Customers pay for the measures, but are rewarded in the form of safety
discounts on the insurance. Gjensidige’s objective is to have commercial
customers who continually focus on their own health, safety and environment (HSE). This type of customer has good control over their own risk
situation, which hopefully will also reflect Gjensidige’s risk exposure in a
positive way.

RESULTS

10
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Source: Gjensidige’s competition and brand survey,
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With the exception of insurances of the person, there was a clear improvement in profitability for all products. The largest improvement in profitability
occurred in building and property, where the extent of large losses has
also been low in 2009 compared with 2008. New focus areas and work
methods in personal injury settlements yielded results in the form of shorter
processing times and increased volume of withheld compensation resulting
from detected fraud.
The level of large losses* was lower in 2009 than in 2008, and this had a
positive effect on the underwriting profit. Large losses amounted to NOK
193.1 million in 2009, compared with NOK 544.3 million the previous year.
In 2009, the level of large losses was lower than expected. The run-off
gain** was lower in 2009 than in 2008.

Earned premiums, net of reinsurance came to NOK 4.737,3 million in
2009, a reduction of 3.5 per cent from the previous year. The reduction in
the premium volume was attributed to a clear prioritisation of profitability
over volume, and in certain products and customer segments Gjensidige
chose not to follow current market prices. Together with the decision to
liquidate the portfolio in supply, offshore and foreign fishing vessels, this
entails a greater loss of business and reduction in the earned premiums. In
addition, the financial trend in 2009 gave a reduction in the total market for
insurances of the person to business and commerce, which also affected
Gjensidige.

The cost ratio was 12.9 for 2009, an increase of 0.1 percentage points
compared with the previous year. Nominally, the expenses decreased by
NOK 17.1 million in 2009 relative to 2008. A new distribution model and a
strong focus on costs have helped reduce the nominal operating expenses
relative to 2008 while a higher number of bankruptcies has resulted in an
increase in losses on claims. Several measures were launched to reduce
losses, including enhanced financial assessment of new policies, more
frequent updating of external financial information on customers, stricter
routines for granting deferred payment, and closer monitoring of the payment of premiums.

The efforts to ensure the risk margin for building products have been
underway for a long time, and both the rate level and premium on these
products has increased during 2009. In connection with the renewal work
in 2010, special emphasis has been given to improving the profitability in
the insurance of the person and motor vehicle portfolios.

The combined ratio for 2009 was 93.6 per cent, compared with 98.8 in
2008. The underwriting profit amounted to NOK 305.0 million in 2009,
compared with NOK 59.7 million the previous year.

Claims incurred, net of reinsurance amounted to NOK 3.819,0 million in
2009, compared with NOK 4,219.7 in 2008. In 2009, the loss ratio was
80.6, an improvement over 85.9 in 2008. The focus on profitability in the
segment has resulted in a clear increase in profits in the underlying business. Several measures to improve profitability were initiated in 2008, and
these have given positive results in 2009:
• Strong management commitment to improving price and quality related
to sales and renewals.
• Necessary increases in premiums in many products.
• Stronger focus on risk assessment and implementation of measures to
prevent loss among the commercial customers.

OBJECTIVES AND STRATEGY
One of Gjensidige’s objectives is that the Group’s general insurance operations shall have a combined ratio between 90 and 93 starting in 2011. In
the commercial segment, there has been a strong focus on improving the
profitability of the portfolio in the last two years, and this has given results.
In addition to a strong focus on profitability, measures have also been initiated to increase efficiency.
Gjensidige wants to be a complete supplier of security in the commercial
segment with comprehensive solutions in insurance, pensions and health.

* 	Losses exceeding NOK ten million
** Run-off gain/loss = changes in estimates from earlier periods
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COMMERCIAL CUSTOMERS DIVIDED INTO
CUSTOMER SEGMENTS
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Companies
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Based on premiums in force per 31.12.2009

The customer shall perceive that Gjensidige’s solutions are an investment in
indemnifying the company’s development, value creation and employees.
The efforts to further develop the Group’s Internet solutions occur in a
market where several other players are going in for sales and advice through
the Internet. This trend has been observed internationally and will now
manifest itself in Norway with full force. Gjensidige wants to participate
actively in this trend. Internet-based service solutions are a natural element
in the service concepts of the future for commercial customers, and this can
also help us set competitive prices.

OUTLOOK
The market trend for general insurance will be affected by the general trend
in the Norwegian economy and by how quickly the economy recovers after
the financial crisis. There is reason to expect a level or slightly positive trend
in the general insurance market in 2010.

Do away with
the maze of products
Transport is one of the most vulnerable links in the value chain
from producer to consumer. In the event of shipwrecks and
traffic accidents, the cargo will often be lost. Loading, unloading and temporary storage also entail considerable risk of loss.
Pursuant to Norwegian law and international conventions, the
carrier’s liability for the cargo is extremely limited. Therefore,
many enterprises choose to take out year-round transport
insurance, while others settle for insuring each dispatch
separately.
In 2009, we have put considerable effort into simplifying
transport insurance. As a result, we are launching two new
types of transport insurance in 2010 to replace the 14 old
ones. This is a result of our attempts to think innovatively and
differently. The way this market has evolved, we believe it will
be an advantage for the customers to be confronted with
fewer choices than they were before. We are also reducing
the number of terms and conditions by over 50%, and the new
products will have simpler underwriting rules and a somewhat
improved scope of cover.
All in all, this entails a considerable simplification for the
customers, who will be able to more easily find a transport
insurance that covers their needs.

results

Attention to risk selection, pricing and loss prevention in close cooperation
with customers will continue to be important criteria for success to ensure
long-term profitability and growth. Gjensidige’s sound financial situation and long-term perspective are expected to be important competitive
advantages in the coming years. There is still a substantial growth potential
in the Group’s newer business areas: pensions and health services. Further
development of these areas is also a target area in 2010.

simplification

governance

Use of technology to automate internal and external processes provides
opportunities for new forms of cooperation, e.g. in the exchange of information. Efforts will be made to develop solutions that give increased access
to self-service solutions on the Internet.

::

perspective

The customers shall perceive that they are covered correctly and taken good
care of through:
• Professional, need-based advice.
• Proactive follow-up.
• Relevant products with necessary flexibility.
• Clear and sufficient communication in all customer processes.

New competitors are entering the commercial market. These competitors
are mainly concentrating on distribution through insurance brokers and
through industry-wide agreements, and they are giving rise to greater
competition in all segments.
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general insurace
nordic
Gjensidige’s Nordic activities in 2008 reflect the Group’s objective of providing customised
insurance solutions to various customer groups. The operations in Denmark are the Group’s
competence centre for the Nordic municipal market, whereas the Swedish operations’ Norwegian branch represents the Group’s white label efforts.

OPERATIONS
The business area Nordic, includes the Group’s operations in the Danish
and Swedish private and commercial market. In 2010, the operations will be
conducted under Gjensidige’s trademark.

Private and commercial customers
Gjensidige currently offers nearly a full range of products to the segment’s
private and commercial customers. Efforts are being made to develop a
complete range of products in insurances of the person, and in connection
with the conversion of the Swedish and Danish operations to Gjensidige
branches, life insurance products with one-year terms will be developed on
the basis of a Norwegian licence.

The municipal segment
Gjensidige is a complete supplier of general insurance to Scandinavian
municipalities.

The white label market
In the Company’s white label operations, the target group consists mainly
of products for the private market in Norway. In addition to standardised
products for the private market, the portfolio also consists of some niche
products.
Starting on 1 October 2009 and 1 January 2010 respectively, Gjensidige’s
insurance operations in the Swedish and Danish markets are organised as
branches of the Norwegian general insurance company. The exception is
Danish workers compensation insurance, which is organised in the Group’s
Danish company for workers compensation insurance. The Group’s white
label efforts are conducted through the wholly owned Swedish subsidiary
Tennant Försäkringsaktiebolag.
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VARIOUS DISTRIBUTION MODELS
Denmark
The private market is mainly served by phone from a customer centre in Copenhagen. In addition, private products are sold through partners, including
Kia Motors, the Danish Consumers Co-operative Society (FDB), and starting
in 2010 the Danish Association of Managers and Executives.

Key figures
NOK million
Gross premiums written
Earned premiums, net of reinurance
Claims incurred etc.
Operating expenses
Underwriting result 1
Amortisation and impairment losses
of excess value – Intangible assets
Loss ratio, net of reinurance 2
Cost ratio, net of reinurance 3
Combined ratio, net of reinurance 4
Definitions:

2009

2008

2007

2,657.3
2,403.5
(1,833.0)
(417.5)

2,155.5
2,068.4
(1,604.4)
(350.8)

1,810.4
1,685.3
(1,376.8)
(360.8)

152.9

113.2

(52.3)

(109.9)

(85.3)

(85.7)

76.3 %
17.4 %
93.6 %

77.6 %
17.0 %
94.5 %

81.7 %
21.4 %
103.1 %

1 	Underwriting result = earned premiums, net of reinsurance - claims incurred etc. operating expenses
2 	Loss ratio, net of reinurance = claims incurred etc. / earned premiums, net of
reinsurance
3 Cost ratio, net of reinurance = operating expenses / earned premiums, net of
reinsurance
4 Combined ratio, net of reinurance = loss ratio, net of reinsurance + cost ratio, net
of reinsurance

4.1 %

4.0 %
26,3 %

Combined ratio, net of reinsurance,
Nordic
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In the Danish commercial market, solutions are provided to selected segments, primarily in cooperation with brokers and preferably to customers
with premiums of a certain size.

In Sweden, general insurance products are distributed to private persons
both directly by phone and Internet and through insurance mediators
(partners and agents). For the commercial market, the distribution is mainly
through insurance brokers and partners

The municipal market
The distribution in the municipal market is conducted either directly or by
brokers.

The white label efforts
This distribution is through partners, both directly and through insurance
brokers.

private market in Sweden were initiated in 2009. Premium measures will be
implemented in Denmark in the first half of 2010.
The level of large losses* was somewhat lower in 2009 than in 2008, and
this had a positive effect on the underwriting profit. Large losses amounted
to NOK 77.4 million in 2009, compared with NOK 105.9 million the previous year. The run-off gain** was higher in 2009 than in 2008.
The cost ratio was 17.4 for 2009, an increase of 0.4 percentage points
compared with the previous year. Nominal expenses increased by NOK
66.7 million in 2009 relative to 2008. This increase was mainly attributed
to expenses related to the growth in Sweden and to an increased share of
partner-distributed business in the Norwegian white label operations.
The combined ratio for 2009 was 93.6 per cent, compared with 94.5 in
2008. The underwriting profit amounted to NOK 152.9 million in 2009,
compared with NOK 113.2 million the previous year.

In 2009, Gjensidige Sverige has clearly established itself in the commercial
market according to plan.

In order to increase the focus on the three main segments in the Danish
operations, a divisional classification into the Private, Commercial and
Municipal segments was introduced effective January 2009. For the private
segment of the operations, priority will still be given to a further improvement and efficiency improvement of the business model. Moreover, there
will still be a focus on new partners. For the commercial segment, there will
continue to be a focus on selected segments. The objective is to continue
to grow through good deliveries and nearness to the market and the
customers. In the municipal segment, this will mainly involve pricing and
economies of scale. The efforts will continue to ensure our position as the
municipalities’ preferred partner in Denmark while our efforts to increase
our market share in Norway and Sweden will continue.

RESULTS
Earned premiums, net of reinsurance came to NOK 2.403,5 million in 2009,
an increase of 16.2 per cent over the previous year. The increase was attributed to growth in the Danish and Swedish commercial business in addition
to white-label activities in Norway.
Claims incurred net of reinsurance amounted to NOK 1.833,0 million in
2009, compared to NOK 1,604.4 million in 2008. An increased volume
of business gives increased claims incurred. The loss ratio came to 76.3 in
2009, compared with 77.6 in the previous year. The underlying development of claims entailed a need for price adjustments, and measures in the

results

OBJECTIVES AND STRATEGIES
One of Gjensidige’s objectives is for the Group’s general insurance operations to have a combined ratio between 90 and 93 starting in 2011. This
will necessitate focusing on measures for efficiency improvement and simplification in addition to a reduction of the operating expenses and claims
incurred. For the Nordic segment, this entails developing a cost-effective
business model and performing a disciplined underwriting.

governance

REVIEW OF THE YEAR
In the Danish operations, concerted efforts were made during the year
to improve the efficiency of the business model, and the cost ratio has
become very competitive in the Danish market. Effective 1 January 2010,
the operations will be conducted under the name of Gjensidige. The growth
in the commercial segment continued in 2009, and the market position was
strengthened.

For Tennant, the efforts in 2009 were concentrated on the establishment
of full-value white label operations, and the portfolio now appears to be
more balanced.

perspective

Sweden

Underwriting result is equal to earned premiums, net of
reinsurance, less claims incurred etc., net of reinsurance,
less operating expenses

operations

Accident and health
Motor
Property

0

* 	Losses exceeding NOK ten million
** Run-off gain/loss = changes in estimates from earlier periods
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Divided by customer segments

Market shares Denmark 2008

22.9 %

Market shares Sweden 2009
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OUTLOOK
In recent years, the Swedish private market for general insurance has been
affected by the financial crisis. Both new car sales and the housing market
have been negatively affected, and this has also affected Gjensidige’s
growth in the private segment. However, the trend in the autumn of 2009
indicated that car and housing sales are picking up again. For Gjensidige,
the development of familiarity with the brand is one of the most important
focus areas in the Swedish private market in the coming years. It is important to be conspicuous in connection with the Internet distributors’ price
comparison services and through other partners who can help increase
familiarity with the brand.
In the Swedish commercial segment, there are an increasing number of
customers who change insurer as a result of pressure on prices in the
market. It is expected that the broker market will continue to grow. As a
newly established challenger, Gjensidige is attracting considerable attention
in connection with renewal. Gjensidige is a familiar trademark in the broker
channel, and the Group’s A-rating helps the Group achieve a good position
in major renegotiations.
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Source: The Danish Insurance Association

The operations in Sweden are in a growth phase and the launching in the
commercial segment has gotten off to a good start. The strategy is to
develop the Swedish operations as a complete supplier of general insurance
to private and commercial customers and to establish Tennant Försäkrings
aktiebolag as the Group’s provider of partner insurance.
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The Danish private market appears to be changing course. Increasing loss
ratios are related to a marked increase in theft, and clear indications of
climate-related losses (especially heavy rains) have induced many companies
to announce premium increases for home and private insurance effective 1
January 2010. For Gjensidige, the focus in the coming years will be aimed
at efficiency improvements and simplification of customer contacts and
service.
In the commercial market, there is a growing interest from new insurance
players, and existing overcapacity in combination with acceptable profits in
recent years will mean that there will still be relatively aggressive competition in the market.
A number of insurance players in the Danish market are developing digital
processes and a higher degree of Internet-based customer service. This
trend is expected to be of great significance for the competitive situation
in the next two to five years, especially in the private market and in the
municipal market.
With the exception of the municipal market, Gjensidige is in a challenger’s
role in the Danish insurance market. Profitable growth will be the biggest
challenge in the coming years. However, the three areas - Private, Commercial and Municipal – supplement each other well and form a good basis
for further growth.

this is gjensidige

operations

general insurace
baltic
Gjensidige’s Baltic operations increased its market share in a declining market in 2009. In addition to organic growth, the Group strengthened its position in the Baltics with the acquisition of Länsförsäkringar’s Baltic portfolio.

Affected by the recession

A significant pan-Baltic player
There are a number of major foreign players in the Baltic markets. Of the
eight largest insurance companies, only one of them is locally owned. In the
Baltics as a whole, Gjensidige is the fifth largest player, with a market share
of 8.3 per cent in 2009, a substantial improvement over 7.7 per cent in
2008. To this must be added the operations that were acquired from Länsforsäkringar in November 2009 with a market share of 0.9 per cent in 2009.

Gjensidige has a total of 49 offices in the Baltics and is represented in 40
different cities. The most important distribution channels are direct sales
and sales via insurance agents and brokers. In addition, the Statoil stations

Key figures
NOK million
Gross premiums written
Earned premiums, net of reinurance
Claims incurred etc.
Operating expenses
Underwriting result 1
Amortisation and impairment losses
of excess value – intangable assets
Loss ratio, net of reinurance 2
Cost ratio, net of reinurance 3
Combined ratio, net of reinurance 4

2009

2008

2007

592.2
663.4
(411.5)
(211.4)

657.7
592.4
(371.3)
(183.9)

432.6
360.2
(231.0)
(113.9)

40.5

37.1

15.2

(100.2)
62.0 %
31.9 %
93.9 %

(9.3)
62.7 %
31.0 %
93.7 %

(17.6)
64.2 %
31.6 %
95.8 %

results

The Baltic insurance market is in an early development phase and a significant share of the market is still uninsured. Motor vehicle insurance is the
largest insurance product in these markets. The Baltic insurance markets
were hard hit by the recession in the second half of 2008 and in 2009.
Reduced access to credit financing, falling real estate prices and a steadily
shrinking market for real property together with a reduction in the number
of new cars has resulted in a rapidly declining insurance market. In 2009,
the total market in the three countries declined by 24.1 per cent (source:
Insurance Supervisory Commission of the Republic of Lithuania, Latvia
Insurers Association, Estonia Statistics, with manual corrections). The
decline was greatest in Latvia (31,2 per cent), Lithuania (25.5 per cent)
and more moderate in Estonia (11.5 per cent).

Distribution channels

governance

Gjensidige’s efforts in the Baltic market are conducted through its subsidiary, Gjensidige Baltic. The target customers are persons with medium to
high incomes in the private market and small and medium-sized enterprises
in the commercial market.

Gjensidige has its strongest market position in Latvia, with a market share of
14.3 per cent. This makes the Company the third largest insurance company
in that country. In Lithuania, Gjensidige is the sixth largest player, with a
market share of 6.7 per cent. In Estonia, the market share was 3.5 per cent.

perspective

OPERATIONS
Gjensidige’s Baltic operations deliver insurance products to the private and
commercial markets in Latvia, Lithuania and Estonia in the following main
categories:
• Motor
• Property
• Accident and health
•	Liability
• Other

Definitions:
1 	Underwriting result = earned premiums, net of reinsurance - claims incurred etc. operating expenses
2 	Loss ratio, net of reinurance = claims incurred etc. / earned premiums, net of
reinsurance
3 Cost ratio, net of reinurance = operating expenses / earned premiums, net of
reinsurance
4 Combined ratio, net of reinurance = loss ratio, net of reinsurance + cost ratio, net
of reinsurance
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product groups baltic
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are an important distribution channel in Latvia. Sales over the Internet are
also becoming a more important distribution channel in the Baltic market.

PROGRESS IN A DIFFICULT YEAR
Despite the problems in the financial market and the deep recession in the
Baltic States, the insurance profits were good. Car insurance is still clearly
the most important product and accounts for about 71 per cent of the
total premium volume. The share of motor third party liability insurance has
grown rapidly whereas the share of casco insurance has declined, which is
in keeping with the market trend.
The Company continued to develop its core insurance products in 2009.
Both the casco and property insurance products have been improved to
meet new customer needs and adapted to the lower purchasing power. In
2009, a successful adjustment of the cost level to the reduced premium
volume and a tougher economic and market situation was also carried out.
In November 2009, Gjensidige acquired Länsförsäkringar’s operations in
Latvia and Lithuania. This acquisition was in keeping with the Group’s
intentions of further growth in the Baltic market. The plan is to expand
the operations further under the Gjensidige brand. Länsförsäkringar got
established in the Baltic market in 2007 and had earned premiums of SEK
44 million in 2008 and SEK 76 million in 2009.

RESULTS
Earned premiums, net of reinsurance came to NOK 663.4 million in 2009,
an increase from NOK 592.4 million in the previous year. At the same time,
gross premiums written amounted to NOK 592.2 million, a reduction from
NOK 657.7 million in 2008. The acquisition of RESO Europa was included
as of 1 June 2008 and contributed somewhat to the growth in earned premiums in 2009. The latest acquisition - of Länsforsäkringar’s Lithuanian and
Latvian operations – will contribute to growth in the coming years. Earned
premiums in 2009, however, were primarily influenced by the decline of
24.1 per cent in the total market in 2009.
Claims incurred, net of reinsurance amounted to NOK 411.5 million in
2009, compared with NOK 371.3 million in 2008. The loss ratio ended up
at 62.0 in 2009, compared with 62.7 the previous year. So far, the effect
of the financial crisis has been a reduced number of claims and a price drop
in repair costs.

0

2007

2008

Underwriting result equals earned premiums, net of
reinsurance, less claims incurred etc., less premium discounts, net of reinsurance, less operating expenses

No large losses* were incurred in the Baltic operations in 2009 or 2008.
The result for 2009 is affected by run-off gain**, while it was run-off
losses in 2008.
The cost ratio was 31.9 for 2009, an increase of 0.9 percentage points
relative to the previous year. Nominal expenses increased by NOK 27.5
million in 2009 relative to 2008, equivalent to 15.0 per cent. The increase
in expenses was attributed to several factors, e.g. increased provisions
for losses on claims (unpaid premiums), the integration of RESO Europa,
which was acquired in 2008, and an increased value-added tax in Latvia
and Lithuania. Several cost-cutting measures were introduced in 2009,
including reductions on the order of magnitude of 15 per cent in manpower
expenses and 10-15 per cent in rental and office expenses.
The combined ratio for 2009 was 93.9 per cent, compared with 93.7 in
2008. The loss and cost ratios were still among the best in the sector in
the Baltics. The underwriting profit amounted to NOK 40.5 million in 2009,
compared with NOK 37.1 million the previous year.

::

EAsier for the customer

Purchase of insurance
on the Internet
In 2009, Gjensidige launched Internet sales for insurance
customers in Latvia through a separate portal, www.labapolise.lv.
The people of Latvia are already active users of Internet banking
and are also using the Internet now to buy insurance round the
clock in a practical way. Although most of the people who are
buying insurance over the Internet live in and around Riga, car
insurance is also being bought by customers out in peripheral
regions. In 2010, all sales campaigns will be focused on Internet
sales.

* 	Losses exceeding NOK ten million
** Run-off gain/loss = actuarial gains and losses from earlier periods
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Source: Insurance Supervisory Commission of the
Republic of Lithuania; Latvian Insurers Association;
Estonia Statistics; with manual corrections

OBJECTIVES AND STRATEGIES

One of Gjensidige’s objectives is to become one of the leading insurance
companies in the Baltics, with a market share of ten per cent. After the
acquisition of Länsforsäkringar’s operations in the Baltics, the total market
share is just below this target. In spite of the recession in the region, the
goal for 2010 is to further increase our market share through organic
growth.

The uncertainty about the future economic trend and the ongoing deep
recession in the Baltics are the most important risk factors with regard to
achieving the goals that have been set.

simplification for the costumer

Simplified
processing of claims
Whereas customers with comprehensive damage to their car
previously had to come to one of the Company’s offices in order
to have the damage inspected and only then could drive to a
workshop for a new rate, the customer can now go directly to
the workshop. The extent of the damage will be assessed and
details of the repair will be clarified. At the same time, the formal
aspects of the claim report will also be taken care of. Thus, the
customer does not need to contact Gjensidige’s claims department, but can deal with a single point-of-contact, the workshop,
which will also have a direct dialogue with the customer if the
repair should be delayed.
This new routine for processing comprehensive claims on cars
has resulted in shorter claims processing times, which in turn has
resulted in greater customer satisfaction.

governance

The goal in the coming years is to maintain a good profitability despite a
challenging economic situation in the Baltic States. This requires further
efficiency improvements, a further development of Internet sales as a distribution channel, reorganisation of the sales network and a strong focus on
costs. An important challenge in 2010 will be to balance the cost trend with
the reduced premium level and the challenging economic situation.

::

perspective

The Company wants to develop products that are adapted to the customers’ needs and distribute them to the customers in the most efficient way.
Emphasis will be given to the development of core products, the efficiency
of the sales channels and the development of loyalty programmes. The
claims handling process will also be improved.

OUTLOOK

results

It is expected that the economies of the Baltic States will decline further
in 2010 and then gradually begin to grow again in the following years.
As a result of the unpromising economic situation with deflation, high
unemployment, higher taxes and a further reduction in purchasing power,
the insurance market is expected to contract further in 2010. Despite this
outlook, Gjensidige is aiming for a better premium performance than that of
the market in general and thus an increased market share. Further consolidation of the Baltic insurance market is also expected in the coming years.
The Baltic markets are still in an early development phase, and given the
significant share of both the private and commercial markets that are still
uninsured, further solid growth is nonetheless expected in the future when
the general economic situation has improved again.
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Pension
and Savings
Gjensidige offers a broad range of pension, investment and savings products for both the
private and commercial markets. Among others, the products include occupational pension
insurance, individual pension savings, the management of paid-up policies and fund savings.
OPERATIONS
Gjensidige’s business area, Pension and savings, delivers products in the
following main categories:

Pensions
•	Individual pensions: Individual Pension Schemes (IPS), fund pensions
(management of the old Individual Pension Agreement (IPA) schemes),
Livrente Link (Annuity Link) and Fondskonto Link (Fund Account Link)
• Pension for self-employed persons
• Group occupational pensions: defined contribution schemes with associated risk coverage
• Management of paid-up policies and pension capital certificates
For the commercial products with investment choice, Gjensidige offers two
alternatives for management of a defined-contribution pension: combined
(a combination of actively managed fixed income and equity funds and
index funds) and active management (actively managed fixed income funds
and equity funds). For each of these alternatives, the customers can choose
between three different risk profiles: Trygg (low risk), Balansert (moderate
risk) and Offensiv (high risk) or compose the distribution of assets themselves in a self-determined risk profile. The risk profile is determined by the
relative percentages of unit trusts and fixed-incine funds. For the private
products, the profiles VekterSpar are offered, and these also have three
different risk profiles. All of the profiles have automatic downweighting as
retirement age draws near. The customer can also select individual funds
from our fund market.

Savings
•

•
•
•
•
•
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The Vekter Funds - combination funds (equity funds and fixed income
funds) adapted to the customer’s investment horizon, ability to save
and desired risk
Vekter Fund Trygg
Vekter Fund Balansert
Vekter Fund Offensiv
A number of funds from reputable managers (equity funds, bond funds,
fixed income funds and alternative investments)
Active management in fund solutions
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Further information about these pension and savings products may be
found on the Internet. Cf. www.gjensidige.no/sparing.
Gjensidige’s operations in the Pension and savings business are organised
with Gjensidige Pensjon og Sparing Holding AS serving as the holding
company for Gjensidige Pensjonsforsikring AS and Gjensidige Investerings
rådgivning ASA.

Key figurs
NOK million

2009

Gross premiums written
Earned premiums, net of reinsurance
Claims incurred etc.
Operating expenses
Underwriting result 1
Management income
Net financial income
Other income
Other expenses
Profit / (loss) before tax expense
Assets under management pension,
addition in the period
Assets under management savings,
addition in the period
Assets under management pension,
in the period
Assets under management savings,
in the period
Profit margin savings in per cent

2

2008

2007

2,077.3 1,562.6
116.3
58.1
(121.5)
(39.0)
(102.7) (104.9)
(107.9)
(85.7)
11.2
14.7
48.2
6.3
17.0
2.4
(76.3)
(70.8)
(107.8) (133.2)

496.4
27.9
(19.3)
(84.9)
(76.3)
9.4
5.7
4.2
(66.0)
(123.0)

2,329.8 1,443.4

544.0

874.6

193.0

425.2

4,370.3 2,040.5

597.0

1,680.6

806.0

613.0

0.90

2.07

1.54

Definitions:
1 	Underwriting result = earned premiums, net of reinsurance - claims incurred etc.
-operating expenses
2 Profit margin savings, in per cent = management income / average assets under
management savings

14.4 %

Assets under management
development

Profit margin savings

7000

2,5 %

NOK million

6000

this is gjensidige

Asset allocation portfolio
group policy

2,0

5000

12.3 %

42.1 %

4000

1,5

3000

1,0

2000

22.5 %
8.6 %

Asset allocation at the end of 2009

0

2007

2008

2009

Current bonds
Other financial
investments
Total assets under management at the end of the period.

Across-the-board sale to the Group’s insurance customers

Pensions and savings gained 18.298 new customers in 2009 and had a
total of 59.325 customers at year-end. A large percentage of these customers, 84.6 per cent, were also insurance customers.

REVIEW OF THE YEAR
Pensions

The pension profiles achieved an average return of 19.3 per cent in 2009,
which was 8.1 percentage points better than the index.
The book return on the paid-up policy portfolio was 5.97 per cent in 2009,
whereas the value-adjusted return was 7.08 per cent. This is regarded as an
adequate result. The average interest-rate guarantee for the paid-up policy
portfolio was 3.7 per cent.

2008

2009

Profit margin savings in per cent = less claims plus
management income for the period / average capital under
management for the period

portfolio and is a solid contribution to growth in the assets under management in 2010.

Savings
Gjensidige’s policy is that all of the savings products shall be as transparent and understandable as possible. This is also in harmony with the new
MiFID regulations that have been implemented in the whole organisation.
In addition, the Company has emphasized the importance of making the
advisors’ remuneration system neutral with regard to the products. In
2008, Gjensidige was granted a licence to also operate active management, which has enabled the Company to customise solutions for customers with special wishes even more than before. Capital under active
management was NOK 518.1 million at the end of 2009. The demand for
active management comes mainly from large, institutional customers. In
total, Gjensidige had NOK 6.050.9 million in assets under management
at the end of 2009. The assets under management increased by 113 per
cent in 2009.

RESULTS
Gross premiums written in the pension operations consist of savings
deposits in private group and individual pensions and premiums for risk
products related to group and individual pensions. Premium reserves
transferred from other companies are also included for transferred
contracts. Gross premiums written amounted to 2.077,3 million in 2009
compared with NOK 1,562.6 million in 2008, of which NOK 697.8 million and NOK 1.562,6 million respectively were transferred funds. The
growth in gross premiums written is attributed to higher premiums in
force related to group defined-contribution pensions, as well as sales of
“fund pensions” (former Individual Pension Agreement [IPA] schemes) and
transfers of paid-up policies.
Earned premiums, net of reinsurance, totalled NOK 116.3 million in 2009,
compared with NOK 58.1 million in 2008.

In 2009, an agreement was entered into concerning the acquisition of
Handelsbanken’s portfolio of defined-contribution pension schemes. The
transfer will occur in the first quarter of 2010. The transfer entails an acknowledgement of Gjensidige’s systems and solutions in the pension area.
Handelsbanken’s portfolio constitutes about 20 per cent of Gjensidige’s

The profit margin savings was 0.9 per cent in 2009, compared with 2.07
per cent in 2008. The drop was mainly attributed to lower underwriting
commissions and a general shift in demand toward savings products with
reduced risk and lower management costs.

results

In 2009, Gjensidige established itself as the decidedly largest player in the
transfer market for private pension schemes. Gjensidige’s market share
in the market for transferred assets, fund pensions, was 55.8 per cent as
per 3th quarter 2009. The Company was also among the leading players
in new subscriptions of group premiums in defined-contribution schemes.
Gjensidige was the fourth largest player in this market per 3rd quarter 2009
with a market share of 13.8 per cent.

governance

As described in greater detail above, Gjensidige offers two alternatives for
the management of defined-contribution pensions for its commercial customers: combined and active management. The average return for the three
risk profiles in combined management was 18.7 per cent in 2009, which
was 7.5 percentage points better than the reference index. Equivalent
figures for active management were 19.9 per cent, 8.7 percentage points
better than the index.

2007

perspective

Pension and savings products are distributed through the distribution channels to the business areas Private Norway and Commercial Norway, where
the investment and pension advisors respectively are working systematically
with across-the-board sales to existing customers. In addition, the products
are sold through partners, e.g. Sparebanken Sogn og Fjordane. Starting in
the first quarter of 2010, Gjensidige’s pension and savings products will
also be distributed by Handelsbanken.

0,0

operations

Bonds held to maturity
Equity funds
Money market

0,5

1000

The management income in the savings operations came to NOK 11.2
million in 2009, compared with NOK 14.7 million in 2008. The reduction
is mainly attributed to lower underwriting commissions resulting from a
change in the product demand.
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Customer Satisfaction PENSION

market share new policies
defined contribution pension

0

13.8 %

-1

22.0 %

-2
-3

8.4 %

23.8 %

-4
-5
-6

14.1 %

-7

17.9 %
Gjensidige
Nordea

Frende
Storebrand

SHB Liv
Other

Gjensidige
Nordea

Storebrand
Sparebank1

Vital
Other

Source: Finance Norway, 3rd quarter 2009

Claims incurred amounted to NOK 121.5 million in 2009 and NOK 39.0 million in 2008. in 2009 NOK 2.0 million for the first time has been allocated
to the risk equalisation fund.
Total operating expenses were NOK 179.0 million in 2009, NOK 102.7 million of which were insurance-related expenses.
There was a loss before tax expense of NOK 107.8 million in 2009,
compared with a loss of NOK 133.2 million in 2008. The positive trend was
mainly attributed to the growth in income, the positive return on the collective portfolio and implemented cost reductions. As operations are still in a
development phase, the result is in line with expectations.

Assets under management
Assets under management increased by NOK 3.204.4 million in 2009,
which was distributed between NOK 2.329,8 million in pension funds and
NOK 874,6 million in savings. The collective portfolio constituted NOK
1.514,6 million of the pension funds.
The growth in the pension funds was mainly attributed to the growth
in pension operations through the sale of “fund pensions” and paid-up
policies, as well as an increase in the premiums in force related to group
defined-contribution pensions. The increase in savings was attributed to
generally increasing sales and the success that the Company has enjoyed in
attracting more customers with substantial investment funds. At year-end,
the total assets amounted to NOK 6.050.9 million, of which NOK 4.370,3
million were in pension funds and NOK 1.680,6 million were in savings.
Pension funds under management are recognised in the Group’s balance
sheet, while investment funds under management in the savings operations
are not recognised on the balance sheet.

The collective portfolio
The collective portfolio amounted to NOK 1.514,6 million at the end of
2009. NOK 9.9 million were allocated to additional provisions for the
paid-up policies in 2009, equivalent to 50 per cent of the realised return in
addition to the guaranteed interest rate (an average of 3.7 per cent). The
additional provision totalled NOK 18.4 million at year-end, whereas the
securities adjustment reserve amounted to NOK 9.6 million. Realised profit
in addition to guaranteed interest and provisions for supplementary capital
are divided between the owner and the customers in the ratio of 20/80.
The owner’s portion of the profit-sharing in 2009 came to NOK 2.1 million.
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OBJECTIVES AND STRATEGIES
An increase in the range of products for existing general insurance customers is an important objective for the Group. The concentration on pensions
and savings shall help increase the range of the products and thereby
improve customer relations.
Pensions and savings should be profitable on its own. The objective is for
the business area to reach the break-even level in 2011. An important
success factor will be substantial growth in assets under management – the
objective is an annual doubling during the period up to and including 2010.
The Group’s customer base of slightly less than about one million customers
represents a unique opportunity to succeed with profitable growth through
cross-sales of products in pensions and savings. Further development of the
staff of advisors and cooperative distribution channels will be a key target
area in 2010 in order to ensure that the Group is successful with this.
In the commercial market, the focus in 2010 will be on the market for
conversion from defined-benefit schemes to defined-contribution schemes
and the transfer market for group defined-contribution schemes. We will
also focus on savings and investment for business and commerce.
In the private market, there will be a focus in 2010 on the transfer of pensions and savings funds to Gjensidige, the transfer of paid-up policies, new
subscription of individual disability pensions, securities funds, other savings
products and to new subscriptions of Individual Pension Schemes (IPS) and
Fondskonto Link (Fund Account Link).

OUTLOOK
An increased focus on pensions, partly as a result of the pension reform,
and increased pressure on traditional defined-benefit schemes as a result of
an increased focus on costs in business and commerce will allow for a larger
market for defined-contribution occupational pension schemes. However,
the market for the conversion from a defined-benefit pension to a definedcontribution pension appears to be limited somewhat in anticipation of
the pension reform that will be implemented on 1 January 2011 and the
new insurance legislation and changes in products that will accompany the
reform. It is expected that the market for a defined-contribution pension
will increase when uncertain factors related to the pension reform have
been clarified.

this is gjensidige

::

IN FOcUS

Customer-friendly
pension administration

THE BUSINESS

Payroll
System

GJENSIDIGE

File transfer
via FTP hotel

Payrollintegrator

Pension
System

Employee awareness

Monthly file transfer and reporting
With direct updating, the customer and Gjensidige reach agreement
on principles for the exchange of information between the parties.
Our direct updating solution is based on a standard report from the
pay system. The report is sent monthly to Gjensidige via a secure file
transfer mechanism. Gjensidige processes this information in our pay
integrator and then sends it on to the pension system.
The customer receives detailed monthly reports that compare data
that has been reported in with data in Gjensidige’s pension system,
including premiums and costs at the contract level and the member
level.

governance

It is important to Gjensidige that employees are aware of the pension
scheme so that it contributes to their perception of the Company as a
good employer. Employees have access to “My Page” on our Internet
portal. At this web site, the employee can easily make choices, see
how much has been paid in premiums, see how large the pension will
be, etc.

perspective

Report

A defined-contribution occupational pension has traditionally been
an administrative challenge for many enterprises. Gjensidige has
developed a robust IT solution that meets this challenge.

operations

Good solutions for the administration of the pension scheme for the enterprise and
employees give low costs.

Updating solution

Gjensidige has had good experience with implementing and running
pension schemes that have electronic reporting of information about
members. We have developed a flexible reporting solution that can
be integrated with most of the pay and personnel systems. This minimizes the risk of incorrect reporting and ensures correct calculations.

Market leader
Gjensidige’s solution for processing pay files is the best on the market
for the following reasons:
• The solution qualifies automatically for membership. Thus, the
customer does not have to assess whether employees shall or
shall not be included in the pension scheme.
• Each file is validated and any errors and events that may occur are
regularly reported to the customer.
• The pay integrator handles parallel and sequential employee matters within the Group.
• The pay integrator handles mergers, demergers and changes of
organisation number.
•	Invoice data that combines information from the pay system with
detailed information about premiums for each employee.

results

Our aim is for the updating to be efficient and take very little of the
customer’s time. In order to meet various needs, we have developed
an Internet-based solution, where it is easy to register and deregister
employees, change pay and employment percentage, etc. This gives
the enterprise a good oversight over the whole pension scheme.
In addition, we offer full pay integration. This gives automatic updating between the enterprise’s pay system and Gjensidige’s pension
system.

Integrating pension reporting into the enterprise’s existing pay
process greatly simplifies the administration of the pension scheme.
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online retail
Banking
Gjensidige Bank is a nationwide Internet bank aimed at the private and agricultural markets
in Norway. The bank offers traditional banking products adapted to electronic distribution. In
December 2009, Gjensidige Bank purchased Citibank’s Norwegian consumer loan business,
which makes Gjensidige Bank one of the major players in consumer finance in Norway.

OPERATIONS
Gjensidige Bank is a bank for customers in the private and agricultural
markets, which offers the following main products:
• Day-to-day banking services (user account, savings account and Visa card)
•	Loans with collateral (home loan and auto loan)
• Consumer finance (consumer loan, credit cards and account overdrafts)
Gjensidige Bank was launched in January 2007 and has its head office in
Førde, Norway and a branch office in Oslo. The bank has a long-term, strategic cooperation with Sparebanken Sogn og Fjordane, which provides both
technical banking and staff-related services. Gjensidige Bank ASA is a wholly
owned subsidiary of Gjensidige Bank Holding AS, which in turn is a wholly
owned subsidiary of Gjensidige Forsikring BA. Gjensidige Bank Boligkreditt
AS is a wholly owned subsidiary of Gjensidige Bank ASA.

Satisfied customers
The banking services provided are well received in the market, and customer
satisfaction surveys show that the customers who have transferred to Gjensidige Bank are satisfied with the banking services they have received.
(Source: Customer satisfaction survey, June 2009).

Distribution
The bank offers a self-service concept with attractive terms and simple
customer processes that give good customer experiences on the Internet.
Distribution occurs through the Group portal, gjensidige.no, through the
Group’s financial offices and through the rest of its distribution system. In
addition, the bank has a separate customer centre that offers the bank’s
products. Through association with the Group’s brand, customer base and
distribution system, the bank differentiates itself from other players in the
market. Until further notice, Gjensidige Bank will use the brand Citibank
under licence from Citigroup Inc. for consumer loans.
The bank has agreements with Tekna, the Confederation of Vocational
Unions (YS) and the Norwegian Society of Engineers and Technologists
(NITO) relating to the delivery of products to the organisations’ members. In
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addition, the bank offers services to agriculture, which have a strong relation to Gjensidige Forsikring. The bank’s products are also included in the
Group’s loyalty programme.

Key figures
NOK million

2009

2008

2007

323.3
(265.8)

392.9
(347.6)

75.8
(64.6)

57.5

45.4

11.3

16.5
(147.2)
(3.0)
(76.3)

11.2
(134.8)
(6.8)
(85.1)

6.1
(126.5)
(6.7)
(115.8)

4,864.2
419.1
11,575.6
6,550.4
8.6

3,330.0
4,430.3
6,711.4
6,131.4
133.0

3,381.4
1,701.1
3,381.4
1,701.1
50.3

Deposits to loan ratio at
the end of the period 1

56.6

91.4

50.3

Net interest income in per cent 2
Capital adequacy 3

0.63
17.8

0.74
18.7

0.71
20.8

Interest income and related income
Interest expenses and related expenses
Net interest income and
credit commission income
Net financial income
Operating expenses
Losses on loans / guarantees
Profit / (loss) before tax expense
Gross lending, addition in the period
Deposits, addition in the period
Gross lending at the end of the period
Deposits at the end of the period
Deposits to loan ratio in the period 1

Definitions:
1
2
3

Deposit-to-loan ratio = deposits as a percentage of gross lending
Net interest income in per cent = net interest income and credit commision income
/ average assets under management
Capital adequacy = Primary capital / basis of calculation for credit risk,
market risk and operational risk

quarterly development in the
number of of customers

NET INTEREST INCOME

NOK million

80.000 Number

0.8 %

60.000

0.6

40.000

0.4

20.000

0.2

11,575.6
6,550.4

0

Deposits and lendings at the end of 2009

2q 2009

3q 2009

4q 2009

Development in the number of registered customers.
Registered customers include customers who have registered to become a customer (started the “becomea-customer” process) within the past three months and
customers who are making active use of the bank

In marketing, the bank has mainly focused on communication with the
Group’s own customers through direct marketing in addition to advertising
on the Internet.

In 2009, Gjensidige Bank established the subsidiary Gjensidige Bank
Boligkreditt AS in order to be able to issue bonds with preferential rights
and make use of the swap arrangement with Norges Bank. The Company
participated in its first auction in September 2009.
In May 2009, the bank’s auto loan product was improved, e.g. the term
of the loan was extended to 10 years. Throughout the whole period, the
terms and conditions have been among Norway’s best, and in November
2009 the website DinSide.no called it Norway’s best auto loan. That same

2009

Net interest income in per cent = net interest income
and credit commission income / average assets under
management

month, the bank launched a new SMS notification service, where the
customer can receive messages about changes in his/her account. Among
other things, the customer can choose to be notified when pay is deposited
or when the balance falls below a pre-determined level. In September, the
bank launched a children’s account. This is an account with no fees that is
registered in the child’s name, and the customer manages the account until
the child turns 18.
In 2009, the Group established 18 new financial offices throughout the
country. During the autumn, the bank has trained about 70 advisors who
shall offer banking and a broad range of services through a total of 22
financial offices. Thus, the bank enters 2010 with considerably greater sales
power.

RESULTS
Net interest and credit commission income amounted to NOK 57.5 million in 2009, compared with NOK 45.4 million in 2008. The main reason
for the increase was increased volume and the acquisition of the loan
portfolio. The net interest income in relation to the average assets under
management was 0.63 per cent in 2009, compared with 0.74 per cent in
the previous year. The decline in the net interest originated in the fourth
quarter in connection with the purchase of Citibank’s Norwegian consumer
loan business.
Gjensidige Bank has had a steady increase in lending, and at the end of
2009 gross lending amounted to NOK 11,575.6 million. The loan portfolio
increased by NOK 4,864.2 million during the year, NOK 2,192 million of
which were added through organic growth. The lending mainly consists of
loans with adjustable interest rates. The bank only grants loans to private
and agricultural customers, primarily loans secured by mortgages. The
average loan commitment is just under NOK 1 million, excluding products
related to consumer finance. There is no single exposure over NOK 10
million.

results

The acquisition added in excess of 80 employees to a bank that previously
had 55 full-time equivalents (FTEs). Thus, it was natural to create a new
organisation with a common corporate culture. These efforts commenced
immediately. During the autumn of 2009, the two organisations were
surveyed with the aim of continuing with the best characteristics of each
of them. The bank will now be structured with two business areas within a
common organisation. The head office and Internet banking will continue
to be conducted in Førde, while consumer finance will mainly be conducted
in Oslo.

2008

governance

In October 2009, Gjensidige Bank entered into an agreement concerning the purchase of Citibank’s Norwegian consumer loan business. With
26,000 customers and a volume of loans worth NOK 2.7 billion, the unit is
one of the major players in this market in Norway. For Gjensidige Bank, this
acquisition is strategically important. The loan portfolio will become more
diversified with a higher expected profitability. The range of products will
become broader. The organisation will become larger and more effective,
and it will derive substantial economies of scale.

2007

perspective

REVIEW OF THE YEAR
At the end of 2009, the bank had 75,945 customers, which is a substantial increase over the first two years of operation. The customer growth
in 2009 amounted to 31,532 customers. The organic growth in 2009
was somewhat lower than targeted, but was surpassed by the strategic
acquisition of Citibank’s consumer financing business in Norway. Prior to
the strategic acquisition at year-end, 63.2 per cent of the bank’s customers
were also customers of Gjensidige Forsikring. Gjensidige’s greater concentration on financial offices has helped increase the bank’s sales power and
several banking products are included in Gjensidige Forsikring’s customer
programmes.

0.0

operations

Deposits
Lending

1q 2009
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DEPOSits and lending

The bank’s deposits increased by NOK 419.1 million in 2009 to NOK
6,550.4 million at year-end. The deposit-to-loan ratio at the end of 2009
was 56.6 per cent, which is considered satisfactory. At the end of 2008,
the deposit-to-loan ratio was 91.4 per cent. The decline in the depositto-loan ratio is explained by the general market trend together with the
acquisition of Citibank’s Norwegian business in consumer loans.
Net income from investments amounted to NOK 16.5 million in 2009 and
includes commissions, fees and fair value adjustments. In 2008, net income
from investments was NOK 11.2 million.
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The operating expenses amounted to NOK 147,2 million in 2009, compared
with NOK 134.8 million in 2008. The increase consisted mainly of higher
depreciation and other expenses.
In 2009, NOK 3.0 million in losses on loans, which consisted of an increase
in consolidated impairment losses on NOK 1.6 million, and confirmed losses
on NOK 1.4 million, were charged as an expense. At year end, individual
write-downs related to individual commitments accounted a total of NOK
0.8 million. Write-downs on groups of loans amounted to NOK 14.5 million
at the end of 2009. The bank’s total impairments amounted to 0.13 per
cent of gross lending at the end of 2009.

Net issues of debt securities amounted to NOK 4,366.7 million at the end
of 2009. This amount includes short-term certificate debt worth NOK
2,369.3 million and bonds with a maturity between one and five years
worth NOK 1,997.5 million. At the end of 2008, net securities issued
amounted to NOK 549.9 million. The increase in issues of debt securities is
attributed to a combination of the increase in lending in 2009 being greater
than the growth in deposits and the acquisition of Citibank’s consumer
financing business. During the autumn, the bank participated in the Norwegian government’s swap arrangement, which has injected NOK 513.1
million in liquid treasury bills.

The loss before tax expense was NOK 76.3 million in 2009, compared with
a loss of NOK 85.1 million in 2008. This improvement was attributed to
increased income and lower losses on loans. The bank is still in a start-up
phase, and the performance is in keeping with expectations.

At the end of 2009, Gjensidige Bank ASA had net liquid assets worth about
NOK 1,992.9 million divided between about NOK 413.9 million in bank
deposits and about NOK 1,579.0 million in bonds, certificates and money
market funds.

Capital adequacy

OBJECTIVES AND STRATEGIES

The capital adequacy was 17.8 per cent at the end of 2009, compared with
18.7 per cent at the end of the previous year. In 2009, the bank received
an infusion of NOK 508.5 million in equity and group contributions from
the parent company. The need for capital injections came as a direct result
of the increase in lending, the acquisition of Citibank’s portfolio for consumer finance in Norway and losses.

The bank shall help strengthen relationships with existing insurance customers in the private and agricultural segment and attract new customer
groups to the Group. In addition, the concentration on banking shall protect the Group’s market shares against competition from bank insurance.

The bank’s objective is to have a core capital adequacy of at least 12 per cent.
  Remaining maturity as at 31.12.2009
MNOK
Certificate debt
Bonds

40

Debt securities issued – liquidity

< 12 months

1-3 years

3-5 years

TOTAL

2,369.3

0

0

2,369.3

0

1,698.1

299.4

1,997.5

gjensidige annual report 2009

The bank should be profitable on its own. The objective is for the bank to
reach the break-even level in 2010. It is expected that the consumer loan
business will significantly help improve the bank’s profitability in the coming
years.

this is gjensidige

operations

OUTLOOK

The acquisition of Citibank’s Norwegian consumer finance business will
strengthen the bank’s position in the market. The acquisition is expected
to yield positive synergies related to cross sales, product development and
cost savings.

::

News

Simpler with BankID
In 2009, Gjensidige Bank devoted considerable resources to
making ready for BankID and electronic signatures. Both of these
functions will greatly simplify customers’ transactions when they
are put into use this year. It will be easier to become a customer
in the bank, but it will also become easier for customers to leave
the bank. As a young bank in a growth phase, we do not find
that loss of customers is a significant problem, but it is completly
clear that as a result of BankID we too will have to provide even
better services, and this will benefit the customer.

Gjensidige Bank’s customers may order BankID through Internet
banking. Customers who already have BankID from another
bank may also use it in our Internet banking.

gjensidige annual report 2009

results

BankID also functions as an electronic signature. This year,
Gjensidige Bank will put electronic signatures into use for the
issuance of loans. That means that the customers may apply
for and be granted a loan without signing any papers. For the
customers, this will entail immediate benefits in the form of
less inconvenience and shorter waits. It will also reduce paper
consumption and the need for sending mail.

governance

BankID is an electronic ID that is used by a number of banks as
well as government agencies. BankID replaces physical IDs, e.g.
passports. At present, new customers must come to the post
office and show their identification before they can become
customers at Gjensidige Bank. This requirement will no longer
be necessary for customers who have BankID. The requirement
of personal attendance is one of the greatest barriers to the
transfer of banking customer relations.

perspective

Since the start-up of the bank in January 2007, an efficient organisation
has been developed and all of the bank’s key functions are in place. The
bank will give priority to improving the efficiency of and further developing service models for the sale of banking services through the distribution
system of Gjensidige Forsikring. Gjensidige has established 22 financial offices throughout the country that offer a broad range of financial services,
including banking services. This effort has greatly increased the bank’s sales
power.
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Health care
services
Under the brand name Hjelp24, Gjensidige is the largest and leading enterprise in the private
health services market in Norway. Health-care personnel are available to the customers round
the clock every day of the year.
OPERATIONS

Distribution

The operations cover the whole treatment chain – from prevention and
risk assessment to rehabilitation and vocational reintegration, and they are
organised in four service areas:

Hjelp24 is Norway’s largest and only nationwide provider of HSE and corporate health services (CHS) with about 40 offices. As a nationwide chain,
Hjelp24 has a special opportunity to serve large, nationwide customers.

Corporate health services

REVIEW OF THE YEAR

Hjelp24 HMS is Norway’s undisputed largest consulting organisation in the
field of HSE (health, safety and environment) with 360 consultants. The
business is the only nationwide provider of these services and has a market
share of about 20 per cent. Hjelp24 HMS has about 4,700 corporate
customers with a total of about 230,000 employees.

The financial crisis has had negative effects on the demand for Hjelp24’s
services in 2009. This has particularly hurt corporate health services.
However, there were signs that the demand for corporate health services
was picking up again in the second half of 2009. In order to adapt the operations to a lower level of income, efforts were made throughout the year
to reduce costs, including workforce reductions. About 75 per cent of the
costs in the area of health are manpower-related. Altogether, the workforce
was reduced by 16 full-time equivalents (FTEs) in 2009.

Private hospitals and specialist services
Hjelp24 NIMI is a specialist and competence centre in the field of muscular
and skeletal injuries and operates a specialist centre with its own hospital in
Oslo. In the Ringerike district, the business also offers a unique programme
for people who are seriously overweight.

Personal security alarm services
Hjelp24 Respons is Norway’s largest provider of personal security alarm
services and operates a round-the-clock alarm centre with many important
services, such as a casualty clinic referral service for ten or so municipalities,
a health visitor phone and referral to and follow-up of health services for
Gjensidige’s Norwegian insurance activities (Helpline).

Working environment
Hjelp 24 Sensus provides working environment surveys and consultancy
services related to the development and improvement of the working
environment in businesses.
The health services are provided to private customers, businesses and the
public sector. Over 90 per cent of Hjelp24’s total services are provided to
the corporate market, including public hospitals. The last 10 per cent of the
turnover is to private customers, primarily in the Oslo area, in the fields of
training, lifestyle and treatment through Hjelp24 NIMI’s centres at Ullevål
Stadium and at Ekeberg.
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In 2009, new CHS departments were established in Haugesund and Kristiansund. In addition, the NIMI private hospital was upgraded further and
can report a solid growth in its activities of about 50 per cent compared
with the previous year.

Key figures
NOK million
Operating income
Operating expenses
EBITA 1
Amortisation of excess value
– intangible assets
EBITA-margin in per cent 2

2009

2008

2007

509.1
(476.5)
32.7

503.9
(462.9)
41.0

335.5
(309.1)
26.4

(6.7)

(12.8)

6.4 %

8.1 %

Definitions:
1
2

EBITA = Earnings before interest, taxes and amortisation
EBITA-margin in per cent = EBITA / operating income

7.9 %

1.9 %
23.0 %

OPERATIng INCOME

ebita margin

600 NOK million

9 %

this is gjensidige

healt care SERVICES

500
400

55.7 %

6

300
200

19.4 %

3

100
0

2007

2008

2009

RESULTS

OBJECTIVES AND STRATEGIES

news

One contact
Hjelp24 NIMI Ullevål has improved its routines for the reception
of inquiries from the insurance companies.
All contact with the insurance companies as customers will now
be handled by one person at one telephone number. Considerable effort has been put into improving accessibility, communication and the training of therapists and doctors in the ways in
which interaction with insurance customers should function.
Key factors include having a telephone handy at all times and
giving good, quick notice to the individual company when the
patient has had an appointment for consultation or treatment.
In addition, a referral should always first be sent to the relevant
company if the patient is referred elsewhere. The patient shall
not receive more treatment than agreed in the relevant insurance scheme.
Measures have also been taken to improve the interaction with
the companies, e.g. by having Hjelp24 NIMI help determine the
most important factor for the individual company. Arrangements
have been made for cooperative meetings with all of the companies with which Hjelp NIMI has an agreement, and regularly
updated information will be distributed by e-mail to all users of
the company’s services. The response from the companies has
been positive. They find that the service and feedback have been
good and feel that they are taken good care of as customers.

results

Hjelp24 is a growth company, and the company is working to achieve
further growth in income in 2010 and the years thereafter. The growth will
occur through a combination of organic growth and acquisition. Target areas
will include the offshore sector, development of general health services in
the major cities and further development of the HSE area in regions where
Hjelp24 currently has a very small market share. In addition, the patient
throughput is to be increased through the Hjelp24 NIMI system by channelling customers from the HSE portfolio (230,000 customer employees) and
Gjensidige customers (treatment insurance) respectively to NIMI. Increased
and improved interaction between the Norwegian insurance activities and
Hjelp24 is also very important in order to achieve key objectives.

::

A financial target has been specified for the business area of an annual
EBITA margin of between six and eight per cent.

OUTLOOK
In recent years, the health area has gone through a concentrated consolidation phase with great interest shown by private investors. There is always a
risk of increased competition between the major players.

governance

EBITA for 2009 came to NOK 32.7 million, compared with NOK 41.0 million
in 2008. This gave an EBITA margin of 6.4 per cent for 2009 compared with
8.1 per cent for 2008. The decrease in the margin was mainly attributed to
a combination of substantially lower activity in corporate health services as a
result of reduced demand, and a higher cost level.

2009

perspective

The operating expenses were NOK 476.5 million in 2009 compared with
NOK 462.9 million in 2008. The increase was attributed to a combination
of expenses related to the establishment of new corporate health service
locations in Haugesund and Kristiansund, expenses in connection with the
renovation of the NIMI hospital and the effect of the wage settlement.
Workforce reductions were implemented in 2009, which will give a lower
cost base in 2010.

2008

EBITA-margin is the earnings before interest, taxes and
amortisation diveded by operating income

Based on operating income 2009

Health care services had operating income of NOK 509.1 million in 2009
compared with NOK 503.9 million in 2008. The operating income for 2009
was affected by the turbulence in the financial markets, and this was especially true of corporate health services.

2007

operations

Corporate health care services
Personal security alarm services
Private hospital and specialist services
Working environment surveys

0

Starting in January 1st 2010, new and enhanced trade regulations came
into effect that will increase the market area for corporate health services
required by law. The enhanced trade regulations will put Hjelp24 in a unique
market position for further growth. Efforts are actively focused on the sectors that must now comply with the new regulations.

gjensidige annual report 2009

43

asset
management
Gjensidige’s investment portfolio consists of investments in a number of asset classes,
including bonds and money market instruments, property, shares, private equity and hedge
funds. The investments are made both in Norway and internationally. At the end of 2009,
the investment portfolio amounted to NOK 50,669.1 million.

STRATEGIC AND TACTICAL ALLOCATION
Investments are made primarily to cover the actuarial provisions, but the
Group is in a capital situation that allows it to invest on the basis of the
maximum return given the Group’s risk tolerance for its equity.
The strategic allocation makes provisions for a well-diversified portfolio to
achieve the best risk-adjusted return over time. Once a year, the Board of
Directors sets the upper and lower limits for each asset class, and the limits
for interest rate, liquidity and foreign currency risk. The Group’s credit risk
associated with investment portfolios and liquidity portfolios is managed
through the specification of limits by the credit committee on the basis of
the Group’s credit policy. The asset allocation and individual investments
must be kept within these limits at all times. In addition the Board of directors sets a minimum requirement for return, which should be reached with
a certain probability.
The actual asset allocation will vary within the given degrees of freedom
throughout the year so as to exploit the market opportunities and active
management of the various asset classes. The implementation is based on
extensive use of external managers as well as some internal management
for Nordic equities and tactical allocation. Real estate investment in Norway
is made through the wholly-owned property management company, Oslo
Areal.

THE INVESTMENT PORTFOLIO
The Group’s investment portfolio amounted to NOK 50,669.1 million at the
end of 2009 compared with NOK 47,771.8 million at the end of 2008. The
investment portfolio includes all investment funds in the Group with the
exception of Gjensidige Bank (GB) and Gjensidige Pensjon og Sparing (GPS).
The largest individual exposures in the equity portfolio were the shareholding in Storebrand and the equity certificate holdings in SpareBank 1
SR-Bank. Office properties in Oslo also represents a considerable exposure
in addition to the exposure in government bonds.
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Key figures
NOK million

2009

2008

Result
Equities
Money market
Current bonds
Bonds held to maturity
Loans and receivables
Property
Hedgefund and other financial investments
Other financial investments 1
Management costs
Financial profit / (loss) on the investment portfolio

308.6
357.4
1,323.0
801.7
14.8
5.8
83.6
(100.9)
(70.8)
2,723.2

(1,458.7)
880.1
(229.7)
516.6

balance sheet
Equities
Money market
Current bonds
Bonds held to maturity
Loans and receivables
Property
Hedgefund and other financial investments
Other financial items 1
Financial profit / (loss) on the investment portfolio

5,608.5
10,121.8
11,194.1
15,178.4
1,364.7
6,030.5
1,244.8
(73.7)
50,669.1

3,801.9
11,324.3
11,550.9
13,710.3

350.3
(85.8)
(207.3)
(43.5)
(277.9)

6,324.4
1,243.0
(183.0)
47,771.8

Definitions:
1

The item primarily consists of the discounting effects of insurance obligations in
Denmark, mismatches between interest rate and inflation adjustments on the
liability side in Denmark versus interest rate and inflation hedging, amortisation of
the insurance portfolio and currency hedging of Gjensidige Sverige and Gjensidige
Baltic. Carrying amount corresponds to the market value of interest rate and
inflation swaps in Denmark.

Asset allocation at the end of the year
11.9 %

12 %

2.5 % 11.1 %

100 %

2.7 %

10

dEVELOPMENT IN Asset allocation

80

19.9 %

8

60
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Return by asset classes

6

40

4
2

20

29.9 %
22.1 %

0

Bonds held to maturity
Loans and receivables
Property
Hedgefund and other

Return by asset classes 2009

Bonds held to maturity
Loans and receivables
Property
Hedgefund and other
Gjensidige’s investment portfolio
split in the various asset classes at the end of 2009
Equities
Money market
Current bonds

2006

Equities
Money market
Current bonds

2007

2008

2009

Bonds held to maturity
Loans and receivables
Property
Hedgefund and other

Development in asset allocation at the end of the period

Equities and investments in associated companies

The fixed-income portfolio amounted to NOK 37,859.0 million at the end
of 2009 compared with NOK 36,585.5 million at the end of 2008. The
fixed-income portfolio consists of the four subsets of the portfolio: money
market instruments (26.7 per cent), short-term bonds (29.6 per cent),
bonds held to maturity (40.1 per cent) and loans and receivables (3.6 percent). In the short-term bond portfolio, convertible bonds amount to NOK
447,9 million and Danish mortgage bonds amount to NOK 4.785,2 million.
Beyond this, international bond funds (investment grade and high yield)
account for the main part of the fixed-income portfolio.

At the end of 2009, the exposure to equity was NOK 5,608.5 million and
consisted of shares in Storebrand, equity certificates in SpareBank 1 SRBank (cf. the discussion of these two investments in the separate section
below), short-term investments and fund investments in private equity. At
the end of 2008, the equity portfolio amounted to NOK 3,801.9 million.

The counterparty risk in the fixed-income portfolio breaks down into 14.5
per cent central government and other public sector, 65.6 per cent banks
and financial institutions and 19.9 per cent industrial concerns. Lists of the
ten largest issuers as per 31 December 2009 and 31 December 2008 are
included in note 3, tables 23 and 24.

The bonds held to maturity as a percentage of the total investment port
folios was 29.9 per cent at the end of 2009, compared with 28.7 per cent
at the end of 2008.
An overview of the maturity structure of the fixed-income portfolio is
presented in note 3, table 14.

The real estate investments amounted to NOK 6,030.5 million at the
end of 2009 compared with NOK 6,324.4 million at the end of 2008.
The decrease was attributed to the sale of certain minor properties and
impairment. The investments are concentrated in office properties in Oslo,
but also include shopping centres and office properties in other Norwegian
cities as well as an office building in Copenhagen, Denmark. In addition, a
small portion of the portfolio is invested in international real estate funds.

Lists of the ten largest exposures to equity as per 31 December 2009 and
31 December 2008 are included in note 3, tables 10 and 11. A list of the
five largest private equity funds is included in note 3, table 13.

Hedge funds
The exposure to hedge funds amounted to NOK 532.5 million as per
31 December 2009 compared with NOK 1,142.7 million the previous year.
The reduction in these investments was attributed to sell-off.
Lists of the five largest hedge fund exposures as per 31 December 2009
and 31 December 2008 are included in note 3, tables 18a and 18b.

results

The real estate portfolio

Private equity fund investments were recognised at the best estimate of fair
value. The basis for valuation is the European Venture Capital Association’s
(EVCA) Valuation Principles. To compensate for late reporting, corrections
are made for known events such as payments and disbursements, known
changes in value such as the observed stock market price, and any other
known events. At the end of 2009, the investments in private equity
amounted to NOK 817.7 million compared with NOK 884.6 million at the
end of 2008. The decrease in exposure to private equity was attributed to
impairment.

governance

A breakdown by credit rating gives 74.8 per cent classified as so-called investment grade and 4.0 per cent classified as high yield, while the remaining
21.1 per cent does not have any official credit rating. In the latter category,
38.2 per cent were issued by Norwegian savings banks, while the remaining
were issued by power producers and distributors, property companies or
government-guaranteed companies. Overview of the breakdown of the
fixed-income portfolio by rating category is presented in note 3, tables 21.

The Group’s investments in associated companies amounted to NOK
3,783.3 million at the end of 2009 and mainly consisted of the investments
in Storebrand and SpareBank 1 SR-Bank, recognised at NOK 2,903.5 million
and NOK 877.4 million respectively. Investments in associated companies
are recognised in accordance with the equity method.

perspective

The fixed-income portfolio

operations

Equities
Money market
Current bonds

0

THE FINANCIAL RETURN FOR
THE INVESTMENT PORTFOLIO
The financial earnings for the investment portfolio came to NOK 2,723.2
million in 2009 compared with a loss of NOK 277.9 million in 2008. The
financial return was 5.5 per cent compared with a negative financial return
of 0.6 per cent in 2008.

The exposure to the five biggest real estate investments as per 31 December 2009 and 31 December 2008 is included in note 3, table 17.
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The fixed-income portfolio
A reduction in credit spreads has yielded a good return on the fixed-income
portfolio in 2009 of 6.6 per cent. As a result of lower short-term interest
rates and reduced credit spreads, the portfolio will have a lower current
return in 2010.
During 2009, the fixed-income portfolio has not been exposed to losses
resulting from bankruptcies of our debtors. The international part of the
investment portfolio is almost fully hedged.

The real estate portfolio
The real estate portfolio gave positive earnings of NOK 5.8 million in 2009
compared with NOK 350.3 million in 2008.

A profit of NOK 263.3 million from associated companies was recognised in 2009, NOK 252.1 million of which came from the investment in
Storebrand. The investment in SpareBank 1 SR-Bank first took effect on 17
November 2009. This investment was recognised as an associated company
as a result of Gjensidige’s substantial stake. Gjensidige Forsikring is also
represented on the bank’s Board of Directors. A profit of NOK 11.0 million
was recognised from the investment in 2009. The private equity portfolio
suffered a loss of NOK 26.5 million in 2009.
The loss for 2008 was mainly characterised by write-downs on the investment in Storebrand, which to a certain extent were counteracted by profits
from the sale of Gjensidige’s stake in Lindorff.
Effect on equity of possible scenarios:

The current income in the real estate portfolio amounted to NOK 401,2 million in 2009. The average required rate of return in the valuation of the real
estate portfolio was 6.75 per cent as per 31 December 2009, unchanged
throughout the year. The value of the portfolio is alltogehter reduced by
NOK 213.6 million, mainly due to a downward adjustment of the market
rent of 2.5 per cent in 2009.
The earnings for the real estate portfolio in 2008 include a profit of NOK
724.4 million from the sale of Gjensidige’s head office at Sollerud.

NOK million
Equity portfolio: 10 per cent fall in equity prices1
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(182.5)

(86.9)

Interest portfolio: 100 bp parallel shift up

(347.2)

(295.7)

Real estate portfolio: 10 per cent fall i market rent

(409.7)

(426.0)

Real estate portfolio: 25 bp increase in yield

(210.2)

(214.0)

2

1

Storebrand and SpareBank1 SR-Bank are reported as associated companies.
Since a ten per cent drop in the share price will not result in impairment in the

Equities and investments in associated companies
All in all, the investment in equity and associated companies yielded a profit
of NOK 308.6 million in 2009 compared with a loss of NOK 1,458.7 million
in 2008.

31.12.2009 31.12.2008

balance sheet, the items have been excluded from the sensitivity calculation
2

Does not include the fixed-asset portfolio or the effect of the swap agreements
in Gjensidiges Arbejdsskadeforsikring (they have a reciprocal effect on liabilities).
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::

in FOcUS

operations

THE CAPITAL MARKETS IN 2009

The improved economic outlook also had a strong positive effect on
the stock markets, with an increase of over 100 per cent in certain
markets in the period from the beginning of March 2009 to year-end.
A special characteristic of the improvement in the capital markets this

As far as Norway is concerned, much of the development is determined by the trend in the prices of oil and other raw materials. In
2009, the oil price increased by nearly 100 per cent from its lowest
level after the price drop in 2008. In addition, the prices of a number
of important metals also stabilised and increased. Together with significant monetary and financial policy stimuli, this helped ensure that
the downturn in the real economy in Norway was much less severe
than in many other countries so that the capital markets picked up
considerably again during the year.
At the start of 2010, the economic indicators point in the direction
of reasonably good international economic growth, but with a substantial gap between developed and developing countries. The latter
will have the highest growth. This growth will be driven by the major
stimulative measures that have been implemented by the authorities. The challenge for the authorities at the start of 2010 will be to
adapt the use of policy instruments so that the total demand will not
overheat and become inflationary. The public sector in a number of
countries will develop substantial budget deficits and debt, which will
pose a future challenge to economic policy. The way things stood at
the end of 2009, the trend in the capital markets ought to support
an adequate return and slightly increasing interest rates in 2010.
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results

The rapid expansion of credit in the years up to 2007 resulted in
considerable fear of a rapid increase in the number of bankruptcies when growth began to fall off in 2008. This was expressed in
historically high financing costs for business and industry, which were
indicated by the difference between government rates and interest
rates for business loans. For business enterprises without a rating,
the difference rose to over 20 percentage points, which indicated
expectations that there would be a substantial number of bankruptcies and that not many assets would remain after a bankruptcy.
From the first quarter of 2009 till year-end, the difference in interest
rates shrank rapidly by about 12 percentage points, which yielded a
considerable return on fixed-income portfolios with a high degree of
credit exposure.

time as compared with earlier periods of recovery from a recession in
the real economy is that markets associated with economies that are
characterised as developing have come through this recession much
better than the developed countries’ markets. This is because the
conditions for future growth and earnings appear to be more promising in these markets than in those of the developed countries. Lower
cost levels, less credit exposure and better demographics are the main
reasons for this outlook.
governance

Economic policy was revised in a highly expansive direction in almost
all countries during 2008 and on into 2009. This was achieved
through substantial cuts in interest rates, increased liquidity, capital
injections and a policy to stimulate demand by means of government budgets. Prior to this, economic growth had come to a halt in
many countries, and business and industry initiated strong measures
to scale down production as a result of the decline in demand. The
capital markets, which often anticipate the trend in the real economy,
dropped rapidly, and the financing costs for business and industry
rose considerably. During the first quarter of 2009, the value of the
markets bottomed out as the players gradually began to see that
the historically strong economic policy measures would have positive
effects.

perspective

After the “dramatic” year for the capital markets in 2008, 2009 turned out to be the
year when the capital markets revived, and there was more optimism with regard to
future economic growth.
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ADDitional information
KEY FIGURES
GJENSIDIGE INSURANCE GROUP
Return on financial assets 1
Equity
Return on equity 2
Capital adequacy ratio 3 (restated for 2008)
Solvency margin Gjensidige Forsikring 4 (restated for 2008)

%
NOK million
%
%
%

EQUITY CERTIFICATES
Equity certificates, at the end of the period 5
Earnings per equity certificate in the period 6 (restated for 2008)
Ownership fraction 7

Number
NOK
%

GENERAL INSURANCE
Market shares non-marine insurance Norway (FNO)
Gross premium written
Private
Commercial
Total Norway
Nordic
Baltic
Eliminations
Total
Premiums, net of reinsurance 8
Earned premiums, net of reinsurance
Private
Commercial
Total Norway
Nordic
Baltic
Total
Loss ratio, net of reinsurance 9
Private
Commercial
Total Norway
Nordic
Baltic
Total
Cost ratio, net of reinsurance 10
Private
Commercial
Total Norway
Nordic
Baltic
Total
Combined ratio 11
Private
Commercial
Total Norway
Nordic
Baltic
Total
Equity
Nordic
Baltic
Return on equity 2
Nordic
Baltic
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2009

2008

2007

5.5
21,968.2
15.2
18.9
713.8

(0.6)
19,585.9
1.5
20.7
642.2

6.3
20,302.5
15.4
26.1
561.3

100,000,000
5.76
25.0

77,200,000
0.63
25.0

77,200,000
6.20
25.0

28.4

30.1

31.0

NOK million
NOK million
NOK million
NOK million
NOK million
NOK million
NOK million
%

8,035.3
5,003.8
13,039.1
2,657.3
592.2
(90.2)
16,198.3
97.5

8,010.6
5,120.0
13,130.6
2,155.5
657.7
(77.8)
15,866.0
98.0

7,910.6
5,464.7
13,375.3
1,810.4
432.6
(388.2)
15,230.0
98.4

NOK million
NOK million
NOK million
NOK million
NOK million
NOK million

7,856.2
4,737.3
12,593.5
2,403.5
663.4
15,660.4

7,911.4
4,909.7
12,821.1
2,068.4
592.4
15,481.9

7,729.8
5,072.7
12,802.5
1,685.3
360.2
14,848.0

%
%
%
%
%
%

76.5
80.6
78.0
76.3
62.0
77.1

73.3
85.9
78.1
77.6
62.7
77.4

74.5
85.4
78.8
81.7
64.2
78.8

%
%
%
%
%
%

16.5
12.9
17.0
17.4
31.9
17.7

16.9
12.8
16.4
17.0
31.0
17.0

17.8
12.8
15.8
21.4
31.6
17.5

%
%
%
%
%
%

93.0
93.6
95.0
93.6
93.9
94.8

90.2
98.8
94.5
94.5
93.7
94.4

92.3
98.2
94.6
103.1
95.8
96.3

3,356.2
347.9

3,763.0
445.6

2,762.7
97.2

6.2
(5.4)

1.6
11.7

5.0
24.0

%

NOK million
NOK million
%
%
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KEY FIGURES

2009

2008

2007

1,443.4
193.0
2,040.5
620.1

544.0
425.2
597.0

Assets under management at the end of the period
Profit margin savings in per cent 12
Recognised return on paid-up policies portfolio, in per cent 13
Value adjusted return on paid-up policies portfolio, in per cent 14
Number of customers (pension), addition in the period
Number of customers (savings), addition in the period
Number of customers (pension), at the end of the period
Number of customers (savings), at the end of the period
Customers (pension) with insur. agreem. at the end of the per.
Customers (savings) with insur. agreem. at the end of the per.
Equity at the end of the period 15
Return on equity 2

NOK million
%
%
%
Number
Number
Number
Number
Number
Number
NOK million
%

1,680.6
0.90
5.97
7.08
17,988
310
51,655
7,670
43,907
6,282
453.8
(25.5)

806.0
2.07
(3.20)
(3.20)
17,462
1,240
33,667
7,360
28,617
6,028
390.2
(38.6)

613.0
1.54

9,833
3,184
16,205
6,120
13,126
5,080
299.0
(45.9)

Online retail Banking
Gross lending, addition in the period
Deposits, addition in the period
Gross lending, at the end of the period
Deposits, at the end of the period
Deposits-to-loan ratio in the period 16
Deposits-to-loan ratio at the end of the period 16
Net interest income in per cent 17
Number of registered customers, addition in the period 18
Number of registered customers, at the end of the period 18
Customers with insurance agreements, at the end of the period
Equity at the end of the period 15
Return on equity 2
Capital adequacy ratio 19

NOK million
NOK million
NOK million
NOK million
%
%
%
Number
Number
Number
NOK million
%
%

4,864.2
419.1
11,575.6
6,550.4
8.6
56.6
0.63
31,532
75,945
36,000
1,212.3
(7.7)
17.8

3,330.0
4,430.3
6,711.4
6,131.4
133.0
91.4
0.74
22,169
44,413
23,438
758.3
(12.5)
18.7

3,381.4
1,701.1
3,381.4
1,701.1
50.3
50.3
0.71
22,244
22,244
11,516
602.0
(38.5)
20.8

HEALTH CARE SERVICES
EBITA 20
EBITA-margin in per cent 21
Equity by the end of the period
Return on equity 2

NOK million
%
NOK million
%

32.7
6.4
116.9
23.4

41.0
8.1
96.0
29.1

26.4
7.9
78.8
51.5

Return on finanical assets = Net financial income in per cent of average financial assets including property, excluding Gjensidige Bank and Gjensidige Pensjon og Sparing.
Return on equity = Profit before tax for the period / average adjusted equity for the period.
3
Capital adequacy ratio = Net subordinated capital / risk-weighted calculation basis, calculated on the basis of NGAAP for the Group.
4
The solvency margin is calculated at the company level and in accordance with the rules of the Financial Supervisory Authority of Norway.				
5
The equity certificate capital was issued in December 2007.
6
The equity certificates’ share of the profit or loss for the period / average number of outstanding equity certificates in the period
7
Owner fraction = class I capital / (class I capital + class II capital). Calculated on the basis of the most recent audited company accounts approved by the General Meeting
8
Premiums, net of reinsurance = earned premiums, net of reinsurance / gross premiums written (total general insurance operations)
9
	Loss ratio, net of reinsurance = claims incurred, net of reinsurance / earned premiums, net of reinsurance
10
Cost ratio, net of reinsurance = insurance-related operating expenses / earned premiums, net of reinsurance.
11
Combined ratio = loss ratio, net of reinsurance + cost ratio, net of reinsurance
12
Profit margin savings, in per cent = management income for the period / average assets under management for the period
13
Recognised return on paid-up policies portfolio = realised return on the portfolio
14
Value adjusted return on paid-up policies portfolio = total return on the portfolio
15
Includes proposed Group contribution.
16
Deposit-to-loan ratio = deposits as a per centage of gross lending.
17
Net interest income in per cent = Net interest income and credit commission income / average assets under management
18
Registered customers include customers who have signed up to be customers during the last three months (started the “become a customer” process)
and customers that actively use the bank. Method of measurement is changed from 1 January 2009. Prior to this, customer records older than six months was extracted
19
Capital adequacy = primary capital / calculation basis for credit risk, market risk and operational risk
20
EBITA = Earnings before interest, taxes and amortisation
21
EBITA margin in per cent = EBITA / operating income
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2,329.8
874.6
4,370.3
1,514.6

perspective

NOK million
NOK million
NOK million
NOK million

operations

PENSiON and SavINGs
Assets under management pension, addition in the period
Assets under management savings, addition in the period
Assets under management pension at the end of the period
of which the group policy

1
2

results
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The people behind
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the figures

perspective

Nearly one million Norwegians have insured their
home, car or company with Gjensidige. About
75,000 are customers of Gjensidige Bank, which
offers Internet banking, home loans and consumer
loans. Gjensidige Pensjon og Sparing manages occupational pension schemes for 75,000 employees
in 11,000 companies. In Denmark, Sweden and
the Baltics, several hundred thousand companies,
private individuals and government agencies have
chosen Gjensidige as their insurance company.

operations

In Gjensidige, over 4,000
people put in 3,672 FTEs
in order to make the customers’ lives safer and easier in
2009.

All Norwegian general insurance customers
are co-owners of Gjensidige. We are a mutual
company. That means that, in the last resort, it
is the customers who decide how the Company
shall be run. Since 2007, the customers have
also been entitled to dividends.

results

In 2009, a process was launched to further
increase the customers’ satisfaction with
Gjensidige. Customer orientation shall pervade
everything we do, from product development to
claims settlement. A separate programme has
been established to identify and implement large
and small measures to make Gjensidige one of
Norway’s most customer-oriented companies
regardless of the business sector. This is a natural consequence of our business vision: We shall
know the customer best and care the most!

governance

Ownership and customer relations are kept
separate. That means that any dividends are paid
as a share of the Company’s profits. In other
words, it is not a discount scheme. It also means
that the customers are entitled to, and expect, at
least as good prices and service as in competing
companies. Gjensidige’s good reputation confirms
that the Company has succeeded in this respect.

THE COMPANY’S OWN SCHOOL
ENSURES CUSTOMER ORIENTATION
Gjensidige’s customer and brand school (GMS)
was established in March 2009 and is a key
element in the Company’s brand building. GMS
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plays a key role in the systematic efforts to
develop and maintain good customer service. In
a service company, the brand is built through the
employees’ encounters with the customers.
During the year, 207 employees at various levels
took courses at GMS. The main topics in the
courses are customer experiences, organisational
training culture, best practice, coaching and
comprehensive advisory services. All training is
customer-oriented and at least half of a course
at the school entails practical training.
The school has a separate administrator and a
school board with substantial representation
from the group management. Thirty internal and
six external instructors are associated with the
school. So far, the development is regarded as a
success, and the school has established itself as
a very attractive way for Gjensidige’s employees
to increase their competence.
The school also plays an important role in
improving Gjensidige’s corporate culture, which
shall be distinguished by positive performance
and feedback. It has contributed to:
• uniform practice for dialogue with customers
with a focus on customer orientation and
customer experiences
• a standardised and compact programme for improving the skills of managers and consultants
• good, objective working methods among
managers and advisors
• quality improvement of counselling and
customer experiences
• uniform feedback culture

ALL CUSTOMER ADVISORS ARE
CERTIFIED
Gjensidige’s customer and brand school is a key
tool in connection with certification of employees. Of those who took courses in 2009, 177
took examinations that resulted in certification in
accordance with Finance Norway’s standards.
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During 2010, all of Gjensidige’s advisors for the
private market and their managers are to be certified. That entails that they must take a test of
theory and a practical test that must document
sufficient knowledge about
• the Company’s products
• safety regulations and prevention of loss
• causes of damage and claims settlement
• ethics, communication and customer
orientation
• regulations and industry-wide agreements.
In 2009, nearly half of the investment advisors were authorised in accordance with the
Authorisation Scheme for financial advisors. This
is a more extensive scheme that requires training
roughly equivalent to a half year of full-time
study. The candidates must document sufficient
knowledge of
• Ethics
• Regulations
• Personal finance
• Macroeconomics
• Financial markets
• Product groups
During the spring of 2010, the remaining
investment advisors shall be authorised. The two
schemes entail an improvement of competence
for employees and quality assurance of the
advisory services to the customers.

MORE CORRECT AND QUICKER HELP
The relationship to the insurance company will
be seriously tested when the customer has experienced a loss. Gjensidige’s employees work hard
to offer quick assistance while showing they
care about the customer’s situation. In order to
take even better care of the customers, the settlement function was reorganised in 2009. New
and better tools were also put to use. The process entailed that many employees were given
new or altered job tasks. One result was that the
productivity was lower than before for a while
so that the customers experienced longer claims
processing times. Naturally, these changes were
also troublesome for the employees who were
affected. Already as the year-end approached,
however, we began to see improvements and we
are certain that our new model will help facilitate
even better customer experiences than before.

WE MAKE IT EASIER
TO FILE A COMPLAINT
We do not always manage to meet our customers’ expectations. Sometimes the reason is that
we have not done a good enough job. At other
times, the customer’s expectations are unrealistic. As a step toward improving our customer
orientation, we replaced our complaints office
with a customer ombudsman in 2009. We have
also made it easy to file a complaint via the
Internet. At the same time, a systematic effort

this is gjensidige
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has been launched to learn from the complaints
so that we can become even better at handling
the customers correctly the first time around.

GJENSIDIGE’S TRAINEE PROGRAMME
Since 2001, Gjensidige has had a trainee programme with three-four participants each year.
Applicants must have a master’s degree or its equivalent, and the duration of the programme is 18
months. During this period, each trainee is deployed
in at least four of the group’s business areas and/or
companies in Norway, Sweden and Denmark.

MANAGEMENT DEVELOPMENT
360-DEGREE ASSESSMENT
Gjensidige conducts a 360-degree manager
assessment every other year, and in 2009 this

SENIOR POLICY
In Gjensidige, we have 242 employees who are
age 59 or older. We hope that as many as possible of these employees will remain in their jobs
until they reach retirement age. Therefore, we
have launched a measure aimed at this group in
2009. It entails that an employee can either work
90 per cent of the time and receive a full salary or
work 80 per cent of the time and receive 90 per
cent of his/her salary. The leisure time that they
accrue can be used after gaining consent from a

DIVERSITY AND INNOVATION
In 2009, Gjensidige has continued its efforts to
ensure that integration and diversity will become
a natural part of the Group’s operations. Through
the Company’s block recruiting, we introduce
diversity as a natural part of our basis for recruitment. Our Norwegian advisors can currently serve
customers in 10 different native languages.
There is a balanced gender composition in the
group, with 54 per cent men and 46 per cent
women. The management team is not as wellbalanced, consisting of 64 per cent men and 36
per cent women. Measures have been initiated
that should improve the better gender balance in
time at the management level as well.

results

Through this deployment, they gain a sound
insight into Gjensidige’s strategy, operations and
culture and contribute to a sharing of expertise
and information in different branches of the
Group. Furthermore, they get an opportunity
to develop both in-depth and broad knowledge
through these various deployments.

The 360-degree assessment is also included as
a part of Gjensidige’s management development
programme “Veien videre” (Future challenges),
which is a part of module 4, “Feedback”. In this
module, the survey is used as a basis for feedback from the other managers in the management team to which a manager belongs. In this
way, we want to promote a culture where it is
natural for a supervisor to employ feedback and
where it shall be common to give both positive
and negative feedback.

In addition to this, we are considering how we
can organise the work for our senior employees
through job rotation, other types of flexible
working hours schedules, the possibility of working at a home office for part of the work week
and other schemes that can improve labour force
participation.

governance

The ombudsman has been positioned in the
organisation in such a way that it will ensure as
strong an independence as possible within the
group. Customers whose cases are not resolved
by us will be referred to an external appeals board.

assessment was conducted for the fourth time.
We have asked the same questions the whole
time so that it is possible for the individual manager to gauge his/her improvement. The survey
was conducted during the summer of 2009, and
every manager had feedback discussions with
his/her HR partner in September or October.

perspective

manager. By offering a slightly reduced workload
for those who would like to have it, Gjensidige
hopes that more employees will stay in their
jobs until they turn 67. In addition, it is natural
to expect that the scheme will help reduce sick
leave and disability in this age group. At the end
of 2009, 117 employees have a 90 per cent
position with 100 per cent salary, 13 have an 80
per cent position with a 90 per cent salary and
112 have not entered into any such scheme. The
scheme is a two-year special agreement and will
be evaluated when the period nears its close.

Gjensidige cooperates with the Norwegian
Labour and Welfare Administration (NAV) on job
training and pay supplements for people who
have been unemployed, and we have had several
employees in job training programmes through
these schemes.
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Gjensidige and the society
Gjensidige’s mission in society is to indemnify lives and assets and relieve the customers of
risk. Assets worth NOK 5,000 billion are insured at Gjensidige. That makes Gjensidige one
of the society’s largest risk bearers.

In 2009, we paid NOK 12 billion in compensation to our customers. In addition to financial
loss, major loss also entails practical problems
and emotional stress. In many cases, Gjensidige
provides advice in connection with the handling
of such loss.
As a natural part of our operations, we have
developed experience and skills in the prevention of accidents. Gjensidige makes an active
effort to prevent fires in homes and commercial
buildings and to reduce the number of traffic
accidents. As an owner of Hjelp24, we are also
one of Norway’s major players in the prevention
of occupational injuries.
The media play an important role in connection
with prevention efforts. In 2009, Gjensidige
contributed to 331 newspaper articles and news
reports on TV and radio about the prevention
of injuries.

PREVENTION OF LOSS FROM FIRE
Nearly 800,000 buildings, everything from
detached houses and cabins to large industrial
buildings, are insured by Gjensidige. We have long
traditions for preventing fire both among our
customers and in the society at large. We do this
both through our own activities and in cooperation
with the public authorities. For a number of years,
Gjensidige has conducted “Aksjon Boligbrann” (a
nationwide information campaign to help prevent
residential fires) in cooperation with the Directorate
for Civil Protection and Emergency Planning (DSB)
and the Norwegian Fire Protection Association.
On the average, between 60 and 70 people die
in fires in the home in Norway each year. The
objective of Aksjon Boligbrann is to reduce the
number of fires by developing better knowledge
and attitudes. Gjensidige helps finance this campaign and also contributes to its planning and
implementation. The campaign consists of local
events, which are implemented by Gjensidige’s
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regional offices, the municipal fire and chimneysweeping department and the local electrical
safety inspection authorities. In connection with
this action, Gjensidige hands out nearly one million smoke detector batteries.
Gjensidige also participates in Samarbeidsgruppa
for brannvern i skolen (the Cooperative Group for
Fire Prevention in the School). Around 200,000
children and youth use age-adjusted instruction
programmes from this Cooperate Group each year.
Gjensidige is an active participant in the Group and
contributes to the funding of the activities.
Gjensidige has taken the initiative to form Landbrukets Brannvernkomité (the Committee for fire
prevention in agriculture) where we cooperate
with the public authorities, agricultural organisations and other insurance companies.
Gjensidige participates in a number of councils
and committees that work with fire protection.
The Company’s employees are frequently used
as lecturers in seminars and conferences on fire
safety. Gjensidige is also actively involved in the
improvement of laws and regulations concerning fire and electrical safety, including through
consultative comments to laws and regulations.

PREVENTION OF LOSS IN TRAFFIC
More than one in four vehicles on Norwegian
roads is insured by Gjensidige. We have assumed
financial responsibility for more than one million
private cars, lorries and other motor vehicles. At
least equally important is the responsibility for
drivers, passengers and others encountered in
traffic. With this point of departure, Gjensidige is
naturally concerned with preventing accidents.
We use prices, bonuses and discount schemes
with our own customers to reward safe behaviour in traffic. We have special premium measures aimed at youth, and in cooperation with
the Norwegian Automobile Federation (NAF) and

the Norwegian Association of Certified Driving
Schools, we have developed a volume training
programme for this group.
To its commercial customers, Gjensidige offers
the advisory programme Trafikksikkerhet i din
bedrift (Traffic safety in your company). It is
relatively simple for most companies to reduce
the extent of their accidents by 20-30 per cent.
Gjensidige participates in a number of activities
that are not directly aimed at our own customers. We support Jentenes trafikkaksjon (the Girls’
Safe Driving Initiative), which is a project under
the direction of the Norwegian Council for Road
Safety. The project focuses primarily on girls who
are passengers, and the aim is to motivate them
to slow down the boys at the steering wheel.
Gjensidige has assisted SINTEF Technology and
Society on a research project concerning vehicles
leaving the road, with the aim of developing
measures to prevent these accidents.
Together with the Norwegian Public Roads
Administration and other organisations,
Gjensidige has previously implemented the Ung
Trafikk (Young Drivers) project on the Norwegian
island of Karmøy. 50 adolescents equipped
their car with a unit that warns the driver when
the speed limit is exceeded. Gjensidige believes
that driver assistance systems of this type will
be widespread in the future. We are continuing our involvement in this area by supporting
a European project in which the Institute of
Transport Economics is a Norwegian participant.
The objective is to register and understand driver
behaviour with the aim of developing various
measures that increase safety.
In the autumn of 2009, Gjensidige gave 20,000
reflective vests to children in day nurseries and
first graders. The project was carried out as a
collective voluntary effort by the company’s
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In the past year, Gjensidige took a stand for the
first time in the debate on Norwegian transport
and communication policy. We advocated for
improving the standard of Norwegian roads, in
order to reduce both the number of accidents
and the consequences of each individual accident. We also emphasised that this task must be
given priority at the expense of other desirable
objectives. Gjensidige will continue to play an
active role in this debate in the coming years.

results

Insurance fraud is a social problem that hurts insurance companies, honest customers and those
who are caught. In the autumn of 2009, Gjensidige held meetings on insurance fraud at schools
in more of the nation’s counties. These events
were part of a year-long effort to confront attitudes that underlie this kind of fraud. Surveys
that Gjensidige has conducted over a number
of years reveal unfortunate and naive attitudes
to the consequences of fraud. The preventive
efforts aimed at youth will continue in 2010.

governance

OTHER PREVENTION OF LOSS
Gjensidige cooperates with the Norwegian Ski
Area Association in order to increase the use of
ski helmets in Norwegian alpine facilities. In recent
years, we have sponsored about 1,000 ski helmets
for rent. This has contributed to a sharp increase
in the use of ski helmets. We also sponsor suits
and helmets for ski patrols in the alpine facilities.

perspective

employees. This scheme generated considerable
enthusiasm and is in keeping with the Company’s hope that each and every employee will
help prevent loss. In many places, the handing
out of the vests was combined with events that
focused on traffic safety.

CLIMATE
For many years, Gjensidige has helped develop new
information about the consequences of climate
change. Already in 2001, the Company took the initiative to launch a project that surveys the effects
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of climate change on the insurance industry. On
commission from Gjensidige, the Norwegian Computing Centre has prepared reports about possible
consequences of climate change. These reports are
based on public meteorological statistics, loss data
from Gjensidige and international climate models.
They mainly form the basis for advising authorities
and the society at large about possible adaptations
to a warmer and wetter future.
In 2008, Gjensidige was granted support from the
EU for a four-year collaborative project with the
Norwegian Computing Centre, the London School
of Economics and Lloyds of London concerning
climate change and insurance. The information that
is generated in the cooperation between Gjensidige
and the Norwegian Computing Centre will play a
key role in this research project. An important objective is to describe local effects of global warming.
Gjensidige is represented in the Norwegian
government’s Commission on Adaptation to
Climate Change, which shall study the society’s
vulnerability and need to adapt to the effects of
climate change.
Gjensidige has endorsed the national climate
change campaign Klimaløftet (the Climate
Promise), which is an action programme under
the direction of the Norwegian Ministry of the
Environment. Among other things, it entails that
we commit ourselves to conducting a greenhouse
gas audit and draft action plans in our own operations and compensate fully or partially for our
own emissions by trading in emission credits.
In 2009, Gjensidige purchased 2,200 emission
credits corresponding to emissions by 825,000
liters of heating oil.

ENVIRONMENT AND RESOURCE
CONSUMPTION
The fewer resources we consume in our
operations, the more society can use for other
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purposes. The Company’s return on equity
and cost ratio give indications of its resource
consumption.

significant contributor to society. Ethical rules are
determined by the Group Board of Directors and
apply to the whole Group.

The cost ratio increased slightly as a result of
non-recurring items related to one-time measures.
Both in 2009 and in the preceding years, Gjensidige
implemented substantial measures in order to improve the efficiency of its operations. Among other
things, this has freed up large areas as a result of
downsizing and better utilisation of space.

Employees who receive gifts shall register
them in the gift register without exception and
regardless of the value of the gift. Gifts that
have a value of more than NOK 500 shall also
be reported to the immediate supervisor. There
are strict rules for customer events and contact
with suppliers. A separate warning routine for
defaults has been established. For employees
with a daily insight into Gjensidige’s investment decisions, the rules that apply for trading
with financial instruments are stricter than the
statutory requirements. The Group’s financial
investments shall be in keeping with internationally recognised standards of ethics.

Gjensidige’s head office at Lysaker, Norway
was certified as an «Environmental Lighthouse»
in the autumn of 2008. In 2009, our office in
Trondheim was awarded the same status, and
certification has been applied for in two other
offices. The efforts to certify the Group’s offices
will continue in 2010.
In order to reduce the environmental impact
of our own operations, we reduce the energy
consumption in our office buildings, reduces
our own paper consumption and specifies environmental requirements for procurement in the
Group. Environmental tips are regularly posted
on the Group’s intranet.
The use of video conferences has increased
tremendously in 2009.
At the end of 2009, about 206,000 customers
had agreed to receive their insurance papers as
e-documents. The goal is to persuade another
300,000 customers to go in for this arrangement in 2010.

ETHICS
Gjensidige regards ethics and a good reputation
as basic premises for its operations. The Group’s
decisions and actions shall be governed by
standards, values and ethical rules that are in accordance with the general interpretation of the
law and the position Gjensidige has attained as a

All suppliers must submit a social responsibility
declaration. Among other things, the suppliers
must commit themselves to not violate any internationally recognised principles and guidelines
related to human and employee rights. They
must also make sure that the same applies to
their manufacturers and sub-contractors.

CONTRIBUTIONS TO THE COMMUNITY
Gjensidige is the main sponsor of the Norwegian
women’s national handball team. In cooperation
with the Norwegian Handball Association, we
hold the Gjensidige Handball School, which is
attended by 6,000 children ages 6-13, and hand
out uniforms to children and youth in handball,
football and cross-country skiing.
The Gjensidige Foundation is one of Norway’s
biggest charitalbe foundations. In 2009, the foundation awarded NOK 130 million to measures that
create safer communities throughout Norway. The
foundation is Gjensidige’s largest individual owner.
The handing out of gifts is based on values that
have been developed throughout the whole history of the Company.
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::

SOCIAL RESPONSIBILITY

TARGET GROUP

SUBJECT

Status 2009

target 2010

VALUE CREATION AND RESOURCE USE
Return on equity before tax
Rating

Dividend

15,2 per cent

> 15 per cent

A-rating confirmed from Standard
& Poor’s in october 2009

Maintain single
A-rating from
Standard & Poor’s

The Board of Directors recommends that NOK
50-80 per cent
1,650.0 million is paid in dividends for 2009, equivaof net income
lent to 71.6 per cent of the Group’s profit for the year
72

74

70

72

Financial advisers authorized

47 per cent

100 per cent

Insurance advisers certified

15 per cent

100 per cent

Energy consumption in kWh

14,4 million

- 10 per cent

CO2-emission in tonnes

3.023

- 5 per cent

Square meters in use

73.839

-10 per cent

Offices sertified as Eco Lighthouses

2

5 to 7

Videoconferences

8423 hours

+20 %

Paper consumption

342 tonnes

-10 %

Paperfree customers

200.000

500.000

Women

46 per cent

Ca. 50 per cent

Female managers

36 per cent

Increase

Sickness absence

6,05 per cent

Not quantified

Average amount spent on training

10.000 NOK

11.300 NOK

Average retirement age

62,27 years

Not quantified

Employees

Policies, measures regarding impartiality, bribery and ethics

Control

Continued

Suppliers

Fair competition / anti-corruption

Control

Continued

Taxes and fees – VAT registered, no illegal labour

Control

Continued

Personal Statement regarding environment
and social responsibility for suppliers

Yes

Continued

Environment

governance

Customer satisfaction (KTI) retail
KTI Corporate

Customers

perspective

Owners

WORKING ENVIRONMENT
Employees

results

Ethics

Human rights

Asset management

The Group’s own financial investments follow international rules for ”Socially responsible investments (SRI)”
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Management and control
Risk and risk management are a natural and critical part of Gjensidige’s operations
and is an important strategic tool that help promote increased value creation.

66

Gjensidige’s equity certificate
Gjensidige’s equity certificate is a negotiable security with characteristics
that are familiar from shares.

68

Corporate governance
The Board of Directors has announced its decision to comply with the
“Norwegian Code of Practice for Corporate Governance” applicable at any given
time to the extent that is appropriate for a mutual insurance company.

76

The Board of Directors
The composition of the Board of Directors shall be in accordance with the requirements pertaining to expertise, gender and location stated in the Company’s
articles of association. The Board of Directors has twelve members.

78

Group Management
The eight persons in the group management of Gjensidige have an average
of 14 years’ experience in the industry.

80

Supervisory board,
Control committee and
Nomination committee
The members of the Supervisory board are elected from policyholders’ owner
committees, mutual fire insurers and marine insurance associations, from equity
certificate holders and from employees in the Group.
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The premises for business management are based on the Company’s vision
and strategy. The Company’s overall goals and strategies are used to prepare
business plans for the various business areas. As an integral part of this,
assessments are made of the risk situation and the need to implement measures. These assessments are conveyed and adopted internally in the Group.

Business management

Return on equity is the Company’s key profitability measure. Equity and
return requirements have been assigned to various parts of the business.
Any earnings over and above the Company’s required rate of return are a
measure of real value creation.

Reporting
Internal reports are prepared for the Board of Directors and management
each month. These reports cover both financial and non-financial measurement criteria, and provide a basis for decisions regarding measures and
responsibilities related to an effective achievement of targets. This monthly
reporting is based on a budget approved by the Board of Directors.
The group CEO holds regular performance review meetings with the managers who report to him, where the focus is on future measures to safeguard
earnings and performance.

BOARD OF DIRECTORS/AUDIT COMMITTEE

governance

Personal scorecards have been prepared for the Company’s employees.
These set out key performance indicators, targets and measures that affect the Group’s earnings, value creation and risk situation. In addition to
the scorecards, budgets, various financial and non-financial measurement
criteria, authorisations and trend analyses are also used in the management
of the Group. A dedicated Internet portal has been developed, where the
Company’s management information has been collected and made available.

The strategic plan and the more detailed business plans are important
premises for the scorecards. Considerable importance is attached to the
indicators being balanced and covering financial, operational and organisational factors, including the individual’s need for skills development.
perspective

Centralised risk management functions independent of the business operations have been established in the form of Compliance and Risk and capital
management. The internal audit function provides a further independent level of control and reports directly to the Board of Directors. These
functions are organised by the principle of “three lines of defense”, and are
illustrated in the figure at the bottom of the page.

operations

Risk management is an integral part of Gjensidige’s day-to-day operations. Strong, comprehensive risk management is an important strategic tool for increasing value creation, and it
enables the Group to handle uncertainty, threats and negative outcomes and to utilise the
Group’s risk capacity in an optimal manner.
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Management and control

Group Management
Group risk
committee

results

Actuary function

Internal audit

Business management
1st LINE
Perform risk management
and internal control

Chief Risk Officer

Compliance function
2nd LINE
Assess, monitor, give advice and
recommendations, quality assurance,
quantification, aggregation of risk

3rd LINE
Audit the framework for risk
management and internal control,
report to the Board of Directors
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External reports are prepared quarterly in accordance with IFRS and
regulations issued by Finanstilsynet (the Financial Supervisory Authority of
Norway). These reports are approved by the Board of Directors.

Compliance
Gjensidige shall comply with all laws and rules that apply to the operations
(compliance). The Board of Directors has established a group policy for
compliance that describes the main principles of responsibility for compliance and the organisation of the compliance function. The compliance
function is an independent function that identifies, assesses, gives advice
on, monitors and reports the Group’s compliance risk. Assessment of the
compliance risk is included in the Group’s annual process for risk assessment. A compliance officer has been appointed in all business and support
areas and in the subsidiaries.
The Group Compliance Officer is responsible for the Group’s overarching
control and reporting of compliance risk and any violations of regulations to
which the Group is subject. The compliance function shall help ensure:
• that the management and employees have or are furnished with sufficient insight into or understanding of the compliance risk
• that laws, rules and standards are complied with and that the management shall be informed without prompting about all relevant factors that
have or can have a significant effect on the relevant area of operations
• that compliance shall be ensured, for example, by examining compliance
with external and internal sets of rules.
The manager of the function reports to the group CEO and to the Board of
Directors. The compliance function also has responsibility for the Group’s
warning routine for possible fraudulent acts and irregularities and for the
prevention and examination of such.

The risk management function
The Department for Risk and Capital Management is headed by the Chief
Risk Officer (CRO) and is responsible for monitoring the total risk situation
and the framework for risk management, including internal control and the
measurement and aggregation of risk. For more information about risk and
capital management, cf. below and note 3.

Internal auditing
The Group has its own internal auditing function that covers all of the
Group’s companies. Group Auditing is an independent, objective supervisory
function. On behalf of the Board of Directors and senior management, it
reviews and assesses whether adequate, effective and appropriate management and controls have been established and implemented in the Group.
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The function was set up and functions in accordance with international
standards and the requirements laid down in the Regulations concerning Risk Management and Internal Control. The Group Auditing Manager
reports to the Board of Directors, attends board meetings, and submits
reports on risk management and internal controls. The audit reports are also
presented to the control committee and the external auditor.
The Board of Directors approves Group Auditing’s resources and annual
plans. The Group Auditing Manager is appointed and dismissed by the
Board of Directors.

Risk and capital management
Organization
Managing risk through identification, assessment, measurement, management, control and follow-up is essential for an insurance company. Good
internal control, i.e. the activities and systems that are implemented in order
to ensure the achievement of objectives, is also important. In Gjensidige, risk
management and internal control are well integrated into the Group’s strategic and business processes in order to help ensure that the Group’s objectives
are achieved, and the Board of Directors has overarching responsibility for
seeing that risk management and internal control are appropriately structured
and assigned the correct functions. The group CEO and the remaining business management have the primary responsibility for good risk management
and internal control, whereas centralised group functions for risk management, compliance and actuaries have been established together with an
independent internal auditing function that reports to the Board of Directors.
In 2008, Gjensidige established a risk management committee that focuses
on the overall risk situation for the Group. This committee is chaired by
the group CEO and is an advisory and explanatory body with regard to the
management of essential risk factors in the Group.
The Risk and Capital Management Department is part of the area for Strategy, Finance and Business Development, which is managed by the Deputy
CEO. The Risk and Capital Management Department is managed by the
CRO, a function that was established in 2009. The CRO’s responsibilities
include ensuring an adequate risk management and internal control system,
optimising capitalization and capital use, ensuring that the asset allocation
meets the Group’s specified requirements, having an overview of the total
risk situation in the Group and providing information about any factors that
the Group’s risk management committee ought to be aware of.

Perspective on capitalization
Insurance companies must have sufficient capital to bear risk, so the
Company’s financial strength will be an important factor for customers. On
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Capital SURPLUS FROM
DIFFERENT PERSPECTIVES

Legal
requirement

2009

The trend in the excess capital on the basis of the
statutory (the Group’s capital adequacy), rating-based
(necessary for an ‘A’ rating) and risk-based perspective
from 2008 to 2009.

The amount of capital that is required can be determined on the basis of
three different perspectives:
• Statutory requirements
• Necessary requirements for maintaining a targeted rating from rating
companies
• Requirements based on internal risk models

The rating company Standard & Poor’s rates the Group as very strongly
capitalised and assigned Gjensidige Forsikring an ‘A’ rating with stable future
prospects as late as October 2009. Gjensidige has had this rating since
1999. In its assessment, Standard & Poor’s also emphasises the Company’s
strong market position and good insurance profits over a period of many
years.

Net primary capital
Risk-weighted basis

2008

2009

0

Capital adequacy ratio %
Minimum required ratio

The trend at the Group level for the capital adequacy
rules (the BIS rules)

parts of the business according to the contributions of each individual area
or source of risk to the overall risk.
The internal risk model is essential to the development of the Group’s
reinsurance programme and the determination of its asset allocation. Based
on the capital cost perspective and an estimation of economic value creation,
the various asset allocations and reinsurance alternatives are analysed in
a consistent manner according to a risk-based, economic perspective. The
capital requirements that have been calculated for the insurance operations
are allocated to the individual products based on their contribution to the
overall risk. This forms the basis for the measurement of profitability above
and beyond the purely technical result so that financial income and capital
costs are also taken into consideration in the measurement of profitability.
This is performed on the basis of a long-term perspective over a complete
cycle in the insurance market. The profitability targets for individual years in
the budget will also be influenced by the current market situation. The same
procedure is employed in the internal performance reports for the different
business areas in insurance.

Capital situation in 2009
All financial institutions, including Gjensidige Forsikring and those of its subsidiaries that are financial institutions, must meet certain statutory capital
requirements. All of the companies in the Group have met these requirements throughout 2009. Capital adequacy has been the most binding of
the statutory requirements for the Group in 2009.
The graph above to the left shows that the trend in the capital situation has varied depending on the perspective that is selected. Both the
risk-based and rating-based perspectives give an increased excess capital
mainly because of the increased market value of the Storebrand item
and retained earnings, whereas the excess capital relative to the capital
adequacy requirements is approximately unchanged. The capital adequacy
(the graph above to the right) is calculated as the quotient of the net equity
and subordinated loan capital and the risk-weighted basis of calculation,
and the minimum requirement is eight per cent. For the purposes of capital
adequacy, the stakes in both Storebrand and SpareBank 1 SR-Bank were
consolidated after the items were reclassified as an associated company.
For 2009, this also entails an increase in both equity and subordinated
loan capital and the risk-weighted balance sheet assets, but since these
companies initially have a lower capital adequacy than Gjensidige Forsikring,
the capital adequacy percentage will decrease.

results

The internal capital requirement in the insurance operations is calculated on
the basis of Gjensidige’s proprietary simulation model. The model is an advanced stochastic simulation model of Gjensidige’s insurance and investment
operations. The internal capital requirements are calculated as necessary
capital in order to tolerate even a scenario corresponding to the 99.97 per
cent worst case over a one-year period (or the 3/10,000 year scenario),
which roughly corresponds to a long-term requirement for achieving an AA
rating and is on a level with the choice made by many other major general
insurance companies. In connection with this, both capital requirements and
available capital are measured on the basis of a market value consideration
of both assets and liabilities. The sample space is normalized for the expected trend so that it is the departure from the expected trend in the market
value of assets minus liabilities that determines the capital requirement. The
model is used to measure the overall impact of several different types of risk
and the ways in which this capital requirement can be allocated to different

2007

governance

Regardless of which of the above-mentioned perspectives is taken, Gjensidige is very well-capitalised. In order to avoid charging the insurance business an excessive capital cost, only the capital that is required based on the
most binding of these three perspectives is allocated. The remaining capital
is kept either as a buffer for further capital requirements in the insurance
operations (excess capital) or for strategic purposes, including capital tied
up in the Group’s ventures in banking, pensions and savings.

2006

perspective

the other hand, equity is expensive, and it is important to keep the costs
associated with capital as low as possible. A key element of the Group’s
capital management is to balance these two aspects. Gjensidige has a
capital management policy approved by the Board of Directors that covers
capitalization, capital structure and the use of capital as a management tool
for the Group.

0

operations

2008

Rating based Internal, risk based
requirement
requirement

Additional information and figures concerning risk and capitalization can be
found in Note 3 to the Annual Financial Statement.
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INVESTMENT STRATEGY
The investment strategy for the Group and for the individual subsidiaries
is approved annually by the Board of Directors of Gjensidige Forsikring
and the boards of directors of the individual subsidiaries respectively. The
investment strategy should create the best possible balance between the
expected return and risk, based on the needs of the insurance operations
to balance expected future payments with cash flows from investments,
while other funds are invested to optimise the return relative to risk. In
this balancing, considerable emphasis is given to the liquidity and other risk
characteristics of the investments. In addition to approving the scope of the
asset allocation, the Board of Directors also approves the scope of liquidity
and exposure to credit, bonds and foreign exchange, and the scope of
regular risk-taking depending on the profit performance (dynamic risk management). In addition to securing the insurance liabilities, the comprehensive
objective for the investments is to achieve an excess return relative to a
money market rate with low risk.
In addition, a capital management policy is approved that describes
the comprehensive guidelines that apply to the management, including
organisation and responsibility, reporting to the Board of Directors and
the management and perpetuation of the independent control. This also
includes the design of stress tests and criteria for the use of derivatives and
a list of instruments approved for use in management.
In 2009, the Investment Department has been delegated the responsibility
for investment in the group, and it manages the investments for all of the
companies in the Group. Centralizing this responsibility leads to a better
management of the total investment risk and a concentration of the expertise in this field. Based on the investment strategy and capital management
policy, the Investment Department is responsible for carrying out all investment and making adjustments based on the market view within defined
limits and restrictions. This means selecting the best actual asset allocation
at any given time (tactical asset allocation) and deciding which managers are
to be used and how their management mandates should be formulated.
As part of the dynamic risk management, the trend in financial income is
measured against pre-defined minimum levels. The risk is reduced if the financial trend is significantly weaker than forecast. The objective of this is to
help promote stability in the financial income and the return on equity and
thereby increased security so as to be able to pay dividends. In addition to
the dynamic risk management, there will also be absolute risk monitoring by
means of stress testing, i.e. evaluating the excess capital relative to capital
requirements after specified losses in both investment assets and insurance.
Even according to a pessimistic scenario, Gjensidige’s financial strength
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provides high buffers. All in all, the decline in value in the stress test is in
line with the decline that occurred in the financial markets in 2008.

Description of the most important risk factors
A general overview of the most important risk factors in the business areas
is presented below. Risk and risk management are described in more detail
in Note 3 (cf. pp. 114-134) and in the directors’ report.

this is gjensidige
operations
perspective

The insurance risk is related to the possibility that the calculated premium
will not cover the actual claims payments with sufficient margin. This may
occur either because the competitive situation does not allow it or because
the claims payments for incurred losses exceed the estimated amount that
was allocated for insurance liabilities. This may occur if an increase in the
frequency and/or severity of claims entail that the actual claims incurred are
greater than estimated. A general increase in inflation above the anticipated
level may be a contributory factor to this situation. Other factors that aggravate insurance risk include lack of risk diversification in terms of type and
amount of risk, geographical location and type of business covered by the
insurance (concentration risk).

Management

Gjensidige purchases reinsurance to protect the Group’s equity, and reinsurance is thus mainly a capital management tool. As a general rule, reinsurance is purchased so that the retention limit of any single claim or event will
be NOK 100 million. If reasonable prices are achieved, coverage will also be
purchased at a lower retention limit. This has been the case for most of the
insurance sectors in each of the most recent years.

The basis of insurance is transfer of risk, from the insured to the insurer.
Premiums are received in advance, and should cover future claims. The management of these funds until payment entails financial risk (cf. the section
Investment strategy above).
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results

General insurance
Risk factors

The biggest individual events in insurance are often related to natural
disasters. In Norway, the exposure to natural disasters is handled through
the compulsory membership in the Norwegian Natural Perils pool. Through
this arrangement, Gjensidige Forsikring is exposed to the Company’s share
of the claim for the Norwegian market as a whole, instead of the losses
sustained by the Company’s customers only. The companies jointly purchase a separate reinsurance programme for the exposures that are covered
by the pool cooperation, which further reduces the risk exposure. In the
other countries where Gjensidige is operating, exposure to natural disasters
is included in the ordinary reinsurance covers.

governance

An important part of the risk management involves a close monitoring
of the profit trend for each insurance sector, through the underwriting
strategy, the skills development of the employees, clear authorisations,
and through proactive claims handling, e.g. in order to optimise purchasing. In formulating Gjensidige’s insurance underwriting strategy, the aim is
also to diversify among various types of insurance risk that are accepted
and to achieve a sufficiently large insurance portfolio within each of these
categories to reduce the variability of the expected outcome. Furthermore,
Gjensidige underwrites general insurance in Sweden, Denmark and the
Baltics in addition to Norway.
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Pension and Savings
Risk factors

online retail Banking
Risk factors

Gjensidige’s business concept in pensions and savings is to be an independent advisor that only offers an externally managed funds. The customers
bear the market and credit risk related to the savings products.

Gjensidige Bank is primarily exposed to credit, liquidity and interest rate risk.
The credit risk is related to the loan portfolio and constitutes the core of
the banking operations. Liquidity and interest rate risk occur if there is any
mismatch of maturity and time of repricing between assets and liabilities.

The defined-contribution occupational pension schemes also include risk
coverages such as disability insurance, disability pension and child and
spouse pensions. The insurance risk is born by Gjensidige; mortality and
disability risk are the two largest elements.
In addition, Gjensidige manages funds related to paid-up policy portfolios,
where the largest risk element is related to the guaranteed return for the
paid-up policies (an average guarantee of 3.7 per cent) as well as longevity
risk. Gjensidige does not offer any other defined-benefit pension products
beside the paid-up policy portfolio.

Management
In the same way as for general insurance, the risk related to the insurance
cover in this area will be reduced by means of a well-diversified portfolio
and reinsurance in order to diminish the impact of major individual events.
The funds in Gjensidige Pensjonsforsikring (GPF) are divided among three
portfolios, each of which has a different investment strategy. GPF does
not bear the risk for the unit-linked portfolio, which is invested in keeping
with the customers’ choices. For the company portfolio, which is mainly
financed by the Company’s equity, very little risk is born. Investment risk for
portfolios with a guaranteed return to the customer is reduced by means of
a clear investment strategy with limits for the various types of risk, a welldiversified portfolio of assets and guidelines to reduce the risk depending
on the capital and earnings situation.

Management
The Board of Directors of Gjensidige Bank approves the Company’s credit
policy and financial grant regulations. The credit strategy is determined on a
yearly basis. The Board of Directors also sets limits for interest rate, market
and liquidity risk.
The loan portfolio consists only of loans to private and agricultural customers in Norway and consists mainly of loans with adjustable interest rates.
The loan portfolio consists mainly of loans secured by mortgages, and there
are also a substantial number of consumer loans acquired through the acquisition of Citibank’s Norwegian portfolio. Home loans that exceed 80 per
cent of an acceptable value are only provided to specified customer groups.
Internal models are used to rank the customers. The quality of the existing
loan portfolio is regularly followed up with separate models.
Liquidity reserve requirements have been specified in the form of shortterm deposits, liquid securities and/or committed drawing rights that will
afford the necessary restructuring time to the bank in a period with less
access to liquidity.

Health care Services
Risk factors
The main risk for Hjelp24 is more or less the same business risks that are
found in any other service provider, i.e. generating enough business volume
to cover fixed costs with sufficient margins.

Management
An important part of the risk management involves a close follow-up of the
profitability trend for each of the service areas in Hjelp24.
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operations

SOLVENCY II

Solvency II will help improve the measurement of risk and capital
requirements for insurance companies, and it will strengthen risk
management in general. Therefore, Gjensidige welcomes the new
regulations, which are expected to enter into force in 2012, and
believes this will give companies a greater incentive to survey and
manage all risks in a consistent manner.

In 2008, a preliminary study was conducted to determine how the
Group ought to prepare itself in order to meet the new requirements.
The preliminary study concluded that Gjensidige is well-positioned
to meet the new requirements, but there are deficiencies and areas
where efforts will have to be made to improve the situation. Based
on the preliminary study, Gjensidige established a Solvency II project
in 2009 with the aim of ensuring that the necessary and desired
adaptations are carried out. In this work, Gjensidige will focus on the
Group’s enterprise risk management.

Under Solvency II, the Group can apply for an approval to use an
internal model to calculate the regulatory capital requirement. This
entails that the capital requirement reflects the Group’s own quantitative assessment of the risk and the effect of the risk-reduction
measures that are in place, e.g. reinsurance, to the greatest extent
possible. Since 2004, Gjensidige has developed a so-called Asset
Liability Management (ALM) model that is used in its internal capital
management. This model will be further developed in both scope and
areas of use, and Gjensidige will seek to get it approved as an internal
model. In addition to a more correct assessment of the capital requirement, this is thought to give improved risk management by more
consistently taking the risk and capital effects into consideration in
strategic and operational decisions.
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results

The development of Solvency II is being closely followed, and active
efforts are being made to prepare for the coming regulations. Gjensidige has participated in all of the quantitative impact studies that
were performed in the period 2005-2008. In 2010, the fifth and final
impact study will be performed, and all insurance companies will be
required to participate in this study.

Relevant processes and functions in the Group are reviewed and
assessed with regard to new and existing requirements, and changes
are implemented in order to ensure a uniform risk management that
is well-integrated with other management processes. For example,
this applies to the risk assessment process and the follow-up of
risk-reduction measures, the handling of governing documents and
internal and external reporting.

governance

As a first step toward the upcoming Solvency II, the Financial
Supervisory Authority of Norway has developed a new framework
for risk-based supervision, including a stress test model. In Denmark,
an individual solvency test was introduced in 2008, and Gjensidige
in Denmark has reported in accordance with this test. Gjensidige’s
Swedish subsidiary reports in accordance with the Swedish “traffic
light” model.

Gjensidige has organized its management according to the principle
of three lines of defence and will further develop this management
with regard to the division of responsibility and the focus. The four
functions that are required in a risk management system under
Solvency II have been established: actuary, risk management function,
compliance and internal audit. The risk management function was
established in 2009.

perspective

Under the direction of the EU, the Solvency II regulations were established, and
these regulations will result in a new standard for calculating capital requirements,
requirements for risk management and reporting of the risk and capital situation in
European insurance companies.
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Equity certificate
An equity certificate is a negotiable security with characteristics that are familiar from shares. A description of the equity certificates is presented below. If the general meeting decides to transform Gjensidige into a public limited company, it will be shares, rather than
equity certificates, that are listed.

OWNERSHIP FRACTION

RIGHT TO DIVIDENDS

In 2007, Gjensidige reclassified 25 per cent of its customer-managed capital
as equity certificate capital. This entails that 25 per cent of the Company is
owned by the equity certificate holders, while 75 per cent of the Company’s
capital is controlled by the Norwegian general insurance customers. The
Gjensidige Foundation is currently sole owner of the equity certificates.

In the same manner as shares, the equity certificates entitle the holders to a
proportionate share of the Company’s profit for the year corresponding to
the ownership fraction. The equity certificate holders’ share of the profit for
the year will be distributed as dividends, if this is approved, or allocated to
the equity certificate holders’ equalisation fund.

Gjensidige’s two equity classes are:
• Equity allocated to the equity certificate holders, Class I capital
• Equity allocated to the customer-managed capital, Class II capital

The size of the dividend will be proposed by the Board of Directors and will
be in accordance with Gjensidige’s dividend policy. Gjensidige’s aim is to
distribute between 50 and 80 per cent of the Group’s profit after tax as
dividends. The dividends will be divided between the equity certificate holders and the insurance customers according to the ownership fraction.

The ownership ratio between the two groups is referred to as the ownership fraction.
The ownership fraction specifies the percentage of the capital that is owned
by the equity certificate holders, and it amounts to the ratio between Class
I capital and the sum total of Class I and Class II capital. The calculation is
made on the basis of the most recent audited company accounts that have
been approved by the general meeting.
The ownership fraction may change over time, e.g. for any of the following
reasons:
• Capital increase through the issuance of new equity certificates
• Merger with another mutual company
• Buyback of equity certificates
•	Loss for the year

::
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If Gjensidige realises negative earnings for the year, the loss will be charged
primarily to the customer-managed capital. This is because the loss is
distributed proportionately between the two equity classes within the
three main capital groups (cf. the figure below). If there is a loss, it will first
be divided proportionately between Class I capital with the lowest priority
(equalisation fond and other equity attributable to Class I) and Class II capital
with the lowest priority (retained earnings and other equity attributable to
Class II). If this is not sufficient to cover the loss, the remaining loss will be
divided proportionately among the next priority class(es) until the loss has
been covered.
If a loss is not distributed between the two capital classes in accordance
with the ownership fraction, it will result in a change in the ownership fraction. To counteract this effect, the Articles of Association contain provisions

EQuITY CApiTAL CLASSes
EQUITY CERTIFICATE Capital
(Class I-Capital)

MAIN EQUITY
grOupS
(Priority)

Better protection of the capital

CUSTOMER MANAGED Capital
(Class II-CApital)

Face value equity certificate capital
Premium reserve

Compensation fund

Equalisation fund
Other equity attributable to class I

Retained earnings
Other equity attributable to class II
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allowing the customer-managed capital to rebuild its ownership interest
through letting all or part of its share of the annual dividends remain in the
Company, limited to a maximum period of three years.

The equity certificate holders are entitled to attend the general meeting and
will control 25 per cent of the votes at the general meeting at any given
time. Each of the equity certificates has one vote. The voting share of the
equity certificate holders will be distributed proportionately among the
equity certificate holders who attend and vote at the general meeting, so
that they collectively represent 25 per cent of the votes.

No dilution problems
Unlike the case with traditional primary capital certificates, there will not be
any financial dilution of the customer-managed company capital or of the
equity certificate holders when new equity certificate capital is injected or
dividends are paid.

The equity certificates are regulated in the Financial Institutions Act pursuant to an amendment that went into effect on
1 July 2009. This amendment entails that the previous primary
capital certificates are in the process of becoming more sharelike securities. However, this legislation leaves room for some
flexibility, which means that there will be different degrees of
how share-like the equity certificates are.
Gjensidige’s equity certificates have been structured through
provisions in the Articles of Association so that they have the
same characteristics as shares to the greatest extent possible
as permitted by the law. In this case, Gjensidige has allowed
for all of the equity certificate holders to attend the general
meeting. The equity certificates deviate from shares in only a
few, but significant, areas due to the solutions provided in the
legislation.
•

•

The equity certificate capital has better protection than
share capital in a loss situation. The order of priority for the
write-down of capital entails that any losses will first be
charged to the customer-managed capital and the equity
certificates owners’ equalisation fund. The loss will be
charged on a pro rata basis between these two capital elements, before any other capital elements must be charged.
The equity certificate holders will have 25 per cent of the
votes at the general meeting, regardless of their ownership
interest. This means that the equity certificate holders may
have a greater or lesser share of the votes at the general
meeting than indicated by their ownership interest.
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Dividends will be paid to both equity classes according to the ownership
fraction. This allows us to avoid one of the equity classes (the customermanaged capital) being able to “buy” interests in the Company at book value
by allowing dividends to remain in the Company. There is one exception to
this rule: in loss situations the customer-managed capital is charged for a
proportionately greater share of the loss for the year than indicated by its
ownership fraction. As described above, the Articles of Association permit
the customer-managed capital to retain all or part of its dividends in the
Company for a maximum period of three years in order to keep the ownership fraction at the same level as before the loss for the year.

Share-like securities

governance

In the event of capital increases, the premium will be divided proportionately
between the two equity classes (the premium reserve and the compensation fund) and not allocated exclusively to the equity certificate capital.
This means that changes in the ownership fraction will reflect the financial
realities of the transaction.

IN foCus

perspective

Right to attend the general meeting
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CORPORATE Governance
Gjensidige Forsikring BA has issued equity certificates that are expected to be listed. The
Board of Directors has therefore announced its decision to respect the “Norwegian Code of
Practice for Corporate Governance” applicable at any given time to the extent that is appropriate for a mutual insurance company.

Gjensidige Forsikring BA (hereafter referred to as Gjensidige) has two groupings of owners: general insurance customers and equity certificate holders:
• The customer-managed capital (class II capital) constitutes 75 per cent
of the equity in Gjensidige. The customers cannot transfer their «stake»
to others, but have certain ownership rights in the Company related to
the customer relationship (cf. further discussion in a separate chapter).
•

The equity certificate capital (class I capital) constitutes 25 per cent of
the equity in Gjensidige. The equity certificates are freely negotiable. A
percentage of the organisational and financial ownership rights in the
Company is tied to the equity certificate in the same way as for a share.

The equity certificates are owned in their entirety by the Gjensidige
Foundation – a charitable foundation that focuses on security and health.
The foundation is required to sell the equity certificates in accordance with
instructions from Gjensidige. The plan is to sell them in combination with a
stock exchange listing of the certificates on Oslo Børs (the Oslo stock exchange) or in some other way as part of a structural solution. In the period
prior to a stock exchange listing, the Gjensidige Foundation will not exercise
its organisational rights as owner of the equity certificates.
Corporate governance in Gjensidige shall attend to the ownership interests
of both of the groupings of owners.

recommendations point

deviation

comments

1. Discussion

No

2. Operations

No

3. Equity and dividends

No deviations in addition
to those that are pursuant
to laws 1)

The mutual structure of the company gives somewhat less flexibility
in connection with capitalisation and dividends.

4. Equal treatment

No deviations in addition
to those that are pursuant
to laws 1)

Gjensidige has two groupings of owners with different ownership rights in
the Company. The Financial Institutions Act specifies a ceiling for the equity
certificate holders’ voting rights (40 per cent) at the same time as the equity
certificate capital has better security in the event of losses and liquidation.

5. Free transferability

No deviations in addition
to those that are pursuant
to laws 1)

The customer-managed capital is not negotiable.

6. General meeting

No

7. Nomination committee

No

8. Supervisory board and Board of Directors

No

9. The work of the Board of Directors

No

10. Risk management and internal control

No

11. Remuneration of the Board of Directors

No

12. Remuneration of the executive management

No

13. Information and communication

Yes

At present, guidelines have not been specified for contact with owners outside
of the general meeting. Guidelines will be specified by the Board of Directors
prior to any stock exchange listing.

14. Corporate takeovers

No deviations in addition
to those that are pursuant
to laws 1)

The mutual structure of the company entails that the Company cannot be
taken over or acquired. Therefore, principles have not been drawn up for
conduct in the event of takeover offers.

15. Auditor

No

1 The Board of Directors of Gjensidige has decided to recommend to the general meeting on 23 April 2010 that the Company be transformed into a public limited company. After a transformation, if one
should occur, the above-mentioned deviations will no longer be relevant. In that case, however, principles will have to be drawn up for the Board of Directors’ conduct in the event of takeover offers.
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Equity certificate owners
25 % of the votes
(currently 0 %)

68,6 % of the votes (currently 91 %)

3/6 elected by the customer
owners

GENERAL MEETING
SUPERVISORY BOARD

2/6 elected by the employees

BOARD OF DIRECTORS

A more detailed discussion of the way in which Gjensidige has organised
itself pursuant to the Norwegian Code of Practice for Corporate Governance of 21 October 2009 (hereafter referred to as the Code of Practice) is
presented above.

The Board of Directors of Gjensidige is responsible for seeing that the Company has good corporate governance and that an account is given annually
of compliance with each section in the Code of Practice.
As a result of the mutual structure of the company and associated statutory provisions, Gjensidige cannot comply with certain sections of the
Code of Practice; cf. a more detailed discussion in Chapter 3 on equity and
dividends, Chapter 4 on equal treatment, Chapter 5 on free negotiability
and Chapter 14 on take-overs.

For the remaining chapters in the Code of Practice, Gjensidige has organised
itself pursuant to the Code of Practice.

Core values and ethical guidelines
Gjensidige regards ethics and a good reputation as basic premises for its
operations. All activity shall reflect mutual honesty and respect. Decisions
and actions shall be controlled by norms, values and ethical rules that are
in accordance with the general interpretation of the law and Gjensidige’s
position as a significant contributor to society and a general insurance
company.

Ethical guidelines have been drawn up, which apply to all employees,
elected representatives, temporary help and hired consultants in the Group.
These guidelines are available on the Group’s web site at www.gjensidige.
com. A separate information bulletin with routines for how notification is
to be conducted is included as a part of the ethical guidelines. In addition,
a separate ethical suggestions box has been established, where relevant
matters can be reported. The ethical guidelines have been determined by
the Board of Directors.

The Company’s objectives are established in the Articles of Association,
which are available in their entirety on the Group’s web site, read more
about governance at www.gjensidige.com. The objective is to meet the
customers’ needs for security by offering competitive insurance products
and other services that are naturally associated with this. The company
shall work to prevent accidents and other losses in the areas in which the
company operates.

Operations
In accordance with the Articles of Association, the Company may own
companies engaged in general insurance, life insurance, banking, finance
and securities business or other companies in accordance with the Financial
Institutions Act or the Insurance Act, and other related businesses.

Objectives and main strategies
Pursuant to the Articles of Association, the supervisory board specifies, and
has specified, guidelines for the Company’s operations. The Board of Directors specifies, and has specified, the strategy for achieving the Company’s
objectives. The Company’s objectives and main strategies are described in
greater detail in the Annual Report, cf. pages 83 to 85.

3. EQUITY AND DIVIDENDS
Equity
The Company has two classes of equity: equity certificate capital and
customer-managed capital. The ownership fraction (25 per cent) constitutes
the ratio of equity certificate capital to the sum of equity certificate capital
and customer-managed capital after the most recent audited unconsolidated accounts approved by the general meeting. Altogether, the Group’s
equity according to IRFS amounted to NOK 22,0 billion at the end of 2009.

results

Gjensidige’s operations are dependent on trust from all quarters. Trust is
not something that can be decided on; it must be earned. All of the activities at Gjensidige shall bear scrutiny. Thus, it is expected that employees
and elected representatives will behave with care, integrity and respect.

2. OPERATIONS
Purpose

governance

At present, guidelines have not been specified for contact with owners
outside of the general meeting. These guidelines will be specified by the
Board of Directors prior to any stock exchange listing.

Gjensidige has defined a set of ethical criteria that specify activities the
companies that are invested in should not be engaged in. Together with
other large investors, Gjensidige can help attract attention to companies
that do not meet the Group’s ethical business requirements and motivate
them to change their conduct.

perspective

1. DISCUSSION OF CORPORATE GOVERNANCE

Supervisory Board chairman
1 elected from
the fire mutuals
5 elected by the customers
owners committees
2 elected by the equity certificate holders (currently 0)

operations

1/6 elected by the equity
certificate holders (currently 0)

Nomination committee

6,4 % of the votes
(currently 9 %)

Delegates elected by customers
through the Owner Committee

this is gjensidige

Delegates elected by customers
through the mutual fire insurers

The amount of capital that is required can be considered from three different perspectives:
•	Legal requirements from the authorities (capital adequacy and solvency
margin)
• Necessary capital for maintaining a targeted rating from rating companies
• Requirements based on internal risk models
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In addition, the Group must have the necessary capital to achieve its objectives and strategies.
The Group currently has excess capital relative to statutory requirements,
risk profile and the objective of an A-rating from S&P. Risk and capital
management are discussed in greater detail on page 60-64 of the Annual
Report. As a result of the mutual structure of the company, Gjensidige does
not have an opportunity to provide excess capital, so it cannot optimise
the capital structure to as great an extent as limited liability companies, for
example. Gjensidige publicises quarterly surveys that reveal the Company’s
own calculations of the capital in relation to the most binding requirement
(A rating from S&P).

Dividends
The Board of Directors has approved a dividend policy that forms the basis
for the dividend proposals that are submitted to the general meeting.
Gjensidige shall have a competitive dividend policy relative to comparable
investments. In determining the size of the annual dividend, consideration
shall be given to the Group’s capital requirements, including capital adequacy requirements, together with the Group’s goals and strategic plans.
Unless the capital requirements suggest otherwise, the Board of Directors’
goal is that between 50 and 80 per cent of the profit for the year after tax
will be distributed as dividends.
In the formulation of the dividend policy, consideration was given to the
Group’s overcapitalisation (cf. above) in combination with the Financial
Institutions Act’s ceiling for the amount that can be distributed as dividends
(i.e. the profit for the year after corrections for transfers to or from valuation difference reserves and for provisions to a fund for unrealised profit
and transfers from a fund for unrealised profit that have previously been
entered in the income statement).
The dividend that is approved for distribution is divided between the
customers and the equity certificate holders according to the ownership
fraction. The dividends are distributed internally among the customers in
accordance with the rules and principles determined by the general meeting.
The Board of Directors’ recommendation for the distribution of dividends
for the 2009 financial year is discussed in greater detail in the Annual
Report.

Authority granted to the Board of Directors
At present, no authority has been granted to the Board of Directors with
regard to a capital increase or purchase of the Group’s own equity certificates.
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4. EQUAL TREATMENT
The Company has two classes of equity: equity certificate capital and
customer-managed capital. The financial and organisational rights are currently identical in each of the two capital classes.
Financially, the capital classes are treated equally, but in the event of liquidation, the equity certificate holders will have priority (better security) over
the customer-managed capital. Furthermore, the equity certificate capital
has better protection in a loss situation. If Gjensidige suffers a loss for the
year, the loss will be charged primarily to the customer-managed capital.
This situation is described in greater detail on page 66-67 of the Annual
Report. The priority of the equity certificate capital over the customer-managed capital derives from provisions in the Financial Institutions Act.
The organisational rights are currently equally divided between the equity
certificate holders and the customers in proportion to the percentage of
capital in the Company (25 vs. 75 per cent), but if there are any future
issues, the equity certificate holders’ organisational rights may be diluted.
Pursuant to the Financial Institutions Act, the equity certificate holders can
cast a maximum of 40 per cent of the votes in the general meeting. As
described above, the customer-managed capital is more poorly secured than
the equity certificate capital, and this forms the basis for any subsequent
unequal division of the organisational rights that may occur.
When issuing new equity certificates, the existing equity certificate holders
have pre-emptive rights. With the approval of at least 2/3 of the total
number of votes represented at the general meeting, the general meeting
may decide to waive the pre-emptive rights. Such a decision also requires
the approval of at least 2/3 of the total number of equity certificate votes
represented at the general meeting. The same applies if the general meeting
approves the issuance of equity certificates as settlement for the take-over
of an insurance company or other financial institution.
At present, there is no authorisation for the purchase of separate equity
certificates.
When non-immaterial agreements are concluded between the Company
and equity certificate holders, board members or members of the management team and parties closely related to them, the board shall obtain the
assessment of an independent third party. The same applies to agreements
with companies in the Group that have minority shareholders. This is pursuant to the rules of procedure that are accessible on www.gjensidige.com
(governance).

this is gjensidige
operations

5. FREE NEGOTIABILITY
The equity certificates are freely transferable. The customers’ rights cannot
be assigned or otherwise administered legally, and they cease to exist when
the customer relationship ends.

6. GENERAL MEETING
The general meeting is the supreme body in Gjensidige. The structure of
the bodies under the general meeting mirrors the structure of financial
institutions in Norway with a supervisory board, a Board of Directors with a
working committee, a control committee and a nomination committee.

The customers’
ownership rights in
Gjensidige Forsikring BA
The general insurance customers of Gjensidige have ownership
rights in the Company:
• The customers have rights with regard to the management
of the Group. These rights are exercised through electronic
elections, where the customers elect their representatives
into the Company’s governing bodies.
• In addition, the customers are entitled to dividends in keeping with rules laid down by the general meeting.
Each customer has one vote regardless of the size of the
customer portfolio, whereas any dividends that are distributed
among the customers will be in proportion to the size of the
customer portfolio; i.e. the insurance premium.
The customers gain their rights in lieu of being general insurance customers with a permanent connection to Norway.
These rights expire as soon as the customer relationship in
the general insurance company is terminated. Thus, there
are no capital contribution requirements of any kind, and the
customers do not assume any liability beyond the obligations
they have as customers. The rights as a customer cannot be
transferred or otherwise administered legally.
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results

The general meeting is arranged in keeping with the Code of Practice:
•	It is stipulated in the Articles of Association that at least three weeks’
notice of meetings shall be given. Notice of meetings and agenda
papers will be made available on the Group’s website www.gjensidige.
com. The minutes will be publicised at the same place as soon as they
are available.
• The agenda papers shall be comprehensive enough to provide a basis
for being able to take a position on the business that is discussed.
• Equity certificate holders wishing to attend the general meeting must
notify the company in writing by no later than three days prior to the
meeting. The deadline for registration is based on practical considerations for the arrangement of the general meeting.
•	In connection with the general meeting’s elections, arrangements will be
made so that candidates can be voted for one at a time.
• The Board of Directors, the chair of the nomination committee and an
external auditor must attend the general meeting.
• Pursuant to the Articles of Association, the general meeting shall be presided over by the chair of the supervisory board or another chair elected
by the meeting.

In focus

governance

The general meeting is open and accessible to the equity certificate holders
(who have a total of 25 per cent of the votes, but internally so that one
certificate has one vote), whereas the customers elect delegates (who have
a total of 75 per cent of the votes). An annual general meeting shall be held
each year before the end of May.

::

perspective

Every board member and member of the management team shall immediately notify the board in writing if he or she directly or indirectly has
an interest in a transaction or agreement that has been entered into or is
being considered to be entered into by the company. This applies even if
the board member is regarded as disqualified to consider the matter. These
provisions are laid down in the rules of procedure.
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The equity certificate holders may be represented by proxy. At present, the
equity certificates are owned in their entirety by the Gjensidige Foundation. As mentioned above, the Gjensidige Foundation will not exercise its
organisational rights as owner of the equity certificates in the period prior
to a stock exchange listing.

7. NOMINATION COMMITTEE.
Gjensidige has stipulated in the Articles of Association that the Company
shall have a nomination committee consisting of nine members elected by
the general meeting. Pursuant to the Articles of Association, the nomination committee shall be chaired by the chair of the supervisory board who
is elected directly by the general meeting. The nomination committee’s
members are elected each year and cannot hold the post for more than six
periods.
At present, it has been agreed with the Gjensidige Foundation, which is the
sole owner of the equity certificates, that they shall not be represented on
the nomination committee. After a stock exchange listing, the equity certificate holders will be ensured representation on the nomination committee.
At the general meeting, the equity certificate holders shall specially elect
two of the nomination committee’s members. In addition, other stakeholders in the Company are represented on the nomination committee. All of
the members are independent of the Board of Directors and the other
executive management. Only two of the members are also members of the
supervisory board, including the chair of the supervisory board. The nomination committee’s members are listed on page 81 of the Annual Report and
on the Internet at www.gjensidige.com (governance).
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The nomination committee shall recommend all compensation that shall
be determined by the general meeting or the supervisory board, including
compensation to the members of the nomination committee, which is
determined by the general meeting.
Rules of procedure have been drawn up for the nomination committee’s
work, and these have been approved by the general meeting. The rules of
procedure are available at www.gjensidige.com (governance).

8. SUPERVISORY BOARD AND BOARD OF DIRECTORS,
COMPOSITION AND INDEPENDENCE
The supervisory board’s composition
The supervisory board of Gjensidige shall consist of 36 members or a higher
number divisible by six. The term of office is two years for each member,
and half of the members are elected each year. The chair of the supervisory
board and the deputy chair are elected by the general meeting for one-year
terms.
After a stock exchange listing, the customer owners shall elect 3/6 of the
members, the equity certificate holders shall elect 1/6 of the members and
the employees shall elect 2/6 of the members. At present, the supervisory
board consists of 45 members, 30 of whom are elected by the customer
owners and 15 of whom are elected by the employees. 53 per cent of the
customer-elected members are women. The members of the supervisory
board are listed on page 80 of the Annual Report and on the web site
www.gjensidige.com (governance).

The supervisory board’s independence

Representatives for the employees’ members of the supervisory board participate in the nomination committee’s work on the nomination of a chair
and a deputy chair of the Board of Directors.

The supervisory board has a diversified composition, and the majority of
its members are independent of any special interests (direct, indirect or
through employment) in the Company.

The nomination committee shall propose candidates – with the exception
of the employees’ representatives – for:
• the supervisory board, including the chair and deputy chair,
• the Board of Directors, including the chair and deputy chair,
• the control committee, including the chair and deputy chair,
• an auditor.

The composition of the Board of Directors

Justified recommendations and relevant personal information shall normally
be enclosed with the notice of the election meeting for which the nomination is being made.

The Board of Directors of Gjensidige shall have a diversified composition. In
connection with that, cf. the nomination committee’s rules of procedure,
which specify guidelines for the nomination committee’s work with regard
to the election of candidates:
•	Importance shall be attached to ensuring the qualifications necessary for
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The Board of Directors of Gjensidige shall consist of 9-12 members. In
financial institutions, the law requires that the Board of Directors be elected
by the supervisory board. Board members are elected for two-year terms.
The board’s chair and deputy chair are elected by the supervisory board for
one year terms.

this is gjensidige
operations

•

•
•

In connection with a stock exchange listing of Gjensidige, the board
members and executive management will be urged to purchase equity
certificates in the Company.

The Board of Directors’ independence

At present, the Company does not have any “principal shareholders”, and
the customers’ organisational rights are divided among many units that
function independently of each other.

9. THE WORK OF THE BOARD of directors
The work of the Board of Directors follows a fixed annual plan, and the
Board manages in accordance with established rules of procedure. The rules

The Board of Directors has a deputy chair who acts as chair of the discussions in the matters where the chair is or has been actively involved.
The Board of Directors has established two working committees: a remuneration committee that is chaired by the Chair of the Board and an audit
committee that is chaired by the deputy chair. The committees’ tasks and
requirements for composition are regulated in greater detail in the rules of
procedure. All of the members of the two committees are independent of
the business and its daily management. A list of the members of the two
committees may be found at www.gjensidige.com (governance).
The Board of Directors conducts an annual self-evaluation.

10. RISK MANAGEMENT AND INTERNAL CONTROL
The Board of Directors is concerned about risk management and internal
control, and this is included in the Board’s planned work. The Board of
Directors has approved a group policy for risk management and internal
control. Among other things, this document describes main principles for
risk management and internal control, and it includes a clear description of
the division of responsibility. This document is available at www.gjensidige.
com (governance).
The Board of Directors conducts an annual review of the Group’s most
important areas of risk and the internal control.

results

No member of the day-to-day management is a member of the Board of
Directors. All of the owner-elected board members are independent of
the executive management. One of the owner-elected board members
represents the Norwegian Farmers’ Union. Gjensidige has an agreement
concerning the delivery of products and provision of services to the Farmers’ Union’s members. The remaining board members are independent of
important business associates.

The Board of Directors holds physical meetings regularly and holds nine
regular meetings each year. Additional meetings may be held depending
of the matters to be considered and the situation. These meetings may
be held as telephone meetings. In 2009, a total of sixteen board meetings
were held, one of which was a two-day strategy meeting.

governance

Today’s Board of Directors consists of twelve members, four of whom are
elected by the employees. 25 per cent of the customer-elected members
are women; cf. the more detailed presentation of the board members, their
expertise and attendance at board meetings in 2009 on pages 76-77 of the
Annual Report, together with a presentation of the board members on the
Company’s website www.gjensidige.com (governance).

of procedure are available at www.gjensidige.com (governance). Furthermore, the Board of Directors has specified rules of procedure for the CEO,
which regulate the internal division of responsibility and tasks.

perspective

•

professional management of the Company in the common interests of
the equity certificate holders and customers.
One of the objectives is that each gender shall have at least 40 per cent
representation.
The Board of Directors shall be composed so as to be able to act independently of special interests. At least half of the members of the board
should be independent of the company’s general management and
important business associates. At least two customer- and/or ownerelected members shall be independent of the owner committees and
equity certificate holders who own ten per cent or more of the equity
certificates.
Five of the members of the Board are to be recruited from the five
owner committees, one from each committee.
At least one board member shall be elected upon the recommendation
of the equity certificate holders’ representatives on the nomination
committee.

Gjensidige has established a compliance function. The function shall ensure
a reliable compliance with laws, regulations, industry standards, internal
rules and the Board’s and the management’s provisions.
Financial institutions are required to have their own elected control committee. The control committee is independent of the Board of Directors and
management and meets regularly. It ensures that the Company complies
with the current laws, regulations and other rules laid down by the authorities, the Company’s Articles of Association and resolutions by decision-
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making bodies. The committee has full supervision of the operations and
is composed of three members. A list of the control committee’s members
together with the control committee’s rules of procedure is available at
www.gjensidige.com (governance).
The Group’s risk management and internal control are described in greater
detail at several places in the Annual Report; cf. in particular pages 59-64
and note 3.

11. REMUNERATION OF THE BOARD OF DIRECTORS
The nomination committee recommends the remuneration of the Board of
Directors, which is determined by the supervisory board. This remuneration
is not performance-related. None of the board members have options.
No one on the Board of Directors performs special tasks for the Company,
but in 2009 certain board members, together with other elected representatives in Gjensidige, participated in a separate working group that has
studied an alternative model for the customers’ organisation of ownership.
Remuneration is provided for this in accordance with the principles and rates
determined by the supervisory board.
Remuneration of the individual board members in 2009 is specified in note
19.

12. REMUNERATION OF THE EXECUTIVE MANAGEMENT
The Board’s guidelines for determination of remuneration of the executive
management are presented in note 19. The guidelines indicate the main
principles for the policy for the remuneration of executive management, and
they are submitted to the general meeting.

The group CEO’s salary and other financial benefits are determined by the
Board of Directors on the basis of a comprehensive assessment, while
taking Gjensidige’s compensation policy into consideration. The basic
salary is assessed annually and determined on the basis of the wage trend
in the society in general and the financial sector in particular. The bonus
is determined by the Board of Directors on the basis of agreed objectives
and deliveries and can amount to 50 per cent at most of the regular annual
salary. The group CEO receives no other profit-based benefits beside the
above-mentioned bonus.
The group CEO determines the financial terms and conditions for the other
executive management according to constraints that have been discussed
with the compensation committee. Gjensidige’s compensation policy is
used as a basis for these calculations. The total remuneration is determined
by the need to offer competitive terms in the various business areas and
shall help attract and keep managers who promote the Group’s growth and
profitability.
The basic salary for the other executive management is assessed annually
and determined on the basis of the wage trend in the society in general
and the financial sector in particular. The bonus for the executive management can be provided on the basis of specific performance indicators of
defined areas of measurement and discretionary assessments specified in
the scorecard and derived from the Company’s strategies and objectives.
An upper ceiling of 30 per cent of the annual salary is set for the payment
of bonuses. In consultation with the compensation committee, the group
CEO can make exceptions for special positions if it is necessary in order to
provide competitive terms.
None of the executive management have any options.

The guidelines for the determination of remuneration of the group CEO and
other executive management shall support the current strategy and core
values at all times and help the Group achieve its objectives. The remuneration shall be in accordance with the principles specified in the Group’s
compensation policy.
In accordance with the compensation policy that applies to all employees
in the Group, Gjensidige shall not have the highest salaries in the industry,
but will offer competitive pay. It is expected that our employees will view
what the Company offers in terms of pay and benefits as a total package.
The group’s reward systems shall be open, performance-based, fair and
predictable. Rewards are to be linked to the attainment of the Company’s
expressed strategic objectives and financial targets.
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The total remuneration of each individual member of the group management is presented in note19.

13. INFORMATION AND COMMUNICATION
In connection with preparations for a stock exchange listing, it is important
that Gjensidige conduct itself like a listed company with regard to information and communication. Gjensidige maintains open dialogue with all interested parties. Equity certificate holders, potential investors and other players
in the financial market shall have full access to relevant and supplementary
information regarding group strategies and financial targets, economic
growth and financial standing. The Board of Directors has approved
guidelines for reporting financial and other information. The guidelines are
available at www.gjensidige.com (investor).

this is gjensidige
operations

At least one meeting between the Board of Directors and the auditor, where
the CEO or other executive management are not present, shall be held
annually.

Guidelines have not been specified for contact with owners outside of the
general meeting. These guidelines will be drafted and approved prior to a
stock exchange listing by Gjensidige.

The chosen auditor shall attend meetings of the Company’s control committee at least twice a year. According to current practice, an external auditor
attends all of the meetings of the control committee.

14. CORPORATE TAKEOVERS

The Company’s guidelines set constraints on the purchase of supplementary services from the selected auditor. Furthermore, the audit committee
shall monitor the auditor’s independence, including the services other than
auditing that are provided by the auditor. The breakdown between auditor’s
fees and consulting fees is presented in note 18. The supervisory board
approves the auditor’s remuneration. In the meeting, information is provided
about the breakdown of the auditor’s remuneration into auditing and other
services.

Gjensidige is a mutual insurance company and can therefore not be acquired
or bought up without its own involvement. The Company has therefore not
prepared any main principles for use in connection with possible takeover
offers.

15. AUDITOR
The auditor shall annually present the main features of the audit plan to the
Board of Directors and attend board meetings when the annual accounts
are considered. The auditor’s assessment of the internal control related to
financial reporting is considered by the Board of Directors.

governance

The Company has established a separate IR function, which has a prominent
position in the central management and a goal of ensuring that the information work is always in accordance with the best practice.

An external auditor is selected by the supervisory board in accordance with
a recommendation from the Company’s nomination committee. The Board
of Directors has specified policy and guidelines for the relationship to the
selected auditor. At least once every seven years, tenders will normally be
solicited from several accounting firms to perform the statutory auditing of
the company.

perspective

Gjensidige has gathered all relevant owner information about the Group at
www.gjensidige.com. This is the most important tool for providing information to everyone that is identical, up-to-date and relevant. A financial
calendar with dates for publication of financial information and notification
of general meetings and meetings of the supervisory board is also published
on this web page.

results
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BOARD OF DIRECTORS
The Board of Directors has twelve members, of which four are elected by and amongst the employees. The chairman and deputy chairman are elected by the Supervisory Board. The composition of
the Board of Directors shall be in accordance with the general requirements (expertise, gender and
location) stated in the Company’s Articles of Association. In 2009 16 board meetings were held.

76

Inge K. Hansen
Chairman

TROND VEGARD ANDERSEN
Board member

Karen Marie Hjelmeseter
Board member

Mr. Hansen was appointed Chairman of the
Board of Directors of Gjensidige in 2008. He is
now an advisor and has previously held positions
such as senior manager of Statoil and CEO of
Aker Kværner. Mr. Hansen is Chairman of the
Board of Avinor AS, NorSun AS, NorWind AS
and of Bertel O. Steen AS and board member
of Hydro, Jiffy International AS, Sissener AS and
Master Marine AS. Mr. Hansen is a graduate
from the Norwegian School of Economics and
Business Administration (NHH). Hansen has been
present at 16 board meetings.

Mr. Andersen was appointed to the Board of Directors of Gjensidige in 2009. Mr. Andersen is CEO
of Fredrikstad Energi AS (FEAS). He is Chairman of
the Board of all the subsidiaries of FEAS, and board
member of Værste AS (district development in Fredrikstad). Mr. Andersen is a state authorized public
accountant and is a graduate from the Norwegian
School of Economics and Business Administration
(NHH). He has 13 years of experience with auditing
and consultation from PriceWaterhouseCoopers,
where he mainly worked with companies in the
banking/finance and energy sectors. Andersen has
been present at 8 board meetings.

Ms. Hjelmeseter was appointed to Gjensidige’s
Board of Directors in 2008. She has a farm and
also works part-time for Sogndal municipality.
Ms. Hjelmeseter has previously been a local
government politician and Chairman of the
municipal council. She is Chairman of the Board
of Alarmsentralen in Sogn og Fjordane IKS, Taxi
Transport Service Sogn og Fjordane AS and Sogn
og Fjordane Art Museum, and she is member
of the Board of Sognekraft AS. Hjelmeseter has
been present at 15 board meetings.

Randi B. Sætershagen
Deputy Chairman

PER ENGEBRETH ASKILSRUD
Board member

Tor Øwre
Board member

Ms. Sætershagen was appointed to Gjensidige’s
Board of Directors in 2005. Ms. Sætershagen is
now an advisor and has previously held positions
as general manager of Swix Sport AS, marketing director of Norsk Tipping AS, Norske Skog
Flooring AS and Moelven Brug. Ms. Sætershagen
holds a master’s degree in business and economics from the Norwegian School of Management
(BI), and has 20 years of experience as manager
in several companies both nationally and internationally. She is the Chairman of the Board of
Kunnskapsparken Hedmark AS, and member of
the Board of Elsikkerhet Norge AS and Briskeby
Eiendom 1 AS. Sætershagen has been present at
16 board meetings.

Mr. Askilsrud was appointed to Gjensidige’s
Board of Directors in 2009. He is a lawyer and
runs his own legal practice. Mr. Askilsrud holds a
law degree.

Mr. Øwre was appointed to Gjensidige’s Board of
Directors in 2003. He has professional experience
in management, sales, system engineering and
programming, and has been managing director
of Kommunedata Nord-Norge AS and served as
senior manager of IBM. He is a graduate of the
Norwegian School of Management (BI) and the
North Norwegian Leadership Institute (NNL).
Øwre has been present at 16 board meetings.
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Askilsrud has been present at 9 board meetings.

Alternate members for Hansen,
Hjelmeseter, Andersen, Askildsrud,
Sætershagen og Øwre
1. Valborg Lippestad
2. Sissel Monsvold

this is gjensidige
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Gunnhild H. Andersen
Board member

Kjetil Kristensen
Board member

Mr. Wettre was appointed to Gjensidige’s Board
of Directors in 2005 to represent the interests
of the Norwegian Farmers’ Union. He is a farmer
in Asker, and Chairman of the Board at “Norsk
Landbruksrådgivning Østafjells”, member of the
Board at “Norsk Landbruksmuseum” and project
manager in the Norwegian Farmers’ Union.
Wettre has been present at 15 board meetings.

Ms. Andersen was appointed to Gjensidige’s
Board of Directors as an employee representative
in 2008. She is a customer advisor in Gjensidige. Ms. Andersen is a member of the Board
of Finance Sector Union’s geographic division
Østfold. Andersen has been present at 15 board
meetings.

Mr. Kristensen was appointed to the Board
of Directors of Gjensidige as an employee
representative in 2008. He is a senior customer
advisor in Gjensidige. Mr. Kristensen is also the
senior employee representative for the Private
Division and is member of the executive committee of the Finance Sector Union of Norway.
Mr. Kristensen is educated in ICT and economics
from the University College of Finnmark. Kristensen has been present at 16 board meetings.

Hans-Erik F. Andersson
Board member

Marianne Bø Engebretsen
Board member

Gunnar Mjåtvedt
Board member

Mr. Andersson was appointed to the Board of
Directors of Gjensidige in 2008. Mr. Andersson
is currently an advisor and has previously been
managing director of Skandia Insurance Company
Ltd, the Nordic manager for Marsh & McLennan
and Executive Director of Mercantile & General Re.
Mr. Andersson is Chairman of the Board of Semcon AB, Erik Penser Bankaktiebolag and Canvisa
AB, and a board member of Cision AB. Andersson
has been present at 14 board meetings.

Ms. Engebretsen was appointed to Gjensidige’s
Board of Directors as an employee representative
in 2007. She is the business and administration
manager of Sikkerhetsbutikken, Gjensidige’s
safety shop, and has previously worked with
marketing and product development in
Gjensidige. Ms. Engebretsen is a member of the
control committee of The Norwegian Federation
of Co-operative Housing Associations. She holds
a bachelor’s degree in market communications.
Engebretsen has been present at 13 board
meetings.

Mr. Mjåtvedt was appointed as an employee
representative to the Board of Directors of
Gjensidige in 2007. He is Gjensidige’s senior
employee representative. Mr. Mjåtvedt’s background is in sales and management, and
he has nearly 20 years experience in the
insurance sector. Mjåtvedt has been present at

Personal alternate member for Wettre

perspective

Hans Ellef Wettre
Board member

Harald Milli

governance

John Ove Ottestad

results

Personal alternate member for
Andersson

16 board meetings.

Alternate members for Andersen,
Engebretsen, Kristensen og Mjåtvedt
1.	Ingvild Sollie Andersen
2. Christian Kristensen
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GROUP MANAGEMENT
Gjensidige’s group management of eight persons has an average of 14 years of experience in
the industry. Five of these senior managers have been in the group management for the last eight
years. In this period, Gjensidige has evolved into a financial group with operations in Norway,
Sweden, Denmark and the Baltic states.

1

2

1 Helge L. Baastad
Group CEO
Mr. Baastad was appointed CEO of the Group in 2003. He joined Gjensidige
in 1998 as executive director of Gjensidige Forsikring and has held various
executive positions within the Group, including executive vice president
of Gjensidige Forsikring. Mr. Baastad has been a member of the group
management since 2001. Before joining Gjensidige, he held various executive positions at Jordan AS from 1987 to 1998 and at Denofa og Lilleborg
Fabrikker, a unit of Orkla ASA, from 1984 to 1987. Mr. Baastad holds the
title of several board positions, including Finance Norway (FNO) and Jordan
AS. Additionally he is Chairman of the Board of Gjensidige Bank Holding AS,
Gjensidige Pensjon og Sparing Holding AS and Gjensidige Pensjonsforsikring
AS. Mr. Baastad is a graduate of the Norwegian School of Economics and
Business Administration (NHH).

2 Tor M. Lønnum
Deputy CEO and Group CFO
Mr. Lønnum was appointed deputy CEO and Group CFO in 2004. Mr.
Lønnum joined Gjensidige in 1999 and has held various executive positions
within the Group, including executive vice president of strategy and group
development. Mr. Lønnum has been a member of the group management
since 2001. Before joining Gjensidige, he held various executive positions,
including CFO of Skipper Electronics AS from 1991 to 1993 and was manager at KPMG from 1996 to 1999. He is also a board member of Gjensidige
Pensjon og Sparing Holding AS, Sparebank 1 SR-Bank and Chairman of the
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3

4

Board of Glitne Invest AS. Mr. Lønnum is a state authorised public accountant from the Norwegian School of Economics and Business Administration
(NHH), and holds a degree in accounting from the Norwegian School of
Management (BI) as well as an executive MBA from the University of Bristol
and Ecole Nationale des Ponts et Chaussées.

3 Bjørn Walle
Executive Vice President, Commercial
Mr. Walle was appointed executive vice president, commercial, in 2008. He
has been part of the group management since he joined Gjensidige in 2003
as Executive Vice President for Region South. Before joining the Company,
Mr. Walle held various executive positions within the private and public
sector since 1983, including chief officer of the county of Vestfold from
1988 to 1993 and managing director of Sparebanken NOR/ Gjensidige NOR
Sparebank from 1998 to 2000. He is also deputy chairman/member of the
boards of the hospitals in Vestfold and Telemark. Mr. Walle is a graduate of
the Norwegian School of Economics and Business Administration (NHH).

4 Bjørn Asp
Executive Vice President, Pension and savings
Mr. Asp was appointed executive vice president, pension and savings, in 2005.
He joined Gjensidige in 1982 and has held various executive positions within
the Group. He has been a member of the group management since 2001. Mr.
Asp holds a degree in economics from Handelsakademiet.

this is gjensidige
operations
perspective

5

6

Mr. Danielsen was appointed executive vice president , product/ underwriting general insurance Norway in 2009. He joined Gjensidige in 2006, and
has been a member of the group management since 2009. He has has held
various executive positions within the Group, including executive director of
Gjensidige Pensjon og Sparing. Before joining Gjensidige, he held a positions
at McKinsey, and executive positions at BearingPoint, Storebrand and If.
Danielsen holds a Bachelor of Science in Business Administration from the
University of Bath, and a law degree from the University of Oslo.

Mr. Bøhler was appointed executive vice president, international general
insurance, in 2007. Mr. Bøhler joined Gjensidige in 1998 and has been
a member of the group management since 2004. He has held various
executive positions within the Group. Before joining Gjensidige, Mr. Bøhler
held various executive positions at Samvirke Forsikring from 1989 to 1998.
Mr. Bøhler is the Chairman of the Supervisory Board of Gjensidige Baltic,
Managing Director of Gjensidiges Arbejdsskadeforsikring A/S, Chairman
of the Board of Tennant Holding AB and Tennant Försäkringsaktiebolag,
General Agent of Gjensidige Forsikring BA, danish branch. Mr. Bøhler holds a
bachelor’s degree in statistics from the University of Oslo.

7 Trond Delbekk
Executive Vice President, Private
Mr. Delbekk was appointed executive vice president, private, in 2008. He joined
Gjensidige in 1997 and has held various executive positions within the Group
including executive vice president of Region East and Strategic Management.
Mr. Delbekk has been a member of the group management since 2001. Before
joining Gjensidige, he held various executive positions including executive director and director in the banking and insurance departments of Nordea and at
Sparebanken NOR. Mr. Delbekk is Chairman of the Board of Hjelp24 NIMI AS
and Fredrikstad Stadion AS, and member of the Board of Integrasjonspartner
AS. Mr. Delbekk holds a bachelor’s degree in economics as well as a Master of
Management degree from the Norwegian School of Management (BI).

8 Jørgen Ringdal
Executive Vice President, Group Staff and General Services

results

6 Petter Bøhler
Executive Vice President, International General Insurance

8

governance

5 MARTIN DANIELSEN
Executive Vice President, Product/ Underwriting General
Insurance Norway

7

Mr. Ringdal was appointed executive vice president, group staff and general
services, in 2006. Mr. Ringdal has been a member of the group management
since he joined Gjensidige in 1996 as executive vice president for economics
and finance. Before joining Gjensidige, he held various executive positions,
including assistant chief auditor at Norges Bank (the central bank) from 1989
to 1992, and was a manager at KPMG from 1993 to 1996. Ringdal is also
General Manager of Gjensidige Bank Boligkreditt AS, Chairman of the Board of
Gjensidige Pensjonskasse and member of the Board of Gjensidige Bank Holding AS. Mr. Ringdal is a state authorised public accountant and holds an MBA
from the Norwegian School of Economics and Business Administration (NHH).
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supervisory board,
Control committee and
Nomination committee
::

supervisory board

Chairman Kirsten Indgjerd Værdal
Deputy chairman Trond Bakke

Members from equity certificate holders and fire mutuals
East
Anne Lovise Eriksen
Atle Vidar Hansen, personal alternate member
Marit Frogner
Ragnhild Lunde Di Leo, personal alternate
member
Marthe Sondov
Jarle Øien, personal alternate member
Inland
Trond Bakke
Hans Løvehaug, personal alternate member
Bjørn Iversen
Arne Mohn, personal alternate member
Kari Skramstad
Brynhild Foss, personal alternate member
South
Lilly T. Stakkeland
Tone Standal, personal alternate member
Ivar Kvinlaug
Karl Tore Pedersen, personal alternate member
Ingunn Vik Launes
Hanne S. Fretheim, personal alternate member
West
Anne Lise Hessen Følsvik
Kristian Westad, personal alternate member
Ingun G. Leikvoll
Marit Bleie Mannsåker, personal alternate
member
Magny Husetuft Myklebust
Per Hilleren, personal alternate member
Tone Marie Ramsli
Per Bergøy, personal alternate member
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North
Sidsel Helene Meyer
Johan Petter Røssvoll, personal alternate member
Kirsten Indgjerd Værdal
Britt Elin Strand, personal alternate member
Jon Øverås
Hallvard Strømme, personal alternate member
Fire mutuals
Gunn Ellen Dybvik, Eidsberg Gjensidige Brannkasse
Astrid Myro Rust,
Gjensidige Hallingdal, personal alternate member
Arne G. Krog, Marker Gjensidige Brannkasse
Lars Muribø, Indre Sunnmøre Gjensidige Branntrygdelag, personal alternate member

Members from partner
organisations
Norgwegian Automobile Association (NAF)
Jarl E. Jakobsen
Knut F. Jenssen, personal alternate member
Svein Rasen
Finn Wollebæk, personal alternate member
Magne Revheim
Kjersti Løge, personal alternate member
Odd Samuelsen
Jan M. Jansen, personal alternate member
Norgwegian Farmers’ Union
Åse Ingebjørg Homme
Arna Høyland , personal alternate member
Berit Hundåla
Hans Edvard Torp, personal alternate member
Eli Reistad
Erik Hørlück Berg, personal alternate member
Harald Velsand
Toril Wikesland, personal alternate member

NITO
Erik Prytz
Odd Brede Gundersen, personal alternate
member
Norwegian Farmers’ and Smallholders Union
Vegard Vigdenes
John Petter Løvstad, personal alternate member
Confederation of Vocational Unions (YS)
Tore Holme
Bjørn Tore Stølen, personal alternate member
Tore Eugen Kvalheim

employee-elected members
Jon Aniksdal, Trondheim
Kari Balke, Gjøvik
Ellen Kristin Enger, Skien
Lars Foyn, Sollerud
Anne Morken Hassel, Trondheim
Harry Helmersen, Hamar
Harald Kilvær, Lillehammer
Elisabeth Katai Knudsen, Sollerud
Børge Rydningen, Tromsø
Vibeke Thomassen, Sollerud
Lasse Vold, Sollerud
Tore Vågsmyr, Drammen
Roger Warud, Drammen
Hanne Årstadvold, Steinkjer
Petter Aasen, Sollerud
Alternate members
1. Ottar Bergsrønning, Melhus
2. Karl-Erling Nordlund, Sortland
3. Tor Erik Silset, Sollerud
4. Frank Nilsen, Fredrikstad
5. Siv Dammyr, Sollerud
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nomination
committee

Chairman of the Supervisory board is chairman
of the nomination committee.
Kirsten Indgjerd Værdal, chairman

::

operations

::

control committee

Marit Tønsberg, chairman
Snorre Inge Roald, deputy chairman
Tove Melgård
Alternate member
Joar Kavli
perspective

Jan Eyolf Brustad, East
Sigmund Lereim, personal alternate member
Clara Eline Faraasen, Inland
Ola M. Qvale, personal alternate member
Ivar Kvinlaug, South
Bente R. Tangen, personal alternate member
Gøril Guddal, West
Sjur Aarestrup, personal alternate member
Arne-Julius Maske, North
Karin Hovde, personal alternate member
Iwar Arnstad, fire mutuals
Halvor Ulven, personal alternate member

governance

Representatives for the employees’ members
of the supervisory board who participate in the
nomination committee’s work of nominating
the Chairman and a deputy Chairman of the
Board of Directors.
Ellen Enger
Per Clausen
Karl-Erling Nordlund, alternate member
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The Gjensidige Group achieved a solid profit before tax of NOK 3,166.5 million in 2009.
The combined ratio for the general insurance operations was 94.8 per cent, whereas the
financial return for the Group’s investment portfolio was 5.5 per cent. The Board of Directors recommends that NOK 1,650 million be paid in dividends for 2009, corresponding to
71.6 per cent of the profit for the year after tax.
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REPORT OF THE BOARD OF DIRECTORS

Operations

OPERATIONS
Gjensidige Forsikring BA, (Gjensidige Forsikring) has its head office in
Oslo. The objects of the business are to meet the security needs of its
policyholders by offering competitive insurance products and other related
services. Gjensidige Forsikring is the parent company in the Gjensidige
Group (Gjensidige).

In Norway, Gjensidige also offers products in pensions and savings to
private and commercial customers, as well as banking services for private
individuals. Furthermore, the Group offers health care services under the
brand Hjelp24. Hjelp24 delivers products and services in work environment
surveying, corporate health care services, personal security alarm services,
operations at private hospitals and specialist services.

Gjensidige’s business model is based on an integrated value chain from
provision of financial services and products through distribution and
ownership to customer relations. This facilitates the streamlining of all
processes and deliveries, which in turn helps promote high efficiency and
low cost ratios. Together with a strong brand and a customer base of
almost one million customers, this gives Gjensidige a solid position in the
Norwegian general insurance market.
In order to further develop the core business operations, priority is given
to being able to offer the customers a broad range of products in general
insurance and insurances of the person. Gjensidige is currently a complete
supplier of these products to Norwegian private and commercial customers. A further development and expansion of the loyalty and organisation customer programmes is important in order to broaden the depth and
breadth of existing customer relations. This helps increase the number of
satisfied customers and reduce the churn, and it supports various measures to sell banking, pension and savings products to insurance customers.
The Group’s own data shows that customers who enter into a customer
programme in the private and agricultural market are customers with Gjensidige for an average of a little over 12 years, whereas other customers
stay with Gjensidige for an average of a little over five years.
Customer services in Norway are organised in two divisions, Private and
Commercial, which in turn strengthen the distribution system and provide
ample opportunities for cross sales of products and services. Variation
and breadth in the distribution system are important in order to be able to
meet the various customer groups’ desires and to be able to better handle
new sales, renewals and cross-sales activities. The Group invests substantial funds in the development of technology-based and more efficient
distribution channels, e.g. telephone-based sales and customer centres
and an integrated Internet portal. New sales will be conducted through
these distribution channels to a greater extent than before.
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results

The general insurance operations include products in both general
insurance and insurances of the person. The Norwegian general insurance
operations also include life insurance which is a pure risk insurance of at
most one-year’s duration, including group life insurance, which is the
largest product. In the private market, which in Norway also includes
the agricultural market, the Group offers insurance products related to
the motor vehicle, property, personal, agricultural and other insurance
products, such as travel and leisure insurance. In the commercial market,
which also includes municipalities and municipal operations, the Group
offers insurance products related to motor vehicle, property, personal,
liability and marine/cargo.

Gjensidige’s overarching goal is to be a leading, profitable and customeroriented general insurance company in the Norwegian market. The
Norwegian general insurance operations are the Group’s core operations.
The Group’s other target areas shall mainly support the core business
operations by offering a broad range of relation-building products and
services, such as banking and pensions and savings to the Norwegian
general insurance customers, as well as achieving economies of scale by
concentrating on general insurance in the Nordic countries and the Baltic.

Governance

The Group’s core business operations are in general insurance and about
80 per cent of these operations, measured in earned premiums, are related
to Norway. Gjensidige is the largest Norwegian-owned general insurance
player in the Norwegian, Danish, Swedish and Baltic insurance markets.

Goals and strategy

perspeCtive

The Group’s general insurance operations achieved satisfactory profitability in 2009 even though the growth in premiums was somewhat lower
than the previous year. Measures initiated to reduce costs yield the planned results, and both the cost ratio and the loss ratio were reduced during
the year. The pension and savings and banking business areas trended
positive throughout the year, even though there was less growth in these
areas as well. Operating income in the health care services increased
slightly from 2008 to 2009, and the business area reported a profit and an
adequate EBITA margin. The biggest contributor to the Group’s profit for
the year 2009 was net income from investments, which improved considerably from the previous year.
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The Group’s focus on the more relationship-building product and service
areas of banking, pension and savings, and health care services shall
strengthen the Group’s competitiveness and help develop Gjensidige as
a customer-centric player. The Group’s substantial customer base represents a unique opportunity to succeed with profitable growth through
the cross sale of new services to insurance customers. A diversified
product portfolio will allow Gjensidige to capitalise to a greater extent on
the value of its existing customer base and distribution platform.
Gjensidige’s health care services operation, Hjelp24, has grown considerably since its start-up in 2004, and it is currently the largest and leading
player in the private health care services sector in Norway. The objective
is further expansion through a combination of organic growth and acquisition. The current operations are limited to the Norwegian market, but a
clear potential for economies of scale means that both the Swedish and
Danish markets are regarded as interesting in the coming years.
Gjensidige has a long history in life and pension insurance operations, first
directly through Gjensidige Livsforsikring, and later Gjensidige NOR Spareforsikring, and indirectly in Vital through the stake in DnB NOR. In 2006, Gjensidige
relaunched its own pension insurance operations in Gjensidige Pensjon og Sparing. The same year the Group purchased its first shareholding in Storebrand.
Gjensidige currently owns 24.33 per cent of the shares in that company. These
purchases of shares reflect Gjensidige’s belief in the life insurance market in
general and in the underlying assets in Storebrand in particular. The stake
in Storebrand is regarded as a long-term strategic investment, and together
with Gjensidige’s own investment in the pension market it gives the Group a
substantial exposure in the Norwegian and Swedish life insurance markets.
Through growth in general insurance in the Nordic countries and the
Baltic, the Group shall achieve economies of scale in the form of synergies
that contribute to the long-term value creation, increased competitive
strength through the addition of new customers and greater risk diversification through a larger and more diversified portfolio. The cost synergies
are especially achieved in the areas of reinsurance, development and management of insurance products, common guidelines for underwriting, more
efficient capital allocation and common ICT solutions. There is also a clear
potential for synergies on the income side. The Group’s Danish operations
have leading expertise in insurance solutions for the municipal sector, for
example, which is a valuable platform for the Group’s development of corresponding offers in the other Nordic countries. Furthermore, Gjensidige’s
expertise in multi-distribution channels amounts to a significant competitive advantage that should also be utilised in the other markets.
In addition to organic growth, Gjensidige will also seek to achieve growth
in the future through the acquisition of businesses that support the
Group’s growth strategy within product breadth and geographically, provided that the transactions meet the Group’s long-term return on equity
requirements of 15 per cent before tax.
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The Group’s capital management is based on Gjensidige’s internal riskbased capital model and should ensure that the capital cost is taken into
consideration when making decisions on the allocation of capital. This
allows the management to assess the relationship between risk in the
investment and the insurance operations while ensuring that the pricing
of the insurance products reflects the capital cost and the long-term
profitability requirements.
To ensure access to capital to finance future growth and development, Gjensidige decided in the autumn of 2007 to issue equity certificates through
a reclassification of 25 per cent of the equity as equity certificate capital.
According to the plan, the equity certificates were to be listed in Oslo Børs
(the Oslo Stock Exchange) in the autumn of 2007/the spring of 2008, but as
a result of the turbulence in the capital markets the listing was postponed.
In its meeting March 10, 2010, the Board of Directors decided to propose
for the Annual General Meeting a conversion of Gjensidige Forsikring BA
to a public limited company (ASA) with the intention to list the shares on
Oslo Børs during second half of 2010. The purpose of a listing is to give
the Group greater flexibility and more opportunity to take part in the
structural changes affecting the financial sector in the Nordic countries.
A listing will give the Group an equity instrument that can be used in
the event of any acquisition that may occur or in some other manner to
finance the growth strategy, within breadth as well as geographically,
whilst is will also place a value on Gjensidige.
Gjensidige is and shall be an attractive workplace that attracts, challenges
and develops motivated and competent employees and managers. This
will be achieved through a strong concentration on management and employee development, the development of good and fair reward models and
a systematic effort to further develop the expertise in the organisation.

Financial targets
Gjensidige’s primary financial target is a return on equity of 15 per cent
before tax. In addition, the Group should have a capitalisation that ensures
an A rating. Gjensidige has substantial capital buffers relative to internal
risk models, statutory capital adequacy requirements and an A rating.
The Group’s return on equity before tax came to 15.2 per cent in 2009,
which was slightly above the targeted level. The Group’s A rating was last
confirmed by Standard & Poor’s in October 2009.
The sound capitalisation has been crucial in the formulation of the Board
of Directors’ dividend policy. The target is to distribute from 50 to 80 per
cent of the profit after tax for the year as dividends. The dividend policy
and the Board of Directors’ proposed dividend for the 2009 financial year
are commented in greater detail in the section on the allocation of profit.
Up to 2008, the Group had a target of an average combined ratio of 97
per cent for the Norwegian general insurance operations. In connection
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ringar in November 2009 (sources: Insurance Supervisory Commission of
the Republic of Lithuania; Latvian Insurers Association; Statistics Estonia),
which is just under the targeted level of a ten per cent market share. The
market shares in Denmark and Sweden were 3.0 (Gjensidige’s own estimate by year end 2009) and 0.7 per cent at the end of third quarter 2009
respectively (source: The Swedish Insurance Federation).
In a three to five year perspective, Gjensidige has a goal of becoming the
third-largest general insurance company in the Nordic countries, measured
in earned premiums. At the end of 2009, the Group was the fourth largest
player (source: Gjensidige’s own calculations)..

In a highly competitive market, customer satisfaction will become more
and more important in order to retain the customers and in order to develop the commitment to each individual customer. Gjensidige is working
systematically to improve customer satisfaction. A comprehensive group
programme has been initiated to identify and improve the perceived value
of being a customer of Gjensidige.

Governance

Both the pension and savings operations and Gjensidige Bank are still in
a start-up phase. The target is for the bank to reach breakeven level in
2010 and for pensions and savings to do so in 2011. In the long run, both
business areas should achieve a return in accordance with the Group’s longterm return targets. The target for the health care service operations is an
EBITA level between six and eight per cent. In 2009, the health care service
operations achieved an EBITA of 6.4 per cent. This was adequate in a year
where our income has been significantly affected by the financial crisis.

Gjensidige has chosen customer orientation as a strategic direction for the
Group, based on the Company’s vision “We shall know the customer best and
care the most”. As a result, Gjensidige is making systematic efforts to improve
the relations with the customers. Gjensidige conducts regular surveys of
the customers’ perceptions of the service that is provided them. Customer
satisfaction is surveyed and followed up on a monthly basis. In order to get
an external benchmark of the results, Gjensidige has chosen to take part in
the sector-independent Norwegian Customer Barometer survey. In recent
years, our customer satisfaction score has been between 72 and 74 points.
This shows that Gjensidige is one of the banking and insurance companies
that score best. The ambition is to further improve this achievement.

perspeCtive

Customer orientation
The combined ratio for the general insurance operations ended up at 94.8
per cent in 2009. However, an accounting provision of NOK 72.1 million was
undertaken in 2009 in connection with the ongoing restructuring process
in the Group’s staff and support areas and in connection with a reduction
in office space in several locations. Adjusted for this non-recurrent provision
and a provision for collective bonus to the employees of NOK 46.0 million,
the combined ratio was 94.0 per cent in 2009, an improvement over 94.4 in
2008 and in keeping with the targeted trend up to 2011.

Operations

with the Board of Directors’ evaluation of the Group’s strategy and
financial targets in 2008, the target from and including 2011 was reduced
to a combined ratio of between 90 and 93 for the total general insurance
operations. As a result of the more stringent combined ratio target, the
target for claims incurred is that they shall be reduced by NOK 400 to 500
million (from the 2007 level, adjusted for inflation) and likewise that operating expenses shall be reduced by NOK 300 to 400 million (from the 2007
level, adjusted for inflation), both with full effect starting in 2011. An important consequence of the revised earnings target is that the Group will
give priority to profitability in insurance over increased market shares. If
the premium level increases more slowly than anticipated, both the claims
incurred and the operating expenses will have to be further reduced.

Market position

In the private segment, which also includes agricultural insurance products,
the Company had a market share of 27.5 per cent. In the agricultural
market considered in isolation, the market share was 71.9 per cent in an
overall market of NOK 1,131.7 million. The market share in the commercial
segment was 30.6 per cent at year-end.
In the Baltic general insurance market, Gjensidige had a market share of
9.2 per cent including the portfolio that was acquired from Länsförsäk-

Distribution
Gjensidige has a little less than a million customers in Norway, about
890,000 private customers and 93,500 commercial customers. The private
customers are served through a variety of distribution channels, such as
local offices, customer and sales centres, and the Internet, whereas the
commercial customers are served by telephone and business centres and
through local representatives. The 500 biggest commercial customers are
served by a separate organisational unit together with customers through
the system of brokers.

results

Gjensidige var den ledende aktøren innen norsk landbasert skadeforsikGjensidige was the leading non-marine general insurance player in Norway
in 2009 with a market share of 28.4 per cent in an overall market of NOK
40,878.3 million. (Source: Norwegian Financial Services Association, FNO.)
Compared with 2008, the market share decreased by 1.2 percentage
points (from 29.6 per cent in 2008). This change was mainly attributed to
increasing competition, both from established financial groups with a new
and broader range of products and from foreign insurance players.

The distribution of roles among the various channels has been modified
and clarified in recent years. Among other things, this entailed a reduction
in the number of local offices from 141 at the end of 2005 to 53 at the
end of 2009. At the same time, sales centres (outgoing call centres) were
established to improve the efficiency of new sales.
At the end of 2009, a total of 22 local offices had been upgraded to fi-
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nancial offices, which are offices offering the full range of products, which
can attend to all of the customers’ needs in insurance, banking, pensions
and saving. The customers are now offered products and services through
one point of contact, which greatly improves the possibility of increased
sales of a broader range of products.
Gjensidige has good, effective solutions for sales over the Internet. Gjensidige.no is a complete financial portal for insurance, banking, pensions and
savings. The customers gain access to and information about products
and services in one place through “My Page”. Most insurance damage is
reported electronically over the Internet. There were 5.5 million visits to
the website, gjensidige.no, in 2009, an increase of 14 per cent over 2008.
Sales over the Internet increased by almost 50 per cent from 2008 to
2009. Continued rapid growth in this distribution channel is anticipated.
In the Danish private market, the distribution is mainly conducted by
phone. In addition, private products are sold through partners, including
Kia Motor, the Danish Consumers Co-operative Society (FDB), and starting
in 2010 the Danish Association of Managers and Executives. In the Danish
commercial market, the distribution is mainly conducted in cooperation
with brokers. In the Swedish private market, the distribution is conducted
both directly by phone and Internet and through insurance mediators
(partners and agents). In the commercial market, the distribution is mainly
through insurance brokers and partners. The most important distribution
channels in the Baltic market are direct sales and sales via insurance agents
and brokers. In addition, Statoil service stations are important distribution
channels in Latvia. Sales over the Internet are also becoming more important in the Baltic market.
In the municipal market, the distribution is conducted either directly or by
brokers. Gjensidige has also positioned itself for the delivery of products
adapted to the individual distribution channels (white label) both in
Norway and in the rest of the Nordic region. Sales are conducted through
strategic partners, which sell the products under their own or Tennant’s
brand name.

YEAR 2009
Important events
In 2009, a number of measures were initiated that should help achieve
the revised target of between 90 and 93 for the combined ratio by the
beginning of 2011. With regard to premiums, these were mainly activated
measures that were expected to increase the market power after a few
years, including the start-up of a separate customer and brand school for
training and instruction of salespersons and sales managers. The establishment of this school is meant to help give Gjensidige a leading position in the
development of concepts for the sale of services through a modern sales
culture and high professionalism in the dialogue with customers. Gjensidige’s
customer and brand school have also developed training programmes for
claims managers and claims handlers. Gjensidige is working on new insurance
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rate models to ensure correct pricing of insurance risk. For example, Gjensidige began to use a new vehicle insurance rate in September 2009, which is
expected to make the Company more competitive in the various customer
segments by introducing a more correct pricing of risk. In December, the
works commenced on a new home insurance rate, which will help make the
Company even more competitive through a more correct pricing of risk.
In order to reduce the level of claims incurred by between NOK 400 and
500 million (from the 2007 level, adjusted for inflation) by 2011, a number
of projects were initiated in 2009 – a total of about 350 different measures that can be broken down into three main categories:
• Measures to reduce the claims processing time, which, among other
things, would give lower compensation for loss of income, taxes and
interest.
• Measures to reduce the claims processing expenses through increased
efficiency in the settlement organisation. Introduction of new technology and new service concept solutions shall support the efficiency
improvement ambitions.
• Measures to prevent or reduce claims incurred through a greater focus
on the detection of fraud and greater utilisation of the possibilities of
reducing and recovering benefits.
Considerable efforts have been made to reduce claims incurred, and at the
end of 2009 the project was somewhat ahead of schedule.
In addition, the operating expenses should be reduced by between NOK
300 and 400 million (from the 2007 level, adjusted for inflation) by 2011.
This should be achieved by improving the efficiency of the staff and support
functions, e.g. through a reduction in the number of full-time equivalents
(FTEs). A decision was also made to reduce office space in several locations,
which entails a need for renovation and the buying out of existing contracts.
Therefore, the Board of Directors resolved in 2009 to allocate NOK 72.1
million to the restructuring process. At the end of 2009, the process of
reducing the operating expenses was proceeding somewhat ahead of plan.
Starting on 1 October 2009, the Swedish insurance operations were organised as a branch of the Norwegian parent company. The same applies to
the Danish general insurance operations starting on 1 January 2010. The
exception is Danish workers compensation insurance, which is organised
in the Group’s Danish company for worker compensation insurance. The
establishment of branches improves the premises for working internationally at the same time as a simplified decision-making structure contributes to more efficient operations. The organisation into branches has a
positive effect on the target of reducing expenses.
In the first quarter of 2009, discussions were held about a possible merger
of Gjensidige and Storebrand. Due diligence was conducted by both
companies, with no significant findings. However, the discussions were
concluded without any results in March.

This is gjensidige

In November 2009, Gjensidige invested about NOK 866 million in equity
certificates in SpareBank 1 SR-Bank, which was equivalent to a little over
17 per cent of the equity certificates in the bank. The purchase represents
a long-term financial investment in a profitable and competitive bank that
operates in a market area with a good financial outlook.

In July 2009, amendments were made in the Financial Institutions Act,
which allow for an alternative model for customer governance in Gjensidige. As a result of these amendments, a study has been carried out to
assess an alternative model for organising the customers’ ownership. This
study has lead to the Board of Directors’ decision to propose a conversion
of Gjensidige to a public limited company (ASA).
Throughout all of 2009, Gjensidige has worked on preparations for the
Solvency II regulations, which will entail a new standard for calculating
capital requirements, requirements for risk management and reporting of

COMMENTS ON THE ANNUAL ACCOUNTS
Gjensidige reports consolidated financial information in accordance with
the International Financial Reporting Standards (IFRS).
As a result of amendments in IAS 1 Presentation of financial accounts, the
format of the financial statements was amended starting in 2009. The income statement was amended in order to better reflect the various business
areas in the Group. A separate statement of changes in equity is presented.
Other transactions that are recognised directly in equity are included in
the statement of comprehensive income, which was referred to earlier as
the statement of recognised income and expenses. The changes are of no
significance to the measurement and recognition of the individual items in
the accounts. The corresponding figures have been equivalently revised.

results

Changes in the regulatory framework

Gjensidige aims to apply for approval of an internal model in order to
calculate the regulatory capital requirements under Solvency II. Since
2004, Gjensidige has developed a so-called Asset Liability Management
(ALM) model that is used in capital management. This model will be
further developed in both scope and areas of use. Based on the available
information about Solvency II, it is assumed that the new regulations will
result in requirements for higher capitalisation at the same time as the
requirements for good risk management are made more stringent and the
requirements for reporting to the authorities and the market may make
the Company’s value creation more apparent. Gjensidige is trying to utilise
the forthcoming amendments to the act in a constructive way in order to
further improve the overall risk management in the Group.

Governance

Handelsbanken decided in 2009 to terminate the sale of defined-contribution
pensions in Norway effective the first quarter of 2010. In connection with this
decision, the bank turned over its portfolio to Gjensidige, partly as a result of
Gjensidige’s good technical solutions. Handelsbanken’s portfolio of mandatory
occupational pensions (OTP) is equivalent to about 20 per cent of Gjensidige’s
OTPs, and the acquisition entails a solid growth in pension assets under management. At the same time, Handelsbanken shall promote Gjensidige’s definedcontribution pension to its own customers through its 48 offices. This entails
a significant increase in the Group’s distribution system. The contract must be
regarded as a stage in the consolidation that has been underway since nearly
30 companies began offering services in the OTP market in 2006.

The Group has made an assessment of the preparations that ought to be
made in order to meet the new requirements in Solvency II. Gjensidige is
well-positioned to meet the new requirements, but there are areas where
it will be made further improvements between now and the time when the
regulations enter into force. The Board of Directors is regularly informed
about relevant topics pertaining to Solvency II. Processes and functions in
the Group are reviewed and assessed with regard to new and existing requirements, and changes are implemented in order to ensure a uniform risk
management that is well-integrated with other management processes.

perspeCtive

Gjensidige Bank acquired Citibank’s Norwegian operations in consumer
finance in December 2009. This acquisition encompasses NOK 2.7 billion
in outstanding consumer loans in addition to over 80 employees with
valuable expertise. The acquisition strengthens Gjensidige Bank’s efforts
in the consumer credit market in Norway and makes the bank a significant
player in the consumer loan area in Norway. The acquisition is expected
to improve Gjensidige Bank’s profitability, among other things as a result
of substantial opportunities for cross sales and product development.
There will also be cost savings, partly as a result of the coordination of
IT systems. The acquisition was financed through a combination of new
equity from the parent company and a commercial paper and bond issue
in the Norwegian capital market.

the risk and capital situation in European insurance companies. The Solvency II regulations are still under development and are expected to come
into effect at the end of 2012.

Operations

In November 2009, Gjensidige acquired Länsförsäkringar’s operations in
Latvia and Lithuania. This acquisition was in keeping with the Group’s
intentions of further growth in the Baltic market. The aim is to expand
the operations further under the Gjensidige brand. Länsförsäkringar got
established in the Baltic market in 2007 and had earned premiums of SEK
44 million in 2008 and SEK 76 million in 2009.

The financial statements for 2008 have been revised; cf. note 27 in the
financial statements for a more detailed discussion.
In accordance with the requirements in the Norwegian accounting legislation, the Board of Directors confirms that the prerequisites have been met
for preparation of the accounts under the assumption that the Company
will continue as a going concern and that the annual accounts have been
prepared under this assumption.
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Profit/(loss)
The Gjensidige Insurance Group had an underwriting profit for its general
insurance operations of NOK 817.9 million in 2009 compared with NOK
859.8 million in 2008. The profit after tax for the Group came to NOK
2,304.8 million, compared with NOK 252.3 million in 2008. The profit for
the year is equivalent to a return on equity before tax of 15.2 per cent,
compared with 1.5 per cent in 2008. The profit per equity certificate
(basic and diluted) amounted to 5.76 in 2009, an improvement over 0.63
in 2008.
The combined ratio was 94.8 per cent compared with 94.4 in 2008. Adjusted for a non-recurring provision of NOK 72.1 million and collective bonus
to the employees of NOK 46.0 million, the combined ratio came to 94.0 in
2009. The underlying insurance operations reported an adequate profit,
and there was a substantial profit from the Group’s investment operations,
which were the biggest contributor to the good profit for the year.

Operating income
Earned premiums, net of reinsurance from the general insurance operations
amounted to NOK 15,660.4 million in 2009 compared with NOK 15,481.9
million in 2008, equivalent to an increase of 1.2 per cent. Most of the growth
comes from the Danish and Swedish operations, especially in the commercial segment. In the Norwegian operations, the earned premiums declined
by 1.8 per cent in 2009. Among other things, the trend in Norway was
affected by strong competition in the private market. Several measures were
initiated in 2009 with regard to premiums, sales and distributions, and these
are expected to increase the market power in the private market in a little
while. In the Norwegian commercial segment, Gjensidige has given priority to
profitability over growth. Together with the decision to liquidate the portfolio
in supply ships, offshore and foreign fishing vessels, this has entailed a greater
loss of business and a reduction in earned premiums. In the Baltic, the total
market shrank by 24 per cent in 2009, while Gjensidige had a growth in
earned premiums, net of reinsurance of 10.0 per cent. Gjensidige has thereby
increased its pan-Baltic market share from 7.7 per cent in 2008 to 8.3 per cent
in 2009. The acquisition of RESO Europa was included starting 1 June 2008
and has contributed somewhat to the growth in earned premiums in 2009.
Furthermore, Gjensidige acquired Länsförsäkringar’s Baltic portfolio in 2009
in keeping with the Group’s intention of further growth in the Baltic market.
Including this portfolio, the Baltic market share was 9.2 per cent. All in all, the
general insurance operations outside Norway contributed NOK 3,066.9 million
in earned premiums in 2009 compared with NOK 2,660.8 million in 2008.
Earned premiums, net of reinsurance from the pension operations
increased by NOK 58.1 million in 2008 to NOK 116.3 million in 2009. The
growth was mainly attributed to growth in the portfolio. Net interest and
credit commission income for the banking operations came to NOK 57.5
million in 2009 compared with NOK 45.4 million in 2008. The increase
was attributed to a higher volume, acquisition of the loan portfolio and
infusion of equity. For the health care service operations, the operating
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income for 2009 was affected by the turbulence in the financial markets.
This particularly applies to the corporate health services.
The performance in the various segments is described in greater detail
later in this report.

Net income from investments
The Group’s net income from investments was NOK 2,788.0 million in
2009 compared with a net loss from investment of NOK 258.7 million in
the previous year. At the end of 2009, the value of the Group’s investment
portfolio was NOK 50,669.1 million. 11.1 per cent of the investment portfolio was invested in shares, 19.9 per cent in money market instruments,
22.1 per cent in short-term bonds, 29.9 per cent in bonds held to maturity,
2.7 per cent in bonds classified as loans and receivables, 11.9 per cent in
property and 2.5 per cent in hedge funds and other financial assets.
Reduced credit spreads have given a good return on the fixed-income
portfolio, 6.5 per cent in 2009 compared with 3.3 per cent in 2008. The
fixed-income portfolio has not been exposed to losses resulting from the
bankruptcy of debtors in 2009. The international part of the investment
portfolio was almost fully hedged. The profit for 2008 was characterised
by a widening of the credit spreads.
The real estate portfolio yielded a profit of NOK 5.8 million in 2009 compared with NOK 350.3 million in 2008. The current rental income in the
real estate portfolio amounted to NOK 401.2 million in 2009. The average
required rate of return in the real estate portfolio was 6.75 per cent,
unchanged throughout the year. Altogether, the value of the portfolio decreased by NOK 213.6 million, partly as a result of a downward adjustment
of the market rent of 2.5 per cent in 2009. In the international real estate
funds, there was a negative return of NOK 106.6 million in 2009. The profit for 2008 was positively affected by a gain of NOK 724.4 million from
the sale of Gjensidige’s head office at Sollerud, whereas it was negatively
affected by write-downs of the property values of about 12 per cent.
All in all, the investment in shares and associated companies yielded a profit
of NOK 308.6 million in 2009 compared with a loss of NOK 1,458.7 million in
2008. The exposure to the stock markets was low at the beginning of 2009,
but increased somewhat during the year, mainly as a result of the investment
of NOK 866 million in equity certificates in SpareBank1 SR-Bank. The exposure
to equities at the end of 2009 consisted mainly of the items in Storebrand
and Sparebank1 SR-Bank along with the Group’s private equity portfolio and
current shares. Of the profit for 2009, the profit from associated companies
amounted to NOK 263.3 million, NOK 252.1 million of which came from the
investment in Storebrand. The investment in Sparebank1 SR-Bank first took effect on 17 November 2009 and has contributed NOK 11.0 million of the profit
from associated companies in 2009. The loss for 2008 was mostly characterised by write-downs on the investment in Storebrand, which to a certain extent
were counteracted by profit from the sale of Gjensidige’s stake in Lindorff.

This is gjensidige

Claims incurred, losses, etc.

The amount of large losses was lower in 2009 than in 2008, which had
a positive effect on the trend in the underwriting profit. Large losses
amounted to NOK 313.2 million in 2009 compared with NOK 686.7 million
the previous year. The figures for 2008 were affected by several major
fires and other large losses in commercial insurance.

In 2008 and 2009, efforts have been made to further develop the settlement processes, cf. the comments above. The goal is to improve the level
of customer satisfaction and reduce the Company’s total claims payments
at the same time. This will be achieved, for example, by contacting customers more quickly after a loss or injury, while reducing the processing time
considerably through improved internal processes.

The pension and savings operations had total operating expenses of NOK
179.0 million in 2009, NOK 102.7 million of which were related to the
insurance operations. The equivalent figures for 2008 were NOK 175.7
million and NOK 104.9 million respectively. The operating expenses for the
banking operations were NOK 142.7 million in 2009 compared with NOK
134.8 million in 2008. The equivalent figures for the health care services
segment were NOK 476.5 million and NOK 462.9 million respectively.
Amortisation and impairment losses on excess value were related to intangible assets, including acquired assets related to customer relations and
trademarks in business combinations, together with the value of internally
developed software. Amortisation and impairment losses on excess value
amounted to NOK 216.7 million in 2009 compared with NOK 107.4 million
in 2008. The increase was attributed to the impairment of goodwill of
NOK 107.7 million in Gjensidige Baltic and of NOK 22.5 million in Gjensidige
Sverige and recognition of a negative goodwill of NOK 14.7 million in Gjensidige Baltic. The impairment of goodwill in Gjensidige Baltic was done as
a result of the unstable macroeconomic situation and general uncertainty
related to the future development of Gjensidige Baltic. The impairment of
goodwill in Gjensidige Sverige is of a technical nature due to utilization of
tax losses carried forward in 2009 that were considered uncertain at the
acquisition date, and therefore not recognised as a corresponding deferred
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results

Interest expenses and losses on loans and guarantees from banking operations amounted to NOK 268.8 million in 2009 compared with NOK 354.4
million in 2008. The trend was mainly attributed to a larger portfolio.
Confirmed losses on loans amounted to NOK 1.2 million in 2009. There
were no confirmed losses in 2008. Individual impairment losses related to
individual commitments of NOK 1.2 million were made in 2009. At the end
of 2009, the provisions for individual impairment losses amounted to NOK
0.8 million. Provisions for impairment losses for groups of loans, which
are to cover potential impairment losses on loans that are not identified
individually as doubtful, increased by NOK 1.6 million during the year and
amounted to NOK 14.5 million at the end of 2009..

The initiated efficiency improvement efforts in the staff and support areas
as well as in distribution and in the settlement organisation have yielded
profits. In the two Norwegian segments, Private and Commercial, the
nominal operating expenses were reduced by NOK 44.5 million and NOK
17.1 million respectively in 2009. The nominal operating expenses increased slightly in the two remaining segments: Nordic and Baltic. Part of the
increase in the Nordic segment was attributed to growth in the Swedish
operations and an increased share of the partner-distributed business in
the Norwegian white label business. Measures were initiated in the Baltic
operations to reduce the operating expenses in the coming years, and
these already yielded good profits in the second half of 2009.

Governance

The run-off gain for previous claim years was somewhat lower in 2009
than in 2008, and this had a negative effect on the trend in the underwriting profit. In 2009, the net run-off gain was NOK 300.0 million, 1.9 per
cent of earned premiums, net of reinsurance. The corresponding figures
in 2008 were NOK 417.4 million (gain) and 2.7 per cent respectively. The
run-off gain in 2009 was primarily related to a positive trend in insurances
of the person in both the Norwegian and Danish operations. On the other
hand, the run-off results were negatively affected by a bolstering of the
underwriting reserves related to the child insurance product.

The cost ratio for general insurance (the operating expenses from general
insurance relative to the earned premiums, net of reinsurance) was 17.7
per cent in 2009 compared with 17.0 per cent for the previous year. The
nominal operating expenses from general insurance amounted to NOK
2,771.5 million, compared with NOK 2,638.3 million in 2008, an increase
of 5.1 per cent. As mentioned above, the operating expenses were
charged with an accounting provision of NOK 72.1 million in the fourth
quarter of 2009. This provision was related to the ongoing restructuring
process in the Group’s staff and support areas. In addition, a decision was
made to reduce office space in several locations, which entails a need for
renovation and the buying out of existing contracts. Adjusted for the nonrecurrent provision and collective bonus to the employees of NOK 46.0
million, the cost ratio was 16.9 per cent in 2009.

perspeCtive

Claims incurred, net of reinsurance for the general insurance operations
amounted to NOK 12,071.0 million, an approximately level trend compared
with NOK 11,983.8 million in 2008. The loss ratio was reduced by 0.3
percentage points relative to 2008 and ended up at 77.1.

Operating expenses

Operations

The return on financial assets was 5.5 per cent in 2009. The return on
financial assets was calculated as the net financial income and expenses
(excluding financial income in Gjensidige Bank and Gjensidige Pensjon og
Sparing) as a percentage of the investment portfolio (includes all investment funds in the Group excluding funds in Gjensidige Bank and Gjensidige
Pensjon og Sparing). The corresponding figure for 2008 was a negative
financial return of 0.6 per cent.
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tax asset. The negative goodwill of NOK 14.7 million came from the acquisition of Länsforsäkringar’s business in Latvia and Lithuania.
No research and development expenses have been charged to Gjensidige’s
consolidated accounts in 2009. No such expenses were capitalised during
the financial year either. The parent company has continued its collaboration with the Norwegian Computing Centre and SFI (Statistics for Innovation), where climate and price elasticity projects are being implemented.

To increase the efficiency of the investment management and risk management, the Group enters into financial derivative contracts on a regular basis.
These contracts are described in greater detail in the notes to the accounts.

Tax

Cash flow

The Group had a tax expense of NOK 861.8 million in 2009 compared
with a revised tax expense of NOK 55.0 million in 2008. The effective tax
rate came to 27.2 per cent in 2009.

Net cash flow from operational activities was minus NOK 3,914.5 million in
2009 compared with a negative cash flow of NOK 59.1 million in 2008. The
net cash flow from operational activities consists primarily of receipts in the
form of premiums and consideration for the sale of investment assets and
payments in the form of claim settlement costs, purchase of reinsurance,
administrative expenses and taxes.

The restated low tax expense in 2008 was mainly attributed to the recognition of a non-recurring item of NOK 554.4 million as a result of a change
in the fiscal treatment of the Natural perils fund.

Balance sheet and capital base
The Group had a total balance sheet of NOK 74,868.9 million at the end
of 2009 compared with NOK 65,551.4 million in 2008. This growth was
mainly attributed to the growth in the Pension and savings and Online retail
banking segments. Gjensidige’s equity amounted to NOK 21,968.2 million
as of 31 December 2009 compared with NOK 19,585.9 million at the end
of the previous year. This was equivalent to an increase in equity of 12.2 per
cent in 2009.
The Group’s capital ratio was 18.9 per cent at the end of 2009 compared with
20.7 per cent at the end of 2008. The statutory requirement is eight per cent.
In addition to testing the capital with regard to legal requirements, a
calculation of the capital requirements for the Group’s operations is made
on a quarterly basis. This calculation is done in the Group’s internal risk
models, which are based on a financial valuation of assets and liabilities.
The principles are consistent with that which is expected to apply after
the introduction of the Solvency II regime. Capital in excess of this amount
constitutes the Group’s economic excess capital. In order to determine the
final excess capital, a deduction is made for estimated requirements for
additional capital needed to maintain the Group’s A rating from Standard
& Poor’s, which was most recently confirmed in October 2009. At the end
of 2009, the excess capital was calculated as NOK 9.2 billion, taking into
consideration the proposed dividend of NOK 1,650.0 million.
The Board considers the Group’s capital situation and financial strength
to be strong.

Off-balance sheet obligations and derivatives
As part of the Group’s investment operations, an agreement has been
entered into relating to the investment of a maximum of NOK 946.0 mil-
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lion in various private equity investments and real estate funds in excess of
the amounts recorded on the balance sheet. Gjensidige is liable externally
for any insurance claim arising in the cooperating mutual fire insurers’ fire
insurance operations.
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The net cash flow from investment activities was minus NOK 174.7 million in
2009 compared with a positive cash flow of NOK 694.3 million in 2008. The
net cash flow from investment activities consists mainly of payments and
disbursements in connection with the acquisition of subsidiaries, owneroccupied property, and plant and equipment. The net cash flow in 2008
included consideration for the sale of the head office at Sollerud.
There was a positive net cash flow from financing activities of NOK 4,288.6
million in 2009 compared with a negative cash flow of 1,901.7 million
in 2008. The net cash flow from financing activities consists mainly of
payments and disbursements related to external debt financing and from
the owners, i.e. equity certificate holders. The net cash flow in 2009 was
affected by external borrowing in Gjensidige Bank of NOK 2.7 billion in
connection with the acquisition of Citibank’s portfolio of consumer finance.
The net cash flow in 2008 was affected by the payment of dividends to
customers and equity certificate holders for the 2007 financial year.

THE SEGMENTS
Private Norway
The private area offers general insurance related to motor vehicles, property, insurances of the person and agriculture in the Norwegian private
and agricultural markets.
Earned premiums, net of reinsurance were NOK 7,856.2 million in 2009, a
slight decline from the previous year. The trend in earned premiums in 2009
reflected a market characterised by increasing competition from new players.
Claims incurred, net of reinsurance amounted to NOK 6,007.4 million in
2009 compared with NOK 5,795.6 million in 2008. The loss ratio ended up
at 76.5 in 2009 compared with 73.3 the previous year. The increase in the
loss ratio was to a large extent attributed to the negative trend in the child
insurance product. Claims incurred for 2009 were affected by a bolstering

This is gjensidige

The cost ratio was 16.5 for 2009, a reduction of 0.4 percentage points
compared with the previous year. Nominally, the costs were reduced by
NOK 44.5 million in 2009 compared with 2008, which was a result of the
efficiency improvement efforts that were initiated in distribution and the
staff and/or support areas.
The combined ratio for 2009 was 93.0 per cent, compared with 90.2 in
2008. The underwriting profit amounted to NOK 552.4 million in 2009
compared with NOK 775.0 million the previous year.

The combined ratio for 2009 was 93.6 per cent, compared with 98.8 in
2008. The underwriting profit amounted to NOK 305.0 million in 2009
compared with NOK 59.7 million the previous year.

Nordic
The business area Nordic includes the Group’s operations in the Danish
and Swedish private and commercial markets. In 2010, the operations will
be conducted under Gjensidige’s brand. This area also includes general
insurance products to municipalities and municipal operations in Scandinavia. In addition, the area includes the Group’s white label business, where
the private market in Norway is the main target group.
Earned premiums, net of reinsurance came to NOK 2,403.5 million in
2009, an increase of 16.2 per cent from the previous year. The increase
was attributed to growth in the Danish and Swedish commercial business
in addition to currency effects.

Earned premiums, net of reinsurance came to NOK 4,737.3 million in 2009,
a reduction of 3.5 per cent from the previous year. The reduction in premium volume was mainly attributed to a clear prioritisation of profitability
over volume as well as the decision to terminate the portfolio in supply
ships, offshore and foreign fishing vessels. In addition, the financial trend
in 2009 gave a reduction in the total market for insurances of the person
to business and commerce, which also affected Gjensidige.

The level of large losses was substantially lower in 2009 than in 2008, which
had a positive effect on the underwriting profit. Large losses came to NOK
193.1 million in 2009 compared with NOK 544.3 million the previous year.
For both years, the level of large losses was lower than anticipated. On the

The cost ratio was 17.4 for 2009, an increase of 0.4 percentage points
over the previous year. Nominal expenses increased by NOK 66.7 million
in 2009 relative to 2008. This increase was mainly attributed to expenses
related to the growth in Sweden and to an increased share of partnerdistributed business in the Norwegian white label operations.

results

Claims incurred, net of reinsurance amounted to NOK 3,819.0 million in
2009 compared with NOK 4,219.7 in 2008. In 2009, the loss ratio was 80.6,
an improvement over 85.9 in 2008. Measures to improve profitability in the
segment resulted in a clear increase in profits in the underlying business.
With the exception of insurances of the person, there was a clear improvement in profitability for all products. New methods of working in personal
injury settlements yielded results in the form of shorter processing times and
increased volume of withheld compensation resulting from detected fraud.

Claims incurred, net of reinsurance amounted to NOK 1,833.0 million in
2009 compared with NOK 1,604.4 million in 2008. An increased volume
of business gave increased claims incurred. The loss ratio came to 76.3 in
2009 compared with 77.6 in the previous year. The underlying development of claims entails a need for price adjustments, and measures in the
private market in Sweden were initiated in 2009. The level of large losses
was somewhat lower in 2009 than in 2008, and this had a positive effect
on the underwriting profit. Large losses came to NOK 77.4 million in 2009
compared with NOK 105.9 million the previous year. The run-off gain was
slightly higher in 2009 than in 2008.

Governance

Commercial Norway
The commercial segment offers general insurance products in liability, property,
insurances of the person and motor vehicle, as well as within marine/cargo.

perspeCtive

The level of large losses was nearly unchanged from 2008 to 2009. Large
losses came to NOK 42.7 million in 2009 compared with NOK 36.5 million
the previous year. For both years, the level of large losses was lower than
anticipated. Claim expenses were negatively affected by a run-off loss in
2009, primarily resulting from the bolstering of the underwriting reserves
for the child insurance product, compared with a run-off gain in 2008.

other hand, the run-off gain was considerably lower in 2009 than in 2008.
The cost ratio was 12.9 for 2009, an increase of 0.1 percentage points
relative to the previous year. Nominal expenses decreased by NOK 17.1
million in 2009 relative to 2008. A new distribution model and a strong
focus on costs helped reduce the nominal operating expenses relative to
2008 while a higher number of bankruptcies resulted in an increase in losses on claims. Several measures have been implemented to reduce losses.

Operations

of the underwriting reserves for the product, both for the current and
earlier years. In order to reduce future claims incurred and improve the
loss ratio, an organisational and improvement effort was initiated in the
settlement organisation, which is expected to yield substantial earnings
through lower indemnity payments resulting from improved processes and
increased quality of claims processing.

The combined ratio for 2009 was 93.6 per cent, compared with 94.5 in
2008. The underwriting profit amounted to NOK 152.9 million in 2009
compared with NOK 113.2 million the previous year.

Baltic
Gjensidige’s Baltic operations sell general insurance products to the private
and commercial markets in Latvia, Lithuania and Estonia.
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Earned premiums, net of reinsurance came to NOK 663.4 million in 2009,
an increase over NOK 592.4 million the previous year. At the same time,
gross premiums written amounted to NOK 592.2 million in 2009, a reduction from NOK 657.7 million in 2008. The acquisition of RESO Europa
was included as of 1 June 2008 and contributed somewhat to the growth
in earned premiums in 2009. The acquisition of Länsforsäkringar’s Lithuanian and Latvian operations in November 2009 will contribute to growth
in the coming years. Earned premiums in 2009 were mainly affected by a
rapid decline in the premium volume in the insurance markets in the Baltic.
Claims incurred, net of reinsurance amounted to NOK 411.5 million in
2009 compared with NOK 371.3 million in 2008. The loss ratio ended up
at 62.0 in 2009 compared with 62.7 the previous year. So far, the effect
of the financial crisis has been a reduced number of claims and a price
drop in repair costs. No large losses were incurred in the Baltic operations,
neither in 2009 nor in 2008. Claims incurred in 2009 were affected by a
run-off gain, whereas there was a run-off loss in 2008.
The cost ratio was 31.9 for 2009, an increase of 0.9 percentage points
over the previous year. Nominal expenses increased by NOK 27.5 million
in 2009 relative to 2008, equivalent to 15.0 per cent. Measured in local
currency, the expenses increased by 8.5 per cent. The increase in expenses
was attributed to several factors, e.g. increased provisions for losses on
claims (unpaid premiums), the integration of RESO Europa, which was acquired in 2008, and an increased value-added tax in Latvia and Lithuania.
Several cost-cutting measures were introduced in 2009, including reductions on the order of magnitude of 15 per cent in manpower expenses
and 10-15 per cent in rental and office expenses.

management fees. However, there was a positive trend in the value-adjusted return on the paid-up policy portfolio, which increased from minus 3.2
per cent in 2008 to plus 7.1 per cent in 2009. This is considered to be an
adequate result, and it exceeds the average for the business sector.
Claims incurred amounted to NOK 121.5 million in 2009 and NOK 39.0
million in 2008. In addition, NOK 2.0 million was allocated for the first time
to the risk equalisation fund.
NOK 9.9 million was allocated to additional provisions for the paid-up
policy portfolio in 2009, equivalent to 50 per cent of the realised return
in addition to guaranteed interest (3.7 per cent on the average). The
additional provision totalled NOK 18.4 million at year-end, whereas the
securities adjustment reserve amounted to NOK 9.6 million. Realised profit
in addition to guaranteed interest and additional provisions was divided
between the owner and the customers in the ratio of 20/80. The owner’s
portion of the profit-sharing in 2009 came to NOK 2.1 million, while the
customers received NOK 9.5 million.
Total operating expenses were NOK 179.0 million in 2009, NOK 102.7
million of which were insurance-related expenses.
There was a loss before tax expense of NOK 107.8 million in 2009
compared with a loss of NOK 133.2 million in 2008. The positive trend
was mainly attributed to the growth in income, the positive return on the
collective portfolio and implemented cost reductions. As operations are
still in a development phase, the results were as expected.

Online retail banking
The combined ratio for 2009 was 93.9 per cent, compared with 93.7 in
2008. The loss and cost ratios are still among the best in the sector in the
Baltic. Underwriting profit came to NOK 40.5 million in 2009 compared
with NOK 37.1 million the previous year.

Pension and savings
Gjensidige offers a broad range of pension, investment and savings products to the
private and commercial markets. The pension products include occupational pension insurance, individual pension savings, disability pensions and the management
of paid-up policies. The Vekter Funds make up the core of the savings products.
Earned premiums, net of reinsurance amounted to NOK 116.3 million in
2009 compared with NOK 58.1 million in 2008. The management income
in the savings operations was NOK 11.2 million in 2009 compared with
NOK 14.7 million in 2008. The reduction was mainly attributed to lower
underwriting commissions resulting from changes in the demand for
products and in product composition. The profit margin for savings was
0.9 per cent for the year as a whole, compared with 2.1 per cent in 2008.
This decline was mainly attributed to lower underwriting commissions and
a general shift in demand toward savings products with less risk and lower
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Gjensidige Bank is a bank aimed at the private and agricultural markets in Norway.
The bank offers day-to-day banking services, secured loans and consumer finance.
Net interest income and credit commission income amounted to NOK 57.5
million in 2009 compared with NOK 45.4 million in 2008. The increase
was attributed to a higher volume, acquisition of the loan portfolio and
infusion of equity. The net interest income and credit commission income
relative to average assets under management was 0.63 per cent in 2009
compared with 0.74 per cent in the previous year.
The deposit-to-loan ratio at the end of 2009 was 56.6 per cent, which was
considered satisfactory. At the end of 2008, the deposit-to-loan ratio was
91.4 per cent. The decrease in the deposit-to-loan ratio was partly attributed
to the acquisition of Citibank’s portfolio of consumer loans of NOK 2.7 billion.
Net financial income amounted to NOK 16.5 million in 2009 and included
commissions, fees and fair value adjustments. In 2008, net financial
income was NOK 11.2 million.
Operating expenses amounted to NOK 147.2 million in 2009 compared

This is gjensidige

The result before tax expense was a loss of NOK 76.3 million in 2009
compared with a loss of NOK 85.1 million in 2008. The improvement in
the result was attributed to increased income and lower losses on loans.
Given that Online retail banking is still in a start-up phase, performance is
in keeping with expectations.

Health care services

Health care services had operating income of NOK 509.1 million in 2009
compared with NOK 503.9 million in 2008. The operating income for
2009 was affected by the turbulence in the financial markets, and this
was especially true of corporate health services.

EBITA for 2009 came to NOK 32.7 million, compared with NOK 41.0
million in 2008. This gave an EBITA margin of 6.4 per cent for 2009 compared with 8.1 per cent for 2008. The decrease in the margin was mainly
attributed to a combination of substantially lower activity in corporate
health services as a result of reduced demand and a higher cost level.

RISK FACTORS
Risk is defined as the possibility that an event can affect the Group’s achievement of its objectives. Thus, in order to understand and manage risk, both
the probability that the event will occur and the consequences of that event
are assessed. Through the Group’s risk management and internal control, a

Gjensidige’s strategy, viewed in the light of results, fluctuations in
markets and competition and changes in the regulatory framework, is
monitored on a continuous basis. Factors that have been identified as
critical for the Company’s capacity to achieve its targets are subjected to
special monitoring. The Group manages strategic risk by means of continuous monitoring of competitors and the market, product development
and planning processes in order to ensure that Gjensidige remains at the
forefront of all developments in insurance.
Gjensidige can look back on a year of good insurance profitability and
considerable growth. Gjensidige is facing challenges in the market from
both traditional Norwegian financial market players, which are concentrating to a greater extent on the sale of general insurance, and from new
market players. Loss of business combined with diminished profitability in
insurance will impact negatively on the Company’s return on equity and
other key figures. Therefore, it is considered important that Gjensidige can
rapidly adapt to the consumers’ wishes for service in new channels and
employ modern technology and support systems efficiently. The group
continuously seeks to develop new, customer-adapted products and service solutions, while reviewing and standardising organisation, processes
and value chains in order to reduce costs and increase efficiency.
Customers are increasingly demanding more expertise on the part of the
employees. There is a risk of insufficient or outdated expertise reducing
the chances of realising commercial and strategic aims. There is also competition to attract and hold on to capable employees. Therefore, we are
actively making targeted efforts to improve competence at all levels of the
organisation, and competency requirements for various roles have been
specified. As previously described, Gjensidige established its own customer
and brand school in 2009. Performance-based reward models have been
introduced for groups of employees, and personal scorecards have been
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The operating expenses were NOK 476.5 million in 2009 compared with NOK
462.9 million in 2008. The increase was attributed to a combination of expenses related to the establishment of new corporate health service locations
in Haugesund and Kristiansund, expenses in connection with the renovation
of the NIMI hospital and the effect of the wage settlement. Workforce reductions were implemented in 2009, which will give a lower cost base in 2010.

Strategic risk

Governance

Gjensidige is a leading player in private health care services in Norway
under the brand Hjelp24. It offers corporate health care services, personal
security alarm services, private hospital and specialist services and work
environment surveys. The services are provided to private customers,
businesses and the public sector.

The primary responsibility for good risk management and internal control is vested in the group CEO and all managers and employees in the operational units,
by performing the work in keeping with the authority, rules of procedure and
guidelines that are incumbent on the individual. A risk management function
has been established at the group level, which is responsible for monitoring the
Group’s system for risk management and that should have an overview of the
risks to which the Group is or can be exposed. The risk management function
shall ensure that the group management and the Board of Directors are sufficiently informed about the Group’s risk profile at all times. The Group has a
moderate risk profile, and, in the opinion of the Board of Directors, no single
event could seriously damage the Company’s financial position.

perspeCtive

Confirmed losses on loans amounted to NOK 1.2 million in 2009. There
were no confirmed losses on loans in 2008. Individual impairment losses
related to individual commitments of NOK 1.2 million were made in 2009.
At the end of 2009, provisions for individual impairment losses totalled
NOK 0.8 million. Impairment losses on groups of loans increased by NOK
1.6 million in 2009 and amounted to NOK 14.5 million at the end of 2009.
The consolidated impairment losses should cover potential losses on loans
in the portfolio that have not been individually identified as doubtful. At
year-end, consolidated impairment losses amounted to NOK 14.5 million.
These provisions are deemed to be sufficient.

structure is established that identifies, assesses, calls attention to and manages risk throughout the whole Group in a systematic way. Risk management is based on specified objectives and strategies and the constraints for
risk exposure that have been specified by the Board of Directors.

Operations

with NOK 134.8 million in 2008. The increase consisted mainly of higher
wage costs and administrative expenses.
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introduced. A focused effort is being made in the area of corporate culture
and management development and the establishment of requirements and
expectations for managers and employees.

Insurance risk
The insurance risk related to major individual losses or events is managed
via the powers and reporting lines for ordinary operations. Clear guidelines have been set out for the type of insurance that can be underwritten. The risk that the general premium level is not adequate is monitored
regularly in the product and actuary department, and better methods are
being developed to set correct prices.
The Board of Directors establishes annual limits for the Group’s reinsurance program. These limits are based on the need to protect equity
against claims that exceed a justifiable amount and the need to reduce
fluctuations in earnings. Insurance risk is deemed to be moderate with the
reinsurance cover the Group has in place. The reinsurance programme is
described in greater detail in note 3 of the consolidated annual accounts.
The Group’s actuary function makes calculations and assessments of the
actuarial provisions, including the development and maintenance of adequate models and methods of estimating losses that have occurred, but
not yet been reported to the Group. There is a significant inherent risk that
the provisions are not sufficient, but the Group is working continuously to
improve the actuarial methods and employs external actuaries at times for
independent reviews of the provisions.

set limits for credit activities. Credit losses have been immaterial to date. Outstanding claims against the Group’s reinsurers can also represent a substantial
credit risk. Counterparty risk in the reinsurance market is subject to continuous
assessment. All reinsurers for the Group must have at least a Standard & Poor’s
A rating or its equivalent from one of the other reputable rating companies.
The Board of Directors has assessed the risk of losses on loans, guarantees and
other receivables, and the necessary provisions have been made in the accounts.

Operational risk
Operational risk is the risk of loss due to weaknesses or errors in processes
and systems, errors committed by employees, or external events. To reduce risk, the Group focuses on organising its activities with well-defined
and clear lines of reporting and responsibility. Fixed procedures have been
established for the execution of risk assessment, and the Board of Directors considers the annual status in the established internal control system.
An independent compliance function has been established that should
help ensure that the Group does not incur government sanctions, financial
losses or loss of reputation as a result of non-compliance with laws, rules
and standards. The compliance function identifies, assesses, gives advice
on, monitors and reports the Group’s compliance risk.
Ethical issues are discussed in management groups and in employee
meetings. This should reduce the risk of breaches of procedures and guidelines and help create a good working environment. Employees have also
signed a separate computer acceptable use policy related to the use of the
Group’s information and IT systems.

Financial risk
Gjensidige has financial investments worth NOK 50.7 billion (insurance
operations). These consist mainly of interest-bearing investments, property, equities and strategic and financial holdings in associated companies,
and they are exposed to changes in macroeconomic factors.
The strategic allocation of assets and dynamic risk management model
established by the Board of Directors provide the necessary framework for
rapid adaptation of risk to changes in macroeconomic conditions.
The follow-up of price, interest and foreign currency risk takes place partly
via “stress tests”, where the buffer capital must remain at a sufficient level
to withstand significant simultaneous declines in share prices and bond
quotations at any given time. For further information on the interest rate
risk and stress tests, cf. note 3 in the annual accounts.
Limits have been determined for the necessary access to liquid funds.
These limits are taken into account when determining the strategic allocation of assets. The liquidity risk is considered to be very low.
The Group is exposed to credit risk through investments in the bond and
money markets and through its lending activities. The Board of Directors has
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On behalf of the Board of Directors, Gjensidige’s internal auditing function
monitors and assesses the extent to which risk management and internal
control meet expectations.
For further information on the Company’s risk management activities, cf.
the risk and capital management section of the annual report.

GOOD CORPORATE GOVERNANCE
Good corporate governance is a priority for the Board of Directors.
In connection with the issuance of equity capital certificates and
preparations for the planned stock exchange listing, significant changes
have been made in the management model. An extensive effort has
been made to adapt Gjensidige’s management model and articles of
association to the new situation with new owners and transparency
requirements. The Board of Directors has decided to base its efforts on
the Norwegian Code of Practice for Corporate Governance and has observed the Code of Practice in all areas whenever possible. A great deal
of importance has been attached to ensuring equal financial treatment
of the two owner groups: Norwegian general insurance customers and
equity certificate holders.

This is gjensidige

SOCIAL RESPONSIBILITY
Gjensidige’s corporate social responsibility affects the management and
governance of the Group, people and skills, administration, operations and
commercial development. Gjensidige shall be distinguished by high ethical
standards. Gjensidige’s social responsibility is based on the fundamental
idea for the creation of the Company: to provide financial security and
protection to the Company’s customers.

Staff level
2009
2008
2007
2006
2005
2004

A description of Gjensidige’s social and environmental contribution to
society can be found in a separate section of the annual report.

The average age in the parent company was 44.6 (45.1 in 2008), and the
average seniority was 12.4 years (12.9 in 2008).

ENVIRONMENT

Cooperation with the employees and the Finance Sector Union of Norway
has been good. The Cooperation and Working Environment Committee
has convened regularly. The Board of Directors considers the working
environment to be good.

The Group’s operations result in minimal pollution of the environment. The
Group’s environmental measures focus on energy economising, reducing
travel through increased use of videoconferencing, standardised printers
and copiers that print on both sides of the paper, and responsible waste
management. To reduce the consumption of paper and achieve environmental benefits, an effort is also being made to increase the use of
electronic insurance documents.

The Board of Directors is not aware of any products containing PCB’s in
Gjensidige’s buildings and real estate.
The Company’s environmental work and measures are also described in a
separate section of the annual report.

The Group had 3,780 employees at the end of 2009. In the Norwegian
general insurance operations, there were 2,055 employees as per 31
December 2009. The number of employees in Gjensidige Bank increased
considerably during 2009, mainly as a result of the acquisition of Citibank’s
Norwegian consumer loan portfolio.
The gender distribution in Gjensidige Forsikring was 53.7 per cent men and
46.3 per cent women at the end of 2009. The percentage of men increased
slightly relative to 2008 (52.2 per cent men). In 2009, 236 new employees
were hired in addition to employees in acquired businesses. Among the new
employees, 147 were men and 89 were women, with an average age of

The Company’s aim is to increase the percentage of female managers
in the top level management groups. A number of women at Gjensidige
have therefore participated in Futura, which is the financial industry’s own
management development programme for senior female managers.
At the end of 2009, there were no women among the eight members of
the group management. At the end of 2008, there was one woman in the
group management. On the Board of Directors, the percentage of women
was 33 at the end of 2009 (4 out of 12) compared with 42 per cent (5
out of 12) in 2008. Among the representatives who were not elected by
employees, the percentage of women was 25 per cent (2 out of 8). Out
of a total of 212 managers, 35.8 per cent were women, which is roughly
equivalent to the percentage in 2008 (35.7 per cent female managers).

Attractive workplace
Gjensidige shall distinguish itself as an attractive employer both internally
and externally.
In order to support measures related to the working environment, employee development, management development and rewards, various types of
surveys are used. The goal is to enable management to make its decisions
to the greatest possible extent on the basis of research-based knowledge
and to initiate measures that encourage the motivating factors that will
have the greatest effect on the working environment and results.

results

HUMAN RESOURCES
Demographics and equal opportunity

Gjensidige Group
3,780
3,640
3,460
3,497
2,611
2,451

Governance

Gjensidige’s head office at Sollerud was already certified as an Environmental
Lighthouse in 2008. In 2009, other offices have been awarded the same status,
and the efforts to certify the Group’s offices will continue in 2010. Gjensidige
is making continuous efforts to acquire knowledge about climate change and
the consequences to which it may give rise. Gjensidige has purchased emission
credits in order to become carbon neutral in its Norwegian operations.

Gjensidige
2.055
2,060
2,033
2,242
2,272
2,261

perspeCtive

33.3. During the same period, 237 employees (117 women and 120 men)
left the Company, which gives a staff turnover rate of 11.4 per cent

Operations

An explanatory account of how Gjensidige meets the Norwegian Code of
Practice is provided in a separate chapter in the Annual Report.

The employee satisfaction survey for 2009 shows a slight decline in the employee satisfaction index. The Group has undergone considerable restructuring in
recent years, and the decline in satisfaction has been most notable in the areas
that have undergone the greatest restructuring processes in the past year.
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In collaboration with the Norwegian School of Management, a survey was
conducted of the effect of Gjensidige’s bonus system for sales representatives
in the private and commercial markets. The objective of the bonus system for
salespersons is to improve motivation and increase sales. The survey was first
conducted in the spring of 2007 and was concluded in the spring of 2009.
The results of the survey show that the bonus system has both positive and
negative aspects with regard to motivation. In addition to the bonus system for
salespersons, the experiences gained from the survey will be used to evaluate
the whole reward system with a view to creating a predictable, future-oriented
system. In 2008 and 2009, a survey was also conducted together with the
Norwegian School of Management that looked at the relationship between
the employees’ inner motivation and their perceived opportunities for training
and development (OMU). The survey concluded that the employees’ OMU was
positive and increasing during that period and that it was strongly related to
inner motivation, social relations and team spirit. Again, the consequences of
this were increases in the job effort and the quality of work.

Human resources development
A considerable in-house training activity is conducted, and the number
of course-days in 2009 came to 3,231 (4,756 in 2008). The reason for
this decrease was that meetings were held for all employees in 2008,
and these meetings amounted to over 1,700 course-days. Gjensidige’s
customer and brand school was established in March 2009. All newly
hired salespersons receive their training there, and this training ends with
a certification test. This test was prepared in accordance with guidelines
from Finance Norway (FNO). Gjensidige has chosen to make the requirements for the test more stringent relative to those intended by FNO. In
addition to the basic training of salespersons, Gjensidige’s customer and
brand school also has a course for sales and claims managers, where they
are certified in a practical test that includes the elements of presentation
skills, feedback techniques and coaching. The school is now in the process of developing a programme for Gjensidige’s claims handlers.
E-learning courses are a much-used training method, and Gjensidige has
a basis of about 50 such courses. In 2009, 8,510 courses were passed.
The Group also has a learning portal that is used in training for marketing
campaigns. The manager can keep track of the activity under way, and it
is required that 100 per cent of the employees must have undergone this
training before the marketing activities commence.
Employees also take part in external courses and training activities, e.g.
courses that give credits under the direction of the Norwegian School
of Management and other university colleges and/or universities. The
condition for receiving financial support for these development measures
is that there be a specific plan for the way in which Gjensidige will make
use of the skills that the individual acquires

of Directors and management. Management is a key factor facilitating the
translation of strategy into action, and management development is therefore
an important part of Gjensidige’s organisational development work. Each and
every manager has developed a management platform. This is an important
tool for the development of one’s own management, and it is the core of
Gjensidige’s management development programme, “Veien videre” (Future
challenges). In 2009, the topic was feedback, and the work on the individual
manager’s 360-degree assessment was included as part of the course.

Systematic Health, Safety and Environment (HSE)
Et kontinuerlig fokus på tilrettelegging og oppfølging i alle områder har
A continuous focus on facilitation and follow-up in all areas has helped
prevent sick leave in Gjensidige from increasing in 2009. The Working
Environment Committee has held four quarterly meetings and decided to
establish HSE Committees in the Private and Commercial divisions and in the
remaining business areas. The activities in these committees are well under
way. The year 2009 was also affected by demanding restructuring and job
changes for many employees. In connection with this restructuring, there
has been a need for systematic HSE efforts, and the cooperation between
manager, employee, Hjelp24 and the Norwegian Labour and Welfare Administration has functioned well. An electronic Staff, HSE and Manager Manual
was further developed during the year and helped simplify systems and
procedures. An internal HSE audit was conducted in the autumn of 2009 in
the Private division. After this audit, the conclusion was that quality-assured
and systematic HSE efforts were being conducted at all levels.
At the end of 2009, the average sick leave in the Norwegian operations
was 6.0 per cent. The Company’s targeted level for sick leave is upheld at
four per cent. . There were no significant injuries or accidents in 2009.

Diversity
In 2009, Gjensidige has continued its efforts to ensure that integration
and diversity will become a natural part of the Group’s operations. The
Company’s recruitment has been characterised by diversity for many years.
The Group’s Norwegian customer advisors can currently serve customers
in 10 different native languages. There is a balanced gender composition
in the group, with 54 per cent men and 46 per cent women. The management team is not as well-balanced, consisting of 64 per cent men and 36
per cent women. Measures have been initiated that should improve the
gender balance in time at the management level as well.
Gjensidige cooperates with the Norwegian Labour and Welfare Administration (NAV) on job training and pay supplements for people who have
been unemployed, and the Group has had several employees in job training
programmes through these schemes.

Equal opportunity and accessibility
Management development
Management development has received considerable attention from the Board
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As an Inclusive Workplace Enterprise (IA-bedrift), Gjensidige is preparing
to recruit more persons with impaired functionality. Gjensidige also wants

This is gjensidige

Pay statistics are being drawn up in order to call attention to any pay disparities for the same work or work of equivalent value on the basis of gender,
age, ethnic origin or impaired functionality, and the committee shall ensure
that measures are implemented to equalise any disparities that may be found.

OUTLOOK

Gjensidige shall be one of Norway’s most customer-oriented companies.
The establishment of Gjensidige’s customer and brand school is an important measure in this respect. The school will help facilitate more rapid
training of new customer service representatives and provide increased
competence and improved customer service.
The return in the financial markets was good in 2009. Most of the stock
exchanges have had a marked upswing during the year, and there has also
been a significant reduction in credit spreads with a good return on the
credit portfolios. There is some uncertainty regarding the extent to which
the positive trend will continue. This is especially true of the effects of the
authorities’ expected downscaling of the financial and monetary policy
measures that have been implemented as a result of the financial crisis.

The established pension, savings and banking operations have developed in
accordance with the expectations, and they will strengthen the Group’s position
and provide a platform for growth in Norway in the long run. It is targeted that
the Pension and savings operations should reach breakeven level in 2011, and

A change in the regulatory framework in general may affect Gjensidige’s
operations. No new regulatory framework has been passed in 2009 that will
have a major impact on the operations, but there are a number of initiatives
that will have an impact over a period of time. This is especially true of the
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Starting in 2011, total claims incurred should be reduced by NOK 400
to 500 million (adjusted for inflation) compared with the 2007 level. The
equivalent reduction of operating expenses is NOK 300 to 400 million.
The efforts to reduce claims incurred and operating expenses starting in
2011 will also affect the profits in 2010.

As commented above, the Board of Directors has decided to propose for the
Annual General Meeting a conversion of Gjensidige Forsikring BA to a public limited company (ASA) with the intention to list the shares on Oslo Børs during
second half of 2010. The purpose of the listing is to give the Group greater
flexibility and more opportunity to take part in the structural changes affecting the financial sector in the Nordic countries. A listing will give the Group
an equity instrument that can be used in the event of any acquisition that may
occur or in some other manner to finance the growth strategy, within breadth
as well as geographically, whilst is will also place a value on Gjensidige.

Governance

The competition in the Norwegian general insurance market became
even tougher in 2009, and this trend is expected to continue. The small
insurance companies have gradually increased their market shares, partly
by establishing themselves in niches in the market and partly through aggressive pricing. In addition, many of the established financial players have
started general insurance companies. These companies have not previously
provided general insurance, but have associated operations and distribution
channels. However, the measures that were implemented in 2009 entail that
Gjensidige is well positioned to meet this competition. However, growth in
premium volume in Gjensidige’s Norwegian general insurance operations in
2010 is mainly expected to come from implemented and planned premium
measures. It is first and foremost the Danish and Swedish general insurance
operations that will provide most of the growth in 2010. The economic
outlook for the Baltic States is still unpromising, and it is expected that the
total market for general insurance will continue to decline in 2010.

The organisation of the Norwegian distribution model in two divisions is an
important contributor to help ensure a good distribution of the broad range
of products. Products in pensions and savings, banking and health care are a
natural part of the dialogue with the customers. Gjensidige will continue its
efforts to expand its private customers’ involvement in the Company, e.g. by
encouraging them to enter into banking, savings and pension agreements.
The authorities’ establishment of the Financial Portal has made it easier for
customers to compare products and prices offered by the various companies.
This, together with an increased opportunity to change insurance companies
at times other than the annual renewal date has given rise to greater mobility
among customers. Increased attention from customers, however, will also give
the companies an opportunity to emphasise the quality and scope of cover
offered by their products. This will make it more apparent that the choice of
an insurance provider entails more than just an evaluation of price. Gjensidige
will therefore continue its product strategy, which offers its customers the
opportunity to choose more comprehensive cover than the standard solution.

perspeCtive

An Equal Opportunity and Inclusive Workforce Committee has been established in the business. The committee consists of two representatives each from
the employers and employees. (The employer also provides secretarial resources to the committee.) If it is desirable, the committee can invite a representative from the corporate health services to the meetings. The committee shall
draft an action plan for the equal opportunity and inclusive workforce efforts
in Gjensidige Forsikring that are to be approved by the coordinating committee. In particular, the action plan shall help ensure the desire to:
• Initiate specific measures to improve the equal opportunity and inclusive workforce efforts in Gjensidige Forsikring.
• All employees are given the same opportunities for personal and
professional development and shall be given equal status, regardless of
gender, age, ethnic origin or functionality.

the equivalent target for Gjensidige Bank is 2010. The acquisition of Citibank’s
consumer finance operations will make a positive contribution through increased
profitability, a broader range of products and a broadening of the customer base.

Operations

to encourage diversity through recruitment as well as balanced age and
gender distributions and a breadth of ethnic origin.
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EU’s solvency project for insurance companies, Solvency II. The Solvency II
project is in progress under the direction of the EU, and this project will result
in a completely new standard for capital adequacy and the regulation of European insurance companies. Solvency II will help improve the quantification
of risk and capital requirements for insurance companies, and it will strengthen risk management in general. The new regulations, which are expected
to enter into force in 2012, will give companies a greater incentive to survey
and manage all risks in a consistent manner. Gjensidige is actively following
these developments, and have participated, for example, in the quantitative
impact studies. The conclusion from the preliminary study is that Gjensidige
is well positioned to meet the new requirements. Solvency II will also entail
new requirements for the way in which risk management in the business is
organised and performed as well as new reporting requirements.
Normally there is a great deal of uncertainty regarding forward-looking
matters, but it is the Board of Directors’ opinion that the Group is wellequipped to meet the competition in the years to come.

EVENTS AFTER THE BALANCE SHEET DATE
On March 8, 2010, Gjensidige entered into an agreement to purchase
Nykredit Forsikring A/S (Nykredit Forsikring) for DKK 2.5 billion. The
acquisition will strengthen Gjensidige’s competitive ability in the Danish
marketplace, as well as contribute to additional cost synergies through
economies of scale. At the same time, Gjensidige and Nykredit entered
into a long-term strategic partnership enabling the Nykredit Group to
sell and distribute Gjensidige’s general insurance products in the Danish
market. Nykredit is one of the largest players in the Danish financial
marketplace, with operations within banking, insurance, pensions and real
estate. The group possesses a considerable distribution network, including
70 offices and two real estate agents with a total of 310 offices.
The beginning of 2010 has been abnormally cold, and this has entailed a greater
number of losses than normal. This makes it natural to consider price measures.

ALLOCATION OF PROFIT BEFORE OTHER COMPONENTS
OF COMPREHENSIVE INCOME
The Group’s profit for the year after tax expense amounted to NOK
2,304.8 million. The Board of Directors has approved a dividend policy that
forms the basis for the dividend proposals that are submitted to the general meeting. Gjensidige shall have a competitive dividend policy relative
to comparable investments. In determining the size of the annual dividend,
consideration shall be given to the Group’s capital requirements, including
capital adequacy requirements, together with targets and strategic plans.
Unless the capital requirements suggest otherwise, the Board of Directors’
goal is that between 50 and 80 per cent of the profit for the year after
tax will be distributed as dividends. The Board of Directors recommends
that NOK 1,650.0 million be paid in dividends for the 2009 financial year,
corresponding to 71.6 per cent of the Group’s profit for the year.
It is recommended that the parent company’s profit before other components
of comprehensive income of NOK 2,943.6 million be allocated as follows:
Dividends
Transfer to equalisation fund (class I)
Transfer to other equity (class I)
Transfer to retained earnings (class II)
Transfer to other equity (class II)

1,650.0
178.2
145.2
534.7
435.5

Allocated

2,943.6

Other components of comprehensive income, which are presented in the income statement on page 167 are not included in the allocation of profit. After
the allocation of profit before other components of comprehensive income,
the parent company’s distributable equity amounted to NOK 13,362.5 million.
The Board of Directors wishes to thank all of the Group’s employees for
their good efforts in 2009. The Board of Directors has decided to give
each of the employees a bonus of NOK 20,000 per full time employee.

Beyond that, no significant events have occurred after the end of 2009.
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Consolidated InCome statement
Notes

1.1.-31.12.2009

Restated
1.1.-31.12.2008

4

15,660.4
116.3
323.3
509.1
61.5
16,670.7

15,481.9
58.1
392.9
503.9
34.6
16,471.4

263.3
401.2
1,385.9
773.3
120.1
(155.9)
2,788.0

188.2
427.6
1,693.6
(3,609.9)
1,188.8
(147.0)
(258.7)

Total operating income and net income from investments

19,458.7

16,212.7

Claims, loss etc.
Claims incurred etc. from general insurance
Claims incurred etc. from pension
Interest expenses etc. and loss on lending from banking operations
Total claims, interest expenses, loss etc.

(12,071.0)
(121.5)
(268.8)
(12,461.4)

(11,983.8)
(39.0)
(354.4)
(12,377.1)

(2,771.5)
(102.7)
(147.3)
(476.5)
(116.1)
(216.7)
(3,830.8)

(2,638.3)
(104.9)
(134.8)
(462.9)
(80.1)
(107.4)
(3,528.4)

(16,292.1)

(15,905.5)

4

3,166.5

307.2

17, 27

(861.8)

(55.0)

2,304.8

252.3

5.76

0.63

NOK million
Operating income
Earned premiums from general insurance
Earned premiums from pension
Interest income and credit commission income from banking operations
Operating income from health care services
Other income including eliminations
Total operating income
Net income from investments
Income from investments in associates
Net operating income from property
Interest income and dividend etc. from financial assets
Net changes in fair value on investments (incl. property)
Net realised gain and loss on investments
Expenses related to investments
Total net income from investments

Operating expenses
Operating expenses from general insurance
Operating expenses from pension
Operating expenses from banking operation
Operating expenses from health care services
Other operating expenses
Amortisation and impairment losses of excess value - intangible assets
Total operating expenses

6

18
20

18

Total expenses
Profit/(loss) for the year before tax expense
Tax expense
PROFIT/(LOSS) FOR THE year
Earnings per equity certificate, NOK (basic and diluted)

100

gjensidige annual RePORT 2009

NOK million
Profit/(loss) for the year

TOTAL COMPREHENSIVE INCOME for the year

1.1.-31.12.2008

2,304.8

252.3

(102.5)
(8.6)
442.7
(254.1)
77.5

152.6
105.9
(89.4)
(407.9)
291.4
52.6

2,382.3

304.9

Operations

Components of other comprehensive income
Exchange differences
Change in assets available for sale
Share of other comprehensive income of associates
Actuarial gains and losses on pension
Tax on other comprehensive income
Total components of other comprehensive income

1.1.-31.12.2009

This is gjensidige

Consolidated statement of comprehensive income
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Consolidated balance sheet
Notes

31.12.2009

Restated
31.12.2008

5
5
6
7
7
8

1,507.5
847.1
3,783.3
282.2
316.1
5,509.9

1,763.4
1,027.6
2,662.9
330.7
324.7
5,618.9

9, 10
9
9
9
9, 11
11

203.2
7,728.6
15,562.4
15,816.0
13,349.5
2,823.4
0.6
239.3
3,435.8
303.5
56.9
3,103.5

289.8
6,376.2
17,171.7
13,683.7
7,170.2
1,421.7
0.7
390.8
3,213.3
436.0
657.7
3,011.6

TOTAL ASSETS

74,868.9

65,551.4

EQUITY AND LIABILITIES
Equity
Equity certificates
Other equity
Total equity

1,000.0
20,968.2
21,968.2

3,860.0
15,725.9
19,585.9

7,671.7
25,857.2
41.6
774.4
172.1

6,760.9
25,561.5
45.1
1,426.3
94.8

93.1
6,550.4
4,916.1
1,245.9
921.7
1,205.6
346.4
74.8
2,823.4
206.3

863.7
6,131.4
605.9
1,019.0
407.9
987.4
357.6
81.6
1,421.7
200.9

Total liabilities

52,900.7

45,965.5

TOTAL EQUITY AND LIABILITIES

74,868.9

65,551.4

NOK million
assets
Goodwill
Other intangible assets
Investments in associates
Owner-occupied property
Plant and equipment
Investment properties
Financial assets
Financial derivatives
Shares and similar interests
Bonds and other securities with fixed income
Bonds held to maturity
Loans and other receivables
Assets in life insurance with investment options
Reinsurance deposits
Reinsurers' share of insurance-related liabilities in general insurance, gross
Receivables related to direct operations and reinsurance
Other receivables
Prepaid expenses and earned, not received income
Cash and cash equivalents

14
11
11
11
12, 26

Provision for liabilities
Provision for unearned premiums, gross
Claims provision, gross
Provision for premium discounts
Pension liabilities
Other provisions

14
14
15
16

Financial liabilities
Financial derivatives
Deposits from and liabilities to customers
Interest-bearing liabilities
Other liabilities
Current tax
Deferred tax liabilities
Liabilities related to direct insurance
Accrued dividend
Liabilities in life insurance with investment options
Accrued expenses and deferred income

9, 10
9, 16
9, 16
9, 16
27
17, 27
9, 16
16
9, 16
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Class I capital
EqualiPremium
sation
reserve
fund

Class II capital
Other
equity

3,860.0

464.3

751.3

(85.6)

Total Compenclass I
sation
capital
fund

Total
class II
capital

Other
equity

5,075.6
25 %

12,974.0

2,252.9

15,226.9
75 %

20,302.5

148.7

63.1

(256.8)

446.0

189.2

252.3

Components of other comprehensive income
Exchange differences
Change in assets available for sale
Share of other comprehensive income of associates
Actuarial gains and losses on pension
Tax on other comprehensive income

38.2
26.5
(22.4)
(102.0)
72.9

38.2
26.5
(22.4)
(102.0)
72.9

114.5
79.4
(67.1)
(305.9)
218.6

114.5
79.4
(67.1)
(305.9)
218.6

152.6
105.9
(89.4)
(407.9)
291.4

Total components of other comprehensive income

13.2

13.2

39.5

39.5

52.6

161.8

76.2

(256.8)

485.5

228.7

304.9

(255.4)

(766.1)

(766.1)

(1,021.5)

4,896.5

11,951.1

14,689.5

19,585.9

NOK million
Equity as at 31.12.2007
Ownership fraction
1.1.-31.12.2008
Profit/(loss) for the year restated

Total comprehensive income for the year restated

(85.6)

Paid dividend
Equity as at 31.12.2008
restated
Ownership fraction

(255.4)
3,860.0

123.3

913.1

2,738.4

25 %

1.1.-31.12.2009
Profit for the year

590.7

(14.5)

576.2

Components of other comprehensive income
Exchange differences
Share of other comprehensive income of associates
Actuarial gains and losses on pension
Tax on other comprehensive income

(25.6)
(2.2)
110.7
(63.5)

Total components of other comprehensive income
590.7

Capital reduction

(2,860.0)

1,430.0

1,430.0

Equity as at 31.12.2009

1,000.0

1,430.0

2,144.0

Ownership fraction
Number of equity certificates
Profit/(loss) per equity certificate, NOK, basic and diluted
(profit/(loss) for the year/number of equity certivicates)

75 %

(43.6)

1,728.6

2,304.8

(25.6)
(2.2)
110.7
(63.5)

(76.9)
(6.5)
332.0
(190.6)

(76.9)
(6.5)
332.0
(190.6)

(102.5)
(8.6)
442.7
(254.1)

19.4

19.4

58.1

58.1

77.5

4.9

595.6

1,772.2

14.5

1,786.7

2,382.3

917.9

5,492.1

13,723.3

2,752.9

16,476.2

21,968.2

25 %
100,000,000

1,772.2

Governance

Total comprehensive income for the year

Total
equity

perspective

Retained
earnings

Operations

Equity
certificate
capital
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5.76
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Consolidated cash flow statement
NOK million

1.1.-31.12.2009

1.1.-31.12.2008

17,565.2
(11,061.3)
(3,879.6)
(4,388.3)

17,445.7
(11,011.8)
(2,896.2)
1,181.9

Net receipts/payments from investments
Shares and other equity participations
Bonds and other fixed-income securities
Financial derivatives and other financial instruments
Investment property

(956.2)
(2,975.5)
(704.1)
(5.7)

3,266.2
(6,633.2)
(2,163.1)
(427.8)

Interest and other financial income
Net receipts/payments - property activities
Net receipts/payments - other income
Payments of tax

2,074.8
267.9
549.6
(401.4)

985.9
258.7
76.0
(141.2)

Net cash flow from operating activities

(3,914.5)

(59.1)

(174.7)
(174.7)

(525.1)
1,445.9
(226.5)
694.3

(3.6)
(36.7)
4,328.9
4,288.6

(939.9)
(62.9)
(899.0)
(1,901.7)

Net cash flow for the period

199.4

(1,266.5)

Effect of currency fluctuations on cash and cash equivalents

(110.4)

122.0

89.0

(1,144.6)

3,011.6
2.8
3,014.5
3,103.5

4,092.3
63.9
4,156.2
3,011.6

89.0

(1,144.6)

Cash flow from operating activities
Premiums paid, net of reinsurance
Claims paid, net of reinsurance
Operating expenses paid, including commission
Net receipts/payments on lending and borrowing

Cash flow from investing activities
Payments on purchase of subsidiaries
Net receipts/payments on owner-occupied property
Net receipts/payments on sale/purchase of plant and equipment
Net cash flow from investing activities
Cash flow from financing activities
Payments of dividend
Interest payments on borrowings
Net payment on long term borrowings
Net cash flow from financing activities

Net movement in cash and cash equivalents
Cash and cash equivalents at the start of the period
Merged, acquired and disposed companies
Adjusted holdings at the beginning of the period
Cash and cash equivalents at the end of the period
Net movement in cash and cash equivalents
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REPORTING ENTITY

The accounting policies applied in the consolidated financial statements
are described below. The policies are used consistently throughout the
entire Group with the exception of one difference that is permitted
in accordance with IFRS 4 about insurance contracts. See description
under the section Claims provision, gross.

BASIS OF PREPARATION
Statement of compliance

The IFRSs and interpretations that have been issued up until 10 March
2010, not yet mandatory as at 31 December 2009; i.e. IFRS 9 and
IFRIC 19, amendments to IFRIC 14, IFRS 2, IFRS 1 and revised IAS 24,
as well as improvements to IFRSs are assumed, based on assessments
made so far, not to have material impact on reported figures.

The consolidated financial statements have been prepared based on the
historical cost principle with the following exceptions
• derivatives are measured at fair value
• financial instruments at fair value through profit or loss are measured at fair value
• financial assets available for sale are measured at fair value
• investment properties are measured at fair value

Due to rounding differences, figures and percentages may not add up
to the total.

SEGMENT REPORTING
According to IFRS 8, the operating segments are determined based on
the Group’s internal organisational management structure and the internal financial reporting structure to the chief operating decision maker. In
Gjensidige Insurance Group the Senior Group Management is responsible
for evaluating and following up the performance of the segments and
is considered the chief operating decision maker within the meaning
of IFRS 8. Gjensidige reports on seven operating segments, which are
independently managed by managers responsible for the respective segments depending on the products and services offered, distribution and
settlement channels, brands and customer profiles. Identification of the
segments is based on the existence of segment managers who report
directly to the Senior Group Management/CEO and who are responsible
for the performance of the segment under their charge. Based on this
Gjensidige reports the following operating segments
• General insurance Private Norway
• General insurance Commercial Norway
• General insurance Nordic
• General insurance Baltic
• Pension and savings
• Online retail banking
• Health care services
The recognition and measurement principles for Gjensidige’s segment
reporting are based on the IFRS principles adopted in the consolidated
financial statements.
Inter-segment pricing is determined on arm’s length distance.

CONSOLIDATION POLICIES
Subsidiaries
Subsidiaries are entities in which Gjensidige Forsikring has a controlling
influence, which will apply to companies where Gjensidige Forsikring
owns more than 50 per cent of the voting shares, either directly or
indirectly through subsidiaries. The subsidiaries are included in the
consolidated financial statements from the date that control commences until the date that control ceases. The accounting policies of the
subsidiaries have been changed when necessary, to align them with the
policies adopted by the Group.

results

Basis of measurement

The consolidated financial statements are presented in NOK, which is
Gjensidige Forsikring’s functional currency. All financial information is
presented in NOK, unless otherwise stated.

Governance

As a result of amendments to IAS 1 Presentation of Financial State
ments the format of the financial statements has changed. The
comparable figures have been restated correspondingly. The income
statement has been changed to reflect the various business areas in the
group better. A separate statement of changes in equity is presented.
Other transactions that are recognised in equity are included in the
statement of comprehensive income, which was referred to earlier as
statement of recognised income and expenses. The changes have no
significance to the measurement and recognition of the individual items
in the financial statements. The profit/(loss) and equity for the period
are thus unaffected by the changes.

Functional and presentation currency

perspective

The consolidated financial statements have been prepared in accordance with IFRSs endorsed by EU, and interpretations that should be
adopted as of 31 December 2009, and additional disclosure requirements in accordance with the Norwegian Financial Reporting Regulations for Insurance Companies (FOR 1998-12-16 nr 1241) pursuant to
the Norwegian Accounting Act.

• derivatives are measured at fair value
• financial instruments at fair value through profit or loss are measured at fair value
• financial assets available for sale are measured at fair value
• investment properties are measured at fair value

Operations

Gjensidige Forsikring BA is a mutually owned company domiciled in
Norway. The company’s head office is located at Drammensveien 288,
Oslo, Norway. The consolidated financial statements of the Gjensidige
Insurance Group (the Group) as at and for the year ended 31 December
2009 comprise Gjensidige Forsikring BA and its subsidiaries and the
Group’s interests in associates. The activities of the Group consist of
general insurance, pension and savings, online retail banking and health
care services. The Group does business in Norway, Sweden, Denmark,
Latvia, Lithuania and Estonia.

This is gjensidige

ACCOUNTING POLICIES

Functional and presentation currency
The consolidated financial statements have been prepared based on the
historical cost principle with the following exceptions

Associates
Associates are entities in which the Group has a significant, but not a
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controlling, influence over the financial and operating policies. Normally
this will apply when the Group has between 20 and 50 per cent of the
voting power of another entity. Associates are accounted for using the
equity method, and are recognised initially at cost. The Group’s investment includes goodwill identified on acquisition, net of any accumulated impairment losses. The consolidated financial statements include
the Group’s share of income, expenses, and movements in equity, after
adjustments to align the accounting policies with those of the Group,
from the date that significant influence commences until the date that
the significant influence ceases.

Interest income and credit commission income from banking operations

Transactions eliminated on consolidation

Commission income from various customer services is recognised
depending on the nature of the commission. Charges are recognised
as income when the services have been delivered or when a significant
proportion have been completed. Charges that are received for services
provided are recognised as income in the period in which the service
was performed. Commission that is received for setting up loans or as
payment for various services is recognised as income when the service
has been performed. Commission expenses are transaction based, and
are recognised in the period in which the service was received.

Intra-group balances and transactions, and unrealised income and
expenses arising from intra-group transactions, are eliminated in
the consolidated financial statements. Unrealised gains arising from
transactions with equity accounted companies are eliminated against
the investment to the extent of the Group’s interest. Unrealised losses
are eliminated in the same way, but only to the extent that there is no
evidence of impairment.

Interest income and interest expenses are calculated and recognised
using the effective interest method. The calculation takes into account
all direct and attributable costs that form an integral part of the
effectiveinterest rate. Interest is recognised in profit or loss using
the effective interest method both for balance sheet items that are
measured at amortised cost and those that are measured at fair value
through profit and loss. Interest income on impaired loans is calculated
as the effective interest on the impaired value.

Business combinations
Business combinations are accounted for by applying the purchase
method. The cost of the business combination is the fair value at the
date of exchange of assets acquired, liabilities incurred and equity
instruments issued by the Group, in exchange for control of the acquired company, and any expenses directly attributable to the business
combination.
If the fair value, after a reassessment of the Group’s share in the net
fair value of identifiable assets, liabilities and contingent liabilities
exceeds the cost of the business combination, the excess amount is
recognised immediately in profit or loss.

The contracts vary between fixed-price contracts which to a great
extent are invoiced in advance, and task contracts which are invoiced
after completed assignment/time used. The part of the income that is
invoiced in advance is accrued over the period the invoice applies to.
From operating income, value added tax, discounts, bonuses and invoiced freight expenses are deducted.

Claims incurred

Cash flows from operating activities are presented according to the direct
method, which gives information about material classes and payments

Claims incurred consist of gross paid claims less reinsurers’ share, in
addition to a change in provision for claims, gross, also less reinsurers’
share. Direct and indirect claims processing costs are included in claims
incurred. The claims incurred contain run-off gains/losses based on
previous years’ claims provisions.

RECOGNITION OF REVENUE AND EXPENSES

Operating expenses

Operating income and operating expenses consist of income and
expenses in relation to the business in the different business areas, see
below.

Operating expenses consist of salaries and administration and sales costs.

CASH FLOW STATEMENT

Earned premiums from general insurance
Insurance premiums are recognised over the term of the policy. Earned
premiums from general insurance consist of gross premiums written
and ceded reinsurance premiums.
Gross premiums written include all amounts the company has received
or is owed for insurance contracts where the insurance period starts
before the end of the accounting period. At the end of the period provisions are recorded, and premiums written that relate to subsequent
periods are adjusted for.
Ceded reinsurance premiums reduce gross premiums written, and are
adjusted for according to the insurance period. Premiums for inward
reinsurance are classified as gross premiums written, and are earned
according to the insurance period.

Earned premiums from pension
Earned premiums from pension consist of earned risk premium and
administration expenses in relation to the insurance contracts
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Operating income from health care services
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Insurance-related operating expenses consist of insurance-related
administration expenses including commissions for received reinsurance
and sales expenses, less received commissions for ceded reinsurance
and profit share.

Net income from investments
Financial income consist of interest income on financial investments,
dividend received, realised gains related to financial assets, change in
fair value of financial assets at fair value through profit or loss, and
gains on financial derivatives. Interest income is recognised in profit or
loss using the effective interest method.
Financial expenses consist of interest expenses on loans that are not
part of the banking operations, realised losses related to financial assets, change in fair value of financial assets at fair value through profit
or loss, recognised impairment on financial assets and recognised loss
on financial derivatives. All expenses related to loans are recognised in
profit or loss using the effective interest method.

Every company in the Group determines its functional currency, and
transactions in the entities’ financial statements are measured in the
functional currency of the subsidiary.
Transactions in foreign currencies are translated to the respective
functional currencies of the respective Group entities at exchange rates
at the date of the transaction.

Exchange differences arising on retranslations are recognised in profit
or loss, except for differences arising on the retranslation of financial
instruments designated as hedge of a net investment in a foreign
operation that qualifies for hedge accounting. These are recognised in
other comprehensive income.

Foreign operations that have other functional currencies are translated
to NOK by translating the income statement at average exchange
rates for the period of activity, and by translating the balance sheet
at exchange rates at the reporting date. Exchange differences are
recognised as a separate component of equity. On disposal of the
foreign operation, the cumulative amount of the exchange difference
recognised in other comprehensive income relating to that foreign
operation is recognised in profit of loss, when the gain or loss on
disposal is recognised.

Goodwill arising on the acquisition of a foreign operation and fair value
adjustments of the carrying amount of assets and liabilities arising
on the acquisition of the foreign operation are treated as assets and
liabilities of the foreign operation.

TANGIBLE ASSETS
Owner-occupied property, plant and equipment

Owner-occupied property is defined as property that is used by
Gjensidige for conducting its business. If the properties are used both
for the company’s own use and as investment properties, classification
of the properties is based on the actual use of the properties.

Investment properties
Investment properties are properties held either to earn rental income
or for capital appreciation, or for both. These properties are not used
in production, deliveries of goods and services, or for administrative
purposes.
Investment properties are measured initially at cost, i.e. the purchase
price including directly attributable expenses associated with the
purchase. Investment properties are not depreciated.
Subsequent to initial recognition investment properties are measured at
fair value, and any changes in fair value are recognised in profit or loss.
Fair value is based on market prices, after consideration of any diffe
rences in type, location or condition of the individual property. Where
market prices are not available, the properties are individually assessed
by discounting the expected future net cash flow by the required rate
of return for each investment. The net cash flow takes into ¬account
existing rental contracts and expectations of future rental income
based on the current market situation. The required rate of return is
determined based on the expected future risk-free interest rate and an
individually assessed risk premium, dependent on the rental situation
and the location and standard of the building. An observation of yields
reported from market transactions is also performed. The valuation is
carried out both by external and internal expertise having substantial
experience in valuing similar types of properties in geographical areas
where the Group’s investment properties are located.

results

Recognition and measurement
Items of owner-occupied property, plant and equipment are measured at
cost less accumulated depreciation and accumulated impairment losses.
Cost includes expenditures that are directly attributable to the acquisition
of the item. In cases where equipment or significant items have different
useful lives, they are accounted for as separate components.

Depreciation method, expected useful life and residual values are
reassessed annually. An impairment loss is recognised if the carrying
amount of an asset is less than the recoverable amount.

Governance

Exchange gains and losses arising from a monetary item receivable from
or payable to a foreign operation, the settlement of which is neither
planned nor likely in the foreseeable future, are considered to form a
part of the net investment in the foreign operation and are recognised
in other comprehensive income.

Depreciation
Each component of owner-occupied property, plant and equipment are
depreciated using the straight-line method over estimated useful life.
Land is not depreciated. The estimated useful lives for the current and
comparative periods are as follows
• owner-occupied property 10-50 years
• plant and equipment
3-10 years

perspective

Foreign operations

Gjensidige may engage in refurbishment, major upgrades or new
property projects. The costs for these are recognised using the same
principles as for an acquired asset.

Operations

At the reporting date monetary items are retranslated to the functional currency at exchange rates at that date. Non-monetary items
denominated in foreign currencies that are measured at historical cost,
are retranslated using the exchange rates at the date of the transacti
on. Non-monetary items denominated in foreign currencies that are
measured at fair value, are retranslated to the functional currency at
the exchange rates at the date when the fair value was determined.

Subsequent costs
Subsequent costs are recognised in the asset’s carrying amount when
it is probable that the future economic benefits associated with the
asset will flow to the Group, and the cost of the asset can be measured
reliably. If the subsequent cost is a replacement cost for part of an
item of owner-occupied property, plant and equipment, the cost is
capitalized and the carrying amount of what has been replaced is
derecognised. Repairs and maintenances are recognised in profit or loss
in the period in which they are incurred.

This is gjensidige

FOREIGN CURRENCY
Foreign currency transactions

In cases of change of use and reclassification to owner-occupied
property, fair value at the date of the reclassification is used as cost for
subsequent reporting.

Intangible assets
Goodwill
Goodwill acquired in a business combination represents cost price of
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the acquisition in excess of the Group’s share of the net fair value of
identifiable assets, liabilities and contingent liabilities in the acquired entity at the time of acquisition. Goodwill is recognised initially at cost and
subsequently measured at cost less accumulated impairment losses.
Goodwill acquired in a business combination is not amortised, but is
tested for impairment annually or more frequently, when indications of
impairment losses exist.
For investments accounted for according to the equity method, carrying
amount of goodwill is included in the carrying amount of the investment.

Other intangible assets
Other intangible assets consist of customer portfolios, trademarks,
internally developed software and other intangible assets that are
acquired separately or as a group are recognised at historical cost
less accumulated amortisation and accumulated impairment losses.
New intangible assets are capitalized only if future economic benefits
associated with the asset are probable and the cost of the asset can be
measured reliably.
Development expenditures (both internally and externally generated)
is capitalized only if the development expenditure can be measured
reliably, the product or process is technically and commercially feasible,
future economic benefits are probable, and the Group intends to and
has sufficient resources to complete the development and to use or sell
the asset.

Amortisation
Intangible assets, other then goodwill is amortised on a straight-line
basis over the estimated useful life, from the date that they are avail
able for use. The estimated useful lives for the current and comparative
periods are as follows
• customer portfolios
10 years
• trademarks
1–10 years
• internally developed software 5–8 years
• other intangible assets
5–10 years
The amortisation period and amortisation method are reassessed annually. An impairment loss is recognised if the carrying amount of an asset
is less than the recoverable amount.

IMPAIRMENT OF NON-FINANCIAL ASSETS
IIndicators of impairment of the carrying amount of tangible and
intangible assets are assessed at each reporting date. If such indicators
exist, then recoverable amount of an assets or a cash generating unit is
estimated. Indicators that are assessed as significant by the Group and
might trigger testing for an impairment loss are as follows
• significant reduction in earnings in relation to historical or expected
future earnings
• significant changes in the Group’s use of assets or overall strategy for
the business
• significant negative trends for the industry or economy
• other external and internal indicators
Goodwill is tested for impairment annually. The annual testing of goodwill
is performed in the third quarter.
Recoverable amount is the greater of the fair value less costs to sell and
value in use. In assessing value in use, estimated future cash flows are
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discounted to present value using a pre-tax discount rate that reflects the
time value of money and the risks specific to the asset. For the purpose
of impairment testing, assets are grouped together into the smallest
group of assets generating cash inflows that are largely independent of
cash inflows from other assets or groups of assets (“cash-generating
unit”). Goodwill is allocated to the cash-generating unit expecting to
benefit from the business combination.
Impairment losses are recognised in profit or loss if the carrying amount
of an asset or cash-generating unit exceeds its estimated recoverable
amount. Impairment losses recognised in respect of cash-generating units
are allocated first to the carrying amount of goodwill and then proportionally to the carrying amount of each asset in the cash-generating unit.
Previously recognised impairment losses are reversed if the prerequisites
for impairment losses are no longer present. Impairment losses will only
be reversed if the recoverable amount does not exceed the amount that
would have been the carrying amount at the time of the reversal if the
impairment loss had not been recognised.
Impairment losses recognised for goodwill will not be reversed in a
subsequent period. On disposal of a cash generating unit, the goodwill
attributable will be included in the determination of the gain or loss on
disposal.

TECHNICAL PROVISIONS
Provision for unearned premiums, gross
The provision for unearned premiums, gross reflects the accrual of premiums written. The provision corresponds to the unearned portions of
the premiums written. No deduction is made for any expenses before
the premiums written are accrued.
In the case of group life insurance for the commercial market, the
provision for unearned premiums, gross also includes provisions for fully
paid whole-life cover (after the payment of disability capital).

Claims provision, gross
The claims provision comprise provisions for anticipated future claims
payments in respect of claims incurred, but not fully settled at the
reporting date. These include both claims that have been reported
to the company (RBNS – reported but not settled) and those that
have not yet been reported (IBNR – incurred but not reported). The
provisions related to reported claims are assessed individually by the
Claims Department, while the IBNR provisions are calculated based on
empirical data for the time it takes from a loss or claim occurring (date
of loss) until it is reported (date reported). Based on experience and the
development of the portfolio, a statistical model is prepared to calculate
the scope of post-reported claims. The appropriateness of the model
is measured by calculating the deviation between earlier post-reported
claims and post-reported claims estimated by the model.

Adequacy test
A yearly adequacy test is performed to verify that the level of the
provisions is sufficient compared to the company’s liabilities. Current
estimates for future claims payments for the company’s insurance
liabilities at the reporting date, as well as related cash flows, are used
to perform the test. This includes both claims incurred before the
reporting date (claims provisions) and claims that will occur from the
reporting date until the next annual renewal (premium provisions). Any
negative discrepancy between the original provision and the liability
adequacy test will entail provision for insufficient premium level.

Technical provisions regarding life insurance in Gjensidige Pensjons
forsikring are premium reserve, claims provision and additional provision.
The technical provisions related to the unit linked contracts are
determined by the market value of the financial assets. The unit linked
contracts portfolio is not exposed to investment risk related to the
customer assets since the customers are not guaranteed any return. In
addition there is a portfolio of annuity contracts which have an average
3.8 per cent annually guaranteed return on assets.

Reinsurers’ share of insurance-related liabilities in general
insurance, gross

FINANCIAL INSTRUMENTS

Recognition and derecognition
Financial assets and liabilities are recognised when Gjensidige becomes
a party to the instrument’s contractual terms. Initial recognition is at fair
value. For instruments that are not derivatives or measured at fair value
through profit or loss, transaction expenses that are directly attributable
to the acquisition or issuance of the financial asset or the financial
liability, are included. Subsequent to initial recognition the instruments are
measured as described below.

At fair value through profit or loss

Gjensidige holds an investment portfolio that is designated at fair value
at initial recognition, and that is managed and evaluated regularly at fair
value. This is according to the Board of Directors’ approved risk manage
ment and investment strategy, and information based on fair value is
provided regularly to the Senior Group Management and the Board of
Directors.
The banking operation took out a fixed-rate loan in the fourth quarter of

Financial assets available for sale are non-derivative financial assets that
have been recognised initially in this category, or are not recognised
initially in any other category. Subsequent to initial recognition financial
assets in this category are measured at fair value, and gain or loss is
recognised in other comprehensive income except for impairment losses,
which are recognised in profit or loss.
The Group has no financial assets in this category after the investment
was reclassified to associated company.

Investments held to maturity
Investments held to maturity are non-derivative financial assets with
payments that are fixed or which can be determined in addition to a fixed
maturity date, in which a business has intentions and ability to hold to
maturity with the exception of
• those that the business designates as at fair value through profit or
loss at initial recognition
• those that meet the definition of loans and receivables
Investments held to maturity are measured at amortised cost using the
effective interest method, less any impairment losses.
The category investments held to maturity comprises the class bonds
held to maturity.

Loans and receivables
Loans and receivables are non-derivative financial assets with payments
that are fixed or determinable. Loans and receivables are measured at
amortised cost using the effective interest method, less any impairment
losses.
Interest-free loans are issued to finance fire alarm systems within
agriculture for loss prevention purposes. These loans are repaid using the
discount granted on the main policy when the alarm system is installed.
The category loans and receivables comprises the classes loans, receivables related to direct operations and reinsurance, other receivables,
prepaid expenses and earned, not received income and cash and cash
equivalents and obligations classified as loans and receivables.

results

Financial assets and liabilities are classified at fair value through profit
or loss if they are held for trading or are designated as such upon initial
recognition. All financial assets and liabilities can be designated at fair
value through profit or loss if
• the classification reduces a mismatch in measurement or recognition
that would have arisen otherwise as a result of different rules for the
measurement of assets and liabilities
• the financial assets are included in a portfolio that is measured and
evaluated regularly at fair value

Available for sale

Governance

Financial assets are derecognised when the contractual rights to cash
flows from the financial asset expire, or when the Group transfers the
financial asset in a transaction where all or practically all the risk and
rewards related to ownership of the assets are transferred.

The category at fair value through profit or loss comprises the classes
shares and similar interests and bonds and other fixed income assets.

perspective

Financial instruments are classified in one of the following categories
• at fair value through profit or loss
• available for sale
• investments held to maturity
• loans and receivables
• financial derivatives
• financial liabilities at amortised cost

Transaction expenses are recognised in profit or loss when they incur.
Financial assets at fair value through profit or loss are measured at fair
value at the reporting date. Changes in fair value are recognised in profit
or loss.

Operations

Reinsurers’ share of insurance-related liabilities in general insurance,
gross, is classified as an asset in the balance sheet. Reinsurers’ share of
provision for unearned premiums, gross and reinsurers’ share of claims
provision, gross are included in reinsurers’ share of insurance-related
liabilities in general insurance, gross. The reinsurers’ share is less expected
losses on claims based on objective evidence of impairment losses.

2009, where parts of the loan are secured through interest rate swaps.
In the financial statements interest rate swaps are carried at fair value
according to current regulations. In order to avoid a mismatch in the
measurement/recognition, the corresponding deposits are also carried at
fair value. Other deposits are still carried at amortised cost.

This is gjensidige

Provisions for life insurance

Financial derivatives
Financial derivatives are used in the management of exposure to equities,
bonds and foreign exchange in order to achieve the desired level of risk
and return. The instruments are used both for trading purposes and for
hedging of other balance sheet items. Any trading of financial derivatives
is subject to strict limitations.
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The Group uses financial derivatives, amongst other to hedge foreign currency exchanges arising from the ownership of foreign subsidiaries with
other functional currency.
Transaction expenses are recognised in profit or loss when they incur.
Subsequent to initial recognition financial derivatives are measured at fair
value and changes in fair value are recognised in profit or loss.
Hedge accounting is applied on the largest subsidiary. Gains and losses
on the hedging instrument relating to the effective portion of the hedge
are recognised directly in equity, while any gains or losses relating to the
ineffective portion are recognised in profit or loss. If the subsidiary is
disposed of, the cumulative value of such gains and losses recognised in
other comprehensive income is transferred to profit or loss. Where hedge
accounting is not implemented, this implies a divergent treatment of the
hedged object and the hedge instrument used.

An assessment is first made to whether objective evidence of
impairment of financial assets that are individually significant exists.
Financial assets that are not individually significant or that are assessed
individually, but not impaired, are assessed in groups with respect to
impairment. Assets with similar credit risk characteristics are grouped
together.
If there is objective evidence that the asset is impaired, impairment loss
are calculated as the difference between the carrying amount of the
asset and the present value of estimated future cash flows discounted
at the original effective interest rate.

The category financial derivatives comprises the classes financial derivatives at fair value through profit or loss and financial derivatives used as
hedge accounting.

Impairment losses are reversed if the reversal can be related objectively
to an event occurring after the impairment loss was recognised.

Financial liabilities at amortised cost

Available for sale

Financial liabilites are measured at amortised cost using the effective
interest method. When the time horizon of the financial liability’s due
time is quite near in time the nominal interest rate is used when measuring amortised cost.

For financial assets available for sale, an assessment to whether the
assets are impaired is carried out quarterly.

The category financial liabilities at amortised cost comprises the classes
deposits from and liabilities to customers, interest-bearing liabilities,
other liabilities, liabilities related to direct insurance and accrued expenses
and deferred income. Interest-bearing liabilities consist mainly of issued
certificates and bonds, and buy-back of own issued bonds.

Definition of fair value
Fair value is the amount an asset can be sold at or a liability can be settled
to in a transaction carried out at arm’s length distance between wellinformed, willing parties. All financial instruments are recognised initially
at fair value. In the normal course of business, fair value of a financial instrument on initial recognition is the transaction price. The best estimate
of fair value is quoted prices in an actively traded market. Subsequent to
initial recognition, the fair value of financial instruments will be measured
at fair value based on quoted prices in active markets, which are based on
bid prices for assets held and offer prices for liabilities issued.
For further description of fair value, see note 9.

Definition of amortised cost
Subsequent to initial recognition, investments held to maturity, loans and
receivables and financial liabilities that are not measured at fair value are
measured at amortised cost using the effective interest method. When
calculating effective interest rate, future cash flows are estimated, and all
contractual terms of the financial instrument are taken into consideration.
Fees paid or received between the parties in the contract and transaction
costs that are directly attributable to the transaction, are included as an
integral component of determining the effective interest rate.

IMPAIRMENT OF FINANCIAL ASSETS
Loans, receivables and investments held to maturity
For financial assets that are not measured at fair value, an assessment
of whether there is objective evidence that there has been a reduction
in the value of a financial asset or group of assets is made on each
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reporting date. Objective evidence might be information about credit
report alerts, defaults, issuer or borrower suffering significant financial
difficulties, bankruptcy or observable data indicating that there is a measurable reduction in future cash flows from a group of financial assets,
even though the reduction cannot yet be linked to an individual asset.
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If a decline in fair value of an available-for-sale financial asset, compared to cost, is significant (20 per cent) or has lasted longer than nine
months, the cumulative loss – measured as the difference between
the historical cost and current fair value, less impairment loss on that
financial asset that previously has been recognised in profit or loss - is
removed from equity and recognised in profit or loss even though the
financial asset has not been derecognised.
Impairment losses recognised in profit or loss are not reversed through
profit or loss, but in other comprehensive income.

DIVIDEND
Dividend from investments is recognised when the Group has an
unconditional right to receive the dividend. Dividend paid is recognised
as a liability from the point in time when the General Meeting approves
the payment of the dividend.

PROVISIONS
Provisions are recognised when the Group has a legal or constructive
obligation as a result of a past event, it is probable that this will entail
the payment or transfer of other assets to settle the obligation, and a
reliable estimate can be made of the amount of the obligation.
Information about contingent assets are disclosed where an inflow of
economic benefits is probable. Information about a contingent liability
is disclosed unless the possibility of an outflow of resources is remote.

Restructuring
Provision for restructuring are recognised when the Group has
approveda detailed and formal restructuring plan which has commenced or has been announced. Provisions are not made for future
expenses attributed to the operations.

PENSIONs
Gjensidige has both defined contribution and defined benefit plans for
its employees. The defined benefit plan has been placed in a separate

The defined contribution plan is a post-employment benefit plan under
which Gjensidige pays fixed contributions into a separate entity and
there is no legal or constructive obligation to pay further amounts.
Obligatory contributions are recognised as employee benefit expenses
in profit or loss when they are due.

Plan assets are measured at fair value, and are deducted from pension
liabilities in the net pension liabilities in the balance sheet. Any surplus is
recognised if it is likely that the surplus can be used.

Current and deferred tax
Current tax and deferred tax are recognised as an expense or income
in the income statement, with the exception of deferred tax on items
that are recognised in other comprehensive income, where the tax is
recognised in other comprehensive income, or in cases where deferred
tax arises as a result of a business combination. For business combinations, deferred tax is calculated on the difference between fair value of
the acquired assets and liabilities and their carrying amount. Goodwill is
recognised without provision for deferred tax.

Any actuarial gains and losses related to defined benefit plan is recog
nised in other comprehensive income.

RELATED PARTY TRANSACTIONS

Tax

Intra-group balances and transactions are eliminated in preparing the
consolidated financial statements.

Operations

The defined benefit plan is a post-employment benefit plan that entitles
employees to contractual future pension benefits. Pension liabilities
are determined on the basis of linear earning and using assumptions
of length of service, discount rate, future return on plan assets, future
growth in wages, pensions and social security benefits from the National
Insurance, and estimates for mortality and staff turnover, etc.

Deferred tax liabilities are recognised for temporary differences resulting
from investments in subsidiaries and associates, except in cases where
the Group is able to control the reversal of temporary differences,
and it is probable that the temporary difference will not be reversed
in foreseeable future. Deferred tax assets that arise from deductible
temporary differences for such investments are only recognised to the
extent that it is probable that there will be sufficient taxable income to
utilise the asset from the temporary difference, and they are expected
to reverse in the foreseeable future.

This is gjensidige

pension fund and is closed to new employees.

Income tax expense comprises the total of current tax and deferred tax.

Current tax is tax payable on the taxable profit for the year, based on
tax rates enacted or substantively enacted at the reporting date, and
any adjustment to tax payable in respect of previous years.

Deferred tax

Identified functions that are categorized as core activities will be
charged out with a reasonable mark up or alternatively at market price
if Comparable Uncontrolled Prices can be identified.

TRANSACTIONS WITH AFFILIATED COMPANIES
The Fire Mutuals operates as agents on behalf of Gjensidige Forsikring.
For these services commission is paid. For the services performed by
Gjensidige on behalf of the Fire Mutuals regarding operation and reinsurance of their own fire insurance, cost deductions are received. Due
to the fire policy reinsurance plan, Gjensidige Forsikring also manages
assets on behalf of the Fire Mutuals. The Fire Mutuals are credited
interest for these assets.

Governance

Deferred tax is determined based on differences between the carrying
amount and the amounts used for taxation purposes, of assets and
liabilities at the reporting date. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax assets
are generally recognised for all deductible temporary differences to
the extent that it is probable that they can be offset by future taxable
income. If deferred tax arises in connection with the initial recognition
of a liability or asset acquired in a transaction that is not a business
combination, and it does not affect the financial or taxable profit or
loss at the time of the transaction, then it will not be recognised.

The provider of intra-group services, that are not considered core
activities, will as a main rule, allocate its incurred net costs (all costs
included) based on a Cost Contribution Arrangement as described in
OECD Guidelines chapter 8 and on the basis of paragraph 13-1 in the
Norwegian Tax Act.

perspective

Current tax

results
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Notes
1 – EQUITY FUNDS
The total of class I capital (owned by the equity certificate capital
holders) and class II capital (owned by the customers) constitute the
company’s equity. The ratio between the classes determines the allocation of the company’s valuables and value added between the classes
(ownership fraction). To ensure correct allocation of valuables (which is
equal and independent of the risk allocation) and risk allocation (which
is non-equal) the classes are split in corresponding funds.

Class I capital
(the equity certificate holders’ capital)
Equity certificate capital

Compensation fund is undistributable equity and increases as a result
of new issues of equity certificates where premium reserve is paid.
The General Meeting that decides a possible issue is also deciding the
part of premium reserve that shall be allocated to the compensation
fund. The purpose is to protect the customer-owned capital against
unwanted change of the ownership fraction. The fund’s priority is equal
to the premium reserve and higher than all other funds except for the
equity certificate capital.

Equity certificate capital is nominal value primary capital certificate. The
capital is undistributable equity, and is the least vulnerable for losses
(lowest risk). As at 31 December 2009 the equity certificate capital
constitute NOK 1,000,000,000, split between 100,000,000 equity
certificates (primary capital certificates) at NOK 10. The allocation between the owners of the equity certificate capital is determined through
number of certificates held.

Retained earnings

Premium reserve

Other equity

Premium reserve is undistributable equity that either increases as a
result of transfer from equity certificate capital or by payment related
to new issues. The purpose of this reserve is the same as for limited
companies to ensure a correct allocation of valuables between new and
old equity certificate capital, and is functioning in the same manner as
premium reserve in limited companies, however in such a way that a
part of the paid in premium reserve shall be allocated to compensation
fund (class II’s corresponding fund) to counteract undesirable change of
ownership fraction in disfavour of the capital owned by the customers.
The fund’s priority is equal to the compensation fund and higher priority than all other funds except for the equity certificate capital.

Other equity comprises all other equity items and is distributed
proportionally according to the ownership fraction between the class I
and class II capital. Changes in these funds will be relevant in relation to
equity items followed by changes of accounting principles, corrections
of prior years’ financial statements and other similar recognitions not
accounted for according to the principle of congruity. Class I and class
II are equally treated (in relation to ownership fraction) and hence a
ranging of these funds in form of risk/priority is without significance.

Equalisation fund

Natural perils fund is a fund for coverage of claims related to future natural perils. The fund was reclassified from liability to equity in relation
to amended Norwegian Financial Reporting Regulations for Insurance
Companies as of 4 April 2008. The fund is undistributable equity.

The equalisation fund is distributable equity, and comprises the equity
certificate capital owners’ part of profit for the year that is not paid out
as dividend. The equalisation fund can be used to maintain dividend
to the equity certificate capital owners. The fund has the last priority,
is ranked equal to the class II fund “retained earnings” and is charged
proportionally.

Other equity
Other equity comprises all other equity items and is distributed
proportionally according to the ownership fraction between the class I
and class II capital. Changes in these funds will be relevant in relation to
recognition of equity items following changes of accounting principles,
correction of earlier years’ financial statements and other similar
recognitions not accounted for according to the principle of congruity.
Class I and class II are equally treated (in relation to ownership fraction)
and hence a ranging of these funds in form of risk/priority is without
significance.
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Class II capital (the customers’ capital)
Compensation fund
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Retained earnings are the customers recognised equity capital. The
capital is earned and hence distributable equity. The customers’ ownership to the capital is limited to corresponding dividend to the owners
of the equity certificate capital split between the customers based on
rules applied by the General Meeting. Part of profit for the year not
paid as dividend is transferred to the fund for retained earnings.

Other equity for class I and II comprises the
following undistributable funds
Natural perils fund

Guarantee scheme
Guarantee scheme is a provision to secure that the policy holders after
direct claims agreements terminated in Norway is receiving correct
settlement of claims following the agreement. The fund was reclassified
from liability to equity in relation to the amended Norwegian Financial
Reporting Regulations for Insurance Companies as of 4 April 2008. The
fund is undistributable equity.

Funds related to valuation differences
Funds related to valuation differences comprise positive differences
between carrying amount and cost of the company’s investments
in subsidiaries and associates accounted for according to the equity
method.

The accounting policies that are used by Gjensidige in which the
assessments, estimates and prerequisites may deviate significantly from
the actual results are discussed below.

Investment properties

Equipment, owner-occupied property and
intangible assets
Equipment, owner-occupied property and intangible assets are assessed
annually to ensure that the depreciation method and the depreciation
period used are in accordance with economic life. The same applies to
residual value. Impairment losses will be recognised when impairment
exists. An ongoing assessment of these assets is made in the same
manner as investment properties.

Fair value of financial instruments

For long-tail lines, the risk is linked to the fact that the ultimate claim
costs must be estimated based on experience and empirical data. For
certain lines within accident and health insurances, it may take ten
to 15 years before all the claims that occurred in a calendar year are
reported to the company. In addition, there will be many instances
where information reported in a claim is inadequate to calculate a
correct provision. This may be due to ambiguity concerning the causal
relationship and uncertainty about the injured party’s future work
capacity etc. Many personal injury claims are tried in the court system,
and over time the level of compensation for such claims has increased.
This will also be of consequence to claims that occurred in prior
years and have not yet been settled. The risk linked to provisions for
lines related to insurances of the person is thus affected by external
conditions. To reduce this risk, the company calculates its claims liability
based on various methods and follows up that the registered provisions
linked to ongoing claims cases are updated at all times based on the
current calculation rules. See note 3 and 14.

Pensions
The present value of pension liabilities is calculated on the basis
of several actuarial and financial assumptions. Any change in the
assumptions affects the estimated liability. Changes in the discount
rate have the most significant impact. The discount rate and other
assumptions are normally reviewed once a year when the actuarial
calculations are performed unless there have been significant changes
during the year. See note 15.

results

The fair value of financial instruments that are not traded in an active
market (such as unlisted shares) is determined by means of generally
accepted valuation methods. These valuation methods are based
primarily on the market conditions at the reporting date. See note 9.

Insurance products are divided in general into two main categories; lines
with short or long settlement periods. The settlement period is defined
as the length of time that passes after a loss or injury occurs (date of
loss) until the claim is reported and then paid and settled. Short-tail
lines are e.g. property insurance, while long-tail lines primarily involve
accident and health insurances. The uncertainty in short-tail lines of
business is linked primarily to the size of the loss.

Governance

Goodwill is tested for impairment annually or more often if there
are indications that the amounts may be subject to impairment. The
testing for impairment entails determining recoverable amount for the
cash-generating unit. Normally recoverable amount will be determined
by means of discounted cash flows based on business plans. The
business plans are based on prior experience and the expected market
development. See note 5 and 7.

Actuarial provisions
Use of estimates in calculation of technical provisions is primary
applicable for claims provisions.

perspective

Fair value is based on market prices and generally accepted valuation
models where there are no market prices. A key parameter of the
valuation is the long-term required rate of return for the individual
property. A further description of the real estate price risk and a
sensitivity analysis of investment properties are given in note 8.

Impairment of financial assets
For financial assets that are not measured at fair value, it is assessed
whether there is objective evidence that there has been a reduction
in the value of a financial asset or a group of financial assets on each
reporting date. See note 11.

Operations

The preparation of the financial statements under IFRS and
the application of the adopted accounting policies require that
management make assessments, prepare estimates and apply
assumptions that affect the carrying amounts of assets, liabilities,
income and expenses. The estimates and the associated assumptions
are based on experience and other factors that are assessed as
being justifiable based on the underlying conditions. Actual figures
may deviate from these estimates. The estimates and associated
prerequisites are reviewed regularly. Changes in accounting estimates
are recognised in the period the estimates are revised if the change
only affects this period, or both in the period the estimates change
and in future periods if the changes affect both the existing and future
periods.

This is gjensidige

2 – USE OF ESTIMATES
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3 – MANAGEMENT OF INSURANCE RISK AND FINANCIAL RISK
Overview
Management of risk is a part of the daily operations of Gjensidige.
Identification, assessment, management and control of the risk expos
ure as well as analyses of the effects of potential strategic decisions on
the level of risk-taking are an essential part of the operations to ensure
that the level of risk-taking is in keeping with the approved risk appetite
and to enhance value creation.
An overall management of risks ensures that risks are assessed and
handled in a consistent way. Risk management in Gjensidige has two
main objectives. First, the risk exposure should not exceed capacity.
Secondly, but equally important, a comprehensive risk management
should help create value for customers and owners. Through a strong

risk management process, risks are identified, analysed, measured
and managed not only with the purpose of reducing uncertainty and
avoidingextreme losses, but also to maximize the return relative to the
risk.
General insurance constitutes a major part of the operations and
risks of the Group, through Gjensidige Forsikring in Norway and its
foreign subsidiaries and branches in Sweden, Denmark and the Baltic.
Gjensidigealso offers pension, investment and savings products
through the subsidiaries Gjensidige Pensjonsforsikring (GPF) and
GjensidigeInvesteringsrådgivning (GIR). In addition, Gjensidige offers
banking services through Gjensidige Bank and various health care
services in Norway through Hjelp24.

Figure 1 - Operational structure
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Figure 2 - Business structure
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General insurance and “white label”
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Health

Gjensidige Bank offers banking products primarily to private individuals
and organizations in the Norwegian market. Gjensidige Bank is mainly
exposed to credit and liquidity risk.

The group CEO is responsible for the overall risk management in the Group.
The Group’s risk management committee, chaired by the group CEO,
has a supervisory role with regard to the Group’s total risk situation and
an advisory role to the group CEO with regard to risk management. The
responsibility to help prepare for the risk management committee’s work
and to facilitate the Group’s internal control processes is delegated to the
Chief Risk Officer. Likewise, the Head of Group Compliance, which reports
on professional matters to the group CEO, is responsible for the Group’s
process for preventing and detecting compliance risk pursuant to laws and
regulations as well as internal policies and instructions. The responsibility
for the ongoing risk management is delegated to the responsible line
managers in their respective areas. Gjensidige has centralized risk control
functions, such as risk management, compliance and actuarial functions.
Moreover, the Group has an independent internal audit function, which
monitors risk management and internal control to ensure that they function properly and which reports directly to the Board of Directors.

Figure 3 – The management system is organized with three lines of defence

Governance

In addition to insurance operations and banking business, the Group has
a leading position in corporate health care services through its subsidiary
Hjelp24 NIMI AS, and it also offers personal security alarm services,
private hospital and specialist services and work environment surveys.
The health operations have been established to strengthen the Group’s
competitive strength as a complete supplier in the fields of safety and

Organization
The Board of Directors has the overall responsibility for ensuring that
the level of risk-taking in the Group is satisfactory relative to the
Group’s financial strength and willingness to take risks. This entails
ensuring that necessary policies, routines and reporting are in place to
guarantee a satisfactory risk management and compliance with laws
and regulations and that the risk management and internal control
effortswill be appropriately organized and documented.

perspective

In the areas of pension, savings and investment advice, there will be
insurance and financial risk in the subsidiary GPF. GPF offers both
defined-contribution occupational pensions with related risk coverages
such as disability insurance, disability pension and child and spouse
pensions. In addition GPF manages funds related to paid-up policy portfolios. Death and disability risks are the two main insurance risks within
GPF, whereas the greatest financial risk is related to the guaranteed
return for the paid-up policies.

Given the division of the operations into operative and reporting
segments, the Group has chosen to also divide the information in this
note into the general insurance, life insurance/savings and banking
business areas, with the exception of certain contexts where it has
been natural to present these areas as one. For the description of the
management of financial risk the focus is on the Group’s total general
insurance operations and separate tables have not been set up for
Gjensidige ForsikringBA. This reflects the way in which the financial risk
is managed.

Operations

Gjensidige offers many different insurance products aimed at private
customers, agriculture and business and commerce in Norway. In Sweden,
private and commercial insurance are offered, and starting on 1 October
2009 this has been organized as a Swedish branch of Gjensidige Forsikring BA. The remaining company in Sweden, Gjensidige Sverige Försäkringsaktiebolag AB in 2009 (Tennant Försäkringsaktiebolag AB starting
in 2010) mainly operates the Group’s white label business in Norway
through its own branch structure. The Group also provides general insurance in Denmark, through its subsidiaries Fair Forsikring and KommuneForsikring and in the Baltics through its subsidiary Gjensidige Baltic.

personal health care. The main risk for Hjelp24 NIMI is more or less the
same business risk that is found in any other service provider, i.e. generating enough business volume to cover fixed costs with sufficient margins.

This is gjensidige

The basis of insurance is transfer of risk, from the insured to the insurer. Gjensidige receives insurance premiums from a large number of policy holders and commits to compensate in case a loss occurs. Naturally,
insurance risk is a major component of risk for the Group. Insurance
premiums are received in advance and set aside in order to cover future
claims. The actuarial provisions combined with the Company’s equity
are invested, and consequently the Group is exposed to market and
credit risk as well.

BOARD OF DIRECTORS/AUDIT COMMITTEE

Group Management
Group risk
committee

results

Actuary function

Internal audit

Business management
1st LINE
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and internal control

Chief Risk Officer

Compliance function
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Audit the framework for risk
management and internal control,
report to the Board of Directors
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The responsibility for both the overall risk management in the Group
and the execution of investments for the insurance operations is vested
in the organization of the Deputy CEO, whereas the function for monitoring and reporting financial returns and compliance with constraints
on the management of the insurance business reports in the line to the
Executive Vice President, Group Support in order to ensure an independent follow-up. In addition, the Chief Risk Officer has an independent
line of reporting to the Group’s risk management committee.
The responsibility for all investment management is centralized in the
Group’s investment department. The responsibility for the reserve
setting in the insurance companies is correspondingly centralized in the
Group’s actuary department. All internal guidelines and requirements
for risk taking are based on comprehensive group policies and are subject to approval by the Board of Directors in each company where this
derives from local legislation. A group-wide credit committee chaired by
the Deputy CEO has been established to set credit limits for individual
issuers of credit together with general guidelines for counterparty risk.

Solvency II regulations. After year-end, the operations in Fair Forsikring
AS and KommuneForsikring AS were transferred to a branch of Gjensidige Forsikring BA, whereas Kommunernes Arbeidsskadeforsikring AS
(Gjensidige Arbejdsskadeforsikring AS starting on 1 January 2010) will
continue as a separate company. For Gjensidige Arbejdsskadeforsikring
AS, the excess capital in the individual solvency calculation was NOK
217.6 million at year-end. The operations in Gjensidige Sverige were
transferred to a branch of Gjensidige Forsikring BA on 1 October 2009,
whereas Tennant Forsäkringsaktiebolag AB, which has the Group’s
white label business, will continue as a separate company owned by
the holding company, Tennant Holding AB. In Sweden, a so-called
Traffic-light calculation is introduced in order to adapt to the upcoming
Solvency II regulations. Tennant Holding AB (the Group) had excess
capital of NOK 241.2 according to these regulations. Gjensidige Bank
had a capital adequacy ratio of 17.8 per cent (Gjensidige Bank Group)
against a legal requirement of 8 per cent. Gjensidige Pensjon og Sparing
(Group) had a capital adequacy ratio of 22.7 per cent against a legal
requirement of 8 per cent. Gjensidige Forsikring and all subsidiaries met
all regulatory capital requirements during 2009.

Capital management
The core function of insurance is the transfer of risk, and the Group
is exposed to risk in both its insurance and investment operations.
Identification, measurement and management of risk are essential parts
of the operations. Risk and capital are and must be interlinked. Any
insurance company must adapt its risk exposure to its capital base. On
the other hand, solvency capital - or equity - has a cost. A key objective
of capital management is to balance these two aspects. Gjensidige’s
overall capital management objectives are firstly to ensure that the
capitalization of the Group can sustain an adverse outcome without
creating a financially distressed situation and secondly that the Group’s
capital is used in the most efficient way.
Gjensidige’s minimum capitalization is determined on the basis of three
criteria: regulatory requirements, rating requirements and internal riskbased requirements. The Group has a very strong capitalization position
from all three of these perspectives.
Insurance operations and banking business are subject to capital requirements specified by the authorities. Capital adequacy and solvency
positions are reported for the Group and subsidiaries to the financial
supervisory authorities. In the calculations of excess capital, consideration was given to an assumed dividend of NOK 1,650.0 million for the
2009 financial year, which reduces the excess capital equivalently from
all three perspectives. For the Group, the capital adequacy rules (BIS
rules) are most binding, and as at 31 December 2009 the excess capital
was NOK 8,794.6 million, equivalent to a capital adequacy ratio of
18.9 per cent. As associates, the stakes in Storebrand and SpareBank1
SR-Bank are consolidated in the calculation of capital adequacy. The
Group’s excess capital above the solvency margin requirements was
NOK 11,341.4 million as at 31 December 2009. Gjensidige Forsikring
BA had a regulatory solvency ratio of 713.8 per cent as at 31 December 2009, equivalent to an excess capital of NOK 14,727.7 million.
Gjensidige Baltic had a regulatory solvency ratio of 170 per cent on
the same date, equivalent to an excess capital of NOK 88.1 million.
The subsidiary RESO Europa in Lithuania was merged in 2009. The
solvency margin in Gjensidige Baltic does not include the profit for the
year before the completion of the auditing of the financial statement
for 2009. Gjensidige in Denmark (the Fair Group) had a regulatory
solvency ratio of 378 per cent as at 31 December 2009, equivalent
to an excess capital of NOK 1,124.3 million. In Denmark, an individual
solvency calculation was introduced as an adaptation to the upcoming
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Gjensidige Forsikring’s target financial strength rating is ‘A’ (single A)
from Standard & Poor’s or the equivalent from another rating institution. This target has been achieved because the actual rating is ‘A’
(Stable) from Standard & Poor’s (unchanged since 1999, last updated
on 26 October 2009). The rating is subject to an annual review. Stand
ard & Poor’s rating model is used as an approximation of the capital
requirements from this perspective, even though a number of other
factors also play an important role in determining the Group’s rating.
Based on data as at 31 December 2009, the excess capital relative to
the targeted A rating is estimated at NOK 9,220.4 million. The subsidi
aries do not have their own interactive rating, although the rating for
Gjensidige Forsikring is based on the Group’s financial position.
The internal capital requirement is set in the Group’s capital management
policy, which is approved by the Board of Directors. It is defined as the
capital that is necessary in order to have a probability of 99.97 per cent
of not using up all capital measured over one year, including all of the
general insurance group’s assets and liabilities and without counting the
expected profit performance during the period as available capital. In
this context profit/loss and available capital are measured according to
economic principles, even if these may deviate from the accounting policies, in keeping with the proposals that have been made for the Solvency
II regulations. Among other things, this means that actuarial reserves are
assessed at the discounted value instead of at book (nominal) value. Both
method and level of probability are in keeping with what seems to have
been established as an industry standard in Europe. The internal requirement is measured by means of Gjensidige’s internal models.
Gjensidige has developed an internal stochastic simulation model for its
insurance operations, based on state-of-the-art modelling technology.
This model, called an ALM (Asset Liability Management) or a DFA
(Dynamic Financial Analysis) model, has been developed over several
years. The model is customised to Gjensidige’s risk profile and provides
fully stochastic simulations of both insurance and investment operations. This model is a key tool for aggregated risk measurement and
capital management as it provides an overview of the aggregated risk
profile. The main areas of use of the internal model are
• Overall risk profile and capital need
• Capital allocation
• Capital consequences and asset allocation
•	Requirements for and optimization of reassurance

Figure 4 - Excess capital from different perspectives
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The necessary capital for the insurance business is allocated to the
products in order to set a more correct cost of capital for pricing and
assessments of profitability. The excess capital relative to the most
binding of the capital requirements is regarded as an additional buffer
and is available to finance the Group’s strategic growth targets.

Insurance risk
The risk under any one insurance contract is the probability that
the insured event occurs and the uncertainty of the amount of the
resulting claim. By the very nature of an insurance contract, this risk is
random and must therefore be estimated.
For a portfolio of insurance contracts where the theory of probability
is applied to pricing and provisioning, the principal risk that the Group
faces under its insurance contracts is that the actual claims and benefit

The frequency and severity of claims can be affected by several factors.
The different factors will depend on the products, or lines of business
(LOB) considered.
An increase in the frequency of claims can be due to seasonal effects
and more sustainable effects. During the winter season snow and cold
weather will cause an increase in the frequency of claims in Motor
insurance. In Property insurance cold winter will cause an increase in
the frequency of claims due to frozen water pipes and increased use of
electrical power and open fire places for heating of the houses. More
permanent shift in the level of frequency of claims may occur due to
e.g. change of customer behaviour and new types of claims. The effect
on the profitability of a permanent change in the level of the frequency
of claims will be high. In Motor insurance in Norway, for example, an
increase of one percentage point in the level of the frequency of claims
will increase the loss ratio by four percentage points.
The severity of claims is affected by several factors. In some LOBs, with
relatively few claims, the severity may be heavily influenced by large
claims. The number of incurred large claims during a year varies signifi
cantly from one year to another. This is typically for the commercial
market. In most LOBs the underlying development of the severity of
claims is influenced by inflation.
Growth in severity of claims may be driven by the development of
consumer price index (CPI), salary increases, social inflation and the price
for material and services purchased with claims settlement. In Property
insurance the inflation will consist of CPI and an increase in building
costs, which in the past has been slightly higher than CPI. For accident
and health the insurance policies are divided into two main groups,
one with fixed sum insured and another part were the compensation
is adjusted by a public/government index (in Norway: ‘G’ - The basic
amount for national insurance). This is for instance the case in Workers’
Compensation. The Group writes Workers’ Compensation in Norway
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Gjensidige Forsikring has begun the work of adapting to the upcoming
Solvency II rules, which will both replace the current capital rules and
specify requirements for good risk management and reporting. One of
the elements in the new rules is that it allows for the utilization of the
Group’s own model for setting the statutory capital requirements according to clearly defined criteria. Gjensidige’s model is deemed to be a
good point of departure and shall be further developed for this purpose.

General insurance
Frequency and severity of claims

Governance

The internal model is an important tool in the analyses and decisions
concerning the strategic asset allocation and purchase of reinsurance.
By use of the internal model, the effect of a large number of different
asset allocations or various retention limits may be analysed and evaluated in terms of both risk and return. In the evaluation of various asset
allocations or reinsurance structures, the cost of capital perspective is
taken into account and the key objective is to optimize the economic
value for the Company.

Factors that aggravate insurance risk include lack of risk diversification
in terms of type and amount of risk, geographical location and type
of industry covered. Unexpected rise in inflation rate will also have
negative effect on claims and benefit payments. Gjensidige writes
general insurance in Norway, Sweden, Denmark and the Baltic. General
insurance in those countries has a lot of similarities. The description
of risks related to the insurance business is, with a few exceptions,
common for the Group. In case of significant deviations between the
countries, these are commented separately.

perspective

3000

Experience shows that the larger the portfolio of similar insurance
contracts, the smaller the relative variability about the expected
outcome will be. In addition, a more diversified portfolio is less likely
to be affected by a change in any subset of the portfolio. Gjensidige
has developed its insurance underwriting policy to diversify the types
of insurance risks accepted and within each of these categories to
achieve a sufficiently large population of risks to reduce the variability
of the expected outcome.

Operations

The excess capital compared to the capital adequacy requirement is
approximately unchanged. Retained earnings for 2009 compensate
for growth in the balance sheet. For the rating requirements and the
internal requirements, the increased excess capital is mainly attributed
to the retained earnings for 2009 together with the unrealized gains
related to the shares in Storebrand.

payments exceed the carrying amount of the insurance liabilities. This
could occur because the frequency and/or severity of claims and benefits are greater than estimated. Insurance events are random, and the
actual number and amount of claims and benefits will vary from year
to year from the level calculated using statistical techniques.

This is gjensidige

Using the internal model, with the definition of internal capital as stated
above, the internal capital requirement for the insurance group was set
at NOK 11,400 million at the end of 2009, compared to NOK 7,300
million at the end of 2008. The capital requirements have increased as
a result of the growth in the balance sheet, the purchase of the loan
portfolio from Citibank and greater investment risk. The most important
contributors are the items in Storebrand and SpareBank1 SR-Bank in
addition to the asset allocation with a higher percentage of shares.
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and Denmark. The regulation for this LOB is quite different in these
countries. In Norway Workers’ Compensation covers both accident and
diseases, in Denmark diseases are covered by a governmental body.
The compensation in Norway is exclusively restricted to lump sums, in
Denmark the compensation is both lump sums and annuity payments.
Annuity payments are calculated according to assumptions about mortality, interest rate and retirement age. For bodily injuries the severity
of claims is also influenced by court awards, which tend to increase the
compensation more than the general inflation. This is also a significant
factor, due to the long period typically required to settle these cases.
Gjensidige manages these risks mainly through close supervision of the
development for each LOB, underwriting policy and proactive claims
handling. The monthly supervision of the results for each LOB contains
an overview of both premium and loss development. If there is an
adverse development of the profitability, sufficient measures will be put
in force. This includes necessary premium increases to ensure that the
profitability is within the accepted level. The analysis of the profitability
can be tracked further to different groups of customers and segments.
The underwriting policy attempts to ensure that the underwritten risks
are well diversified in terms of type and amount of risk, industry and
location of the risks. Underwriting limits are in place to enforce appropriate risk selection criteria and to ensure that accepted risks are within
the limits of the reinsurance contracts.
Premiums, deductibles and elements in the conditions may be changed
at the yearly renewal of policies. Insurance companies have the right to
reject the payment of a fraudulent claim. Gjensidige has the right not
to renew individual policies in cases of insurance fraud, and in some
instances legislation or policy conditions give Gjensidige the right to
terminate or not to renew individual policies in cases where special
reasons indicate that such termination is reasonable. In cases where a
claim has been paid, Gjensidige is entitled to pursue any third parties
liable for the damage, for payment of some or all costs (recourse claim).
The underwriting policy and guidelines in all companies are within the
common acceptance of risk level.
The claims handling procedures also include a clear strategy and
routines for purchasing material and services in an optimal manner. The
routines are to use purchase agreements to ensure the quality of our
benefits to our customers and to reduce the inflation risk.

Concentration of insurance risk
The Gjensidige Group still has its concentration in the Norwegian general
insurance market, with operations in other Nordic countries and the
Baltic.

Table 1 - Gross premiums written 2008 and 2009
per geographical area

Written
Per cent premium
of total
2008

Per cent
of total

Private Norway
Commercial Norway
Pension and savings
Nordic
Baltic
Group eliminations
Total

8,035.3 44.0 %
8,010.6
5,003.8 27.4 %
5,120.0
2,077.3 11.4 %
1,562.6
2,657.3 14.5 %
2,155.5
592.2
3.2 %
657.7
(90.2) (0.5 %)
(77.8)
18,275.6 100.0 % 17,428.6

46.0 %
29.4 %
9.0 %
12.4 %
3.8 %
(0.4 %)
100.0 %

Total Gjensidige Forsikring BA

13,153.9

NOK million

Written
premium
2009

72.0 %

13,130.6

Group eliminations are regarding internal reinsurance.
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75.3 %

Table 2a - Gross premiums written 2008 and 2009 per
product group for the Gjensidige Group
NOK million
Accident and health
- workers’ compensation
Accident and health others/default
Motor, third party liability
Motor, other classes
Marine, aviation and transport
Fire and other damage to
property
Third-party liability
Other general insurance
Pension and savings
Total

Written
premium
2009

Written
Per cent premium
of total
2008

Per cent
of total

1,270.7

7.0 %

1,460.2

8.4 %

2,667.8

14.6 %

2,483.6

14.3 %

2,655.2
3,000.0
378.8

14.5 %
16.4 %
2.1 %

2,689.7
2,873.0
424.5

15.4 %
16.5 %
2.4 %

5,108.2

28.0 %

4,726.8

27.1 %

2.3 %
515.4
3.8 %
692.8
11.4 % 1,562.6
100.0 % 17,428.6

3.0 %
4.0 %
9.0 %
100.0 %

426.0
691.6
2,077.3
18,275.6

Table 2b - Gross premiums written 2008 and 2009 per
product group for Gjensidige Forsikring BA

NOK million
Accident and health
- workers’ compensation
Accident and health
- others/default
Motor, third party liability
Motor, other classes
Marine, aviation and transport
Fire and other damage to
property
Third-party liability
Other general insurance
Total

Written
premium
2009

Written
Per cent premium
of total
2008

Per cent
of total

791.5

6.0 %

744.4

5.7 %

2,394.8

18.2 %

2,476.7

18.9 %

1,798.5
2,703.0
367.2

13.7 %
20.5 %
2.8 %

1,856.7
2,658.4
413.9

14.1 %
20.2 %
3.2 %

4,142.8

31.5 %

4,007.2

30.5 %

2.2 %
284.4
5.1 %
689.0
100.0 % 13,130.6

2.2 %
5.2 %
100.0 %

288.9
667.2
13,153.9

The reinsurance programme for the Gjensidige Group, mainly non-proportional reinsurance, is based on calculated exposure, claims history,
and capital structure. The limits for the reinsurance programme for
each year are set out by the Board of Directors. Reinsurance is a Group
function, administered in Gjensidige Forsikring BA; this also includes
fire insurance for the mutual fire insurers. In Norway the exposure
to natural perils disaster is limited through Gjensidige’s compulsory
membership in the Norwegian Natural perils pool; the pool has its
own reinsurance programme on behalf of its members, which further
reduces the risk exposure. Insurance risks are deemed to be moderate
with the reinsurance cover the Group has in place.
Other concentration risk is mainly aggregation of fire risks and personal
risk in Workers’ Compensation. These risks are measured by analysing
historical events, studying the insurance values exposed, and managed
by reinsurance programmes.
As from 2007 Gjensidige Forsikring BA is the main reinsurer for its
subsidiaries, and the subsidiaries’ reinsurance exposure is included in
the outwards reinsurance programme for the Gjensidige Group.

Sources of uncertainty in the estimation of future claims
payments
Gjensidige is liable for insured events that occurred during the term of
the contract, even if the loss is discovered after the end of the contract
term, and claims are paid according to the policy conditions valid at the
time of occurrence. As a result, claims are settled over a long period

There are several variables that affect the amount and timing of cash
flows from the insurance contracts. These variables mainly relate to the
characteristics of the different types of risks covered and the applied
risk management procedures. The compensation paid is according to
the terms specified in the insurance contract. Compensation for claims
with respect of bodily injuries are calculated as the present value of lost
earnings, rehabilitation expenses and other expenses that the injured
party will incur as a result of the accident or disease. In most cases in
Norway, and also in the other countries where Gjensidige operates,
personal injury claims are paid as a lump-sum. An exception from this is
Workers’ Compensation claims in Denmark, where claims may be paid
as annuity payments. The calculations for those claims will include information about the severity of the loss, mortality rates, the number of
years until retirement age and assumptions about future social welfare
inflation. Mortality rates are from tables approved by the supervisory
authorities.

Insurance contracts are often classified as risks that are short-tail and
risks that are long-tail. Short-tail risk is characterized by that the period
between the occurrences, reporting and final settlement of claims is
short. Long-tail risk is the opposite. The period between the occurrence, reporting and settlement of claims is long. In Property and Motor
insurance (excluding bodily injury claims) the claims are reported soon
after occurrence, while for Accident and health insurance the claims
may be reported several years after the occurrence and settled several
years after they were reported. The provisions for IBNR for short-tail
risks are relatively small, for long-tail risks the provisions for IBNR may
constitute a substantial part of the total loss provision.

Liability insurance contracts are also subject to the emergence of new
types of latent claims, but no allowance is included for this at the
balance sheet date.

The development of the estimate of ultimate claim cost for claims
incurred in a given year is presented in tables 5a and b. This gives an

Process used to decide on assumptions
Motor, PD
Motor, BI
Workers’ Compensation (NO)
Workers’ Compensation (DK)
Liability
Accident
Group Life, Death
Group Life, Disability
Property, Private
Property, Commercial
Marine/Cargo

0

2

4

6

No of years
8
10

The risks associated with insurance contracts are complex and subject
to a number of variables that complicate quantitative sensitivity
analysis.
Gjensidige uses standard actuarial models based on statistical information.
The provisions related to reported claims are assessed individually by a
claims-handler and registered into the claims system. The development
of provisions for notified claims is supervised by the claims managers.
In case of adverse development necessary efforts are put in force.
IBNR provisions are based on empirical data, where the basis is the time
it takes from a loss or injury occurring (date of loss or injury) until it is
reported (date reported). Based on experience and the development of
the portfolio statistical models are prepared to calculate the scope of
post-reported claims. The fit of the model is measured by looking at
the deviation between earlier post-reported claims and those estimated
by the model.
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results

In estimating the liability for the cost of reported claims not yet paid,
Gjensidige considers any information available from loss adjusters,
claims handlers and information about the costs of settling claims
with similar characteristics in previous periods. All claims are assessed
on a case-by-case basis by a claims handler. Claims with potential for
distortive effects of their development are handled separately and
projected to their ultimate by an additional provision (e.g. bodily injury
claims in Motor insurance). Where possible, Gjensidige adopts multiple
techniques to estimate the required level of provision. This provides a
greater understanding of the trends inherent in the experience being
projected. The projections given by the various methodologies also assist in estimating the range of possible outcomes. The most appropriate
estimation technique is selected taking into account the characteristics
of the business class and the extent of the development of each acci
dent year.

Figure 5 - Average duration per insurance product

Governance

The estimation of IBNR is generally subject to a greater degree of
uncertainty than the estimation of the cost of settling claims already
notified (RBNS), where information about the claim is available. IBNR
claims may not be apparent to the insured until many years after the
event that gave rise to the claims.

perspective

The estimated cost of claims includes expenses to be incurred in settling claims, net of the expected recourse amount and other recoveries.
Gjensidige takes all reasonable steps to ensure that it has appropriate
information regarding its claims exposure. However, given the uncertainty in establishing claims provisions, it is likely that the final outcome
will prove to be different from the original liabilities established. The
liabilities in the financial statements related to these contracts comprise
a provision for IBNR, a provision for reported claims not yet paid (RBNS)
and a provision for unexpired risks at the balance sheet date. The
amount for bodily injury claims is particularly sensitive to the level of
court awards and to the development of legal precedence on matters
of contract and tort.

The duration (average time between the occurrences of claims until
finally settled) differs significantly between the types of risk considered.
Long duration will increase the company’s exposure to inflation. In
Motor insurance, physical damage, the duration is less than one year,
while in Motor bodily injury claims the average duration is almost eight
years. In Property insurance the average duration is one to two years,
in Workers’ Compensation in Norway the average duration is six years.
In Group life insurance the duration differs significantly between death
and disability coverage. Workers’ Compensation in Denmark has a
particularly long duration due to the annuity part. For the other LOBs in
the subsidiaries the duration is in line with the similar LOBs in Norway.
In the Baltic the duration is significantly shorter due to few bodily injury
claims.

Operations

indication of the accuracy of Gjensidige’s estimation techniques for
claims payments.
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of time, and there is an element of the claims provision that relates to
incurred but not reported claims (IBNR).
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The key statistical methods used are
•	Log-linear methods, which use exposure data and historical data to
estimate the pattern of late reported claims, to estimate the IBNR
provision.
• Chain ladder methods, which use historical data to estimate the paid
and incurred to date proportions of the ultimate claim costs.
• Expected loss ratio methods (Bornhuetter-Ferguson), which use
Gjensidige’s expectation of the loss ratio for a class of business.
The methods used will depend on the LOBs and the time period of
data available. To the extent that these methods use historical claims
development information, they assume that the historical claims
development pattern will occur in the future. There are reasons why
this may not be the case; which, insofar as they can be identified, have
been allowed for by modifying model parameters. Such reasons include
• Economical, legal and social trends and social inflation (e.g. a shift in
court awards)
• Changes in the mix of insurance contracts incepted
• The impact of large losses
IBNR provisions and provisions for outstanding claims are initially
estimated at a gross level, and a separate calculation is carried out to
estimate the size of reinsurance recoveries. Gjensidige purchases almost
exclusively excess of loss reinsurance contracts with sufficiently high
retentions for only relatively few, large claims to be recoverable.
The actuaries in the Gjensidige Group working with technical provisions
meet regularly as a part of keeping a high professional level, and they
all have access to a common actuarial software system for calculating
claims provisions.
During the last years Gjensidige has had processes where external actuarial firms have calculated best estimates of the technical provisions.
This is done to get a second opinion of the level of the provision from
independent, recognized actuarial firms. The deviation between the
internal and external estimates of the claims provisions is approximately
two per cent on a consolidated basis.

Sensitivity analysis – underwriting risk
Underwriting risk is the risk that an insurer does not charge premiums
appropriate for the insurance contracts. The pricing processes for the
different insurance products involve estimates of future frequency
and severity of claims, based on statistics from internal and external
sources. Even if the underwriting criteria are adequate and the premium
calculations are performed on a good statistical basis, the claims cost
may deviate from the expected level, – due to large claims, natural
catastrophes etc.
Gjensidige Forsikring BA and its subsidiaries have detailed underwriting
guidelines, intended to ensure good quality in the assessment and
quantification of insured risks, define risk types and limits for sums
insured that may be accepted, thus ensure control of the risk exposure
in the insurance portfolio.
Table 3 below shows the impact on profit or loss for the year, and
thereby on equity at year-end, of changes in Combined Ratio (CR). Tax
impact is not included in the calculations. CR is the key measure of
profitability in the general insurance business. The calculations show
the effect of a change of one per cent in CR for each segment. An
increase in CR can be caused by an increase in the loss frequency and/
or an increase in the severity. In some LOBs there is a risk that the loss
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frequency and the severity of claims are correlated so that an increase
in the underlying insurance risk may affect both the frequency and
severity of claims.

Table 3 -Sensitivity analysis insurance
NOK million

2009

2008

Change in CR (1 %-percentage point)
Private Norway
Commercial Norway
Total Gjensidige Forsikring BA
Nordic
Baltic
Pension and savings

78.6
47.4
125.9
24.0
6.6
1.2

79.1
49.1
128.2
20.7
5.9
0.6

Total

157.8

155.4

Private Norway

860.9

805.9

Commercial Norway

794.6

847.6

1,655.5

1,653.5

Private Norway

600.8

579.3

Commercial Norway

381.9

421.8

Total Gjensidige Forsikring BA

982.7

1,001.1

Change in loss frequency (1 %-percentage point)

Total Gjensidige Forsikring BA
Change in severity of claims (10 %)

Also in 2009 Gjensidige has a reduced portfolio of accident and health
insurance, in Commercial insurances, compared to 2008. This implies
that the claims frequency for the Commercial segment has increased
from 2008 to 2009, but the average claim has actually decreased.
The effect of an increase in both the loss frequency of losses and the
severity will then have less effect in 2009 than in 2008.

Sensitivity analysis – provision risk
The estimation of technical provisions for an insurance portfolio represents an approximation of future cash flow for the claims payments,
and there will always be an element of uncertainty in such calculations.
Provision risks relate to this kind of uncertainty. The uncertainty
depends on the nature of the risk. Risk with a short duration is less
exposed to changes that will affect the future payments. Bodily injury
claims are on the other hand very sensitive regarding changes in e.g
inflation and court awards. The effect of court awards are taken into
account as soon as they are known. In cases when a judgement is not
yet final and legally binding, the effect on the loss provision is based on
a probability weighted estimate of the possible outcomes.
Inflation is an underlying risk in most insurance products. The effect
will be different, depending on the characteristics of each product and
the terms and conditions that apply for the claims settlement. For LOBs
with nominal long-tailed provisions the effect of a one percentage
point increase in inflation will be significant, proportional to the average
duration (in number of years).
Interest risk is a significant risk factor associated with Workers’ Compensation business in Denmark. This risk is an expression for loss/profit
due to changes in market rates. There is both interest and inflation risk
associated with the liabilities (technical provisions). The risk is hedged
by use of interest and inflation swaps.
The sensitivity analysis shows the effect of a change in inflation rate
of one percentage point on the claim provision. The calculations do not
include the effect of inflation swap.

Change in inflation (+/-1 %-percentage point)
NOK million

2009

2008

Private Norway
Commercial Norway
Total Gjensidige Forsikring BA
Nordic
Baltic

445.6
405.7
851.3
703.6
3.8

415.7
378.6
794.3
748.9
3.3

1,558.7

1,546.5

Total
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Table 4 - Sensitivity analysis claims provision

NOK million
Gross
Estimated claims cost
At the end of the accident year
- One year later
- Two years later
- Three years later

2002

2003

2004

2005

2006

2007

2008

2009

8,671.9
8,706.2
8,722.6
8,737.6

9,575.6
9,642.2
9,646.4
9,682.9

9,861.3
9,822.9
9,838.5
9,762.9

10,744.4
10,734.5
10,712.1
10,670.9

10,941.6
10,856.9
10,838.3
10,676.2

11,531.2
11,515.5
11,433.8

11,648.8
11,774.0

11,196.4

10,504.7

9,647.1

9,733.8

9,589.7
9,547.1

9,626.5

Estimated amount as at 31.12.2009
Total disbursed
Claims provision
Prior-year claims provision
Gjensidige Baltic
Claims handling expenses
Total

8,768.9
8,200.5
568.3

9,547.1
8,656.7
890.5

9,626.5
7,971.9
1,654.6

10,504.7
8,429.9
2,074.8

10,676.2
8,002.0
2,674.2

11,433.8
8,311.3
3,122.5

11,774.0
7,609.0
4,165.0

11,196.4
4,897.7
6,298.7

8,137.8
8,126.6
8,171.7
8,172.7
8,207.3
8,204.2
8,206.1
8,296.0

9,365.7
9,413.4
9,421.7
9,465.0
9,433.5
9,379.9
9,346.0

9,752.7
9,706.5
9,697.4
9,626.2
9,587.7
9,479.4

10,565.8
10,553.8
10,528.0
10,493.6
10,328.1

10,862.0
10,773.7
10,713.3
10,544.9

11,340.0
11,325.1
11,226.5

11,527.8
11,663.3

11,171.5

8,296.0
7,731.1
564.9

9,346.0
8,457.7
888.3

9,479.4
7,843.7
1,635.8

10,328.1
8,260.7
2,067.4

10,544.9
7,884.4
2,660.5

11,226.5
8,139.0
3,087.5

11,663.3
7,575.3
4,088.0

11,171.5
4,886.4
6,285.1

NET OF REINSURANCE
Estimated claims cost
At the end of the accident year
- One year later
- Two years later
- Three years later
- Four years later
- Five years later
- Six years later
- Seven years later

60,778.3
21,277.5
2,855.5
200.5
1,181.6
25,528.7

Gjensidige’s operations in Denmark and Sweden are included in the table, from 2002. The claims provision in Gjensidige Baltic, as at 31 December
2009, is shown separately.

results

Estimated amount as at 31.12.2009
Total disbursed
Claims provision
Prior-year claims provision
Gjensidige Baltic
Claims handling expenses
Total

62,079.0
21,448.7
2,908.0
217.0
1,181.6
25,755.3

Governance

8,791.9
8,771.8
8,747.7
8,768.9

perspective

- Four years later
- Five years later
- Six years later
- Seven years later

Total

Operations

Table 5a – Analysis of claims development – Gjensidige Group

The table on next page shows the figures for Gjensidige Forsikring BA.
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Table 5b - Analysis of claims development – Gjensidige Forsikring BA
NOK million
GROSS
Estimated claims cost
At the end of the accident year
- One year later
- Two years later
- Three years later
- Four years later
- Five years later
- Six years later
- Seven years later
Estimated amount as at 31.12.2009
Total disbursed
Claims provision
Prior-year claims provision
Claims handling expenses
Total
NET OF REINSURANCE
Estimated claims cost
At the end of the accident year
- One year later
- Two years later
- Three years later
- Four years later
- Five years later
- Six years later
- Seven years later
Estimated amount as at 31.12.2009
Total disbursed
Claims provision
Prior-year claims provision
Claims handling expenses
Total

2002

2003

2004

2005

2006

2007

2008

2009

7,552.6
7,609.5
7,615.8
7,638.0
7,663.1
7,637.5
7,610.5
7,591.4

8,464.3
8,489.2
8,492.6
8,532.9
8,505.7
8,461.5
8,430.2

8,510.7
8,485.3
8,480.2
8,450.8
8,415.9
8,376.6

9,326.9
9,318.1
9,291.6
9,268.7
9,240.8

9,609.3
9,539.0
9,510.2
9,480.0

10,237.5
10,228.1
10,246.9

10,378.8
10,506.2

9,866.1

7,591.4
7,207.3
384.0

8,430.2
7,709.5
720.7

8,376.6
7,138.5
1,238.1

9,240.8
7,534.8
1,705.9

9,480.0
7,224.7
2,255.3

10,246.9
7,533.9
2,713.0

10,506.2
6,922.7
3,583.5

9,866.1
4,430.2
5,435.9

7,043.7
7,063.2
7,099.0
7,110.0
7,114.2
7,109.7
7,108.3
7,157.5

8,305.2
8,314.3
8,320.1
8,369.3
8,345.7
8,304.7
8,281.6

8,467.6
8,433.9
8,402.3
8,375.9
8,339.3
8,304.4

9,283.6
9,276.8
9,250.5
9,232.6
9,204.3

9,582.8
9,512.5
9,446.5
9,416.6

10,168.7
10,166.7
10,185.6

10,296.5
10,423.4

9,866.1

7,157.5
6,774.1
383.4

8,281.6
7,561.9
719.7

8,304.4
7,073.4
1,231.0

9,204.3
7,501.1
1,703.2

9,416.6
7,162.0
2,254.6

10,185.6
7,505.1
2,680.5

10,423.4
6,910.3
3,513.0

9,866.1
4,430.2
5,435.9

Total

55,701.6
18,036.4
1,114.0
1,064.9
20,215.4

54,918.1
17,921.4
1,074.6
1,064.9
20,061.0

Part of Gjensidige Sverige AB was reorganised in the last quarter of 2009, when the Swedish Private and Commercial insurance portfolio was transferred to Swedish branch of Gjensidige Forsikring BA as from 1 October 2009. The table is updated, also for previous years.

Life insurance
Insurance risk
The operations in Gjensidige Pensjonsforsikring is primarily concen
trated around defined contribution schemes within the commercial
markets segment and the management of premium reserves for
paid-up pensions and individual fund pensions; the latter are not paid
through premiums. In addition there is a risk coverage related to the
company defined contribution schemes as well as a smaller share of
plain risk insurances with disability coverage.
Of the products that Gjensidige Pensjonsforsikring offers, these events
would primarily be disability and death with loss of income for the
insured parties or surviving relatives, alternatively living longer leading
to the risk that the accumulated pension is not sufficient to meet the
pension payments for life.
The risk for each individual contract is therefore the probability that the unforeseen event shall occur and the uncertainty of which insurance amount
this particular person was covered for. In some contracts it says the
insured party has the freedom to choose the sum insured and with that
this creates a variation in the portfolio’s risk. In other contracts the sum
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insured is predetermined, but this could either be a fixed sum or be a factor
in relation to another variable quantity. This variable quantity in occupational pension contracts would typically be salary and the remaining time in
service and that again creates a random variation in the portfolio’s risk.
In those particular portfolios the well known methods for calculating
the probability are used along with the theory for calculating which
insurance premium is necessary to meet the future liabilities. Additionally for a large portfolio technical insurance provision methods will also
be used to secure a good estimate on the future liabilities. For smaller
portfolios during the start up period it will be sufficient, and necessary
due to little data, to make use of simplified provision methods with a
conservative estimate.
The challenge for this type of business will be to collect sufficient risk
premiums from customers to build up sufficient claim reserves for future liabilities. When a claim occurs, any inadequate claim reserve is not automatically covered by additional insurance premiums from the healthy population.
The largest insurance risk that Gjensidige Pensjonsforsikring faces is
if the actual pension payments exceed the amount that is reserved to

In addition to the discussed factors regarding the probability of disability, mortality and longevity, the concentration around given occupational groups or a few, but large, risks would have a negative impact on
the insurance profit.

Table 6 – Number of members and contracts

Number of
members

Number of
contracts

Compulsory occupational pensions
Other defined contribution pensions
Total

52,886
21,845
74,731

13,388
4,670
18,058

Compulsory occupational pensions
Other defined contribution pensions

71 %
29 %

74 %
26 %

The disability risk is related to the contribution exemption from agreed
annual contributions for individual members as well as the disability

The actual claims paid in 2009 above the contractual payments of retirement pensions were of a modest size and amounted to under three NOK
million. In addition the provisions for future liabilities of insured parties
who received claim payments in 2009 has increased over the year and
now amounts to NOK 20 million. This amount also includes claim reserves
received from other companies for pension contracts that have transferred to Gjensidige Pensjonsforsikring. The IBNR provisions for 2009 are
still the dominant part of the claims picture and will be for several years
to come. The actual claims are within the expected payment amounts.
The actual payments are expected to increase in volume over the next
few years since an increasingly large portion of our insured parties have
now fulfilled the requirement of a 12 month continuous period of sick
leave and so are then entitled to the payment of a disability pension
and contribution exemption. The number of retirement pensioners is
expected to be very low with very modest payments. The payments will
either come from the savings account for defined contribution schemes
or from the transferred premium reserves from paid-up pensions and
individual fund pensions.

Pension insurance sensitivity analysis
Gjensidige Pensjonsforsikring have been running their business for
four years, which is a very short period compared to other participants
within pension insurance. Although the portfolio is clearly growing, the
number of insurance cases is still very low. The number of reported
disability cases has increased throughout 2009, which is expected since
the pension scheme population has grown and the number of risk years
has increased from three to four. But it is still too early to be able to do
an extensive analysis to see whether the calculated premiums and claim
occurrences are sufficient to cover the future liabilities.
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results

Since most contracts are based on the regulations for defined contribution schemes with account payments over a ten year period after
pensionable age is reached, the Company has a very small exposure
in longevity risk under ordinary occupational pension schemes. Most
paid-up pensions that are transferred to the Company pay a retirement
pension for life and thus have a longevity risk. The risk tariff for this
cover is also calculated on the K2005 basis and includes safety margins
in accordance with orders from the Financial Supervisory Authority of
Norway (Finanstilsynet).

The insurance risk as at 31 December 2009 is considered as satisfactory, and the uncertainty around cases which have not yet been reported
is safeguarded by the claim provisions. In addition the Company has a
satisfactory reinsurance arrangement in place with Gjensidige Forsikring
BA, which protects against large loss fluctuations. Gjensidige Forsikring
BA has a considerable portfolio within both individual and group personal risk with disability risk, and through close co-operation with the
specialist research departments in this company one will discover early
changes in the trend of disability development both in society and in
the insurance portfolio.

Governance

The table below shows the number of members and contracts divided
between compulsory occupational pensions and other defined contri
bution pensions.

The number of individuals who are exposed to mortality risk and/or
longevity risk is very modest compared to disability risk exposure.

perspective

The mortality risk in the products is mainly related to the surviving
relative’s payments associated with defined contribution schemes,
resulting in a spouse, cohabitant or child pension. The surviving
relative’s pension is mainly associated with payments into a contribution plan above the statutory 2 per cent minimum contribution for
compulsory occupational pensions. There is also an exposure against
the surviving relative’s payments in the paid-up pension schemes,
but by a clearly lesser extent (measured by the insured amount for
each insuredparty). The surviving relative’s payments under defined
contribution schemes mostly have a limited payment period, whilst the
surviving relative’s payments under paid-up pension schemes receive
payments for as long as the pension recipient lives (for life).

For paid-up pension schemes there is in addition a yearly guaranteed
minimum rate of return which on average amounts to 3.7 per cent.

Operations

For the insurance business to be able to operate with a sufficient
degree of security the portfolio should be both of a certain size and be
sufficiently homogeneous in relation to the spread of risk between the
best and the worst risk and between the smallest and greatest risk. The
bigger the portfolio is and the more homogeneous the particular risk is,
the greater the probability will be to meet the future liabilities.

pension. Since the contribution exemption is a compulsory cover under
compulsory occupational pension schemes, the largest part of this cover
will numerically be in relation to pension contributions based on two
per cent of salary. Correspondingly, pension arrangements above the
minimum statutory requirements have a larger cover. Pension arrangements for self-employed people (PSN) also have the option to add a
contribution exemption insurance to their benefits in case of disability.
Disability pensions are attached to both defined contribution schemes as
well as paid-up pension schemes. The risk premium for the disability risk
is based on an internal risk tariff prepared in co-operation with Gjensidige
Forsikring and is based on both national claim figures (National Insurance)
and our own claim figures, primarily in Gjensidige Forsikring.
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cover the committed insurance liabilities. This would occur if the dis
ablement among the insured parties is higher than provided for, if the
mortality rate rises amongst the insured parties that have dependants
covered or if the retirement pensioners live longer than expected. This
will also occur if the majority of those disabled have pre-agreed pension
payments that are higher than the average pension payments in the
insurance portfolio. It is in the nature of insurance that the events
which the insured party has covered themselves for hit randomly, both
in respect of who is affected and which cover is agreed, and this will
give variations within a probability interval from year to year.
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The mortality risk coverage applies to members of an occupational pension scheme, and these give a basis for a potential spouse, cohabitant
or child pension. The period of risk is limited to the member’s period of
service up to the maximum age limit which is 67 years. Specific information about the member’s family situation is not obtained at the time
of signing for the pension. The premium is therefore calculated using
assumptions about mortality, civil status, number of children as well as
knowledge about their age and gender. For Gjensidige Pensjonsforsikring these calculations are based on a new calculation basis, labelled
K2005, which the insurance industry in Norway have developed jointly
with the Norwegian Financial Services Association (FNO). In addition
the basis is strengthened with safety margins in relation to requirements from the Financial Supervisory Authority of Norway (Finanstilsynet), and will be further updated with changes in the assumed mortality
rate in the population and in the insurance portfolio in Norway.
The agreements with companies are also of a one year disposition such
that the risk premium can be modified at each annual renewal. Overall,
this gives a very robust premium basis with little probability that the accumulated premium and allotted claim provisions will not be sufficient
to cover future liabilities. Since the portfolio is still of a limited size most
of the annual risk premium is put aside into the claim provision. Each
year’s risk will be evaluated after some time in relation to reported insurance cases and expected reporting patterns. Since these are business
related pension schemes it is assumed that the time from when an
insurance case occurs, in this case a death, to the case being reported
to the Company will be minimal.
The sensitivity for this part of the insurance portfolio will therefore be
proportional to the factor one chooses to use as claim reserve compared to the year’s risk premium.
The issue of longevity, that only affects the Company’s paid-up policy
portfolio for future retirement pensioners, has an inverted dependency on the mortality rate in the insurance portfolio compared to the
discussed surviving relative’s coverage. The Company’s risk here is that
the retirement pensioners who have pre-agreed lifelong retirement
pensions will live longer than assumed in the calculations. Also here the
new mortality rate basis K2005 is used, but is based on survival probabilities and safety margins “the other way”. In addition, the Financial
Supervisory Authority of Norway has also stated a need here for additional safety margins. The adequacy of these margins will continually
be evaluated by the annual audits of the pension reserves. A possible
strengthening of the reserves will have to be financed by the profit the
Company has in the portfolio or alternatively by using equity. Based
on the fact that the calculation basis is from 2005 along with the corresponding safety margins in both this basis and through the Financial
Supervisory Authority of Norway’s order it is considered very unlikely
that in the short term there will be a need to strengthen the reserves.
The number of paid-up policy customers whom receive retirement
pensions today is still low and will remain so for the next few years.
The disability risk applies to the disability pension and/or the exemption from paying the agreed annual contributions in accordance with
the pension agreement. The payments will end no later than the date
normal retirement age is reached, which is usually 67 years. Any claims
will come after a 12 month continuous period of sick leave. The risk
amount is then dependent on the agreed pension payments and the
total payment period up to retirement age. Here Gjensidige Pensjonsforsikring use assumptions from the same calculation basis K2005 as
well as their own developed disability tables based on the recently up-
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dated Norwegian disability statistics. The tables are developed in close
co-operation with Gjensidige Forsikring who have a considerable insurance portfolio with disability risk, and further takes into consideration
the difference between the disability in the population compared to the
disability in the portfolio. The insurance portfolio is usually subject to
one or another form of risk evaluation when taking over a disability risk.
For occupational pension schemes a separating of the employers into
different risk groups by business type is also used. Those customers
who take out individual disability pensions are subject to ordinary
rules concerning individual risk evaluation based on the insured party’s
personal statement of health.
The number of insured parties whom receive some form of disability
benefit, either disability pension and/or exemption from agreed contributions, is still very modest compared to the number of insured parties.
The simplified provision methods are therefore also used here due to
the fact that most of the year’s risk premium is put aside for claim
reserves. Each year’s risk will be evaluated after some time in relation to
reported insurance cases and expected reporting patterns. Since most
of this particular disability risk is related to business related pension schemes it is assumed that the time from when an insurance case occurs,
in this case a disability which has lasted longer than 12 months, to the
case being reported to the Company will be minimal.

Reinsurance
Gjensidige purchases reinsurance to protect the Group’s equity capital,
and reinsurance is thus a capital management tool. The analysis of
what type of reinsurance programmes to purchase utilises the same
models and methodology as for deciding the strategic asset allocation
and the internal, risk based capital requirement.
The maximum retention level is set by the Board of Directors, and the
Reinsurance department is responsible for purchasing and follow-up of
reinsurance activities.
Gjensidige’s reinsurance programme mainly consists of non-proportional
reinsurance. The maximum retention level set by the Board of Directors
was for 2009 NOK 250 million, but as a general rule the company
purchases reinsurance to limit any single claim or event per insur
ance product to NOK 100 million. 2009 provided a market with some
premium reductions where it was possible to buy reinsurance protection
with a lower retention, so that the retention level varies from NOK 20
to 100 million depending on line of business. Decisions concerning
the reinsurance programme are based on analysis of exposure, claims
history, model simulations and Gjensidige’s capital structure.
Gjensidige Forsikring BA provides a corporate function with regard
to reinsurance, both by acting as reinsurer for the subsidiaries, and
including this inward reinsurance in the outward reinsurance covers.
The reinsurance programme for property insurance also includes the
mutual fire insurers. The subsidiaries’ reinsurance programmes generally
have a lower retention, due to their smaller size and capitalization than
Gjensidige Forsikring BA. The difference between the retention levels is
held for own account by Gjensidige Forsikring BA.
In Norway the exposure to natural perils disasters is handled through
the compulsory membership in the Norwegian Natural Perils Pool.
Through this arrangement, Gjensidige is exposed to the market share of
the total claims for the Norwegian market as a whole. On behalf of its
members the pool has its own reinsurance programme in place, which
further reduces the risk exposure. As in 2008, Gjensidige participates

Management of financial risk –
general insurance operations

The risk exposure in the investment activities is presented to the
Board of Directors at least once a year in connection with the approval
of the investment strategy. Here the Board od Directors sets upper
and lower limits per asset class, the overall risk tolerance related to
the financial results and specific limits for interest rate, liquidity and
foreign-exchange risk. The asset allocation must be kept within these
limits at all times. The table below gives the main overview of the asset
allocation for the insurance business at year-end 2008 and 2009.
The actual asset allocation will vary throughout the year according to
market movements, tactical allocation and the risk situation. Specifically,
the allocation to equities as a result of the negative market trend was
greatly reduced during 2008 so that the remaining shareholdings at the
beginning of 2009 consisted primarily of unlisted shares (fund shares
in private equity funds) and the holdings in Storebrand. In 2009, the
allocation to ordinary short-term equities increased slightly, at the same
time as an investment was made in SpareBank1 SR-Bank.

Financial risk is a collective term for various types of risk related to
financial assets. The different types of financial risk are described in
greater detail below. The operational risk in the management is monitored and controlled as well.

Foreign-exchange risk is defined as the loss resulting from an adverse
movement in exchange rates. Generally, foreign-exchange risk in the
investment portfolio is hedged close to 100 per cent, within limit of
+/- ten per cent, except for smaller mandates where active currency
management is a part.

Liquidity risk is defined as the inability to meet payments at due date,
or the need to realize investments at a high cost to meet payments.
The Board of Directors has set minimum limits for the amount of assets
to be realized without undue transaction costs within various time
frames, based on analyses of activities in connection with the insurance
operations. The actual asset allocation is significantly more liquid than
the board-approved limits.

Although regular efforts are made to improve the investment of assets
and the management of these risks, Gjensidige has not materially changed the processes used to manage its risks from previous periods. The
investment strategy and other risk management policies are approved
by the Board of Directors in each company, but are closely coordinated

    31.12.2009
    31.12.2008
NOK million
Per cent NOK million
Per cent
Money market
10,121.8
Bonds held to
15,178.4
maturity
Loans and receivables
1,364.7
Current bonds
11,194.1
Equities
5,608.5
Real estate
6,030.5
Hedgefunds
532.5
Other 1
638.6
Total
50,669.1
1
Other includes derivatives, loans, etc

20.0 %

11,324.3

23.7 %

30.0 %

13,710.3

28.7 %

2.7 %
22.1 %
11.1 %
11.9 %
1.1 %
1.3 %
100.0 %

11,550.9
3,801.9
6,324.4
1,142.7
(82.7)
47,771.8

24.2 %
8.0 %
13.2 %
2.4 %
(0.2 %)
100.0 %

Gjensidige’s investment strategy is determined annually by the Board
of Directors. The main goal of the asset allocation is to optimize the
balance between expected financial income and risks. The starting point
is the insurance operations’ need to balance expected future outflows
against inflows from investments, while other funds in the insurance
operations are invested to optimize return on equity in a well-diversified
manner given the approved willingness to take risks.

results

The insurance operations are exposed to these types of risk through
the Group’s investment activities, and they are managed at the aggre
gate level and handled through the capital management policy and
investment strategies that have been drawn up for the Gjensidige
Group and its subsidiaries and through resolutions in the Group’s credit
committee. In addition, the credit risk in reinsurance is limited through
the Group’s reinsurance policy.

Table 7 – Asset allocation general insurance

Governance

Credit risk is defined as the loss arising from an issuer defaulting on its
obligations or because of increased risk premiums for bonds with credit
risk. Credit risk is managed both via credit lines for named counterparties, from lines based on official credit ratings and from diversification
requirements on mandates for corporate bonds. Credit risk in relation
to reinsurance is handled through minimum rating requirements for
Gjensidige’s reinsurance companies and close follow-up of receivables.

In terms of concentration risk, the main risks for the Group are the investments in Storebrand and SpareBank1 SR-Bank and the exposure to
office properties in the Oslo area. Concentration risk is further analysed
under the various market risk factors.

perspective

Equity price risk is defined as a loss in value resulting from a fall in equity prices. This is analogous to real-estate price risk. See amounts below
in the stress test and sensitivity analysis. Interest-rate risk is defined as
the loss in value resulting from a change in interest rates and is viewed
both from the asset-only perspective and in relation to the interest-rate
sensitivity of the liabilities. The Board of Directors set a limit of NOK
500 million on the interest-rate risk in the total fixed-income portfolio
(excluding bonds held to maturity and the swaps in Gjensidige Arbejdsskadeforsikring) for 2009 (given a 100 bps shift in the yield curve) for
the general insurance operations.

Operations

with the parent company’s overarching policies. The general rule is that
the asset allocation in the subsidiaries in general insurance will only
be used to ensure the technical reserves against interest and foreignexchange risk with excess funds invested in interest-bearing securities
with low risk. Exposures to market risk are recognised in the balance
sheet of Gjensidige Forsikring BA. This is done in order to improve the
efficiency of the investment management and capitalization in the Group.

This is gjensidige

with ten per cent on the pool’s programme in 2009. This exposure is
included in the outward reinsurance programme, resulting in synergy
effects, economies of scale and diversification in Gjensidige’s reinsurance programme. In the other countries Gjensidige is operating, natural
perils claims are included in the ordinary property reinsurance covers.
An event resulting in claims in several countries where Gjensidige has its
business will be aggregated into one event in respect of reinsurance.

The trend in the financial results is measured continuously relative to
the targets and risk limits set by the Board of Directors. In the event
of a significant negative development in the financial results, the limit
for investments in risky assets will be lowered. The development in the
financial results measured against the risk limit is reported regularly to
the management and Board of Directors.
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Stress testing

Table 9 – Value at risk, financial income

In addition, stress testing is performed on the value of the investment
assets relative to the market, credit and foreign-exchange risk as well as to
negative scenarios for the insurance activities measured relative to the buffer capital (defined as capital in excess of legal minimum requirements) and
reported regularly to the Board of Directors. The purpose of the stress test
is not to analyse the effect on profit & loss or on book equity, but rather
the effect on the capital buffer.
This stress test based on figures at year-end is shown below (group figures). The capital buffer here is relative to the capital adequacy requirement
for the Gjensidige Group, which is calculated according to Norwegian
GAAP. For purposes of capital adequacy, Gjensidige’s stakes in Storebrand
and SpareBank1 SR-Bank are consolidated so that any fall in the share
price of these enterprises will not affect the capital buffer. On the contrary,
their results are entered in Gjensidige’s accounts using the equity method,
and in this way they affect the Company’s and the Group’s capital buffer
situation. Furthermore, consideration is given to the underlying fluctuation
risk for the insurance results only to the extent that a weakening of the
combined ratio will bring it over 100 per cent. Finally, the risk in the subsidiaries outside general insurance (GPS and Gjensidige Bank) are included by
assuming a reduction of ten percentage points in their return on equity and
including the losses that this may entail.
The large capital surplus was representative for the situation throughout
the year, although the precise figures will vary along with changes in asset
allocation and year-to-date profit.

Table 8 - Stress test financial assets
NOK million

Scenario

Decrease in value
2009
2008

Assets/risk
Equities
20 % drop
(365.0) (193.4)
100 bps 1 change
(347.2) (295.7)
Interest rate risk
Property
12 % drop
(723.7) (769.0)
Hedgefund
12 % drop
(63.9) (137.1)
Currency
10 % change towards NOK
(25.4) (70.3)
Rating
AAA
0.15 %
(16.0) (13.7)
AA
0.15 %
(5.3) (27.9)
A
0.62 %
(46.9) (23.9)
BBB
0.75 %
(33.3)
(6.9)
BB
2.03 %
(43.4) (33.9)
B
3.36 %
(54.8) (52.7)
CCC or lower
6.72 %
(32.4) (25.8)
Not rated
1.20 %
(181.8) (29.0)
Underwriting result
3 percentage points weaker CR
Claims provision
2 % increase
(517.1) (511.2)
Catastrophe
NOK 135 million
(135.0) (135.0)
Storebrand and SpareBank1 SR-Bank 1.3 std. deviation
(422.3) (490.1)
Reinsurance receivables
2 % loss
(5.8)
(7.9)
Result subsidiaries (GPS and Bank) 10 % drop in ROE
(281.4) (263.3)
Total decrease in value of stress test
(3,300.7) (3,086.9)
Buffer capital
8,794.6 8,213.6
Capital/surplus in stress scenario
5,493.9 5,126.7
1
bps = basis points

Another way in which the downside risk of the financial income is evaluated
is by means of value at risk (VaR), which measures how much lower than
expectations the financial income can become at various levels of probability
(e.g. there is a 90 per cent probability that the financial income for the next
12 months will not be more than NOK 2,504.9 million lower than expected).
The calculation assumes that no changes are made in allocations during the
period and that all assets are measured at market value, including bonds held
to maturity and the investments in Storebrand and SpareBank1 SR-Bank.
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NOK million

31.12.2009

Confidence level
90.0 %
95.0 %
97.5 %
99.0 %

2,504.9
3,265.8
4,050.6
5,024.0

31.12.2008
1,579.0
1,989.0
2,318.0
2,759.0

The increase in VaR from 2008 to 2009 came mainly from the items in
Storebrand and SpareBank1 SR-Bank as well as an asset allocation with
an increased equity portion.

Equity price risk
In 2009, Gjensidige’s equity portfolio increased slightly from the previous year. The largest exposures are to Storebrand, SpareBank1 SR-Bank
and private equity funds. The concentration risk is shown in the table
below. The majority of the geographic exposure is to Norwegian shares.

Table 10 – Largest equity exposures
NOK million

31.12.2009

Company
Storebrand ASA
SpareBank1 SR-Bank
Orkla
Apply Group AS (prev. Sørco Gruppen AS)
ELIXA Nordic ASA
European Travel Interactive AB
TARCO
Spotify Technology Sarl
Reno Norden Holding AS
VIA Travel Group ASA
Total ten largest

2,903.5
877.4
25.3
23.4
22.6
22.0
21.5
18.4
17.6
17.5
3,949.1

Total equities

5,608.5

Table 11 – Largest equity exposures
NOK million

31.12.2008

Company
Storebrand ASA
BecoTek Metal Group
Elixia Holding
Wema
SørcoGruppen AS
Technor Holding
Sector Asset Management
VIA Travel Group ASA
Noble Denton Holdings Limited
Novo Nordisk
Total ten largest

2,660.6
39.0
30.0
28.3
26.4
25.1
24.8
24.3
20.7
19.9
2,899.1

Total equities

3,801.9

To show the sensitivity of the equity portfolio to a fall in equity prices, the
table below shows the effect of a possible scenario. The figures show the
effect on equity, but do not take into account taxation effects. Consideration
is given to the fact that Storebrand and SpareBank1 SR-Bank were recognised
as an associated company as at 31 December 2009 so that a drop of ten
per cent in the share price will not result in an impairment of the value in the
balance sheet, and the items are excluded from the sensitivity calculation.
As shown in the table, the sensitivity increased significantly since 2008. As
previously mentioned, this was attributed to an increase in the shareholdings.

NOK million
10 per cent drop in equity prices

31.12.2009

31.12.2008

(182.5)

(86.9)

Excluding investment in Storebrand ASA and SpareBank1 SR-Bank.

Table 13 – Largest private equity funds in 2009 and 2008
NOK million

31.12.2009

Fund
HitecVision Private Equity IV LP
FSN Capital II LP
Altor Fund II LP
Northzone V KS
Norvestor IV LP
Total five largest

79.1
76.9
54.5
53.1
51.8
315.4

Total private equity

817.7
31.12.2008

Fund
HitecVision Private Equity IV LP
FSN Capital II LP
Altor Fund II LP
Northzone IV K/S
Teknoinvest VIII KS (incl. Teknoinv. VIII (GP) KS)
Total five largest

110.7
78.6
62.1
57.6
49.1
358.3

Total private equity

884.6

NOK million
Maturity
0-1
1-2
2-3
3-4
4-5
5-6
6-7
7-8
8-9
9-10
>10
Total

31.12.2009

31.12.2008

14,949.5
5,477.1
3,211.7
4,771.3
3,927.1
1,089.7
1,089.6
986.9
1,128.3
210.8
1,016.8
37,859.0

16,170.4
4,454.2
3,169.9
2,267.5
4,549.4
384.6
771.7
564.4
717.1
1,028.4
2,507.9
36,585.5

Furthermore, the interest-rate sensitivity of the amortized cost portfolio is
shown in the table below. This table does not include the fixed-asset portfolio, and the effect of the swap agreements in Gjensidige Arbejdsskade
forsikring have not been included either because they have a reciprocal
effect on the liabilities. The effect on profits and equity is the same, and
tax effects have been disregarded.

Interest-rate risk

In one of the Danish operations, Gjensidige Arbejdsskadeforsikring, the
long-tail workers’ compensation line of business is hedged against chang
es in the real interest rate through swap agreements. The real-interestrate risk relates to outstanding premium- and claims provisions of approx.
NOK 3,600 million (discounted value), where a large percentage of the
claims are paid out as annuities, the payments of which are linked to a

Table 15 – Sensitivity fixed income portfolio
NOK million
100 bps parallell shift up

31.12.2009

31.12.2008

(347.2)

(295.7)

The graph below shows the expected payout pattern for the Group’s premi
um and claims provisions at year-end 2009 and 2008 respectively. Approx.
one third of the provisions are expected to be paid out within one year, and
the average duration is about three and a half years. A subset of the assets
will match these cash flows, but the Group has no formal policy for the
maximum allowable deviation.

Figure 6a - Payout pattern insurance liabilities
Gjensidige Group
12000

2009
2008

results

Within the Group’s insurance companies, overall exposure to
interest-rate risk will be reduced by matching the portfolio of fixed
income instruments to the overall duration and the payout pattern
of the insurance liabilities. Since insurance liabilities are generally not
discounted in the balance sheet, this implies that from an accounting
perspective insurance liabilities will be exposed to changes in inflation
(but not directly to interest rates). An economic perspective, however,
argues for hedging interest-rate risk, because the present value of the
provisions will be exposed to changes in the real interest rate. From an
accounting perspective, the risk from choosing this hedging strategy
is reduced, becausea major part of the bond portfolio is classified as
held to maturityor loans and receivables (hereafter only referred to as
the amortized cost portfolio). Furthermore, from an overall economic
perspective the inflation risk is partly reduced by giving a percentage of
these bonds a coupon linked to the trend in the consumer price index.

Governance

In addition to the invested amounts, Gjensidige had committed capital
not invested amounting to NOK 775 million as at 31 December 2009.

Table 14 – Maturity profile (number of years) fixed income
portfolio

perspective

NOK million

The table below shows the maturity profile of the Group’s fixed-income
portfolio. It does not include the above-mentioned swap agreements,
which have a limited carrying amount, but instead the actual fixedincome portfolio in Gjensidige Arbejdsskadeforsikring.

Operations

Gjensidige Forsikring invests in a number of private equity funds as
well as fund-of-funds. The focus has so far been on the Nordic region,
and Gjensidige will seek to assume an active role through a place on
the board or advisory committees of the different funds. The portfolio
consists of a mixture of venture and buy-out strategies. For investments outside the Nordic region, Gjensidige will generally seek to invest
through fund-of-funds.

Danish variant of the CPI (yearly increase in Danish workers compensation awards - determined by the authorities, a function of the wage
developments). The risk to the present value of these annuities is hedged
through a series of swap agreements stretching out over 40 years
and covering inflation and interest-rate risk separately so that the net
real-interest-rate risk is removed. The swap agreements are reset once a
year and security is provided for outstanding market value between the
parties, which reduces the counterparty risk and results in a limited book
value. The fixed-income portfolio in Gjensidige Arbeidskadeforsikring is
invested with a low duration.

This is gjensidige

Table 12 – Sensitivity analysis equity portfolio
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The next graph shows the corresponding payout pattern for Gjensidige
Forsikring BA. The average duration for Gjensidige Forsikring BA is slightly
shorter than for the Group

Figure 6b - Payout pattern for insurance liabilities,
Gjensidige Forsikring BA
12000

2009
2008

10000

An immediate one percentage point drop in the interest rates will reduce
the net interest income from instruments with floating interest over the
next 12 months by approximately NOK 78.9 million. However, this will be
offset by an immediate value increase in the fixed-income portfolio of
NOK 347.2 million, which will affect the profit/loss. The above calculations
do not take into account the effects an interest-rate change may have on
other assets, such as real estate and equities. The calculations are pre-tax.
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Another way to look at the interest-rate risk is through the agreed remaining term of the portfolio, and the focus is then not on the immediate
effect on value as above, but on the effect of an interest-rate change on
the interest income in the coming year. From an accounting perspective,
the insurance operations have no interest-sensitive insurance liabilities
except from the Danish workers’ compensation portfolio, which is hedged
through swaps. The table thus only includes the asset side.
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Table 16 - Fixed-rate period insurance
NOK million

Not incl agreed
remaining term

Financial assets
Bonds and certificates
Cash accounts and time deposits
Bonds held to maturity
Loans
Shares and similar interests
Hedgefund
Not classified
Derivatives with positive value
Total 2009

5,576.2
532.7
5,815.1
34.9
13,925.4

Total 2008

11,389.3

Financial liabilities
Derivatives with negative value
Other financial liabilites
Total 2009

7.4
1,959.1

0-1 month
1,547.5
509.9
105.7
24.9
32.2

462.5
1,474.5
64.6

773.8

3 months 1 year

(73.7)

1-5 years

Above
5 years

Total

2,489.8
5,283.4
1,069.5
0.0

4,840.1
406.4
12,054.1
0.3

2,633.1
1.0
2,927.3

2,994.1

54.9
53.6
2,110.1

107.2
8,949.8

1.6
17,302.5

6.0
5,567.3

11,980.3
9,634.2
16,221.2
25.2
5,608.5
532.7
6,643.8
203.2
50,849.1

2,343.8

3,010.9

10,925.5

14,504.0

6,351.2

48,524.7

(17.1)

(0.6)

(17.1)

(0.6)

(91.4)
(88.6)
(180.1)

(186.7)

(752.8)

(73.7)

Total 2008

(88.6)
(88.6)
(12.4)

(431.3)

(118.6)

(3.9)

Property price risk

Hedgefunds

Real estate constitutes a significant part of the portfolio of Gjensidige
Forsikring. The motivation for investing in real estate is firstly that it
enhances the risk-adjusted return of the asset portfolio, through an
expected rate of return that lies between bonds and equities and that
there is a modest correlation to both of them.

Hedgefund is a common term for funds that invest in most types of
asset classes with few limitations on the use of derivatives, shorting
or leverage in order to earn a return that is partly independent of (has
a low correlation with) traditional market indices. Gjensidige utilizes
hedge funds to take out active risk in the individual asset classes and
to take out allocation risk between the individual asset classes and/or
risk premiums. Both fund-of-funds and individual funds are used. The
fund-of-fund manager will perform the selection and follow-up of the
underlying hedge funds, thus reducing operational risk

The Group owns most of its properties directly, although a small part
of the portfolio is invested in property funds outside of Norway. In
addition to the amounts invested through funds, an additional NOK
171 million is committed, but not called upon. The management of the
directly owned real estate portfolio is carried out in the wholly owned
subsidiary Oslo Areal. The portfolio consists both of property for own
use and investment properties. The real estate portfolio has its largest
concentration in offices in the Oslo area, but also has offices in other
major cities in Norway as well as a substantial holding of shopping
centres

Table 17 – Largest real estate investments
NOK million
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1-3 months

31.12.2009

31.12.2008

Total five largest properties

2,460.9

2,465.5

Total property

6,030.5

6,324.4
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Table 18 – Largest hedgefunds 2009
NOK million

31.12.2009

Horizon Tactical Trad USD-B
The Winton Evolution Fund
Sector Healthcare - A USD
Sector EuroPower Fund Class A EUR
Sector Speculare IV Fund Class A USD
Total five largest hedgefunds

137.1
107.7
74.4
72.0
51.4
442.6

Total hedgefunds

532.5

NOK million
Horizon Tactical Trad USD-B
Sector Polaris
The Winton Evolution Fund
Russell Alt. Strat. Fund II Total Designated Inves
Sector EuroPower Fund Class A EUR
Total five largest hedgefunds
Total hedgefunds

31.12.2008
342.8
272.5
125.8
95.2
86.0
922.3
1,142.7

Foreign exchange risk

The table below shows the foreign currency exposure by currency type.
The gross position shows the exposure after taking into account the
distribution of the insurance liabilities among different currencies and
includes the investments in the subsidiaries that are entered in the
parent company’s accounts. In the net position column, the hedges of
the subsidiaries are included.

In the opposite case, if there is a ten per cent weakening of NOK
against all other currencies, the effect on the basis of the situation as
at 31 December 2009 will be about the same amount, but with an opposite sign, provided that all other variables are held constant.
The currency transactions are performed within strictly defined limits
and are employed in both the ordinary management and to hedge
financial instruments. The table below shows both gross and net

Gross
position in
NOK

Currency Net position Net position
contracts in currency
in NOK

AUD

0.0

0.1

0.0

0.1

CAD

(0.3)

(1.4)

(0.3)

(1.4)

CHF

0.1

0.3

DKK

2,463.4

2,788.6

(2,396.0)

0.1

0.3

67.4

76.3

(69.6)

(37.5)

EEK

(69.6)

(37.5)

EUR

295.6

2,490.6

(307.1)

(11.5)

(97.0)

GBP

(0.5)

(4.3)

(1.6)

(2.1)

(19.5)

HKD

0.0

0.0

0.0

0.0

LVL

(3.2)

(38.3)

(3.2)

(38.3)

LTL

(37.7)

(92.1)

(37.7)

(92.1)

JPY

26.8

1.7

(0.0)

(0.0)

NZD

0.0

0.0

0.0

0.0

PLN

(4.1)

(8.2)

(4.1)

(8.2)

RUB

(2.7)

(0.5)

SEK

210.3

169.7

SGD

0.0

0.0

USD

682.7

3,908.7

Total

(26.9)

(2.7)

(0.5)

(277.8)

(67.5)

(54.5)

0.0

0.0

(689.1)

(6.4)

(36.6)

9,177.6

(308.9)

Credit risk
Gjensidige is exposed to credit risk, i.e. the risk that a counterparty will
not settle its liability at due date or the risk that the credit spreads will
increase (credit risk premium). The Group is primarily exposed to credit
risk in the investments in the insurance companies, through receivables
from the insurance customers and reinsurers.
For investments, risk limits are set for credit risk in several ways. As a
point of departure there is a credit limit on designated counterparties.
For issuers with an official credit rating from a recognised rating agency,
this is generally utilized as a criterion. The list of credit limits is approved
by the Deputy CEO and employed for all separate mandates and for
derivative counterparties. In addition, the board-approved asset allocation sets limits on global bonds, both bonds with high financial strength
ratings (investment grade) and other bonds (high yield). The Group’s total fixed-income portfolio of NOK 37,859.0 million as at 31 December
2009 (including the amortized cost portfolio, other bonds, certificates
and deposits) consisted of NOK 5,493.4 million issued by public sector
entities and NOK 32,365.5 million by non-public entities. The majority
of the latter category was financial institutions. The percentage issued
by public sector entities decreased considerably from the level in 2008
after it was kept at a high level throughout the financial turmoil in that
year. The distribution is shown in the table below.

results

A ten per cent strengthening of NOK against all other currencies will
have a positivetive effect on equity of about NOK 89.9 million. Since
the conversion effect related to subsidiaries is recognised in other
comprehensive income, whereas the currency hedging for Gjensidige
Baltic and Tennant is recognised in the profit or loss, the effect on the
profit and loss will be positive and amount to NOK 16.9 million.

Gross
position in
currency

Governance

The Group underwrites insurance in the Scandinavian and Baltic
countries, so it has insurance liabilities in these currencies. The foreignexchange risk at both the group and company levels is generally hedged
by matching technical provisions with investments in the corresponding
currency. In Gjensidige Baltic, there are investments in EUR-denominated
interest-bearing papers that are not equivalent to liabilities in EUR.

NOK
million

perspective

The parent company hedges its investments, but not future income,
in subsidiaries against foreign-exchange risk. For Gjensidige Baltic, the
hedging is performed in EUR because periodically there is low liquidity
in the market for LVL. In order to counteract the risk that then arises, a
percentage of Gjensidige Baltic’s interest-bearing papers are invested in
EUR. For Tennant Forsäkringsaktiebolag, the hedging is in SEK. In both
cases, the results of the hedging are entered in the income statement
while the change of value in the hedged object is reported directly
against equity. For Fair Forsikring, the hedging is in DKK and hedge
accounting is employed, where only the inefficient part of the hedging
is reported in the income statement. This gives a more consistent
reporting of hedging and the hedged object. The hedging is carried out
with currency swaps, where the amount is adjusted quarterly.

Table 19 – Foreign currency exposure

Operations

Foreign-exchange risk is defined as the financial loss resulting from
an adverse fluctuation in exchange rates. Generally, foreign-exchange
risk in the investment portfolio is hedged close to 100 per cent, within
permitted limit of +/- ten per cent, except for smaller mandates where
active currency management is a part.

positions. Currency hedging (not including the hedging of investments
in subsidiaries) is done by means of forwards or swaps, and currency
position is monitored continuously against a total limit.

This is gjensidige

Table 18b - Largest hedgefunds 2008

Table 20 – Allocation of fixed-income portfolio per sector

Government
Banks and financial institutions
Corporates
Total

31.12.2009

31.12.2008

14.5 %
65.6 %
19.9 %
100.0 %

22,7 %
62,2 %
15,1 %
100,0 %
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The following tables show the allocation of the fixed-income portfolio
by rating category at year-end in 2009 and 2008

Table 21 – Allocation of fixed-income portfolio per rating
category
NOK million

31.12.2009

31.12.2008

Rating
AAA
AA
A
BBB
BB
B
CCC or lower
Not rated
Total

8,642.9
6,457.8
10,393.8
2,815.0
729.1
590.3
196.7
8,033.3
37,859.0

12,362.8
8,487.7
5,348.1
1,936.5
484.7
513.4
271.9
7,180.4
36,585.5

Table 22 - Allocation of fixed-income portfolio per rating
category, internal rating included
NOK million

31.12.2009

31.12.2008

Rating
AAA
AA
A
BBB
BB
B
CCC or lower
Not rated
Total

9,076.3
7,016.4
12,350.4
6,068.3
729.1
590.3
196.7
1,831.5
37,859.0

12,414.9
8,693.2
8,017.6
4,497.4
484.7
513.4
271.9
1,692.4
36,585.5

The following tables show the largest issuers as at 31 December 2009
and 31 December 2008 respectively

Table 23 – Ten largest issuers 2009
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31.12.2009

Issuer
Norwegian Government
Danske Bank
Nykredit Realkredit A/S
DnB NOR Bank ASA
Dansk Landbrugs Realkreditfond
Realkredit Danmark
Brfkredit
Barclays Bank Plc
Svenska Handelsbanken Stockholm
UBS AG Jersey Branch
Total ten largest issuers

3,893.6
2,062.2
1,861.5
1,506.6
990.7
912.4
773.1
738.6
638.3
569.3
13,946.3

Total fixed-income portfolio

37,859.0
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Table 24 – Ten largest issuers 2008
NOK million

31.12.2008

Issuer
Norwegian Government
Danske Bank Realkreditt
Nykredit Realkredit A/S
DnB NOR Bank ASA
Dansk Landbrugs Realkreditfond
Skandinaviska Enskilda Banken
BRF Kredit
Statkraft AS
Citigroup
Barclays Bank Plc
Total ten largest issuers

5,575.4
1,984.5
1,923.4
1,571.4
1,008.7
953.2
856.1
817.8
740.3
727.1
16,157.9

Total fixed-income portfolio

36,585.5

Credit risk in the insurance operations

A large part of the Norwegian fixed income market consists of issuers
without a rating from an official rating company. However, the asset
managers and brokerages conduct their own internal rating, assigning
rating categories in the same way as the rating companies. For completeness, the second table includes the allocation also using the internal
rating of Gjensidige’s main asset manager, Storebrand Kapitalforvaltning.
The tables show that the percentage of interest-bearing papers with a
credit risk is substantially higher than it was at year-end 2008.

NOK million

The overview of the largest issuers also includes the fixed-income portfolio for GPF and Gjensidige Bank because the individual counterparty
risk is monitored at the group level. The total fixed-income portfolio is
only for general insurance

The table below presents the age distributions of the receivables arising
out of direct insurance operations and of the reinsurance receivables

Table 25 – Age distribution receivables insurance
NOK million

Direct insurance

Reinsurance

31.12.2009
Installments not due
<35 days
35-90 days
> 90 days
Total

2,871.9
289.8
90.8
92.1
3,344.6

1.9
30.9
8.1
21.0
62.0

31.12.2008
Installments not due
<35 days
35-90 days
> 90 days
Total

2,656.3
249.9
87.5
64.7
3,058.5

16.3
90.7
26.5
133.5

Reinsurance is used to manage insurance risk. This does not, however,
discharge Gjensidige from any liability as primary insurer. If a reinsurer
fails to pay a claim for any reason, Gjensidige remains liable for the
payment to the policyholder. The creditworthiness of reinsurers is
considered by reviewing their financial strength prior to finalization of
any contract. Routines are in place for assessing the creditworthiness
of reinsurers by reviewing financial strength ratings provided by rating
agencies and other publicly available financial information. Information
of recent payment history and the status of any ongoing negotiations
between group companies and these third parties is also used to update the reinsurance purchasing strategy. As a general requirement, all
reinsurers need to be rated ‘A-‘or better by S&P (or the equivalent from
Moody’s or AM Best) when entering into the contract with Gjensidige.
For short-tail lines a ‘BBB’ rating has occasionally been accepted. The
figure shows the breakdown of the purchased reinsurance capacity for
2009 and 2008; i.e. the rating of the reinsurers that would have been
drawn in if the losses had occurred.

2.8 %
AAA
AA
A

57.5 %

Table 27 - Liquidity investment assets,
Gjensidige Forsikring BA

39.7 %

AAA
AA
A
BBB

Table 26 – Reinsurance receivables and reinsurers’ share of
claims provisions

3.9
114.7
110.4
0.4
0.7
58.6
288.7

1.3 %
39.7 %
38.3 %
0.1 %
0.2 %
20.3 %
100.0 %

3,793.6

2,509.5

1,741.2

1,444.9

6,287.5

4,707.1 4,000.0

2008
NOK million
6.2
242.5
161.4
2.1
0.9
83.1
496.2

Per cent
1.3 %
48.9 %
32.5 %
0.4 %
0.2 %
16.7 %
100.0 %

Liquidity risk
For most general insurers, the liquidity risk is quite limited. Premium
income is paid up front, and claims are paid out at a later stage. Future
payments are not based on contractual payment dates, but rather
when claims occur and how long the claims handling lasts. See the
expected payout pattern presented in the figure above.

Based on this kind of scenario, the Board of Directors set a liquidity
requirement for 2009 of at least NOK 4,000 million in the most liquid
funds, defined as deposits in banks, bonds and certificates issued by
OECD countries or guaranteed by these countries and money market

The funds in Gjensidige Pensjonsforsikring (GPF) have separate strategies
for each portfolio – the unit-linked, paid-up policy, other group policy and
company portfolios. GPF does not bear investment risk for the unit-linked
portfolio, both positive and negative returns are passed on in full to the
customers. The other portfolios expose the Company’s equity to risk. For
the company and other group policy portfolios, very little risk is born, the
funds are mainly invested in bank deposits and fixed-income instruments
with high creditworthiness. The company portfolio is financed by the
Company’s equity and also includes a small trading portfolio to support
incoming and/or outgoing capital in the customer portfolios. The other
group portfolio is funded by premium reserves, claims provisions for
unreported and/or unsettled claims and the risk equalization fund. The
paid-up policies give a minimum guaranteed interest to the customers
at the same time as the customers receive a percentage of any excess
return above this amount. Therefore, for the paid-up policy portfolio,
the objectives are to be able to offer the customers a competitive return
over a period of time at the same time as the risk relative to the strain on
equity is kept at a targeted low level and to follow a balanced strategy
where the risk-taking is managed by the current status of the buffer
capital at any given time. The pension and savings operations have most
of their balance in defined-contribution products, but the paid-up policy
portfolio is growing. Therefore, GPF is also exposed to the types of risk
mentioned above and has its own investment strategy approved by the
Board of Directors, which sets the limits for exposure. The portfolios are
stress tested in the same way as for the insurance operations (cf. the
section above) to measure whether the buffer capital can tolerate a given
decline in value. The paid-up policy portfolio amounted to NOK 1,389.5
million as at 31 December 2009 with an average guaranteed interest
rate of 3.7 per cent. The other group policy portfolio amounted to
NOK 135.0 million (primarily capital without a guaranteed interest rate),
whereas the company portfolio had NOK 256.3 million in financial assets.
All amounts measured at market value, including bonds held to maturity.
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For a going concern, this will result in a positive net cash flow under normal
circumstances. Large net outflows will normally arise only from acquisitions
or recapitalization of subsidiaries. In case of a large claim or catastrophic
event, the payments will take place some time after the event, and the
reinsurers will cover most of the amount within a short time after the payments have been made to the claimants. In an extreme scenario, reinsurers
could fail to honour their obligations after such a catastrophic event.

Gjensidige Pensjonsforsikring (GPF) has a separate capital management
strategy approved by the Board of Directors, which specifies targets
and limits for and the organization of the capital management activities.
A separate investment committee with representatives from GPF,
Gjensidige Investeringsrådgivning (GIR) and the Group’s investment and
capital management departments gives advice to the CEO on matters
pertaining to management and risk management. Investment, including
entering into contracts for new external mandates, is centralized in the
Group’s investment department.

Governance

AAA
AA
A
BBB
BB
Not rated
Total

752.7

perspective

The following tables provide an overview of the breakdown of reinsurance receivables and the reinsurers’ share of outstanding claims per
rating category. The exposure in the not-rated category primarily relates
to prior years reinsurance arrangements and broken down among a
large number of counterparties. In many cases the companies are now
in run-off and do not have a rating anymore

Per cent

Fixed income portfolio with rating A or
better and maturity less than 6 months
Total

752.7

Management of financial risk – Gjensidige Pensjonsforsikring

61.3 %

2009
NOK million

Bank deposits
Bonds and certificates issued by, or
guaranteed by OECD-countries

Excl. bonds
Minimum
held to
level
maturity

Operations

0.1 % 2.5 %

Rating

Incl. bonds
held to
maturity

NOK million

Figure 7b - Potential credit exposure reinsurance 2008
per rating category
36.1 %

instruments with a rating of A or better and with a due date within six
months. The current allocation meets these requirements. The table
belowshows the classification used and the amounts as at 31 December 2009 for Gjensidige Forsikring BA.
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Figure 7a - Potential credit exposure reinsurance 2009
per rating category
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Table28 – Asset allocation Gjensidige Pensjonsforsikring,
excluding the unit-linked portfolio
NOK million
Money market
Bank deposits
Bonds held to maturity
Current bonds
Equities
Hedgefunds
Total

31.12.2009

31.12.2008

349.9
442.8
637.7
201.6
148.5
0.3
1,780.8

121.9
336.4
279.1
41.7
779.2

GPF is exposed to equity price risk through the investment in shares. The acc
ounting interest-rate risk in GPF’s assets is extremely limited because the bonds
are classified as amortized cost and the remaining fixed-income instruments are
of short duration. The following table shows the effect of a ten per cent drop in
the stock market and a one percentage point increase in the interest rate level
of equity in GPF. The calculations do not take tax effects into consideration.

Table 29 - Sensitivity fixed-income and equity portfolio,
Gjensidige Pensjonsforsikring
NOK million
100 bps parallell shift up
10 % drop in equity prices

31.12.2009

31.12.2008

9.0
(14.9)

9.0
(4.2)

A large part of the fixed-income portfolio in GPF does not have an
official rating. These fixed-income securities are mainly invested in
Norwegian banks and financial institutions.

2009

Rating
AAA
AA
A
BBB
BB
B
CCC or lower
Not rated
Total

99.3
73.0
590.8
121.0
15.6
0.3
0.1
732.0
1,632.0

In 2009, Gjensidige Bank also established a separate mortgage company,
Gjensidige Bank Boligkreditt, which has acquired part of the home loan
portfolio. As at 31 December 2009, the loan portfolio (before provisions
for losses) was NOK 1,681.6 million in Gjensidige Bank Boligkreditt and
NOK 7,221.7 million in Gjensidige Bank (excluding the consumer loan
portfolio). The consumer loan portfolio amounted to NOK 2,672.2 million.
The risk in the loan portfolio is evaluated monthly by the internal model.
The customers are categorised in three main categories depending on the
risk. The classification criteria are different in the two main parts, but are
aggregated for the Gjensidige Bank Group in the table below. The table
shows the engagement, i.e. including the undrawn portions of assigned
frame loans, and the total is therefore higher than the total loan portfolio.

Table 31a - Risk classification banking operations 2009

Table 30 - Fixed-income portfolio per rating, Gjensidige
Pensjonsforsikring
NOK million

higher credit risk than the existing portfolio. However, the risk will be priced with a risk pricing model that gives a good picture of the risk-adjusted
return, the portfolio development will be carefully followed up by thorough,
continuous analyses, and the portfolio shows good profitability. Gjensidige
Bank’s existing portfolio mainly consists of home loans within 80 per cent
of an acceptable value, loans that exceed this are only given to designated
customer groups, and the customer’s financial capacity will be stresstested with an interest rate increase of 4.5 percentage points. Through its
co-operation with Sparebanken Sogn og Fjordane, Gjensidige Bank has developed internal models for ranking customers, both in the loan application
process and in evaluating the credit risk of ongoing engagements. The loan
portfolio consists only of loans to customers in Norway.

2008

18.0
415.8

303.7
737.5

The largest individual exposures per counterparty are included in the
Group’s table above.

NOK million

Gross lending

Low risk
Medium risk
High risk
Total

9,825.7
2,263.6
897.1
12,986.4

Individual
Group
impairment impairment
Per cent
losses
losses
75.7 %
17.4 %
6.9 %
100.0 %

0.8
0.8

6.3
4.9
2.0
14.5

Tabell 31b - Risk classification banking operations 2008
NOK million

Gross lending

Low risk
Medium risk
High risk
Total

5,292.3
1,193.3
198.2
6,683.7

Individual
Group
impairment impairment
Per cent
losses
losses
79.2 %
17.9 %
3.0 %
100.0 %

0.7
0.7

5.6
4.0
3.3
12.9

The total engagement with customers as at 31 December 2009 was NOK
12,986.4 million, compared with NOK 6,683.7 million the previous year. The
following table shows the amount of unpaid overdue payments and overdrafts.

Management of financial risk – Gjensidige Bank
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The banking business is exposed to credit risk in its loan portfolio and the
liquidity and interest-rate risk from any mismatches of maturity and time
of repricing between assets and liabilities. The bank does not invest in
equity instruments, nor does it have any foreign currency positions. The
Board of Directors of Gjensidige Bank approves the Company’s credit
policy and lending regulations. A credit strategy is also specified annually.
The Board of Directors also sets limits for market and liquidity risk.

Table 32 - Payments overdue

Credit risk constitutes the core of the banking business. In 2009, Gjensidige Bank acquired the portfolio of Citibank’s Norwegian business. After
that, the credit business was divided into two main parts – home loans
and consumer loans. The acquired portfolio of consumer loans has a

In order to measure interest-rate risk in the banking business, it must be
taken into consideration that both the assets and liabilities are sensitive to
interest rates. The repricing structure is shown in the table below. The effect
of an immediate one percentage point increase or decrease in the interest

gjensidige annual RePORT 2009

NOK million
10-30 days
30-90 days
Over 90 days
Total

31.12.2009 31.12.2008
9.9
7.9
17.8

17.0
1.7
4.0
22.6

from a one percentage point change in the interest rate shall be NOK seven
million. Utilization of this limit is reported monthly to the Board of Directors.

Table 33a - Fixed interest period banking operations 2009
NOK million

11,496.0

2.4

11,496.0

2.4

Interest-bearing securities
Shares and stakes
Intangible assets
Property, plant and equipment
Deferred tax assets
Other assets

293.4
88.0

214.7

69.4

Total assets

795.4
513.1
6,550.4
511.0
77.7
7,652.3

11,710.7

71.8

66.5

66.5

43.3
5.2
21.7
21.7

577.5
88.0
43.3
5.2
21.7
21.7

66.5

76.6

12,731.7

12.5
12.5

513.1
6,550.4
4,366.7
77.7
12.5
11,520.5

2,356.8

1,199.5

299.4

2,356.8

1,199.5

299.4

Without
maturity

Total

(0.7)
(12.9)
(13.6)

176.5
179.1
6,711.4
(0.7)
(12.9)
7,053.5

41.5
3.2
24.9
14.3

340.3
41.5
3.2
24.9
14.3

70.3

7,477.6

1.0
1.0

6,131.4
549.9
37.2
1.0
6,719.3

10.6

10.6

10.6

Table 33b – Fixed interest period banking operations 2008
NOK million
Assets
Cash and receivables from central banks
Loans to and receivables from credit institutions
Loans to and receivables from customers
Specific provisions for loans to and receivables from customers
Collective provisions for loans to and receivables from customers
Net loans to customers and credit institutions

1 month 1-3 months 3-12 months 1-5 år years
176.5
179.1
6,669.9

355.6

Interest-bearing securities
Shares and stakes
Property, plant and equipment
Deferred tax assets
Other assets

340.3

Total assets

695.9

Liabilities
Deposits from and liabilities to customers
Debt incurred through the issue of securities
Other liabilities
Other provisions
Total liabilities

More than 5
years

6,669.9

34.5

34.5

6,669.9

34.5

350.0

199.9

350.0

199.9

7.0

7.0

7.0

6,131.4
37.2
6,168.5

Due to time limits for notification in the Financial Contracts Act, loans
to customers are placed in the one to three month period whereas
deposits from customers are in the under one month period. A bank
may change its loan and deposit rates as it sees fit on the basis of the
competitive market situation. There is no direct requirement to change
these rates only when general market or central bank policy rates
shift. As a result, the classification of loans and deposits in the specific
intervals above is somewhat arbitrary.

In the banking operations, the assets and liabilities have contractual
maturities. On the liability side, the customers in general may withdraw
their deposits at short notice, resulting in a short time to maturity. The
Board of Directors has specified liquidity reserve requirements in the
form of short-term deposits, liquid securities and/or committed drawing
rights that will afford the necessary restructuring time in a period with
less access to liquidity, in accordance with guidelines specified by Finanstilsynet (the Financial Supervisory Authority of Norway). Based on these
criteria, the liquidity reserve requirement as at 31 December 2009 was
NOK 988 million compared with an actual reserve of NOK 1,908 million.
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(0.8)
(14.5)
(15.3)

264.5
149.4
11,575.6
(0.8)
(14.5)
11,974.2

Governance

Total

perspective

Without
maturity

264.5
149.4

413.9

Liabilities
Debt to credit institutions
Deposits from and liabilities to customers
Debt incurred through the issue of securities
Other liabilities
Other provisions
Total liabilities

More than 5
years

Operations

Assets
Cash and receivables from central banks
Loans to and receivables from credit institutions
Loans to and receivables from customers
Specific provisions for loans to and receivables from customers
Collective provisions for loans to and receivables from customers
Net loans to customers and credit institutions

1 month 1-3 months 3-12 months 1-5 år years

This is gjensidige

rate level on the net interest income over the next 12 months was calculated
at NOK two million. The Board of Directors approved that the maximum loss
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Table 34a - Liquidity profile banking operations 2009
NOK million
Assets
Cash and receivables from central banks
Loans to and receivables from credit institutions
Loans to and receivables from customers
Specific provisions for loans to and receivables from customers
Collective provisions for loans to and receivables from customers
Net loans to customers
Interest-bearing securities
Shares and stakes
Derivatives
Intangible assets
Property, plant and equipment
Deferred tax assets
Other assets
Total assets
Liabilities
Debt to credit institutions
Deposits from and liabilities to customers
Debt incurred through the issue of securities
Derivatives
Other liabilities
Other provisions
Total liabilities

1 month 1-3 months 3-12 months 1-5 år years
264.5
149.4
2,772.9

29.5

133.0

1,393.7

More than 5
years

Without
maturity

Total

(0.8)
(14.5)
15.3

264.5
149.4
11,575.6
(0.8)
(14.5)
11,974.2

43.3
5.2
21.7
20.6

577.5
88.0
1.1
43.3
5.2
21.7
20.6

75.5

12,731.7

12.5
12.5

513.1
6,550.4
4,366.7
1.7
76.0
12.5
11,520.5

7,246.5

3,186.8

29.5

133.0

1,393.7

7,246.5

5.0
88.0

128.9

324.6

118.9

0.1

1.1

3,279.8

158.4

457.6

1,513.7

7,246.6

513.1
6,550.4
494.2

1,874.2

1,998.3
1.7

1,874.2

2,513.1

76.0
7,120.7

Table 34b - Liquidity profile banking operations 2008
NOK million
Assets
Cash and receivables from central banks
Loans to and receivables from credit institutions
Loans to and receivables from customers
Specific provisions for loans to and receivables from customers
Collective provisions for loans to and receivables from customers
Net loans to customers
Interest-bearing securities
Shares and stakes
Intangible assets
Property, plant and equipment
Deferred tax assets
Other assets
Total assets
liabilities
Deposits from and liabilities to customers
Debt incurred through the issue of securities
Other liabilities
Other provisions
Total liabilities
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1 month 1-3 months 3-12 months 1-5 år years
176.5
179.1
2,618.3

2,973.9

18.9

18.9

86.6

500.3

86.6

500.3

100.6

154.4

More than 5
years

Without
maturity

Total

(0.7)
(12.9)
13.6

176.5
179.1
6,711.4
(0.7)
(12.9)
7,053.5

41.5
3.2
24.9
14.3

255.1
85.2
41.5
3.2
24.9
14.3

70.3

7,477.6

1.0
1.0

6,131.4
549.9
37.2
1.0
6,719.3

3,487.3

3,487.3

85.2

3,059.1

18.9

187.2

654.7

6,131.4
150.0
37.2

100.0

299.8

6,318.5

100.0

299.8

3,487.3

General insurance
Private Norway

DESCRIPTION OF THE SEGMENTS’ INCOME AND
EXPENSEs, ASSETS AND LIABILITIES

Gjensidige is a broad supplier of general insurance products to private
consumers in Norway. The company is a market leader in motor insurance
and accident and health insurance and agriculture insurance, and it also
has a solid position in other types of private insurances.

Segment income is defined as earned premiums, net of reinsurance for
general insurance, earned premiums, net of reinsurance, management
income and other income for Pension and savings, interest income and
credit commission income for Online retail banking, and operating income
for Health care services.

This is gjensidige

4 – SEGMENT INFORMATION

Commercial Norway
Segment expenses are defined as claims incurred for general insurance and
for Pension and savings, interest expenses etc. for Online retail banking,
operating expenses for all segments, and net income from investments for
Pension and savings and Online retail banking.

Nordic

Segment result is defined as underwriting result for general insurance,
profit/(loss) before tax expense for Pension and savings and Online retail
banking, and EBITA for Health care services.

The segment offers general insurance products to private and commercial
customers in Sweden and Denmark. The operations are run under the
Gjensidige brand in Sweden, while the Danish operations are run under the
brand Fair Forsikring.

Baltic

Segment assets for the general insurance segments in Norway consist of
assets that can be directly attributable to the general insurance products,
mainly receivables and reinsurers’ share of insurance-related liabilities.
For the other segments segment assets consist of total assets.
Segment liabilities for the general insurance segments in Norway consist
of liabilities that can be directly attributable to the general insurance products, mainly insurance-related liabilities. For the other segments segment
liabilities consist of total liabilities.

The Baltic insurance market is in an early development phase and a
significant share of the market is still uninsured. Motor insurances are the
most widespread insurance product in these markets. Gjensidige Baltic has
operations in each of the three Baltic states.

perspective

Furthermore, the Danish operations are the Group’s centre of expertise
for insurances to municipalities and other public sector entities in Norway,
Sweden and Denmark, under the KommuneForsikring brand. The Norwegian branch of the Swedish operations handles the Group’s white label
initiativ.

Operations

Gjensidige is a complete provider of general and life insurance products
for Norwegian businesses. The company has a particularly strong position
in the market segment for medium-sized enterprises, and it is the clear
market leader in accident and health insurances.

Pension and savings

Governance

The segment offers a broad range of pension, investment and savings
products for both the private and commercial market. The products
offered includes among others occupational pensions, fund pensions,
paid-up policies and fund savings.

Online retail banking
Gjensidige Bank is a nationwide Internet bank aimed at the private, affinity
group and agricultural markets in Norway. The bank offers traditional
banking products adapted to electronic distribution.

Health care services

results

Under the brand Hjelp24, a variety of health care services are offered.
The service offering includes corporate health care services, personal
security alarm services, private hospital and specialist services, and work
environment surveys. The services are offered to private, commercial and
public customers.
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4 –SEGMENT INFORMATION (Cont.)
GENERAL INSURANCE
NOK million

2009
Segment income
Segment income - external
Segment income - group 2
Total segment income
- Claims, interest expenses, loss etc.
- Operating expenses
+ Net income from investments
Segment result/profit/(loss)
before tax expense

Private Commercial
Norway
Norway

Segment liabilities
Other liabilities 3
Total liabilities

Baltic

2008
Segment income
Segment income - external
Segment income - group 2
Total segment income
- Claims, interest expenses, loss etc.
- Operating expenses
+ Net income from investments
Segment result/profit/(loss) 
before tax expense
Segment assets
Other assets 3
Total assets
Segment liabilities
Other liabilities 3
Total assets

Health
care
services

 Eliminations
etc. 1

Total

4,737.3

2,403.5

663.4

144.5

323.3

509.1

33.4

16,670.7

7,856.2

4,737.3

2,403.5

663.4

144.5

323.3

509.1

33.4

16,670.7

(6,007.4)
(1,296.3)

(3,819.0)
(613.3)

(1,833.0)
(417.5)

(411.5)
(211.4)

(121.5)
(179.0)
48.2

(268.8)
(142.7)
16.5

(476.5)

(489.6)
2,723.2

(12,461.4)
(3,830.8)
2,788.0

552.4

305.0

152.9

40.5

(107.8)

(76.3)

32.7

2,267.0

3,166.5

(22.5)

(107.7)

(130.2)

1,772.5

1,289.8

10,088.8

898.1

4,921.8

12,732.9

268.1

(11.8)

31,960.3
42,908.6
74,868.9

13,011.7

12,703.6

6,732.6

550.3

4,468.0

11,520.6

151.2

(11.8)

49,126.2
3,774.5
52,900.7

Online
retail
banking

Health
care
services

 Eliminations
etc. 1

Total

GENERAL INSURANCE
NOK million

Online
retail
banking

7,856.2

Impairment loss goodwill
Segment assets
Other assets 3
Total assets

Nordic

Pension
and
savings

Private Commercial
Norway
Norway

Nordic

Baltic

Pension
and
savings

7,911.4

4,909.7

2,068.4

592.4

75.2

392.9

503.9

17.5

16,471.4

7,911.4

4,909.7

2,068.4

592.4

75.2

392.9

503.9

17.5

16,471.4

(5,795.6)
(1,340.8)

(4,219.7)
(630.4)

(1,604.4)
(350.8)

(371.3)
(183.9)

(39.0)
(175.7)
6.3

(354.4)
(134.8)
11.2

(462.9)

7.2
(249.1)
(276.1)

(12,377.1)
(3,528.4)
(258.7)

775.0

59.7

113.2

37.1

(133.2)

(85.1)

41.0

(500.4)

307.2

1,578.7

1,622.0

11,136.8

1,138.7

2,527.9

7,477.6

278.4

(404.4)

25,355.7
40,195.7
65,551.4

11,773.8

13,311.5

7,372.6

693.1

2,137.7

6,719.3

182.4

(315.8)

41,874.5
4,090.9
45,965.5

Eliminations etc. consist of internal eliminations and other income and expenses not directly attributable to one single segment.
There is no significant income between the segments at this level in 2009 and 2008.
3
Other assets and liabilities are either not directly attributable to one single segment or can not be allocated on a reasonable basis to a single segment.
1
2

An impairment loss on goodwill is in 2009 recognised in two segments; Nordic and Baltic. For further information, see note 5.
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NOK million

Amortisation and impairment losses
As at 1 January 2008
Reclassifications
Amortisation recognised during the period
Disposals
Exchange differences
As at 31 December 2008
Carrying amount
As at 1 January 2008
As at 31 December 2008

Carrying amount
As at 1 January 2009
As at 31 December 2009
Amortisation method
Useful life (years)
1

Other
intangible
assets

299.3
263.7
61.0
5.4
76.5
(128.1)
34.4
612.2
43.7
655.9

1,144.0
(214.5)
4.6
4.5
40.9
(0.3)
3.9
983.2

(939.7)
69.7
(54.2)
(3.3)
(927.5)

(1,085.8)
(27.2)
(229.0)
35.3
(39.1)
(1,345.8)

Total

1,458.6
0.1

440.2

172.3
(26.1)

7.7

192.3
1,797.1

83.4
531.3

26.2
169.3

1,797.1

531.3

169.3

(33.7)

(47.3)

(45.3)

(43.6)

(19.1)

(33.7)

(15.6)
(106.5)

(7.5)
(71.9)

(19.8)
(96.9)
(112.1)
35.3
(12.7)
(206.1)

1,424.9
1,763.4

392.9
424.8

97.8
97.3

327.0
449.8

204.3
55.7

2,447.1
2,790.9

1,797.1

531.3
30.9

169.3
10.0

612.2
3.0
43.1

983.2
(43.9)

20.7
(0.8)
(29.5)
648.7
84.4
733.0

3.0
(31.8)
(3.4)
907.0

4,093.0
0.0
45.6
13.2
23.7
(32.6)
(274.1)
3,868.7
84.4
3,953.1

2.5
13.2

983.2

3,485.2
49.2
65.7
189.9
91.3
(128.4)
340.1
4,093.0
43.7
4,136.7

(150.6)
1,662.2

(67.2)
495.0

(23.5)
155.8

1,662.2

495.0

155.8

(33.7)
(22.5)

(106.5)
(16.0)
(53.6)

(71.9)
4.4
(12.6)

(206.1)
(2.9)
(118.9)
0.3

(927.5)
14.6
(21.0)
31.8

(107.7)
9.4
(154.7)

19.2
(156.9)

9.9
(70.3)

10.5
(317.1)

2.5
(899.6)

(1,345.8)
0.0
(228.6)
32.1
(107.7)
51.5
(1,598.5)

1,763.4
1,507.5

424.8
338.1

97.3
85.5

449.8
416.0

55.7
7.5

2,790.9
2,354.6

907.0

Governance

Amortisation and impairment losses
As at 1 January 2009
Reclassifications
Amortisation recognised during the period
Disposals
Impairment losses recognised in profit or loss during the period
Exchange differences
As at 31 December 2009

143.1

Internally
developed
software

perspective

Cost
As at 1 January 2009
Reclassifications
Additions
Additions through business combinations
Additions from internal development
Disposals
Exchange differences
As at 31 December 2009
Uncompleted projects
As at 31 December 2009, including uncompleted projects

Trademarks

Operations

Cost
As at 1 January 2008
Reclassifications
Additions
Additions through business combinations
Additions from internal development
Disposals
Exchange differences
As at 31 December 2008
Uncompleted projects
As at 31 December 2008, including uncompleted projects

Goodwill 1

Customer
portfolios

This is gjensidige

5 – INTANGIBLE ASSETS

N/A Straight-line Straight-line Straight-line Straight-line
N/A
10
1-10
5-8
5-10

Goodwill is amortised because previously disparaged deferred tax asset in Sweden now has been utilised. In accordance with IFRS 3 goodwill is therefore amortised by the same amount.

Other intangible assets are primarily acquired insurance portfolios, and
the amortization period is based on the expected useful life for utilizing
synergy effects and the future earnings from the portfolios. None of the
intangible assets have undetermined useful lives. In 2009 impairment
losses on intangible assets in Gjensidige Baltic have been recognised, and a
technical impairment of goodwill in Gjensidige Sverige has been conducted.

results

The Group’s intangible assets are either acquired or internally developed.
Goodwill, customer portfolios and trademarks are all acquired through
business combinations, and are a result of a purchase price allocation of
initial cost at the acquisition. Internally developed software is developed
for use in the insurance business. External and internal assistance used in
relation with implementation or substantial upgrade of software, including
adjustment of standard systems, are capitalised as intangible assets.
Amortisation is included in the accounting line Operating expenses for the
different segments.

Impairment testing of goodwill
The carrying amount of goodwill in the Group as at 31 December 2009
is NOK 1,507.5 million. This is primarily related to acquisitions of different
subsidiaries/portfolios in the period 2006 to 2009. See table.
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5 – intangible assets (Cont.)
NOK million
Subsidiaries/portfolios
Glitne Invest
Oslo Areal
Fair Forsikring
Gjensidige Baltic
Gjensidige Sverige
Gjensidige Bank
Total

2009

2008

165.4
266.9
673.5
69.8
330.4
1.5
1,507.5

164.6
266.9
790.6
188.2
353.2
1,763.4

Gjensidige Baltic and Gjensidige Sverige are considered to be separate
cash-generating units, while Fair Forsikring consists of three different
cash-generating units; Municipal insurance, Private insurance and Commercial insurance. Commercial insurance was not a part of Fair Forsikring
or KommuneForsikring at the time of acquisition, and thus has no goodwill
attached to it. In Oslo Areal every underlying property is defined as a
cash-generating unit, and goodwill related to Oslo Areal arises as a result
of provision for deferred tax on temporary differences (tax amortisation
benefit). In Glitne Invest every segment in the subsidiary Hjelp24 NIMI is a
cash- generating unit. Goodwill in Gjensidige Bank is established through
the purchase of Citibank’s Norwegian portfolio of consumer loans.
The annual assessment of impairment losses was carried out in the third
quarter of 2009. An indication assessment was also carried out in the
fourth quarter of 2009 in order to assess whether new circumstances calls
for new impairment testing of goodwill.
Because of the unstable macroeconomic situation and the general uncertainty associated with future developments in the Baltic, an impairment
loss of goodwill of NOK 107.7 million was recognised in the fourth quarter.
An impairment loss of goodwill is recognized in Gjensidige Sverige
amounting to NOK 22.5 million. The impairment loss is of a technical
nature due to utilization of losses carried forward in 2009 that were
considered uncertain at the acquisition date, and therefore not recognised
as a corresponding deferred tax asset.
There is no need for recognition of impairment losses of goodwill or other
intangible assets related to other business combinations/portfolios.
Recoverable amount for the cash flow generating unit is determined
based on an assessment of the utility value. The utility value is based on a
discounting of future cash flows, with a relevant discount rate that takes
into account maturity and risk.

Budgets/prognoses and the period for which the cash
flows are projected
The projection of cash flows from the Swedish, Danish and Baltic
subsidiaries is based on budgets for the next three years reviewed by the
management and approved by the boards. In the period after 2012 an annual growth of three per cent has been projected until 2018 for Gjensidige
Sweden and Fair Forsikring, and from eight to 12 per cent in Gjensidige
Baltic. The terminal value is calculated in 2018. The growth in Gjensidige
Sverige and Fair Forsikring is grounded in the fact that the companies are
small and with a solid parent company, which gives them good chances
of increasing market shares. In Gjensidige Baltic it is expected that the
market growth will increase once the financial crisis is over. Cash flows are
estimated to a normal level before a terminal value is calculated. Gjensidige
normally has a ten-year horizon on its models, as the company is in a
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growth phase and a shorter period will not give a correct view of expected
cash flows.

The management’s method
As far as possible, the management has sought to document the assumptions upon which the models are based through external information. External information is first and foremost used in the assessment of
discount rate and exchange rates. When it comes to future cash flows, the
management has also considered the degree of historical achievement of
budgets. If expected budgeted results are not achieved, the management
has conducted a deviation analysis. These deviation analyses are reviewed
by the Board of Directors of the respective subsidiaries, and also the
management in Gjensidige Forsikring.

Level of combined ratio (CR)
The expected CR level is considered to be somewhat higher in the growth
period than at the point in time when the terminal value is calculated. See
table.

Cash-generating units
Fair Forsikring Municipal
Fair Forsikring Private
Gjensidige Baltic
Gjensidige Sverige

CR level in
growth period

CR level when
calculating terminal value

94.8-95.3 %
98.1-102.2 %
95.0-96.0 %
95.0-101.2 %

94.8 %
95.0 %
95.0 %
95.0 %

Growth rate
The growth rate is considered to be 3.0 per cent. This is based on the
following assumptions
Long-term real GDP growth
Long-term expected inflation
Total nominal growth expectation

2-3 %
2-3 %
4-6 %

Based on an overall assessment the management has nevertheless chosen
to use a 3.0 per cent growth expectation, as this is considered to be more
in line with market expectations.

Discount rate
The discount rate is before tax, and is composed of a risk-free interest rate
and a risk premium. The risk-free rate is equivalent to average five-year
interest rate on government bonds in the respective countries where the
subsidiaries operate. If the five-year interest rate on government bonds
cannot be identified, an average of three-year and eight-year interest rates
has been used. This is the case for the Baltic. The risk-free rate for assessment of impairment in 2009 is 3.1 per cent in Denmark, 4.2 per cent
in Sweden and 15.3 per cent in the Baltic. In addition a risk premium of 5.5
percentage points in Denmark and Sweden and 6.0 percentage points in
the Baltic has been added.

Sensitivity analysis key assumptions
The excess values associated with the acquisition are based on different
key assumptions. If these assumptions change significantly from what
they are expected to be in the impairment models, a need for impairment
may arise. The models are especially sensitive to deviations from expected
CR. See table.

Discount rate
Growth reduced by 2 % comincreases by 1 % pared to expected next 3 years

SENSITIVITY TABLE
Fair Forsikring
Private
Commercial
Gjensidige Baltic
Gjensidige Sverige1
1

CR increases by 2 %
next 3 years

All 3 circumstances
occur simultaneously
Possible need for impairment,
app. NOK 165 mill.

No need for impairment

No need for impairment

Possible need for impairment,
app. NOK 60 mill.

No need for impairment

No need for impairment

No need for impairment

No need for impairment

No need for impairment

No need for impairment

No need for impairment

Possible need for impairment,
app. NOK 20 mill.

No need for impairment

No need for impairment

No need for impairment

No need for impairment

Including portfolio sold to Gjensidige Forsikring BA, Swedish branch.

NOK million

Oslo
Stavanger
Oslo
Sandnes
Sandnes
Stavanger
Tromsø
Fetsund

24.3 %
10.8 %
29.5 %
34 %
34 %
34 %
25 %
50 %

Cost
31.12.08

Carrying
amount
31.12.08

2,567.4

2,660.6

0.3

0.1

2,903.5
877.4
1.4
0.1
0.2

30.3
0.3
3,464.8

0.3
0.4
3,783.3

30.0
0.3
2,598.1

1.4
0.1
0.2
0.1
0.3
0.2
2,662.9

2,567.4
866.4
0.3

0.1

Subordinated loan of NOK 24,0 million is included in cost.

ADDITIONAL INFORMATION
For the whole company 2009
NOK million

ADDITIONAL INFORMATION
For the whole company 2008
NOK million

Equity

366,159.0
124,909.0
5.3
0.7
4.0
0.7
107.6
0.8
491,187.1

17,217.0
8,073.0
4.8
0.4
0.6
0.1
11.7
0.8
25,308.4

348,942.0
116,836.0
0.5
0.3
3.4
0.6
95.9

48,236.0
2,674.0
1.6
2.1
6.7
2.0
0.8

934.0
1,111.0
0.2
0.1

465,878.7

50,923.2

2,044.8

0.2
263.3

Assets

Equity

Liabilities

Revenues

Profit/(loss)

Profit/(loss)
recognised 2

356,478.3
1.6

Revenues

28,004.8
1.6

Profit/(loss)

252.1
11.0

(0.6)
0.1

372,636.4
5.3
0.3
0.5
0.2
104.0
0.9

16,158.1
0.5

(2,220.7)
0.2
0.1

182.6

7.0
0.5

97.0
0.4

0.7

(0.6)
0.1

(28.5)

372,747.6

16,166.1

356,577.3

28,007.1

(2,220.9)

34.0
188.2

0.1

Share of
stock value
4,330.2
1,035.7
I/A
I/A
I/A
I/A
I/A
I/A

Share of
stock value
1,833.4
I/A
I/A
I/A
I/A
I/A
I/A
I/A

Share of profit/(loss) is adjusted for Gjensidige’s net excess values and accounting policies.

The investment in SpareBank1 SR-Bank is classified as investments in an associate
and is accounted for using the equity method. Gjensidige Forsikring owns 17,13 per
cent of the primary certificate capital and 10,8 percent of the equity in the bank,
and has not, based solely on the interest held alone, significant influence. However,
since 2009 Gjensidige Forsikring has been represented on the board of SpareBank1
SR-Bank and will enter into the nomination committee in its first ordinary session.
This gives Gjensidige Forsikring significant influence and thus the opportunity to
participate in the financial and operational decitions of the bank.

results

Storebrand ASA
Bilskadeinstituttet AS
Forsikring og Finans Sandnes AS
Forsikringskontoret Johansen og Torkelsen AS
Fossmark Assuranse AS
Vervet AS
Botrygt Prinsegården AS
Lindorff AB (liquidated in 2008)
Total shares in associates

Liabilities

Profit/(loss)
recognised 2

Assets

Governance

Storebrand ASA
SpareBank1 SR-Bank
Bilskadeinstituttet AS
Forsikring og Finans Sandnes AS
Forsikringskontoret Johansen og Torkelsen AS
Fossmark Assuranse AS
Vervet AS
Botrygt Prinsegården AS
Total shares in associates

2

Interest held

Carrying
amount
31.12.09

Cost
31.12.09

perspective

Storebrand ASA
SpareBank 1 SR-Bank
Bilskadeinstituttet AS
Forsikring og Finans Sandnes AS
Forsikringskontoret Johansen og Torkelsen AS
Fossmark Assuranse AS
Vervet AS including subordinated loan 1
Botrygt Prinsegården AS
Total shares in associates

Registred
office

Operations

6 – SHARES IN ASSOCIATES

1

This is gjensidige

5 – intangible assets (Cont.)

Allocation of purchase price on the investment in SpareBank1 SRBank is preliminary as of 31 December 2009.
Gjensidige also owns bonds issued by SpareBank1 SR-Bank. The
carrying amount of these bonds is NOK 323.4 million.
Percentage of votes held is the same as percentage of interest held
for all investments.
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7 – OWNER-OCCUPIED PROPERTY, PLANT AND EQUIPMENT
NOK million
Cost
As at 1 January 2008
Reclassifications
Transferred to investment property
Acquisitions through business combinations
Additions
Disposals
Exchange differences
As at 31 December 2008
Uncompleted projects
As at 31 December 2008, including uncompleted projects
Depreciation and impairment losses
As at 1 January 2008
Reclassifications
Transferred to investment property
Depreciation for the year
Disposals
Exchange differences
As at 31 December 2008

1,265.0
(88.6)
2.5
30.2
(849.3)
25.3
385.1
385.1

913.7
(31.7)
13.5
200.2
(438.3)
10.1
667.6
66.4
734.0

2,178.7
(31.7)
(88.6)
16.0
230.4
(1,287.6)
35.3
1,052.8
66.4
1,119.2

(100.3)
304.0
(5.7)
(409.3)

1,017.5
330.7

366.9
324.7

1,384.3
655.4

385.1
1.8
(0.9)
(20.3)
365.8
365.8

667.6
124.7
(5.7)
(9.0)
777.6
19.3
797.0

1,052.8
126.5
(6.6)
(29.3)
1,143.4
19.3
1,162.7

Depreciation and impairment losses
As at 1 January 2009
Depreciation for the year
Disposals
Impairment losses recognised during the period
Exchange differences
As at 31 December 2009

(54.4)
(9.4)
0.3
(21.4)
1.4
(83.5)

(409.3)
(79.9)
2.3
0.2
5.9
(480.8)

(463.7)
(89.3)
2.6
(21.2)
7.3
(564.4)

Carrying amount
As at 1 January 2009
As at 31 December 2009

330.7
282.2

324.7
316.1

655.4
598.4

Depreciation method
Useful life (year)
1

Straight-line
10-50

(616.9)
9.8

Total

22.4
(15.7)
187.0
(0.2)
(54.4)

Cost
As at 1 January 2009
Additions
Disposals
Exchange differences
As at 31 December 2009
Uncompleted projects
As at 31 December 2009, including uncompleted projects

(247.8)

Plant and
equipment 1

(864.7)
9.8
22.4
(116.0)
490.9
(6.0)
(463.7)

Carrying amount
As at 1 January 2008
As at 31 December 2008

Straight-line
3-5

Plant and equipment consist mainly of machinery, vehicles, fixtures and furniture.

Each component of owner-occupied property, plant and equipment are
depreciated using the straight-line method over estimated useful life. Land is
not depreciated. Estimated useful life for the period and comparable periods
are between ten and 50 years for property, with technical installations
having the highest depreciation rate, and between three and five years for
plant and equipment.
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Owner-occupied
property

There are no restrictions on owner-occupied property, plant and equipment. Owneroccupied property, plant and equipment are not pledged as security for liabilities.
The market value of owner-occupied property exceeds the carrying amount
as shown below. For plant and equipment there is no material difference
between the carrying amount and the market value. Some equipment, such
as furniture, is fully depreciated but still in use.

NOK million

2009

2008

Market value of land and owner-occupied property
Carrying amount of land and owner-occupied property
Excess value beyond carrying amount

348.7
282.2
66.5

369.3
330.7
38.6
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NOK million
Income statement
Rental income from investment properties
Other income from investment properties
Direct operating expenses from investment properties that generated rental income during the period
Total
Net gains/(losses) from fair value adjustments
Total income from investment properties

381.7
2.1
(84.5)
299.3
(719.8)
(420.6)

5,618.9
2.6
85.2
(5.9)
(190.9)
5,509.9

6,041.7
114.7
356.8
(244.8)
(719.8)
70.3
5,618.9

important inputs are yield, market rent, contractual rent, potentially
vacant premises, the properties’ long-term normalised operating costs
and any investment requirements. Yield is determined based on a normal
required rate of return adjusted for the location of the property, type,
technical standard and the contracts. The normal required rate of return
is determined from the required rate of return that can be derived from
transactions in the market, and expectations of interest level and risk
adjustment. The market rent is determined from existing contracts on
the property and comparable properties, observations from contractual
negotiations, requests for offers and information from realtors on
recently signed contracts on comparable properties.
Based on market rent, contractual rent, potentially vacant premises and
the long-term normalised operating costs, an annual net rent is calculated
and discounted by the required rate of return in order to determine the
fair value of the property. In addition corrections are made when the
need for upgrades is considerable or there are planned reconstructions or
rehabilitations.

Yield

Average
market rent

Average
contractual rent

Average value
per sqm

Office and education
Shopping center
Combined portfolio

6.77 %
6.37 %
6.68 %

1,391.0
1,248.0
1,357.0

1,273.0
1,181.0
1,251.0

17,713.0
17,380.0
17,124.0

The adoption of the above parameters implies a significant level of judgement.
Emphasis is put on this judgement being consistent with that observed in the
market and that the judgement is applied consistently from period to period.

The table below shows how the sensitivity of the yield and the market rent
affects the value of the combined property portfolio (investment properties
and owner-occupied property) as it stands as at 31 December 2009.

Yield increases by 0.25 %
Yield 6.68 %
Yield decreases by 0.25 %

There are no restrictions with regard to the sale of the investment properties or how income and cash flows generated by the investment properties
can be used.
There are contractual commitments regarding development of investment
properties amounting to NOK 140.0 million, and also a commitment to
invest NOK 61.0 million in a residential development project. The latter

Market rent
reduced by 10 %

Market rent
as at 31.12.2009

Market rent
inncreased by 10 %

5,137.4
5,326.6
5,530.3

5,526.1
5,736.3
5,962.7

5,795.4
6,021.1
6,265.4

results

NOK million

Governance

For 2009 the following parameters have been used in the valuation of
investment property, which yield the following average value per square
meter.

The Group’s valuation model values each property separately. The most
NOK

perspective

In 2008 and 2009 the Group’s own valuation model has been used both
in the quarterly financial statements and at year end. In addition, two
independent external advisors were brought in to value selected parts of
the portfolio at year end, thus ensuring that more than 90 per cent of the
carrying amounts has been benchmarked against one or two externally
assessed values.

374.6

Operations

The investment properties are mainly located in Oslo and the surrounding
area, and Stavanger, Bergen and Trondheim. The Group owned no invest
ment properties outside of Norway in 2008 or 2009. The average rental
period is 5.8 years, and the portfolio of investment properties includes
offices, shopping centres and education buildings.

2008

(75.0)
299.6
(190.9)
108.7

Balance sheet
As at 1 January
Additions
Additions from subsequent expenditure
Additions through business combinations
Disposals
Net gains/(losses) from fair value adjustments
Transfer to/(from) owner-occupied property
As at 31 December

The Gjensidige Insurance Group carries investment properties at fair
value. Investment properties consist of commercial properties that are
rented to tenants outside the Group, or are acquired in accordance with
the company’s capital management strategy. Properties used by Group
companies are classified as owner-occupied property, see note 7. In
properties that are both rented to tenants outside the Group and that
are used by the Group’s own business, the parts held for rent that can be
sectioned are classified as investment property.

2009

This is gjensidige

8 – INVESTMENT PROPERTIES

commitment falls due in the periode 2010 to 2013, depending on the
progress of the project.
The Group has no investment properties for leasing or classified as available
for sale.
There are no loans with collateral in investment properties in 2008 or 2009.
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9 – FINANCIAL ASSETS AND LIABILITIES
Carrying amount
Fair value Carrying amount
Fair value
as at 31.12.2009 as at 31.12.2009 as at 31.12.2008 as at 31.12.2008

NOK million

Notes

Financial assets
Financial derivatives
Financial derivatives at fair value through profit or loss
Financial derivatives subject to hedge accounting

10
10

138.1
65.1

138.1
65.1

289.8

289.8

13

7,728.6
15,562.4

7,728.6
15,562.4

6,376.2
17,171.7

6,376.2
17,171.7

15,816.0

16,321.2

13,683.7

12,843.2

1,364.7
11,984.8
3,435.8
303.5
56.9
3,103.5

1,379.1
11,987.5
3,435.8
303.5
56.9
3,103.5

7,170.2
3,213.3
436.0
657.7
3,011.6

7,172.9
3,213.3
436.0
657.7
3,011.6

59,559.5

60,081.7

51,720.3

50,882.6

92.9
0.2

92.9
0.2

712.3
151.4

712.3
151.4

1,348.9

1,348.9

6,550.4

6,550.4

6,131.4

6,131.4

3,567.2
1,245.9
346.4
206.3

3,570.8
1,245.9
346.4
206.3

605.9
1,019.0
357.6
200.9

602.1
1,019.0
357.6
200.9

13,358.2

13,361.8

8,314.8

8,311.0

Financial assets at fair value through profit or loss, initial recognition
Shares and similar interests
Bonds and other fixed income securities
Financial assets held to maturity
Bonds held to maturity
Loans and receivables
Bonds and other fixed income securities classified as loans and receivables
Loans
Receivables related to direct operations and reinsurance
Other receivables
Prepaid expenses and earned, not received income
Cash and cash equivalents

11
11
11
11
11
12, 26

Total financial assets
Financial liabilities
Financial derivatives
Financial derivatives at fair value through profit or loss
Financial derivatives subject to hedge accounting

10
10

Financial liabilities at fair value through profit or loss, initial recognition
Interest-bearing liabilities at fair value through profit or loss
Financial liabilities at amortised cost
Deposits from and liabilities to customers, bank
Interest-bearing liabilities
Other liabilities
Liabilities related to direct insurance
Accrued expenses and deferred income

16
16
16

Total financial liabilities
Gain/(loss) not recognised in profit or loss
VALUATION HIERARCHY
The table shows a valuation hierarchy where financial assets/liabilities measured at fair
value through profit or loss are divided into three levels based on the method of valuation.
NOK million
Financial assets
Financial derivatives
Financial derivatives at fair value through profit or loss
Financial derivatives subject to hedge accounting
Financial assets at fair value through profit or loss, initial recognition
Shares and similar interests
Bonds and other fixed income securities
Financial liabilities
Financial derivatives
Financial derivatives at fair value through profit or loss
Financial derivatives subject to hedge accounting
Financial liabilities at fair value through profit or loss, initial recognition
Interest-bearing liabilities at fair value through profit or loss
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518.6

(833.9)

LEVEL 1

LEVEL 2
LEVEL 3
Valuation Valuation techtechniques based niques based on
Quoted prices in
on observable non-observable
active markeds
market data
market data

Total

0.5

137.6
65.1

138.1
65.1

2,148.6
9,241.0

4,379.1
6,312.4

73.7

19.2
0.2

92.9
0.2

1,348.9

1,348.9

1,200.9
9.0

7,728.6
15,562.4

Fair value
Financial assets and liabilities measured at fair value are carried at the
amount each asset/liability can be settled to in a transaction carried out at
arm’s length distance. All financial assets and liabilities are recognized initially at fair value. In the normal course of business, fair value of a financial
instrument on initial recognition is the transaction price.

Below the different valuation levels and which financial assets/liabilities
are included in the respective levels are accounted for.

•

Bonds, certificates or index bonds that are unlisted, or that are listed
but where transactions are not occurring regularly. The unlisted instruments in this category are valued based on observable yield curves and
estimated credit spreads where applicable.
Interest-bearing liabilities (banking activities) measured at fair value.
These liabilities are valued based on observable credit spreads.

Valuation based on non-observable market data
When neither quoted prices in active markets nor observable market data
is available, the fair value of financial assets/liabilities is estimated based
on valuation techniques which are based on non-observable market data.
A financial asset/liability is considered valued based on non-observable
market data if fair value is estimated without being based on quoted prices
in active markets or observable market data. Financial assets/liabilities
valued based on non-observable market data are classified as level three in
the valuation hierarchy.

Operations

Different valuation techniques and methods are used to estimate fair
value, depending on the type of financial instruments and to which
extent they are traded in active markets. Instruments are classified in their
entirety in one of three valuation levels in a hierarchy on the basis of the
lowest level input that is significant to the fair value measurement in its
entirety.

•

This is gjensidige

9 – FINANCIAL ASSETS AND LIABILITIES (Cont.)

Quoted prices in active markets

The following financial assets/liabilities are classified as level one in the
valuation hierarchy
•	Listed shares
• Norwegian government/government backed bonds and other fixed
income securities
• Exchange traded funds (ETF)

When quoted prices in active markets are not available, the fair value of
financial assets/ liabilities is preferable estimated on the basis of valuation
techniques based on observable market data.
A financial asset/liability is considered valued based on observable market
data if fair value is estimated with reference to prices that are not quoted,
but are observable either directly (as prices) or indirectly (derived from
prices).

Sensitivity financial assets level three
The sensitivity analysis for financial assets valued based on nonobservable market data show the gain/loss of realistic and plausible
market scenarios. A decrease in value of ten per cent is considered
a realistic and plausible market scenario for both shares and similar
interests and for bonds and other fixed income securities that are
included in level three in the valuation hierarchy.
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The following financial assets/liabilities are classified as level two in the
valuation hierarchy
• Currency futures, equity options, forward rate agreements and currency swaps, in which fair value is derived from the value of underlying
instruments. These derivatives are valued using common valuation
techniques for derivatives (option pricing models etc.).
• Equity funds, bond funds, hedge funds and combination funds, in
which fair value is estimated based on the fair value of the underlying
investments of the funds.

Governance

Valuation based on observable market data

The following financial assets are classified as level three in the valuation
hierarchy
•	Unlisted private equity investments. The private equity investments
that are not organized as funds are valued using cash flow analysis,
price multiples and recent market transactions. The private equity investments that are organized as funds are valued based on NAV values
(Net Asset Value) as reported by the fund administrators in accordance
with IPEV guidelines (International Private Equity and Venture capital
Valuation) set out by the Equity Venture Capital Association. The NAV
values are estimated by the fund administrators by using the valuation
techniques best suited to estimate fair value, given the actual circumstances of each underlying investment. Because of late reporting
from the funds, the NAV values from the previous quarterly reporting
are used in estimating fair value. These values are then adjusted for
known events since the last reporting date. The typical known event is
the increase/decrease in value on listed shares owned by a fund.
•	Real estate funds. The real estate funds are valued based on reported
NAV values as reported by the fund administrators. Because of late
reporting from the funds, the NAV values from the previous quarterly
reporting are used in estimating fair value. Since unrealized gains as
reported from some of the funds do not take into consideration transaction costs, only 80 per cent of unrealised gains are recognised, while
unrealized losses are recognized in their entirety.
• Gjensidige’s investment in Gjensidige Pensjonskasse. The investment is
valued equal to the paid-in equity.

perspective

Quoted prices in active markets are considered the best estimate of an asset/liability’s fair value. A financial asset/liability is considered valued based
on quoted prices in active markets if fair value is estimated based on
easily and regularly available prices and these prices represent actual and
regularly occurring transactions at arm’s length distance. Financial assets/
liabilities valued based on quoted prices in active markets are classified as
level one in the valuation hierarchy.
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9 – FINANCIAL ASSETS AND LIABILITIES (Cont.)
RECONCILIATION FINANCIAL ASSETS VALUED BASED ON NON-OBSERVABLE MARKET DATA (LEVEL 3)

NOK million
Shares and similar interests
Bonds and other fixed income
securities
Total

Net
realised/ Net gains
unrealised recognised
gains in other
recognised compreAs at in profit hensive
1.1.2009
or loss
income Purchases
1,360.1

(309.0)

3.6

5.4

1,363.8

(303.6)

Sales

295.0

Issues

(97.4)

295.0

Transfers
into or
Settleout of
ments
level 3
(47.9)

(97.4)

(47.9)

Amount of net
unrealised gains regocnised in profit or loss
As at that are attributable to
31.12. instruments held as at
2009
31.12.2009
1,200.9

(183.0)

9.0

5.4

1,209.9

(177.6)

SENSITIVITY FINANCIAL ASSETS VALUED BASED ON NON-OBSERVABLE MARKET DATA (LEVEL 3)
NOK million

Sensitivity

Shares and similar interests
Bonds and other fixed income securities
Total

Decrease in value 10 %
Decrease in value 10 %

120.1
0.9
121.0

10 – FINANCIAL DERIVATIVES AND HEDGE ACCOUNTING
Market value
31.12.2009
Principal
average
2009

NOK million

Principal
31.12.09

Interest-related contracts
Forward contracts
Interest rate futures
Interest rate swaps

22,614.8 16,105.1
1,885.4 1,204.4
5,363.5 4,225.4

41.8

(2.9)

4.8

(75.4)

9,770.6 10,370.4

150.3

(14.8)

Currency-related contracts
Forward contracts
Currency options
Equity-related contracts
Equity options
Equity contracts
Equity futures
Total financial derivatives

715.7

Of this market value
hedge 31.12.2009

Asset Liability

42.1

6.4

40,350.0 31,947.4

203.2

Principal
Liability 31.12.08

Asset

65.1

(93.1)

The principal volume of derivatives is a gross quantity, and is a measure
of the extent of derivatives within the different categories of contracts.
The principal average is the average gross principal volume throughout
the year.

65.1

Principal
average
2008

Of this market value
hedge 31.12.2008

Asset Liability

Asset Liability

17,667.2 47,254.3
1,585.4 1,194.5
4,797.2 6,412.1

43.4

(138.7)

51.7

(116.8)

(0.2) 9,997.3 14,760.1
25.0
66.3

131.0
3.3

(603.1)
(5.1)

(151.4)

(863.7)

(151.4)

285.1

Derivatives are used in accordance with «Regulations on General
Insurance Companies’ Asset Management» in order to improve the
efficiency of capital management and risk management.
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Market value
31.12.2008

793.4
36.2
308.0

60.4

(0.2) 34,357.2 70,825.0

289.8

not already own, or to purchase securities withouthaving sufficient
liquid funds to complete the transaction) are normally not permitted.
The manager in each asset class may never expose the company to a
greater amount than specified in the management mandate.
The Group’s overall foreign exchange risk is hedged almost entirely
using currency futures. Financial derivates that constitute a part of
hedgefunds are not included in the note.

The market value of assets and liabilities state the carrying amount of
derivatives as at 31 December.

Interest-related contracts consist mainly of

In each asset class the individual asset managers use appropriate derivatives, and most of the financial derivatives mentioned below are used
regularly. The use of derivatives is restricted by the agreement with the
individual manager, and requirements are made for approved product
lists and sufficient expertise and systems on the part of the manager.
Short positions (undertakings to sell securities that the company does

- Interest rate swaps, which are agreements to exchange interest
terms on nominal amounts with customers or banks.
- Forward rate agreements, which are agreements that set an interest
rate on a nominal amount for a future period.
- Interest rate futures (IRF), which are agreements that secure the
buyer a particular interest rate on an amount for a future period.
- Bond options, which are agreements giving the right/obligation to
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- Equity futures, which are agreements to buy or sell equities at a
certain price at a future date.

purchase or sell bonds at a particular price at or before a future date.
- Bond futures, which are agreements to purchase or sell bonds at a
particular price at a future date.
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10 – FINANCIAL DERIVATIVES AND HEDGE ACCOUNTING (Cont.)

Commodity-related contracts consist mainly of
Currency-related contracts consist mainly of

- Commodity options, which are agreements giving the right/
obligation to buy or sell commodity futures at a certain price at or
before a future date.
These transactions are carried out mainly with banks as counterparties.
The credit risk from these activities is considered to be marginal. Both
interest-related and currency-related transactions are conducted within
established position limits.

Hedge accounting

Equity-related contracts consist mainly of

Gjensidige Forsikring utilizes fair value hedging of the net exposure to
foreign currency.

- Equity options, which are agreements giving the right/obligation to
buy or sell equities at a certain price at or before a future date.
- Equity swaps, which are agreements to swap equities at a certain
price at a future date.

The hedging efficiency is measured per hedging object. The hedging
derivatives are rolled over continously so that the principal value is
approximately similar to that of the hedged object.

Inefficiency
recognised
in profit or loss

NOK million

Principal

Asset

Liability

Forward contracts
Hedged object

2,806.9
2,732.2

65.1

(0.2)

1st q.

2nd q.

3rd q.

4th q.

100.8 %
100.6 %

100.1 %
115.8 %

100.6 %
100.6 %

100.6 %
102.0 %

Hedging efficiency
Hedging efficiency - prospective
Hedging efficiency - retrospective

is within the limits of Gjensidige’s credit policy.
The effect of the hedge accounting is a loss on the hedging derivatives
of NOK 464.7 million, which is recognised in exchange difference on
the net investment.

Governance

Gjensidige Forsikring BA initiated hedge accounting of the currency exposure of the investment in the fully owned subsidiary Fair Forsikring A/S
on 10 April 2008. The net investment is hedged through swap contracts
that are renewed every quarter with an amount equivalent to the value
of the investment in Fair Forsikring in Gjensidige’s consolidated financial statements. The credit risk associated with the hedging derivatives

perspective

        Market value as at 31.12.09

Operations

- Currency futures, which are agreements to purchase or sell a particular amount of currency at a specified exchange rate at a future
date.
- Currency swaps, which are agreements with banks to swap certain
amounts of different currencies at a specified exchange rate and to
pay interest on these amounts for an agreed period.
- Currency options, which are agreements giving the right/obligation
to purchase or sell currency at a specified exchange rate at a future
date.

results
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11 – LOANS AND RECEIVABLES
NOK million
Mortgage loans
Other loans
Provision for impairment losses
Impairment to fair value
Subordinated loans
Loans for consumer goods
Bonds classified as loans and receivables
Total loans and other receivables

Mortgage loans consist mainly of loans from the Gjensidige Bank
Group, which primarily target the private segment.
Other loans are primarily interest-free loans to agricultural customers.
The loans are in their entirety intended for installment of fire detection
systems with these customers. There is no mortgage attached to the
loans, and the terms varies from two years to over 20 years. Gjensidige
Forsikring has not offered this type of loan to its customers in 2008 or
2009. The default rate is 0.76 per cent at year end, compared to 1.13
per cent in 2008.

NOK million
Assets in life insurance with investment options
Total assets in life insurance with investment options

Assets in life insurance with investment options consist of equity
funds, money market funds, bond funds, combination funds and bank
deposits. These assets belong to the customers and the customers
NOK million
Receivables from policy holders
Receivables from brokers
Receivables related to reinsurance
Total receivables related to direct operations and reinsurance

Gjensidige considers the credit and liquidity risk associated with policy hold
ers to be small, since the outstanding amount per policyholder is relatively
small. Provisions for potentially irrecoverable amounts have been made.

NOK million
Receivables in relation with property
Receivables in relation with asset management
Other receivables and assets
Total other receivables

2009

2008

8,904.7
461.9
(21.6)
(42.1)
9.6
2,672.2
1,364.7
13,349.5

6,716.3
531.2
(18.9)
(59.8)
1.3

7,170.2

Discounting has been conducted in order to take into account the fact
that the loans are non-interest-bearing. The discount rate used is 4.66
per cent.
On 15 December 2009 Gjensidige Bank acquired Citibank’s Norwegian
portfolio of loans for consumer goods, and as at 31 December the
portfolio of loans for consumer goods consist mainly of this portfolio.
The portfolio of loans for consumer goods is spread across Norway.
Bonds are securities classified as loans and receivables in accordance
with IAS 39.
2009

2008

2,823.4
2,823.4

1,421.7
1,421.7

bear all risk associated with the investments. A corresponding amount
is thus carried as a liability under Liabilities in life insurance with invest
ment options.
2009
3,373.8
62.0
3,435.8

2008
3,060.9
18.9
133.5
3,213.3

Receivables related to reinsurance arise when Gjensidige issues claims
towards reinsurers in accordance with reinsurance contracts. Provision for
potentially irrecoverable amounts has been made.

2009
26.8
154.8
121.9
303.5

2008
118.6
79.1
238.3
436.0

A considerable amount of receivables in relation with asset management as at 31 December 2009 is short-term receivables in relation with sale of securities.
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NOK million

2009

Earned, not received interest income
Other prepaid expenses and earned, not received income
Total prepaid expenses and earned, not received income

16.0
40.9
56.9

gjensidige annual RePORT 2009

2008
573.9
83.8
657.7

NOK million
Deposits with financial institutions
Cash and bank deposits
Total cash and cash equivalents

Cash and bank deposits are cash and bank deposits available for day to
day business. Deposits with financial instistutions consist of short-term
currency deposits and other short-term credit deposits.

2009
268.7
2,834.8
3,103.5

2008
283.8
2,727.9
3,011.6

This is er
dette
gjensidige
gjensidige

12 – CASH AND CASH EQUIVALENTS

Weighted average rate for interest earned on cash, bank deposits and
deposits with financial institutions is approximately 3.3 percent (2008:
app. 5.2 per cent).

13 – shares and similar interests
Interest held beyond 10 %

Gjensidige Forsikring BA
Norwegian financial shares
DnB NOR ASA
Indre Sogn Sparebank
Total Norwegian financial shares

31.12.2009

11.0
0.3
11.3
25.3
15.6
12.6
11.9
11.1
9.6
7.8
7.1
3.1
104.3

Other foreign shares
Investor AB-B
Other foreign shares
Total other foreign shares

perspective
perspektiv

Other Norwegian Shares
Orkla ASA
Norsk Hydro ASA
Statoil ASA
Royal Caribbean Cruises
Petroleum Geo-Services ASA
Renewable Energy Corporation ASA
Schibsted ASA
Yara International ASA
Stolt Nielsen
Total other Norwegian shares

Operations
virksomheten

NOK million

15.1
0.1
15.2
0.2
0.2
360.3
229.2
136.0
725.4

Private equity investments
HitecVision Private Equity IV LP
FSN Capital II LP
Altor Fund II LP
Northzone V KS
Norvestor IV LP
Energy Ventures II KS
HitecVision Private Equity V LP
Northzone IV KS
Partners Group European Buyout 2005 (A) LP
Norvestor V LP
Teknoinvest VIII KS (incl. Teknoinv. VII (GPS) KS)
Viking Venture II AS
Partners Group Direct Investments 2006 LP
Energy Ventures III LP
Verdane Capital VI KS
Convexa Capital VIII AS - class B

79.1
76.9
54.5
53.1
51.8
46.2
42.3
37.3
34.1
27.9
27.6
24.4
24.4
24.0
22.0
19.5

10.8 %

13.9 %

10.0 %
11.0 %
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ETF
ISHARES S&P 500 INDEX FUND
DB-x-Trackers MSCI EME TRN Index ETF USD
DB X-Trackers MSCI Europe TRN
Total ETF

Governance
styring

Equity funds
DnB NOR Globalspar II
Total equity funds
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13 – SHARES AND SIMILAR INTERESTS (Cont.)
NOK million
LGT Crown European Private Equity PLC
NeoMed Innovation IV LP
Energy Ventures IS
BaltCap PEF LP
Fjord Invest AS
Verdane Capital V B KS
Viking Venture AS
Convexa Capital VI AS - class B
Convexa Capital VIII AS - class A
Finansnæringens Hus AS
Teknoinvest VIII B DIS
Viking Venture III DIS
Helgeland Vekst AS
Kapnord Fond AS
Tun Media (Landbrukets Medieselskap AS)
Verdane Capital VII
BTV Investeringsfond AS
Convexa Capital IV - class B
Norchip AS
Rogaland Kunnskapsinvest AS
Nordic PEP 1 IS (Altor fund III)
Norinnova AS
Convexa Capital IV - class C
Berger Eiendom AS
CapMan BO IX
Såkorninvest Sør AS
Nortura Hå Eiendom AS
Norinnova Invest AS
Midvest I S - class A
Energy Ventures II B IS
Other private equity investments
Total private equity investments

17.5 %

11.0 %
15.7 %

14.7 %
14.5 %

31.12.2009
17.5
15.6
14.1
10.3
8.9
8.8
8.7
8.7
8.5
7.7
7.5
5.3
4.0
3.9
3.7
3.4
3.0
2.9
2.5
2.5
2.3
2.1
1.9
1.7
1.5
1.5
1.5
1.3
1.2
1.2
5.8
814.9

Hedgefunds
Sector Polaris
The Winton Evolution Fund
Sector Healthcare - A USD
Sector EuroPower Fund Class A EUR
Sector Speculare IV Fund Class A USD
Russell Alt. Strat. Fund II Total Designated Inves
HORIZON TACTICAL TRAD USD-B
Sector Speculare III Fund Class A USD
Sector Speculare II Fund Class A USD
Total hedgefunds

137.1
107.7
74.4
72.0
51.4
30.2
22.4
21.5
15.7
532.5

Real estate funds
CEREP II
CEREP
CEREP III
La Salle
Total real estate funds

103.4
65.2
37.0
6.4
212.0

Bond funds
Vanguard Investment USD
Putnam Global High Yield Bond Fund
Vanguard Investment - EUR
Storebrand Likviditet
Total bond funds
Combination funds
FORTIS L FUND-BD CONV WRLD-I
Total combination funds
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Interest held beyond 10 %
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1,558.8
1,114.5
517.1
116.6
3,307.0
447.9
447.9

NOK million

Interest held beyond 10 %

Other investments
Gjensidige Pensjonskasse
Total other investments

31.12.2009

94.7 %

111.0
111.0
6,281.6

OTHER GROUP COMPANIES
Shares and similar interests owned by Gjensidige Pensjonsforsikring AS
Shares and similar interests owned by Gjensidige Bank ASA
Shares and similar interests owned by Gjensidige Bank Boligkreditt AS
Shares and similar interests owned by Glitne Invest AS
Shares and similar interests owned by Oslo Areal AS
Shares and similar interests owned by KommuneForsikring NUF
Shares and similar interests owned by Tennant Försäkringsaktiebolag AB
Shares and similar interests owned by Fair Forsikring AS
Total shares and similar interests owned by other group companies

692.8
87.3
1.1
139.1
31.3
356.8
135.8
2.8
1,447.0

TOTAL SHARES AND SIMILAR INTERESTS OWNED BY THE GJENSIDIGE INSURANCE GROUP

7,728.6

Operations

TOTAL SHARES AND SIMILAR INTERESTS OWNED BY GJENSIDIGE FORSIKRING BA

This is gjensidige

13 – SHARES AND SIMILAR INTERESTS (Cont.)

14 – INSURANCE-RELATED LIABILITIES AND REINSURERS’ SHARE
2008

7,671.7

6,760.9

Claims reported and claims handling costs
Claims incurred, but not reported
Total claims provision, gross

13,609.7
12,247.5
25,857.2

13,246.0
12,315.5
25,561.5

Total insurance-related liabilities, gross

33,528.9

32,322.4

12.6

12.5
15.6

218.6

306.3

Short-term insurance contracts, gross
Provision for unearned premiums, gross

Short-term insurance contracts, reinsurers' share
Reinsurers' share of other provisions
Reinsurers' share of unearned premiums, gross
Claims reported and claims handling costs
Claims incurred, but not reported

8.1

56.5

Total reinsurers' share of claims provision, gross

226.7

362.7

Total reinsurers’ share of insurance-related liabilities, gross

239.3

390.8

7,659.1

(12.5)
6,745.3

Claims reported and claims handling costs
Claims incurred, but not reported
Total claims provision, net of reinsurance

13,391.1
12,239.4
25,630.5

12,939.7
12,259.0
25,198.8

Total insurance-related liabilities, net of reinsurance

33,289.6

31,931.6

Short-term insurance contracts, net of reinsurance
Other provisions
Provision for unearned premiums

Governance

2009

perspective

NOK million

results
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14 – INSURANCE-RELATED LIABILITIES AND REINSURERS’ SHARE (Cont.)
Movements in insurance-related liabilities and reinsurers’ share

Gross

2009
Reinsurers’
Net of
share reinsurance

Gross

2008
Reinsurers’
Net of
share reinsurance

(a) Claims and claims handling costs
Claims reported and claims handling costs
Claims incurred, but not reported
Total as at 1 January
Acquisitions through business combinations

13,246.0
12,315.5
25,561.5
31.3

(306.3)
(56.5)
(362.7)
(5.1)

12,939.7
12,259.0
25,198.8
26.2

11,915.5
11,231.6
23,147.1
47.2

(186.7)
(111.2)
(297.9)
(5.1)

11,728.8
11,120.4
22,849.2
42.1

Claims paid, prior year claims

(5,672.0)

181.5

(5,490.5)

(5,237.8)

287.6

(4,950.2)

Increase in liabilities
Arising from current year claims
- of this paid
Arising from prior year claims (run-off)
Other changes, including effects from discounting
Exchange differences

12,456.0
(5,602.3)
(292.8)
283.4
(907.8)

(28.6)
12.2
(17.3)
0.4
(7.1)

12,427.4
(5,590.1)
(310.2)
283.8
(914.9)

12,331.2
(5,848.1)
(408.9)
266.5
1,264.3

(36.5)
3.1
(8.4)
(292.4)
(13.2)

12,294.7
(5,845.0)
(417.3)
(25.9)
1,251.1

Total as at 31 December

25,857.2

(226.7)

25,630.5

25,561.5

(362.7)

25,198.8

Claims reported and claims handling costs
Claims incurred, but not reported
Total as at 31 December

13,609.7
12,247.5
25,857.2

(218.6)
(8.1)
(226.7)

13,391.1
12,239.4
25,630.5

13,246.0
12,315.5
25,561.5

(306.3)
(56.5)
(362.7)

12,939.7
12,259.0
25,198.8

(b) Provisions for unearned premiums, gross, short-term insurances
As at 1 January
Increase in the period
Release in the period
Exchange differences
Total as at 31 December

6,760.9
(4,938.2)
5,964.5
(115.5)
7,671.7

(15.6)
(4.1)
4.6
2.4
(12.6)

6,745.3
(4,942.2)
5,969.2
(113.2)
7,659.1

6,060.2
6,098.0
(5,411.4)
14.0
6,760.9

(4.7)
(80.0)
71.8
(2.7)
(15.6)

6,055.5
6,018.1
(5,339.6)
11.3
6,745.3

15 – Pension
DEFINED BENEFIT PLAN
Gjensidige Forsikring has an occupational pension insurance plan
pursuant to the Tax Act (TPES) with a standard retirement age of 67
years. Gjensidige is also required to have an occupational pension plan
pursuant to the Mandatory Occupational Pension Act. The company’s
plan meets the requirements of the Act. A retirement age of 65 years
apply to underwriters.
The retirement pension constitutes 70 per cent of the pension base,
based on the number of years of service and final salary. The plan also
includes pension for surviving spouses, children and disability pension
subject to specific rules. In addition, Gjensidige Forsikring has pension
liabilities for some employees with a lower retirement age, employees
with salaries above 12 times the social security base amount, and supplementary pensions.
Employees are entitled to apply for a contractual pension (AFP) from
the age of 62. AFP is classified as an unfunded plan.
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Future pension benefits are calculated on the basis of expected final
salary at the time of retirement. When measuring accrued pension
liabilities, estimated values at the reporting date are used. Pension
funds are measured at fair value. For the valuation of pension funds,
estimated values at the reporting date are used. Actuarial gains and
losses are recognised in other comprehensive income.
Net pension liability is the difference between the present value of the
pension liability and the fair value of the plan assets. In accordance
with IAS 19, employers’ national insurance contributions are taken into
account in periods of underfunding. Net pension liabilities for funded
and unfunded plans are presented in the balance sheet under the line
Pension liabilities.
The defined benefit plan was closed to new employees in 2006 and
the plan was transferred to Gjensidige Pensjonskasse.

The effect on the financial statements of the new AFP-plan will result
in a significant recognition of income. However, a legal amendment
must be passed before the effect of the transition to new AFP-plan can
be recognised. The legal amendment was passed 19 February 2010.

In the calculation for 2008 a combination of higher growth in salary
and changes in actuarial assumptions - including a reduction in
discount rate - yielded a negative effect on equity of about NOK 400
million. In 2009 a combination of a declining salary and turnover trend,
and a higher discount rate, yielded a positive effect on equity of about
NOK 400 million.

Pension liabilities are measured at the present value of future pension
benefits that for accounting purposes are considered accrued at the
reporting date.

Some of Gjensidige Forsikring’s subsidiaries have similar defined
benefit plans as Gjensidige Forsikring, and these are also managed by
Gjensidige Pensjonskasse.
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NOK million
Present value of the defined benefit obligation
As at 1 January
Adjustment of opening balance
Current service cost
Interest cost
Actuarial gains and losses
Benefits paid
Past service costs
Business combinations
Foreign currency exchange rate changes
As at 31 December

3,100.7
(9.9)
88.2
105.6
(412.7)
(138.9)
0.4
41.3
(9.1)
2,765.6

2,746.8
(5.5)
101.1
118.6
261.4
(133.1)

11.3
3,100.7

Amount recognised in the balance sheet
Present value of unfunded plans
Present value of funded plans
Present value of the defined benefit obligation
Fair value of plan assets
Net defined benefit obligation
Employers' national insurance contributions
Liability recognised in the balance sheet for defined benefit obligation

503.9
2,261.7
2,765.6
(2,080.7)
684.9
89.5
774.4

597.0
2,503.7
3,100.7
(1,858.1)
1,242.6
183.6
1,426.3

Fair value of plan assets
As at 1 January
Adjustment of opening balance
Expected return on plan assets
Actuarial gains and losses
Contributions by the employer
Benefits paid
Business combinations
As at 31 December

1,858.1
(12.5)
106.6
(23.7)
256.5
(135.9)
31.6
2,080.7

1,660.5
(0.3)
96.5
(81.4)
313.4
(130.7)

The expense is recognised in the following line items in the income statement
Total operating expenses
Actuarial gains and losses recognised in other comprehensive income
Cumulative amount as at 1 January
Recognised during the period
Cumulative amount as at 31 December

Expected rates of return on plan assets
Treasury bills
Equities
Corporate bonds
Money market funds
Properties
Other

101.1
118.6
(96.5)
(0.3)

0.4
1.4
12.9
101.9

0.6
17.4
140.9

101.9

140.9

(2,448.6)
442.7
(2,005.9)

(2,040.7)
(407.9)
(2,448.6)

11.7 %
11.1 %
70.9 %
5.7 %
0.6 %
100.0 %

15.4 %
3.8 %
47.9 %
13.5 %
12.8 %
6.6 %
100.0 %

2.0 %
9.0 %
5.0 %
2.5 %
6.0 %
10.0 %

4.3 %
8.0 %
7.0 %
4.3 %
5.6 %
6.0 %
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Plan assets comprise
Treasury bills
Equities
Corporate bonds
Money market funds
Properties
Other
Total plan assets

88.2
105.6
(106.6)

1,858.1

Governance

Expense recognised in profit or loss
Current service cost
Interest cost
Expected return on plan assets
Actuarial gains and losses
Past service cost
Business combinations
Administration cost
Employers' national insurance contributions
Total defined benefit pension cost

perspective

2008

Operations

2009

This is gjensidige
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15 – Pension (Cont.)
The overall rates of return are based on expected return within each
asset category and on current asset allocations. The expected return
is developed in co-operation with external advisers and takes into
account both current and future market expectations when these
are available, and historical returns. The actual return on plan assets
amounted to 12.52 per cent.

In calculating pension costs and net pension liabilities, the following
assumptions have been made. The discount rate is based on ten years
government bonds in Norway. Salary rates, pension adjustments,
and change in social security base amount are based on historical
observations and expected future inflation. The decreasing salary
trend applied for Gjensidige Forsikring for 2009 gives an average salary
increase of 3.8 per cent.

Actuarial assumptions
Discount rate
Expected return on plan assets
Future salary increases
Change in social security base amount
Future pension increases
Employers national insurance contributions
Staff turnover before/after 40 years
Probability of AFP early retirement

2009

2008

4.20 %
5.80 %
3.80 %
3.70 %
2.10 %
14.10 %
Decreasing
31.00 %

3.90 %
5.80 %
3.80 %
3.75 %
2.00 %
14.10 %
Ladder
40.00 %

+ 1 % salary
adjustment

- 1 % salary
adjustment

The discount rate is the assumption that has the largest impact on the value of the pension liability.
+ 1 % discount
rate

SENSITIVITY
2009
Change in pension benefits accrued during the year
Change in pension liability

(17.7 %)
(12.1 %)

17.0 %
13.1 %

14.4 %
5.1 %

(15.0 %)
(5.7 %)

2008
Change in pension benefits accrued during the year
Change in pension liability

(20.1 %)
(18.0 %)

26.9 %
24.0 %

17.5 %
14.7 %

(13.7 %)
(11.3 %)

2009

2008

2007

2006

2005

2,765.6
(2,080.7)
684.9

3,100.7
(1,858.1)
1,242.6

2,746.8
(1,660.5)
1,086.3

2,177.3
(1,357.0)
820.3

2,386.9
(1,873.7)
513.2

NOK million
Historical information
Present value of the defined benefit obligation
The fair value of the plan assets
Deficit in the plan

The Group expects to contribute NOK 205.8 million to the defined benefit
plan in 2010.

DEFINED CONTRIBUTION PLAN
The amount recognised as expense for contribution to the defined contribution plan is NOK 69.6 million.
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- 1 % discount
rate
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The Group’s contributions to the defined contribution plan is recognised
as an expense in the financial year in which the contribution is paid. In the
parent comapany the employees are given contributions in accordance with the limits for tax-free contributions, at the time being five per
cent of salary from 1 to 6 of the social security base amount and eight per
cent from 6 to 12 of social security base amount.

2009

2008

Restructuring costs 1
Other provisions
Total other provisions for liabilities

72.1
100.0
172.1

8.0
86.8
94.8

Deposits from and liabilities to customers without maturity date
Deposits from and liabilities to customers with maturity date
Deposits from and liabilities to customers, bank

6,417.3
133.1
6,550.4

6,050.4
80.9
6,131.4

Outstanding accounts Fire Mutuals
Accounts payable
Liabilities in relation with properties
Liabilities in relation with asset management
Liabilities to public authorities
Other liabilities
Total other liabilities

165.2
68.0
63.6
200.7
359.3
389.0
1,245.9

170.5
171.6
29.4

Cash credit
Certificates and other short-term loan instruments, bank
Long-term debt, bank
Total interest-bearing liabilities

36.2
513.1
4,366.7
4,916.1

605.9

288.8
57.6
346.4

283.9
73.7
357.6

2,823.4
2,823.4

1,421.7
1,421.7

20.9
185.4
206.3

20.6
180.3
200.9

8.0
72.1
(8.0)
72.1

120.4
(69.6)
(42.8)
8.0

Liabilities in life insurance with investment options
Total liabilities in life insurance with investment options
Liabilities to public authorities
Other accrued expenses and deferred income
Total accrued expenses and deferred income
Restructuring costs 1
Provision as at 1 January
Reversal of unused provisions
Provisions used during the year
Provision as at 31 December

In 2006 it was decided to restructure the company in order to achieve a reduction in operating costs of NOK 350.0 million with effect from 2008. During 2009 the remaining provision
of NOK 8.0 million has been used for severance agreements. This figure was NOK 42.8 millioner in 2008. In 2009 it has been decided to make a new provision of NOK 22.0 million in association with the ongoing efficiency improvement measures of staff functions and also a provision of NOK 42.4 million regarding the restrucuring of the office network. These processes
have been communicated to all business areas.

Governance

1

56.0
549.9

perspective

Liabilities related to direct insurance
Liabilities related to reinsurance
Total liabilities related to insurance

425.1
222.4
1,019.1

Operations

NOK million

This is gjensidige

16 – PROVISIONS AND OTHER LIABILITIES
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17 – Tax
NOK million
Specification of tax expense
Tax payable
Wealth taxes
Correction previous years
Change in deferred tax
Total tax expense

2009

Restated
2008

(796.6)
(36.0)
0.1
(29.3)
(861.8)

(476.0)
(36.0)
88.9
368.2
(55.0)

Deferred tax liabilities and deferred tax assets
Deferred tax liabilities and deferred tax assets are offset when there is a legally enforceable right to offset those assets/liabilities and when deferred tax liabilities/
deferred tax assets relate to the same fiscal authority. The amounts offset are as follows
Taxable temporary differences
Shares, bonds and other securities
Intangible assets
Properties
Security provisions etc.
Profit and loss account
Total taxable temporary differences

129.7
429.2
1,258.9
2,974.9
496.8
5,289.5

513.9
1,284.8
2,988.3
618.6
5,405.6

Deductible temporary differences
Shares, bonds and other securities
Loans and receivables
Plant and equipment
Provisions according to NGAAP
Claims provision
Other deductible temporary differences
Pension liabilities
Total deductible temporary differences

(148.0)
(124.8)
(69.1)
(23.4)
(1.7)
(708.5)
(1,075.6)

(106.6)
(87.0)
(199.6)
(18.0)
(78.1)
(17.0)
(1,355.5)
(1,861.9)

Net temporary differences
Loss carried forward
Disparagement of deferred tax assets
Net taxable temporary differences

4,213.9
(15.8)
137.0
4,335.2

3,543.7
(178.6)
257.5
3,622.6

Deferred tax liabilities/(deferred tax assets)

1,205.6

987.4

Reconciliation of tax expense
Profit before tax
Estimated tax of profit before tax expense (28 %)

3,166.5
(886.6)

307.2
(86.0)

8.0
22.5
(0.1)
(17.1)
73.7
(22.5)
(3.8)

4.5
(30.6)
27.1
(594.6)
52.7

Tax effect of
Tax rate different from 28 % and change in tax rate
Disparagement and reversal of loss carried forward in subsidiaries
Dividend received
Tax exempted income and expenses
Associates
Impairment loss on goodwill and recognition of negative goodwill
Non deductible expenses
One-time effect of Natural perils fund
One-time effect of transition to full tax liability 1
Wealth taxes
Correction previous years
Total tax expense
Effective rate of income tax
Loss and dividend tax deduction carried forward
2012
2013
2014
2015
2016
Later or no due date
Total loss and dividend tax deduction carried forward
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(36.0)
0.1

(14.9)
554.4
(20.3)
(36.0)
88.9

(861.8)
27.2 %

(55.0)
17.9 %

0.2
0.3
0.2
0.2
0.2
3.3
4.5

0.9
1.0
0.9
46.9
49.8

Restated
2008

987.4
29.3

1,424.1
(368.2)

124.0
71.8
(2.5)
(4.4)

(113.3)
(53.5)
91.7
6.7

1,205.6

987.4

(124.0)
(71.8)
(58.4)

113.3
53.5
112.1
12.3
291.3

Change in deferred tax
Deferred tax liabilities as at 1 January
Change in deferred tax recognised in profit or loss
Change in deferred tax recognised directly in the balance sheet
Pensions
Hedge accounting
Companies sold and purchased
Exchange differences
Deferred tax liabilities as at 31 December
Tax recognised in other comprehensive income
Pensions
Deferred tax on hedge accounting
Tax payable on hedge accounting
Tax payable on dividend expenses
Total tax recognised in other comprehensive income
1

(254.1)

Operations

2009

NOK million

This is gjensidige

17 – Tax (Cont.)

Gjensidige Forsikring has up to and including 2007 been tax exempted for its fire and pet insurances. In the Government’s fiscal budget for 2009 this tax exemption is cancelled for mutual
fire and livestock insurance companies as from the year 2008. This implies one-time effects in 2008 that are shown on separate lines in the explanation of tax expense. Included in one-time
effects is also effect of not calculated deferred tax on the Natural perils fund as from 2008.

perspective

18 – EXPENSES
Operating Expenses
NOK million

2008

399.2
1,772.0
6.9
336.2
15.0
109.4
416.4
775.6
3,830.8

292.8
1,675.1
5.1
321.1
15.1
84.7
380.7
753.8
3,528.4

Expenses related to investments
NOK million
Depreciation, amortisation and value adjustments (note 5 and 7)
Employee benefit expenses (note 19)
Software costs
Auditor’s fee
Consultants’ and lawyers’ fees
Other expenses
Total expenses related to investments

2009
47.7
14.9
0.8
1.8
2.1
88.5
155.9

2008
52.2
12.8

80.2
147.0

OTHER SPECIFICATIONS
NOK million

2009

2008

Auditor's fee (incl. VAT)
Statutory audit
Other non-assurance services
Tax consultant services
Total auditor's fee (incl. VAT)

11.2
4.3
1.4
16.8

9.1
6.4
1.5
16.9

1,366.9
243.7
69.6
101.9
1,782.1

1,301.9
193.5
51.6
140.9
1,687.9

Depreciation, amortisation and value adjustments (note 5 and 7), excl. depreciation properties
Employee benefit expenses
Fee for customer representatives
Software costs
Auditor’s fee
Consultants’ and lawyers’ fees
Commissions
Other expenses
Total operating expenses

1.8
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Employee benefit expenses
Wages and salaries
Social security cost
Pension cost - defined contribution plan (note 15 incl. employers’ national insurance contributions)
Pension cost - defined benefit plan (note 15 incl. employers’ national insurance contributions)
Total employee benefit expenses

Governance

2009
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19 – SALARIES AND REMUNERATIONS
Average number of employees

2009

2008

3,750

4,071

THE BOARD OF DIRECTORS’ STATEMENT CONCERNING
THE ADOPTION OF SALARIES AND OTHER REMUNERATION
OF THE CEO AND SENIOR GROUP MANAGEMENT
Gjensidige’s compensation policy

On retirement by 60 years the corresponding contractual terms are
subsequently de-escalating from 100 per cent upon retirement to 70
per cent until reaching the age of 67. Car schemes and other benefits are
maintained until reaching the age of 67.

The guidelines for determining the compensation of the CEO and Senior
Group Management shall at all times support the current strategy and value
base and contribute to the goal achievement of the Group. The compensation
shall be in accordance with the principles of the Group’s compensation policy.

The CEO has no severance pay agreement if he resigns before reaching
retirement age.

Remuneration of other members of the Senior Group Management
In accordance with the compensation policy, which applies to all employeesin the
Group, it is stated that Gjensidige shall not be a salary leader, but shall nevertheless
have a competitive level of compensation. Gjensidige expects that the employees
have a comprehensive view of what Gjensidige offers in the form of salary and
benefits. The company’s compensation systems shall be open, performancebased, fair and predictable. Compensation shall be linked to achievement of the
company’s defined strategic and financial goals. Total compensation is comprised
of fixed salary (main element), variable salary, pensions and payment in kind.

Decision process
The Board of Directors has established a remuneration committee with
three members; the leader of the Board of Directors and two board
members. The Remuneration Committee will prepare cases for the Board
of Directors, and is primarily responsible for
• Annual assessment and recommendation regarding remuneration of the CEO
• Preparing a proposed goal card for the CEO
• Guide the CEO with regards to the annual assessment of remuneration
of other members of the Senior Group Management
• The statement regarding remuneration of members of the Senior
Group Management
• Other personell related circumstances for Senior Group Management

Recommended guidelines for the coming
financial year
Remuneration of the CEO
The CEO’s salary and other financial benefits shall be approved by the
Board of Directors based on an overall assessment and in accordance with
Gjensidige’s compensation policy.
The fixed salary is assessed annually and is determined based on wage
developments in general and in the financial services industry in particular.
Variable salary (bonus) is determined by the Board of Directors based on set
targets and deliveries, and can not exceed 50 per cent of the fixed salary. The
CEO is not granted result based benefits exceeding the mentioned bonus.
In addition, the CEO may be granted benefits in kind, such as company car, free
mobile and payment of broadband. Assignment of benefits in kind shall be related to the CEO’s function in the Group or be according to commercial practice.
The retirement age for the CEO is 62 years. Retirement at the age of 60 is possible if requested by the Board of Directors or the CEO himself. The CEO has
pension rights in accordance with Gjensidige’s closed defined benefit pension
plan. In accordance with his individual employment contract, he is entitled to a
pension of 100 per cent of his annual salary upon retirement at the age of 62,
which reduces subsequently to 70 per cent of salary from the age of 67.
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The CEO determines the financial terms for other members of the Senior
Group Management in accordance with a framework discussed with the
Remuneration Committee. Gjensidige’s compensation policy is used as a basis.
The total remuneration is determined based on the need to offer competitive terms in the different business areas, and shall contribute to attracting
and holding on to leaders who promote the Group’s growth and profitability.
The fixed salaries are assessed annually and determines based on wage
developments in general, and in the financial services industry in particular.
Variable salary (bonus) to other members of the Senior Group Management
can be granted based on specific measurement of results in defined goal
areas and discretionary assessment based on goal criteria derived from the
company’s strategies and goals. An upper limit for bonus payments has been
set at 30 per cent of the annual salary. The CEO may make exceptions to this
policy in consultation with the Remuneration Committee if necessary to give
members of the Senior Group Management competitive terms.
Awarding payments in kind to other members of the Senior Group Management must be coherent with their functions in the Group and also be in
accordance with commercial practice.
Members of the Senior Group Management have a retirement age of 62
years. All current members of the Senior Group Management, apart from
one, are members of the closed defined benefit pension plan. Everyone
with a full contribution period is entitled to a pension of 70 per cent. The
company will maintain previous individual pension agreements for two
members of the Senior Group Management.
The deputy CEO has a bonus agreement similar to the CEO’s bonus agreement. The bonus can not exceed 50 per cent of the fixed annual salary.
There are no severance pay agreements for managers that resign from
their positions in Gjensidige.

Binding guidelines concerning allotment of equity
certificates etc. for the coming year
CEO and members of the Senior Group Management will be allowed to participate in subscription programmes for the purchase of equity certificates
by employees in the same manner as other employees in Gjensidige.

Executive remuneration policy previous financial year
The Board of Directors confirms that the remuneration policy concerning
Senior Group Management for 2009 has been carried out in accordance
with the previous year’s statement.

Key management personell
compensation

NOK thousand

Fixed salary/
fee

Rights earned
in the financial
Calculated value year according to
Variable of total benefits defined benefit
salary other than cash
pension plan 9

Loans, advance
payments,
guarantees.
outstanding
amount

Interest
rate 7

5,704.8
821.6

2.6-2.7 %
2.6 %

Applicable Retireconditions
ment
and installment condiplan
tions
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Remuneration of
231.4
200.9
190.0
207.9
204.9
156.8
234.0
191.2

1,839.6
562.5
962.6
813.1
964.4
820.9
610.6
1,388.4

634.4

151.3

54.0

272.8

380.0
384.8
250.0
210.8
195.0
319.3
65.0
61.3
177.5
222.8
185.0
185.0
185.0
185.0
23.0
14.5
18.0
9.3
13.5
11.0

1.5
8.7
4.3
2.3
1.5
13.3
4.5
1.5
1.7
2.3

2

20.07.2033
20.11.2012

3
3
3
3

479.5

2.6 %

04.06.2019

2
4
3

4,406.0

141.2

2.6-2.9 %

28.04.2019

3.2 %

19.02.2018

5.3 %

20.08.2014

3

0.6

Governance

The Board of Directors, deputies 6
Valborg Lippestad
Harald Milli
John Ove Ottestad
Trine Vekseth (01.01.09-31.03.09) 1
Sissel Johanne Monsvold (01.04.09-31.12.09) 1
Ingvild Sollie Andersen, employeee
Christian Kristensen (01.01.09-31.03.09) 1,
employeee
Knut Bertil Øygard (01.04.09-31.12.09) 1

1,220.8
10.5
314.6
434.7
538.2
322.9
224.8
294.8

perspective

The Board of Directors 6
Inge K. Hansen, Chairman
Randi B. Sætershagen, Deputy Chairman
Hans Erik Andersson
Karen Marie Hjelmeseter
Hans Ellef Wettre
Tor Øwre
Cato Litangen (01.01.09-31.03.09) 1
Marianne Lie (01.01.09-31.03.09) 1
Trond V. Andersen (01.04.09-31.12.09) 1
Per Engebreth Askilsrud (01.04.09-31.12.09) 1
Gunnar Mjåtvedt, employeee
Gunnhild H. Andersen, employeee
Kjetil Kristensen, employeee
Marianne Bø Engebretsen, employeee

4,004.2
2,014.4
2,019.3
2,241.2
2,782.8
2,100.5
1,895.2
1,866.1

Operations

The Senior Group Management
Helge Leiro Baastad, CEO
Bjørn Asp, Executive Vice President
Petter Bøhler, Executive Vice President
Trond Delbekk, Executive Vice President
Tor Magne Lønnum, Deputy CEO
Jørgen Inge Ringdal, Executive Vice President
Bjørn Walle, Executive Vice President
Erica Blakstad, Executive Vice President
Martin Danielsen (10.09.09-31.12.09) 1,
Executive Vice President

2.8
8.3

Control committee 6
Marit Tønsberg, Chairman
Snorre Inge Roald, Deputy Chairman
Tove Melgård

115.2
68.7
80.5

0.6
3.7
4.0

Supervisory board 5
Kirsten Indgjerd Værdal, Chairman
Trond Bakke, Deputy Chairman

119.5
39.5

5.4
0.6

In connection with the resignation for one member of the Senior Group Management, a severance payment of NOK 2.2 million has been paid.

1
2
3
4
5

6
7
8
9

The stated remuneration applies to the period the individual in question has held the position/office.
Age 62, 100 per cent salary reducing gradually to 70 percent at age 67 according to time of earning.
Age 62, 70 per cent salary until age 67 according to time of earning, then Gjensidige Forsikring’s ordinary pension terms will take effect.
Age 60, 70 per cent salary until age 67 according to time of earning, then Gjensidige Forsikring’s ordinary pension terms will take effect.
Annual fee of NOK three thousand, in addition to a per meeting fee of NOK three thousand. There have been two ordinary meetings with fees of NOK three thousand and NOK three
thousand five hundred, respectively in 2009.
The fee includes a fee for subsidiaries.
The interest rate is 2.6 nominell, unless other is stated.
For employees only remuneration for the current position is stated.
Everyone in the Senior Group Management has pension plans, benefit based or contribution based.
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In addition
43 representatives from the company/Fire Mutuals/organisations/employees. 5
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19 – SALARIES AND REMUNERATIONS 2008 (Cont.)
Key management personell
compensation

NOK thousand

Fixed and
variable
salary/ fee

Calculated value
of total benefits
other than cash

Rights earned in
the financial year
according to
defined benefit
pension plan 9

Loans, advance
payments,
guarantees.
outstanding
amount

Interest
rate 7

Applicable
conditions
and installment plan

Retirement
conditions

Remuneration of
The Senior Group Management
Helge Baastad, CEO
Tor Lønnum, Deputy CEO
Bjørn Asp, Executive Vice President
Erica Blakstad, Executive Vice President
Petter Bøhler, Executive Vice President
Trond Delbekk, Executive Vice President
Jørgen Ringdal, Executive Vice President
Bjørn Walle, Executive Vice President
Hege Toft Karlsen, Executive Vice President (01.01 - 01.06) 1
Odd Røste, Executive Vice President (01.01 - 01.06) 1
Geir Bergskaug, Executive Vice President (01.01 - 01.06) 1
Ove Ådland, Executive Vice President (01.01 - 01.06) 1
Nils Arne Fagerli, Executive Vice President (01.01 - 01.06) 1
The Board of Directors 6
Inge K. Hansen, Chairman (26.03 - 31.12) 1
Jørgen Tømmerås, Chairman (01.01 - 26.03) 1
Jorund Stellberg, Deputy Chairman (01.01 - 19.11) 1
Magne Revheim (01.01 - 26.03) 1
Randi B. Sætershagen
Hans Ellef Wettre
Tor Øwre
Cato Litangen
Marianne Lie
Hans-Erik F. Andersson (26.03 - 31.12) 1
Karen Marie Hjelmeseter (26.03 - 31.12) 1
Gunnhild Heggen Andersen, employee (26.03 - 31.12) 8
Kjetil Kristensen, employee (26.03 - 31.12) 8
Odd Kristian Hamborg, employee (01.01 - 26.03) 8
Petter Aasen, employee (01.01 - 26.03) 8
Marianne Bø Engebretsen, employee 8
Gunnar Mjåtvedt, employee 8
The Board of Directors, deputies 6
Tove Jebens (01.01 - 26.03) 1
Harald Milli
Odd Samuelsen (01.01 - 26.03) 1
Valborg Lippestad
Christian Kristensen, employee (26.03 - 31.12) 1
John Ove Ottestad (26.03 - 31.12) 1
Trine Vekseth (26.03 - 31.12) 1
Ingvild Solli Andersen, employee

4,892.1
3,294.3
2,379.0
1,790.2
2,149.9
2,431.9
2,435.2
1,817.6
665.9
700.3
914.2
824.7
657.6

251.9
210.0
172.1
191.0
184.2
194.7
193.2
220.3
61.4
72.1
82.3
66.8
67.2

266.0
129.5
320.6
51.3
304.1
196.0
310.3
225.0
211.8
153.8
18.7
138.8
141.5
51.3
46.3
185.0
186.5

1.5
17.7
25.4
0.2
20.7
11.0
24.9
15.9
12.6
3.8
0.5

2.8
11.0
2.8
28.5
8.3
8.3
34.3
11.0

1.3

1,888.8
1,010.1
559.9
1,430.7
997.1
756.6
839.3
1,723.8
179.2
136.8
338.2
292.0
212.5

3.5

1.3

Control committee 6
Marit Tønsberg, Chairman (19.04 - 31.12) 1
Kåre Lund, Chairman (01.01 - 19.04) 1
Snorre Inge Roald (Deputy Chairman)
Tove Melgård

94.5
137.0
3.5
88.0

0.4
2.2
1.4
3.5

Supervisory board
Kirsten Indgjerd Værdal, Chairman (19.04 - 31.12) 1
Randi Braathe, Chairman (01.01 - 19.04) 1
Trond Bakke, Deputy Chairman

104.0
76.0
34.3

4.3
0.1

In addition
41 representatives from the company/Fire Mutuals/organisations/employees. 5
1
2
3
4
5

6
7
8
9
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The stated remuneration applies to the period the individual in question has held the position or office.
Age 62, 100 per cent salary reducing gradually to 70 percent at age 67.
Age 62, 70 per cent salary until age 67, then Gjensidige Forsikring›s ordinary pension terms will take effect.
Age 60, 70 per cent salary until age 67, then Gjensidige Forsikring›s ordinary pension terms will take effect.
Annual fee of NOK three thousand, in addition to a per meeting fee of NOK three thousand.
There have been two ordinary meetings with fees of NOK three thousand, NOK three thousand, five hundred, respectively in 2008.
The fee includes a fee for subsidiaries.
The interest rate is 4.8 nominell, unless other is stated.
For employees only remuneration for the current position is stated.
Everyone in the Senior Group Management has defined benefit pension plans.
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2
3

5,743.2

5.6

20.7.2033

1,078.8

4.8

20.5.2013

3
3
3
3
2
4

2,420.0
1,401.2
2,976.0

4.8
4.8
4.8

20.4.2017
15.5.2018
25.8.2017

3,678.9

4.8

20.3.2029

3
3
3
3
3

2009

2008

Income from investments in associates
Impairment losses of investments in associates
Net other financial income/(expenses)
Discounting of claims provision classified as interest expense

263.3
(223.0)
(123.7)

188.2
935.9
(252.7)
(139.4)

Net income and gains/(losses) from property
Income from investment properties and owner-occupied property, excl. unrealised gain/(loss)
Net revaluation property
Net gain/(loss) on investment properties and owner-occupied property
Administration expenses related to property
Total net income and gains/(losses) from property

401.2
(212.4)
4.4
(85.1)
108.2

427.6
(719.8)
780.8
(108.1)
380.5

Net income and gains/(losses) from financial assets at fair value through profit or loss
Net interest income/(expenses) from financial assets at fair value through profit or loss
Dividend income
Net gain/(loss) from shares and similar interests
Net gain/(loss) from bonds and other fixed income securities
Net gain/(loss) from financial derivatives
Total net income and gains/(losses) from financial assets at fair value through profit or loss

633.6
5.7
364.5
(283.5)
1,249.2
1,969.5

1,069.9
42.6
(2,171.1)
(65.8)
600.2
(524.3)
68.9
(1,716.8)
(1,647.8)

849.7
(22.8)
(32.9)
794.0

546.4
(53.7)
82.6
575.3

Net income and gains/(losses) from loans and receivables
Net interest income/(expenses) from loans and receivables
Net gain/(loss) from loans
Net gain/(loss) from changes in exchange rates on loans and receivables
Total net income and gains/(losses) from loans and receivables

77.5
17.1
(100.3)
(5.7)

166.5
19.2
69.6
255.3

5.4
5.4

(29.5)
(29.5)

2,788.0

(258.7)

928.7
(1.5)

716.8
(4.0)

11.2

14.7

Net gain/(loss) from financial liabilities at amortised cost
Net gain/(loss) from changes in exchange rates on liabilities at amortised cost
Total net gain/(loss) from financial liabilities at amortised cost
Net income from investments
Interest income and expenses from financial assets and liabilities not recognised at fair value through profit or loss
Interest income from financial assets not recognised at fair value through profit or loss
Interest expense from financial liabilities not recognised at fair value through profit or loss
Specification of other financially related income and expenses not recognised in net income from investments
Commission arising from the investing of assets on behalf of individuals

Governance

Net income and gains/(losses) from assets held to maturity
Net interest income from bonds held to maturity
Net gain/(loss) from bonds held to maturity
Net gain/(loss) from changes in exchange rates on bonds held to maturity
Total net income and gains/(losses) from assets held to maturity

perspective

Net income and gains / (losses) from shares available for sale
Dividend income
Net gain/(loss) from shares available for sale
Total net income and gains/(losses) from shares available for sale

Operations

NOK million

This is gjensidige

20 – NET INCOME FROM INVESTMENTS
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21 – CONTINGENT LIABILITIES
NOK million

2009

2008

Guarantees and committed capital
Gross guarantees
Committed capital, not paid

0.6
946.0

0.6
1,091.0

As part of its ongoing financial management, the Company has undertaken to invest up to NOK 946.0 million in various private equity and real
estate investments, over and above amounts recognised in the balance
sheet. Investments in private equity and real estate funds totalled NOK
901.6 million at the end of the year.

There are contractual commitments regarding developing of investment
properties amounting to NOK 140.0 million, and a commitment to invest
NOK 61.0 in a residential development project. The latter commitment
will fall due during the period from 2010 to 2013, depending on the
project’s progress.

The timing of the outflow of capital is dependent on when the funds are
making capital calls from their investors. Remaining operating time for the
funds is between five and ten years.

Gjensidige Forsikring is responsible externally for any insurance claim
arising from the cooperating Fire Mutuals’ operations.

22 – RELATED PARTY TRANSACTIONS
OVERVIEW OF RELATED PARTIES

Gjensidige Forsikring is the Group’s ultimate parent. As at 31 December 2009 the following companies are regarded related parties.
Registered office
Subsidiaries
Gjensidige Pensjon og Sparing Holding AS
Gjensidige Bank Holding AS
Glitne Invest AS
Oslo Areal AS
Fair Forsikring A/S
Gjensidige Baltic
Tennant Holding AB
Gjensidige Norge AS
Lokal Forsikring AS
Strandtorget Eiendom AS
Strandtorget Drift AS
Samtrygd Eigedom AS

Oslo, Norway
Førde, Norway
Oslo, Norway
Oslo, Norway
Copenhagen, Denmark
Riga, Latvia
Stockholm, Sweden
Oslo, Norway
Oslo, Norway
Oslo, Norway
Oslo, Norway
Førde, Norway

100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %

Associates
Storebrand ASA
SpareBank1 SR-Bank
Bilskadeinstituttet AS
Forsikring og Finans Sandnes AS
Forsikringskontoret Johansen og Torkelsen AS
Fossmark Assuranse AS
Vervet AS

Oslo, Norway
Stavanger, Norway
Oslo, Norway
Sandnes, Norway
Sandnes, Norway
Stavanger, Norway
Tromsø, Norway

24.3 %
10.8 %
29.5 %
34.0 %
34.0 %
34.0 %
25.0 %

Other related parties
Fire Mutuals
Gjensidige Pensjonskasse

All over the country, Norway
Oslo, Norway

94.7 %

1

In addition Gjensidige owns obligations in SpareBank1 SR-Bank amounting to NOK 323.4 million..

Percentage of votes held is the same as percentage of interest held.
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22 – RELATED PARTY TRANSACTIONS (Cont.)
TRANSACTIONS WITH RELATED PARTIES
Profit OR loss

The table below shows transactions with related parties recognised in profit or loss.
NOK million

0.2
68.5
10.8
10.7

Change in gross provision for unearned premiums
Fair Forsikring A/S including subsidiaries
Gjensidige Baltic
Tennant Försäkringsaktiebolag AB (owned by Tennant Holding AB)

96.7
0.7
24.3
237.8
76.2

18.9
0.0

6.8
5.6

22.3
0.2
0.8
3.9

2.5

4.4
10.4
22.0
16.1
0.4
4.1

7.0

Governance

11.8
22.5
44.4
9.3
0.1
5.4
0.1
1.2

1.1
4.9
23.1

19.6

Other income
Gjensidige Bank ASA (owned by Gjensidige Bank Holding AS)
Total

2.2
6.1
13.6

perspective

Administration expenses
Gjensidige Pensjon og Sparing Holding AS
Gjensidige Investeringsrådgivning ASA (owned by Gjensidige Pensjon og Sparing Holding AS)
Gjensidige Pensjonsforsikring AS (owned by Gjensidige Pensjon og Sparing Holding AS)
Gjensidige Bank ASA (owned by Gjensidige Bank Holding AS)
Glitne Invest AS
Hjelp24 NIMI AS (owned by Glitne Invest AS)
Oslo Areal AS
Fair Forsikring A/S including subsidiaries
Tennant Holding AB
Tennant Forsikring NUF (branch of Tennant Försäkringsaktiebolag AB)
KommuneForsikring NUF (branch of KommuneForsikring AS, owned by Fair Forsikring A/S)

53.1
1.7

Paid claims, reinsurers' share
Fair Forsikring A/S including subsidiaries

Commissions
Gjensidige Investeringsrådgivning ASA (owned by Gjensidige Pensjon og Sparing Holding AS)
Gjensidige Pensjonsforsikring AS (owned by Gjensidige Pensjon og Sparing Holding AS)
Gjensidige Bank ASA (owned by Gjensidige Bank Holding AS)

Expense

0.1
58.0
12.0
8.3
0.1
0.3

Gross paid claims
Fair Forsikring A/S including subsidiaries
Gjensidige Baltic
Tennant Forsikring NUF (branch of Tennant Försäkringsaktiebolag AB)

Change in gross provision for claims
Fair Forsikring A/S including subsidiaries
Gjensidige Baltic
Tennant Försäkringsaktiebolag AB (owned by Tennant Holding AB)
Tennant Forsikring NUF (branch of Tennant Försäkringsaktiebolag AB)

    2008
Income

Operations

Gross premiums written
Gjensidige Pensjonsforsikring AS (owned by Gjensidige Pensjon og Sparing Holding AS)
Fair Forsikring A/S including subsidiaries
Gjensidige Baltic
Tennant Försäkringsaktiebolag AB (owned by Tennant Holding AB)

     2009
Income
Expense

5.6
314.2

127.2

459.5

55.1

results
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22 – RELATED PARTY TRANSACTIONS (Cont.)
Group contributions and dividends
The table below shows a summary of contributions and dividend received/given from/to subsidiaries.
     2009
Received

NOK million
Group contributions
Gjensidige Pensjonsforsikring AS (owned by Gjensidige Pensjon og Sparing Holding AS)
Gjensidige Investeringsrådgivning ASA (owned by Gjensidige Pensjon og Sparing Holding AS)
Gjensidige Bank ASA (owned by Gjensidige Bank Holding AS)
Glitne Invest AS
Gjensidige Norge AS
Oslo Areal AS
Strandtorget Eiendom AS
Tennant Försäkringsaktiebolag AB

Given

     2008
Received

75.2
44.9
74.0
18.1
0.1
73.2

Given
66.9
52.1
82.0

1,079.5
0.4
146.5
0.1

41.6

Dividends
Oslo Areal AS
Fair Forsikring A/S including subsidiaries
Gjensidige NOR Forsikring Eiendom AS (liquidation dividend)

176.3
0.2

Total group contributions and dividends

309.5

119.9

194.2

1,346.3

201.0

Purchase and sale of assets
On 1 October 2009 the Swedish branch of Gjensidige Forsikring acquired the private and commercial portfolios of Tennant Försäkringsaktiebolag AB. The purchase
price was SEK 197.5 million. There were no purchases or sales of assets within the Group in 2008.
Intercompany
The table below shows a summary of receivables/liabilities from/to subsidiaries, associates and related parties.
     2009
NOK million

Receivables

Within the Group
Fair Forsikring A/S including subsidiaries
Gjensidige Baltic
Gjensidige Sverige AB
Gjensidige Norge AS
Gjensidige Bank ASA (owned by Gjensidige Bank Holding AS)
Gjensidige Bank Holding AS (previous Gjensidige NOR Kredittforsikring AS)
Gjensidige Pensjonsforsikring AS (owned by Gjensidige Pensjon og Sparing Holding AS)
Gjensidige Investeringsrådgivning ASA (owned by Gjensidige Pensjon og Sparing Holding AS)
Glitne Invest AS
Hjelp 24 Glitne AS (owned by Glitne Invest AS)
Glitne Oppgjørssentral AS (owned by Glitne Invest AS)
Oslo Areal AS
Tennant Holding AB
Tennant Försäkringsaktiebolag AB (owned by Tennant Holding AB)
KommuneForsikring NUF (branch of KommuneForsikring AS, owned by Fair Forsikring A/S)
Tennant Assurance AB (owned by Tennant Försäkringsaktiebolag AB)
Tennant Forsikring NUF (branch of Tennant Försäkringsaktiebolag AB)
Strandtorget Eiendom AS
Total intercompany within the Group (due for payment in less than one year)

     2008

Liabilities

12.7
3.8
0.1
5.3
(0.2)
10.0
9.5
17.9
1.6
73.2
38.7
41.2
7.4

74.0
75.2
44.9

Liabilities

214.0
6.9
1.0
0.4
2.0
1.9
6.4
2.8
1,079.5
4.7
0.2
146.5

90.1
0.3
24.9

1,466.1

319.1

82.0
66.9
51.2

3.7

2.8

1.6

0.9
15.9

222.7

213.7

Co-operating companies and other related parties
Fire Mutuals

Receivables

1

Total intercompany
1

165.2
222.7

378.9

170.5
1,466.1

489.6

Co-operating companies are defined as companies with which Gjensidige Forsikring has entered into a long-term strategic alliance.

Guarantees
Gjensidige Forsikring is responsible externally for any insurance claim arising from the cooperating mutual fire insurers’ fire insurance business, see
note 21.

162

gjensidige annual RePORT 2009

On March 8, 2010, Gjensidige entered into an agreement to purchase
Nykredit Forsikring A/S (Nykredit Forsikring) for DKK 2.5 billion. The
acquisition will strengthen Gjensidige’s competitive ability in the Danish
marketplace, as well as contribute to additional cost synergies through
economies of scale. At the same time, Gjensidige and Nykredit entered
into a long-term strategic partnership enabling the Nykredit Group to
sell and distribute Gjensidige’s general insurance products in the Danish
market. Nykredit is one of the largest players in the Danish financial
marketplace, with operations within banking, insurance, pensions and real

estate. The group possesses a considerable distribution network, including
70 offices and two real estate agents with a total of 310 offices.
January 2010 has been abnormally cold, and this has entailed a greater
number of losses than normal. This makes it natural to consider price
measures.
Beyond that, no significant events have occurred after the balance sheet
date.

21,968.2
1,054.1
(2,467.7)
(1,650.0)
829.2
19,733.9
417.3
(3,966.6)
(1,507.5)

Restated
2008
19,585.9
1,054.1
(2,462.2)

65.7
1,470.7
176.4
1,712.8

Primary capital
Primary capital in other financial institutions
Net primary capital (A)

15,385.1
(108.6)
15,276.5

13,389.8

Assets with 0 % risk weight
Assets with 10 % risk weight
Assets with 20 % risk weight
Assets with 35 % risk weight
Assets with 50 % risk weight
Assets with 100 % risk weight
Assets with 150 % risk weight

6,038.6
931.6
27,843.0
8,285.4
1,498.3
27,614.0
100.3

40,632.9
5,041.2
34,237.8
16,428.2
6,866.1
47,986.6
100.7

1,507.5
847.1
203.2

1,763.4
441.4
1,027.6
222.4

74,868.9

154,748.1

Other non-weighted assets
Goodwill
Deferred tax assets
Intangible assets
Derivatives
Total assets 1

13,389.8
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11.4
1,702.2
125.2
1,838.8

Index bonds in associates, proportion
Subordinated loans in associates, proportion
45 % of investment properties, unrealised gains, proportion
Additional capital

(847.1)
(278.1)
(5.6)

Governance

13,546.3

394.2
18,572.2
366.4
(3,827.2)
(1,763.4)
(441.4)
(1,027.6)
(392.0)
(5.5)
195.5
11,677.0

perspective

Equity
Administration provision
Security provision
Dividend
Tax effects
Equity NGAAP
Hybrid capital in associates, proportion
Effect of administration prov., guarantee scheme prov. and Natural perils fund prov.
Goodwill
Deferred tax assets
Other intangible assets
Investment properties, unrealised gains, proportion
Reinsurance provision, minimum requirement
Actuarial gains and losses on pension, proportion
Primary capital

2009

Operations

24 – Capital ratio
NOK million

This is gjensidige

23 – Events after the balance sheet date
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24 – Capital ratio (cont.)
NOK million

2009

Assets with 0 % risk weight
Assets with 10 % risk weight
Assets with 20 % risk weight
Assets with 35 % risk weight
Assets with 50 % risk weight
Assets with 100 % risk weight
Assets with 150 % risk weight
Net basis of calculation for institutions reporting in accordance with Basel II and which are not distributed according to risk weight
Total risk weighted assets
Weighted reinvestment cost derivatives
Primary capital in other financial institutions
Loss provisions
Risk weighted calculation base (B)
Capital ratio (A/B)
FSAN minimum requirement
1

0.0
93.2
5,568.6
2,899.9
749.1
27,614.0
150.5
44,038.0
81,113.3

Restated
2008
0.0
504.1
6,847.6
5,749.9
3,433.1
47,986.6
151.1
64,672.2

33.2
(108.6)
(14.5)

43.0
(20.0)

81,023.4
18.9 %
8.0 %

64,695.2
20.7 %
8.0 %

Assets in associates are included in total assets 2008. In 2009 these assets are included in the item Net basis of calculation for institutions reporting in accordance with Basel II and which
are not distributed according to risk weight.

25 – SOLVENCY MARGIN
2009

Restated
2008

Net primary capital
Proportion of security provision
Proportion of Natural perils fund (up to 25 % of the Natural perils fund is included)
Solvency margin capital
Solvency margin minimum requirement
In excess of requirement

15,276.5
1,207.5
597.5
17,081.4
5,740.0
11,341.4

13,389.8
1,108.0
562.7
15,060.5
5,658.8
9,401.7

Solvency margin capital in per cent of requirement

297.6 %

266.1 %

NOK million

26 – RESTRICTED FUNDS
NOK million
Restricted bank deposits
Source-deductible tax accounts
Securities placed as security for insurance operations
Deposits placed as security for insurance operations
Total

2009

2008

74.7
14.8

73.0
17.6
1.1
91.7

89.5

27 – Restating of tax for 2008
During the work on the tax note for 2009, it was discovered that the basis for the
tax note in 2008 was incomplete, which resulted in significant differences between the tax note and tax papers submitted for 2008. In accordance with IAS 8,
this error in 2008 is corrected retrospectively by restating the comparative figures.

NOK million
Consolidated income statement
Tax expense
Profit/(loss) for the year
Earnings per equity certificate, NOK (basic and diluted)

164
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Restating of the tax for 2008 has resulted in the following corrections of
affected items in the financial statement and to the basic earnings and diluted
earnings per equity certificate.
Before
1.1.-31.12.
2008

Correction
1.1.-31.12.
2008

Restated
1.1.-31.12.
2008

179.1
486.3
1.22

(234.1)
(234.1)
(0.59)

(55.0)
252.3
0.63

Before
1.1.-31.12.
2008

NOK million
Consolidated statement of changes in comprehensive income
Profit/(loss) for the year
Total comprehensive income for the year

Correction
1.1.-31.12.
2008

Restated
1.1.-31.12.
2008

(234.1)
(234.1)

252.3
304.9

NOK million

Before
31.12.2008

Correction
31.12.2008

Restated
31.12.2008

Consolidated balance sheet
Other equity
Current tax
Deferred tax liabilities

19,820.0
479.3
681.9

(234.1)
(71.4)
305.5

19,585.9
407.9
987.4

Consolidated statement of changes in equity
Profit/(loss) for the year
Total comprehensive income for the year
Equity

486.3
538.9
19,820.0

(234.1)
(234.1)
(234.1)

252.3
304.9
19,585.9

December 15, 2009 Gjensidige Bank ASA got control of the Norwegian
consumer loans portfolio to Citibank which has given the bank a larger market
share in consumer lending segment.
The following summarizes the major elements of the transaction and recognition
of assets and liabilities acquired at acquisition date.
Transferred charge
Cash and more

2,689.7

Identifiable assets and liabilities acquired
2,710.2
0.8
1.5
2,712.5

Liabilities
Other liabilities

15.3

Goodwill
Goodwill relates primarily to employee competence and skills in the acquired
operations and the synergies that are expected to be achieved by merging
the two businesses into Gjensidige Bank’s existing operations.

2,710.2
3,064.9
354.7

Transaction costs that are not
part of the business combination
The Group has incurred acquisition costs of NOK 7.3 million related to external
legal fees and due diligence costs.

Acquired business,
part of financial statement for 2009
Gross interest and fee income from December 16-31 was NOK 17.5 million
from the acquired business.

Pro forma financial information as if the business
was acquired 1 january 2009
Gross interest and fee income from the consumer loan portfolio for 2009
would have constituted NOK 435.1 million.

results

Assets
Loan portfolio
Other assets
Goodwill
Total assets

Loan portfolio
Fair value
Gross loan portfolio
Contractual cash flows that are not expected to be collected

Governance

Valuation
The valuation of acquired loan portfolio has assumed contractual cash flows
reduced by the expected loss based on breach of contract, as well as internal
and external experience data. For other assets and liabilities nominal value
are mainly assumed as this is considered the best extent possible to reflect
fair value.

Identified intangible assets that are not recognized
It is identified software and customer relationships that represent intangible
assets. These are not recognized as the fair value of these is consider as
insignificant. In addition, it identified the competencies and skills to employees
of the acquired business, but this is not recognized separately from goodwill
in accordance with IFRS 3.

perspective

28 – Acquisition of Citibank International PLC,
Norway branch consumer loans portfolio

Operations

486.3
538.9

This is gjensidige

27 – Restating of tax for 2008 (cont.)

Thus would the gross interest and fee income for 2009 account for NOK
771.7 million for Gjensidige Bank Group including the acquired business.
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INCOME STATEMENT GJENSIDIGE FORSIKRING BA
NOK million
Premiums
Gross premiums written
Ceded reinsurance premiums
Premiums written, net of reinsurance
Change in gross provision for unearned premiums
Change in provision for unearned premiums, reinsurerers' share
Total earned premiums, net of reinsurance

Restated
Notes 1.1.-31.12.2009 1.1.-31.12.2008

4

13,153.9
(368.7)
12,785.1
(102.5)
1.8
12,684.5

13,130.6
(300.7)
12,829.9
48.5
(57.3)
12,821.1

729.6

1,211.1

(9,070.4)
130.7
(616.6)
(101.8)
(9,658.1)

(9,162.2)
258.3
(675.8)
(142.8)
(9,722.6)

3.0

(4.2)

(2,425.5)

(2,342.7)

7.2
(2,418.4)

7.7
(2,335.0)

1,340.6

1,970.4

Change in security provisions etc.
Change in security provision

(5.5)

(42.6)

Total change in security provisions etc.

(5.5)

(42.6)

1,335.1

1,927.8

Allocated return on investments transferred from the non-technical accounts
General insurance claims
Gross paid claims
Paid claims, reinsurers' share
Change in gross provision for claims
Change in provision for claims, reinsurers' share
Total claims incurred, net of reinsurance

4
4

Premium discounts and other profit agreements
Insurance-related operating expenses
Insurance-related administration expenses
incl. commissions for received reinsurance and sales expenses
Received commissions for ceded reinsurance and profit share
Total insurance-related operating expenses
Profit/(loss) of technical account before security provisions

Profit/(loss) of technical account general insurance
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4, 18

1,346.3
(29.9)
1,753.8
106.0
(2,895.2)
(322.9)
(379.5)
(421.4)
(1,211.1)

18

(729.6)
12.8
(12.1)

Profit/(loss) of non-technical account

2,094.7

(1,632.5)

Profit/(loss) before tax expense

3,429.8

295.2

(486.2)

34.7

2,943.6

329.9

434.6
0.4

(399.9)

Tax expense
Profit/(loss) before components of other comprehensive income
Components of other comprehensive income
Actuarial gains and losses on defined benefit plans - employee benefits
Exchange differences from foreign operations
Gains and losses on financial assets available for sale
Tax on other comprehensive income
Comprehensive profit/(loss)

17, 27

(121.7)

105.9
124.3

3,257.0

160.3

Perspective

27
5
20

309.5
(3.7)
1,260.5
70.3
808.2
564.3
(185.6)
2,823.5

Allocated return on investments transferred to the technical account
Other income
Other expenses

27
27

Operations

Net income from investments
Income from investments in subsidiaries and associates
Impairment losses of investments in subsidiaries and associates
Interest income and dividend etc. from financial assets
Net operating income from property
Changes in fair value on investments
Realised gain and loss on investments
Administration expenses related to investments, including interest expenses
Total net income from investments

Restated
Notes 1.1.-31.12.2009 1.1.-31.12.2008

This is gjensidige

NOK million

Governance

Results
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BALANCE SHEET GJENSIDIGE FORSIKRING BA
NOK million

Restated
31.12.2008
1.1.2008 1

Notes

31.12.2009

5

152.0
235.2
387.1

221.5
221.5

285.0
285.0

8
7

1,163.5
182.9

1,170.7
190.7

2,011.1
904.8

6, 27
6, 27

10,565.1
3,434.8

10,173.8
2,568.1

8,722.9
6.8
24.0

9
9, 11

14,856.5
1,693.0

13,127.6
384.6

8,830.7
447.0

9, 13
9
9, 10

6,281.6
8,448.7
166.9
0.6

5,794.9
8,350.0
222.4
0.7

9,388.2
10,363.2
278.5
0.6

46,793.6

41,983.5

40,977.8

ASSETS
Intangible assets
Goodwill
Other intangible assets
Total intangible assets
Investments
Buildings and other real estate
Investment properties
Owner-occupied property
Subsidiaries and associates
Shares in subsidiaries
Shares in associates
Receivables from associates
Financial assets measured at amortised cost
Bonds held to maturity
Loans
Financial assets measured at fair value
Shares and similar interests
Bonds and other fixed-income securities
Financial derivatives
Reinsurance deposits
Total investments
Reinsurers' share of insurance-related liabilities in general insurance, gross
Reinsurers' share of provision for unearned premiums, gross
Reinsurers' share of claims provision, gross
Total reinsurers' share of gross insurance-related liabilities in general insurance, gross

14
14

0.5
154.4
154.9

2.1
261.0
263.1

59.3
398.8
458.1

Receivables
Receivables related to direct operations
Receivables related to reinsurance
Receivables from subsidiaries and associates
Other receivables
Total receivables

9
9
22
11

2,924.3
51.9
222.7
188.8
3,387.7

2,587.3
133.5
1,466.1
311.8
4,498.7

2,629.7
139.8
126.2
223.2
3,118.8

7
9, 12, 26
17, 27

243.9
1,143.9
16.4
1,404.1

247.9
939.6

301.5
3,050.3

1,187.4

3,351.8

7.8
7.8

416.0
2.5
418.6

324.3
(4.8)
319.5

52,135.1

48,572.8

48,511.0

Other assets
Plant and equipment
Cash and cash equivalents
Deferred tax assets
Total other assets
Prepaid expenses and earned, not received income
Earned, not received interest income
Other prepaid expenses and earned, not received income
Total prepaid expenses and earned, not received income
TOTAL ASSETS
1
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31.12.2009

Restated
31.12.2008
1.1.2008 1

This is gjensidige

NOK million
EQUITY AND LIABILITIES
Paid in equity
Equity certificates
Premium reserve
Total paid  in equity

3,860.0

3,860.0

Retained equity
Funds etc.
Fund for unrealised gains
Administration provision
Natural perils fund provision
Guarantee scheme provision
Other retained earnings
Total retained earnings

200.3
1,054.1
2,418.2
494.3
13,362.5
17,529.3

225.7
759.0
2,250.8
376.1
10,880.9
14,492.4

464.2
742.9
1,575.4
395.0
11,154.7
14,332.2

Total equity

19,959.3

18,352.4

18,192.2

5,620.2
19,161.2
41.6
2,467.7
27,290.8

5,368.5
18,343.4
45.1
2,462.2
26,219.1

5,416.8
17,618.0
38.4
2,419.6
25,492.7

656.3
881.5
69.1
1,606.8

1,301.3
364.7
245.6
18.0
1,929.6

1,123.4
154.0
675.1
169.1
2,121.5

249.0
51.9
17.7
1,724.8
892.5
213.7
3,149.6

212.0
62.1
674.1
81.6
716.9
203.9
1,950.6

189.3
34.1
39.6
1,021.5
788.9
520.9
2,594.2

128.6
128.6

121.1
121.1

110.4
110.4

52,135.1

48,572.8

48,511.0

Insurance-related liabilities in general insurance, gross
Provision for unearned premiums, gross
Claims provision, gross
Provision for premium discounts and other profit agreements
Security provision
Total insurance-related liabilities in general insurance, gross
Provision for liabilities
Pension liabilities
Current tax
Deferred tax liabilities
Other provisions for liabilities
Total provision for liabilities
Liabilities
Liabilities related to direct insurance
Liabilities related to reinsurance
Financial derivatives
Accrued dividend
Other liabilities
Liabilities to subsidiaries and associates
Total liabilities
Accrued expenses and deferred income
Other accrued expenses and deferred income
Total accrued expenses and deferred income
TOTAL EQUITY AND LIABILITIES
1

4, 14
4, 14
4

15
27
17, 27
16

9
9
9, 10
16
22

16

Governance

3,860.0

Perspective

3,860.0

Operations

1,000.0
1,430.0
2,430.0

The reason behind the restatement is mentioned in note 27.

Results
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STATEMENT OF CHANGES IN EQUITY
Gjensidige forsikring ba
NOK million

Equity
certificate
capital

Class I capital
EqualiPremium
sation
reserve
fund

Other
equity

3,860.0

449.6

Equity as at 31.12.2007

Retained
earnings

Other
equity

Total
class II
capital

Total
equity

504.3

4,813.9

12,929.8

1,512.7

14,442.5

19,256.4

Changes in accounting policy and restated error
Accrued dividend
Resetting of the equity method

(255.4)
14.7

(25.4)

(255.4)
(10.7)

(766.1)
44.2

(76.3)

(766.1)
(32.1)

(1,021.5)
(42.8)

Equity as at 1.1.2008

209.0

478.9

4,547.8

12,207.9

1,436.4

13,644.3

18,192.2

(85.6)

168.1

82.5

(256.8)

504.3

247.5

329.9

(100.0)
26.5
31.1
(42.4)

(100.0)
26.5
31.1
(42.4)

(299.9)
79.4
93.2
(127.2)

(299.9)
79.4
93.2
(127.2)

(399.9)
105.9
124.3
(169.7)

(85.6)

125.7

40.1

(256.8)

377.1

120.2

160.3

123.3

604.6

4,587.9

11,951.1

1,813.5

13,764.5

18,352.4

590.7

145.2

735.9

1,772.2

435.5

2,207.7

2,943.6

0.1
108.7
(30.4)
78.3

0.1
108.7
(30.4)
78.3

0.3
326.0
(91.3)
235.0

0.3
326.0
(91.3)
235.0

0.4
434.6
(121.7)
313.3

223.5

814.2

1,772.2

670.5

2,442.7

3,257.0

(412.5)

(1,237.5)

(1,237.5)

(1,650.0)

828.0

4,989.6
25 %

12,485.7

2,483.9

14,969.7
75 %

19,959.3

604.6
263.5
123.6
991.6

604.6
263.5
123.6
991.6

1,813.7
790.6
370.7
2,974.9

1,813.7
790.6
370.7
2,974.9

2,418.2
1,054.1
494.2
3,966.5

50.1

50.1

150.2

150.2

200.3

50.1

50.1

150.2

150.2

200.3

41.9
73.8
29.5

41.9
73.8
29.5

125.6
221.3
88.6

125.6
221.3
88.6

167.4
295.1
118.1

(6.4)

(6.4)

(19.1)

(19.1)

(25.4)

3,860.0

Profit/(loss) before components of other comprehensive
income restated
Components of other comprehensive income
Actuarial gains and losses on pension
Gains and losses on financial assets available for sale
Tax on other comprehensive income restated
Total components of other comprehensive income restated
Total comprehensive income restated
Equity as at 31.12.2008

3,860.0

Profit/(loss) before components of other comprehensive income
Components of other comprehensive income
Exchange differences
Actuarial gains and losses on pension
Tax on other comprehensive income
Total components of other comprehensive income
Total comprehensive income

590.7

Capital reduction
Accrued dividend

(2,860.0)

Equity as at 31.12.2009
Ownership fraction

1,000.0

Of which restricted funds
Natural perils fund
Administration provision
Guarantee scheme provision
Total restricted funds
Other funds
Fund for unrealised gains property –
net after tax
Total other funds
Change in restricted funds and other funds
Change in Natural perils fund
Change in guarantee scheme provision 1
Change in administration provision 1
Change in fund for unrealised gains
property – net after tax

1
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Class II capital
Total Compenclass I
sation
capital
fund

Includes deferred tax recognised as income.
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1,430.0
1,430.0

1,430.0
(412.5)
1,731.5

NOK million
Cash flow from operating activities
Premiums paid, net of reinsurance
Claims paid, net of reinsurance
Operating expenses paid, including commissions
Net receipts/payments on lending and borrowing

1.1.-31.12.2009 1.1.-31.12.2008

12,787.5
(9,380.5)
(1,960.1)
81.6

Net receipts/payments from investments
Shares and other equity participations
Bonds and other fixed-income securities
Financial derivatives and other financial instruments
Investment properties

(547.2)
(1,307.3)
(618.9)
32.1

2,191.1
(4,715.8)
(1,119.9)
98.7

Net group contribution and liquidation dividend
Interest and other financial income
Net receipts/payments - property activities
Payments of tax

890.5
1,853.7
16.7
(298.1)

244.1
818.2
25.1
(7.5)

Net cash flow from operating activities

1,724.1

(937.5)

(866.4)
(135.0)
1,445.9
(144.9)
1,300.9

Cash flow from financing activities
Dividend paid
Net receipts/payments - equity transactions in subsidiaries
Net cash flow from financing activities

(6.8)
(500.3)
(507.1)

(939.9)
(1,534.3)
(2,474.2)

Net cash flow for the period

120.0

(2,110.7)

939.6
84.3
1,023.9
1,143.9

3,050.3

120.0

(2,110.7)

Cash and cash equivalents at the beginning of the period
Merged, acquired and disposed companies
Adjusted holdings at the beginning of the period
Cash and cash equivalents at the end of the period
Net movement in cash and cash equivalents

3,050.3
939.6

Governance

(95.6)
(1,097.0)

Perspective

Cash flow from investing activities
Payments on purchase of subsidiaries and associates
Payments on purcahse of portfolio
Net receipts/payments on owner-occupied property
Net receipts/payments on sale/purchase of plant and equipment
Net cash flow from investing activities

Operations

12,539.0
(8,986.2)
(1,907.2)
56.9

This is gjensidige

CASH FLOW STATEMENT GJENSIDIGE FORSIKRING BA
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ACCOUNTING POLICIES
REPORTING ENTITY

SUBSIDIARIES AND ASSOCIATES

Gjensidige Forsikring BA is a mutually owned company domiciled in
Norway. The company’s head office is located at Drammensveien 288,
Oslo, Norway. The activities of the company consist of general insurance. The company does business in Norway, and Sweden as from 1
October 2009.

Subsidiaries and associates are accounted for at cost.

The accounting policies applied in the financial statements are described below.

BASIS OF PREPARATION
Statement of compliance
The financial statements have been prepared in accordance with the
Norwegian Accounting Act and the Norwegian Financial Reporting
Regulations for Insurance Companies (FOR 1998-12-16 nr 1241). The
Norwegian Financial Reporting Regulations for Insurance Companies is
to a great extent based on IFRSs endorsed by EU, and interpretations.

Basis of measurement
The financial statements have been prepared based on the historical
cost principle with the following exceptions
• derivatives are measured at fair value
• financial instruments at fair value through profit or loss are measured at fair value
• financial assets available for sale are measured at fair value
• investment properties are measured at fair value

Functional and presentation currency
The financial statements are presented in NOK, which is Gjensidige
Forsikring’s functional currency. All financial information is presented
in NOK, unless otherwise stated.
Due to rounding differences, figures and percentages may not add up
to the total.

SEGMENT REPORTING
According to IFRS 8, the operating segments are determined based on the
Group’s internal organisational management structure and the internal
financial reporting structure to the chief operating decision maker. In Gjensidige Insurance Group the Senior Group Management is responsible for
evaluating and following up the performance of the segments and is considered the chief operating decision maker within the meaning of IFRS 8.
Gjensidige reports on two operating segments, which are independently
managed by managers responsible for the respective segments depending
on the products and services offered, distribution and settlement channels, brands and customer profiles. Identification of the segments is based
on the existence of segment managers who report directly to the Senior
Group Management/CEO and who are responsible for the performance
of the segment under their charge. Based on this Gjensidige reports the
following operating segments
•	General insurance Private Norway
•	General insurance Commercial Norway
The recognition and measurement principles for Gjensidige’s segment report
ing are based on the IFRS principles adopted in the financial statements.
Inter-segment pricing is determined on arm’s length distance.
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CASH FLOW STATEMENT
Cash flows from operating activities are presented according to the
direct method, which gives information about material classes and
payments.

IRECOGNITION OF REVENUE AND EXPENSES
Premiums
Insurance premiums are recognised over the term of the policy. Gross
premiums written include all amounts the company has received or is
owed for insurance contracts where the insurance period starts before
the end of the accounting period. At the end of the period provisions
are recorded, and premiums written that relate to subsequent periods
are adjusted for in Change in gross provision for unearned premiums in
the income statement.
Ceded reinsurance premiums reduce gross premiums written, and are
adjusted for according to the insurance period. Premiums for inward
reinsurance are classified as gross premiums written, and are earned
according to the insurance period.

Allocated return on investments
The allocated return on investments is calculated based on the average
of the technical provisions throughout the year. The average yield on
government bonds with three years remaining until maturity is used
for the calculation. The Financial Supervisory Authority of Norway has
calculated the average technical yield for 2009 and 2008 to be 4.7
and 4.6 per cent, respectively. The allocated return on investments is
transferred from the non-technical account to the technical account.

Claims incurred in general insurance
Claims incurred consist of gross paid claims less reinsurers’ share, in
addition to a change in gross provision for claims, also less reinsurers’
share. Direct and indirect claims processing costs are included in claims
incurred. The claims incurred contain run-off gains/losses based on
previous years’ claims provisions.

Insurance-related operating expenses
Insurance-related operating expenses consist of insurance-related
administration expenses including commissions for received reinsurance
and sales expenses, less received commissions for ceded reinsurance
and profit share.

Net income from investments
Financial income consist of interest income on financial investments,
dividend received, realised gains related to financial assets, change in
fair value of financial assets at fair value through profit or loss, and
gains on financial derivatives. Interest income is recognised in profit or
loss using the effective interest method.
Financial expenses consist of interest expenses on loans, realised losses
related to financial assets, change in fair value of financial assets at fair
value through profit or loss, recognised impairment on financial assets
and recognised loss on financial derivatives. All expenses related to loans
are recognised in profit or loss using the effective interest method.

Gjensidige may engage in refurbishment, major upgrades or new
property projects. The costs for these are recognised using the same
principles as for an acquired asset.

At the reporting date monetary items are retranslated to the functional currency at exchange rates at that date. Non-monetary items
denominated in foreign currencies that are measured at historical cost,
are retranslated using the exchange rates at the date of the transaction. Non-monetary items denominated in foreign currencies that are
measured at fair value, are retranslated to the functional currency at
the exchange rates at the date when the fair value was determined.

Depreciation
Each component of owner-occupied property, plant and equipment
are depreciated using the straight-line method over estimated useful
life. Land is not depreciated. The estimated useful lives for the current
and comparative periods are as follows
• owner-occupied property
10-50 years
• plant and equipment
3-10 years

Exchange differences arising on retranslations are recognised in profit
or loss.

Depreciation method, expected useful life and residual values are
reassessed annually. An impairment loss is recognised if the carrying
amount of an asset is less than the recoverable amount.

Foreign branch

Exchange gains and losses arising from a monetary item receivable
from or payable to a foreign branch, the settlement of which is neither
planned nor likely in the foreseeable future, are considered to form a
part of the net investment in the foreign branch and are recognised in
other comprehensive income.
Goodwill arising on the acquisition of a foreign portfolio and fair value
adjustments of the carrying amount of assets and liabilities arising on
the acquisition of the foreign branch are treated as assets and liabilities of the foreign branch.

Recognition and measurement
Items of owner-occupied property, plant and equipment are measured
at cost less accumulated depreciation and accumulated impairment
losses. Cost includes expenditures that are directly attributable to
the acquisition of the item. In cases where equipment or significant
items have different useful lives, they are accounted for as separate
components.

Subsequent costs
Subsequent costs are recognised in the asset’s carrying amount
when it is probable that the future economic benefits associated
with the asset will flow to the Group, and the cost of the asset can
be measured reliably. If the subsequent cost is a replacement cost for
part of an item of owner-occupied property, plant and equipment, the
cost is capitalized and the carrying amount of what has been replaced
is derecognised. Repairs and maintenances are recognised in profit or
loss in the period in which they are incurred.

Investment properties are measured initially at cost, i.e. the purchase
price including directly attributable expenses associated with the
purchase. Investment properties are not depreciated.
Subsequent to initial recognition investment properties are measured at
fair value, and any changes in fair value are recognised in profit or loss.
Fair value is based on market prices, after consideration of any differences in type, location or condition of the individual property. Where
market prices are not available, the properties are individually assessed
by discounting the expected future net cash flow by the required rate
of return for each investment. The net cash flow takes into ¬account
existing rental contracts and expectations of future rental income
based on the current market situation. The required rate of return is
determined based on the expected future risk-free interest rate and an
individually assessed risk premium, dependent on the rental situation
and the location and standard of the building. An observation of yields
reported from market transactions is also performed. The valuation is
carried out both by external and internal expertise having substantial
experience in valuing similar types of properties in geographical areas
where the Group’s investment properties are located.
In cases of change of use and reclassification to owner-occupied
property, fair value at the date of the reclassification is used as cost
for subsequent reporting.

INTANGIBLE ASSETS
Goodwill
Goodwill acquired in acquisition of portfolios represents cost price of
the acquisition in excess of the company’s share of the net fair value
of identifiable assets, liabilities and contingent liabilities in the acquired
portfolio at the time of acquisition. Goodwill is recognised initially at
cost and subsequently measured at cost less accumulated impairment
losses.

Results

Owner-occupied property is defined as property that is used by Gjensidige for conducting its business. If the properties are used both for
the company’s own use and as investment properties, classification of
the properties is based on the actual use of the properties.

Investment properties are properties held either to earn rental income
or for capital appreciation, or for both. These properties are not used
in production, deliveries of goods and services, or for administrative
purposes.

Governance

TANGIBLE ASSETS
Owner-occupied property, plant and equipment

Investment properties

Perspective

Foreign branches that have other functional currencies are translated to
NOK by translating the income statement at average exchange rates for
the period of activity, and by translating the balance sheet at exchange
rates at the reporting date. Exchange differences are recognised as a
separate component of equity. On disposal of the foreign branch, the
cumulative amount of the exchange difference recognised in other
comprehensive income relating to that foreign branch is recognised in
profit of loss, when the gain or loss on disposal is recognised.

Operations

Transactions in foreign currencies are translated to the respective
functional currencies at exchange rates at the date of the transaction.

This is gjensidige

FOREIGN CURRENCY
Foreign currency transactions

Goodwill acquired in acquisition of portfolios is not amortised, but is
tested for impairment annually or more frequently, when indications of
impairment losses exist.
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Other intangible assets
Other intangible assets consist of customer portfolios, trademarks, internally developed software and other intangible assets that are acquired
separately or as a group are recognised at historical cost less accumulated amortisation and accumulated impairment losses. New intangible assets are capitalized only if future economic benefits associated with the
asset are probable and the cost of the asset can be measured reliably.
Development expenditures (both internally and externally generated) is
capitalized only if the development expenditure can be measured reliably,
the product or process is technically and commercially feasible, future
economic benefits are probable, and the Group intends to and has sufficient resources to complete the development and to use or sell the asset.

Amortisation
Intangible assets, other then goodwill is amortised on a straight-line
basis over the estimated useful life, from the date that they are available for use. The estimated useful lives for the current and comparative
periods are as follows
• customer portfolios
10 years
• trademarks
1–10 years
• internally developed software
5–8 years
• other intangible assets
5–10 years
The amortisation period and amortisation method are reassessed
annually. An impairment loss is recognised if the carrying amount of an
asset is less than the recoverable amount.

IMPAIRMENT OF NON-FINANCIAL ASSETS
Indicators of impairment of the carrying amount of tangible and
intangible assets are assessed at each reporting date. If such indicators
exist, then recoverable amount of an assets or a cash generating unit is
estimated. Indicators that are assessed as significant by the company
and might trigger testing for an impairment loss are as follows
• significant reduction in earnings in relation to historical or expected
future earnings
• significant changes in the company’s use of assets or overall strategy for the business
• significant negative trends for the industry or economy
• other external and internal indicators
Goodwill is tested for impairment annually. The annual testing of
goodwill is performed in the third quarter.
Recoverable amount is the greater of the fair value less costs to sell
and value in use. In assessing value in use, estimated future cash flows
are discounted to present value using a pre-tax discount rate that
reflects the time value of money and the risks specific to the asset. For
the purpose of impairment testing, assets are grouped together into
the smallest group of assets generating cash inflows that are largely
independent of cash inflows from other assets or groups of assets
(“cash-generating unit”). Goodwill is allocated to the cash-generating
unit expecting to benefit from the acquisition.
Impairment losses are recognised in profit or loss if the carrying
amount of an asset or cash-generating unit exceeds its estimated
recoverable amount. Impairment losses recognised in respect of
cash-generating units are allocated first to the carrying amount of
goodwill and then proportionally to the carrying amount of each asset
in the cash-generating unit. Previously recognised impairment losses
are reversed if the prerequisites for impairment losses are no longer
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present. Impairment losses will only be reversed if the recoverable
amount does not exceed the amount that would have been the carrying amount at the time of the reversal if the impairment loss had not
been recognised.
Impairment losses recognised for goodwill will not be reversed in a sub
sequent period. On disposal of a cash generating unit, the goodwill attribut
able will be included in the determination of the gain or loss on disposal.

TECHNICAL PROVISIONS
Provision for unearned premiums, gross
The provision for unearned premiums, gross reflects the accrual of
premiums written. The provision corresponds to the unearned portions
of the premiums written. No deduction is made for any expenses
before the premiums written are accrued.
In the case of group life insurance for the commercial market, the provision for unearned premiums, gross also includes provisions for fully
paid whole-life cover (after the payment of disability capital).

Claims provision, gross
The claims provision comprise provisions for anticipated future claims
payments in respect of claims incurred, but not fully settled at the
reporting date. These include both claims that have been reported
to the company (RBNS – reported but not settled) and those that
have not yet been reported (IBNR – incurred but not reported). The
provisions related to reported claims are assessed individually by the
Claims Department, while the IBNR provisions are calculated based
on empirical data for the time it takes from a loss or claim occurring
(date of loss) until it is reported (date reported). Based on experience
and the development of the portfolio, a statistical model is prepared
to calculate the scope of post-reported claims. The appropriateness
of the model is measured by calculating the deviation between earlier
post-reported claims and post-reported claims estimated by the model.

Adequacy test
A yearly adequacy test is performed to verify that the level of the
provisions is sufficient compared to the company’s liabilities. Current
estimates for future claims payments for the company’s insurance
liabilities at the reporting date, as well as related cash flows, are used
to perform the test. This includes both claims incurred before the
reporting date (claims provisions) and claims that will occur from the
reporting date until the next annual renewal (premium provisions). Any
negative discrepancy between the original provision and the liability
adequacy test will entail provision for insufficient premium level.

Reinsurers’ share of insurance-related liabilities in general
insurance, gross
Reinsurers’ share of insurance-related liabilities in general insurance,
gross is classified as an asset in the balance sheet. Reinsurers’ share of
provision for unearned premiums, gross and reinsurers’ share of claims
provision, gross are included in reinsurers’ share of insurance-related
liabilities in general insurance, gross. The reinsurers’ share is less expected losses on claims based on objective evidence of impairment losses.

Investments held to maturity

Financial instruments are classified in one of the following categories
• at fair value through profit or loss
• available for sale
• investments held to maturity
• loans and receivables
• financial derivatives
• financial liabilities at amortised cost

Investments held to maturity are non-derivative financial assets with
payments that are fixed or which can be determined in addition to a
fixed maturity date, in which a business has intentions and ability to
hold to maturity with the exception of
• those that the business designates as at fair value through profit or
loss at initial recognition
• those that meet the definition of loans and receivables

Recognition and derecognition

Investments held to maturity are measured at amortised cost using the
effective interest method, less any impairment losses.

Financial assets are derecognised when the contractual rights to cash
flows from the financial asset expire, or when the Group transfers the
financial asset in a transaction where all or practically all the risk and
rewards related to ownership of the assets are transferred.

At fair value through profit or loss

Transaction expenses are recognised in profit or loss when they incur.
Financial assets at fair value through profit or loss are measured at
fair value at the reporting date. Changes in fair value are recognised in
profit or loss.
The category at fair value through profit or loss comprises the classes
shares and similar interests and bonds and other fixed income assets.

Loans and receivables are non-derivative financial assets with
payments that are fixed or determinable. Loans and receivables are
measured at amortised cost using the effective interest method, less
any impairment losses.
Interest-free loans are issued to finance fire alarm systems within agri
culture for loss prevention purposes. These loans are repaid using the
discount granted on the main policy when the alarm system is installed.
The category loans and receivables comprises the classes loans,
receivables related to direct operations and reinsurance, other receivables, prepaid expenses and earned, not received income and cash and
cash equivalents and obligations classified as loans and receivables.

Financial derivatives
Financial derivatives are used in the management of exposure to equities, bonds and foreign exchange in order to achieve the desired level
of risk and return. The instruments are used both for trading purposes
and for hedging of other balance sheet items. Any trading of financial
derivatives is subject to strict limitations.
The company uses financial derivatives, amongst other to hedge
foreign currency exchanges arising from the ownership of foreign
branches with other functional currency.

Governance

Gjensidige holds an investment portfolio that is designated at fair
value at initial recognition, and that is managed and evaluated regularly
at fair value. This is according to the Board of Directors’ approved risk
management and investment strategy, and information based on fair
value is provided regularly to the Senior Group Management and the
Board of Directors.

Loans and receivables

Perspective

Financial assets are classified at fair value through profit or loss if they
are held for trading or are designated as such upon initial recognition. All financial assets and liabilities can be designated at fair value
through profit or loss if
• the classification reduces a mismatch in measurement or recognition that would have arisen otherwise as a result of different rules
for the measurement of assets and liabilities
• the financial assets are included in a portfolio that is measured and
evaluated regularly at fair value

The category investments held to maturity comprises the class bonds
held to maturity.

Operations

Financial assets and liabilities are recognised when Gjensidige becomes
a party to the instrument’s contractual terms. Initial recognition is at
fair value. For instruments that are not derivatives or measured at fair
value through profit or loss, transaction expenses that are directly
attributable to the acquisition or issuance of the financial asset or the
financial liability, are included. Subsequent to initial recognition the
instruments are measured as described below.

This is gjensidige

FINANCIAL INSTRUMENTS

Transaction expenses are recognised in profit or loss when they incur.
Subsequent to initial recognition financial derivatives are measured at
fair value and changes in fair value are recognised in profit or loss.
The category financial derivatives comprises the classes financial
derivatives at fair value through profit or loss.

Financial liabilities at amortised cost
Financial assets available for sale are non-derivative financial assets
that have been recognised initially in this category, or are not recognised initially in any other category. Subsequent to initial recognition
financial assets in this category are measured at fair value, and gain or
loss is recognised in other comprehensive income except for impairment losses, which are recognised in profit or loss.

Financial liabilites are measured at amortised cost using the effective
interest method. When the time horizon of the financial liability’s
due time is quite near in time the nominal interest rate is used when
measuring amortised cost.

Results

Available for sale

The category financial liabilities at amortised cost comprises the classes deposits from and liabilities to customers, other liabilities, liabilities
related to direct insurance and accrued expenses and deferred income.

The company has no financial assets in this category after the investment was reclassified to associated company.

gjensidige Annual RePORT 2009

175

Definition of fair value
Fair value is the amount an asset can be sold at or a liability can be settled
to in a transaction carried out at arm’s length distance between wellinformed, willing parties. All financial instruments are recognised initially
at fair value. In the normal course of business, fair value of a financial
instrument on initial recognition is the transaction price. The best estimate
of fair value is quoted prices in an actively traded market. Subsequent to
initial recognition, the fair value of financial instruments will be measured
at fair value based on quoted prices in active markets, which are based on
bid prices for assets held and offer prices for liabilities issued.
For further description of fair value, see note 9.

financial asset has not been derecognised.
Impairment losses recognised in profit or loss are not reversed through
profit or loss, but in other comprehensive income.

DIVIDEND
Dividend from investments is recognised when the company has
an unconditional right to receive the dividend. Dividend paid is recognised as a liability pursuant to the Norwegian Accounting Act, in
accordance with the Simplified application of International Financial
Reporting Standards Regulations (FOR 2008-01-21 no. 57). This
means that dividend is derecognised from equity in the financial year
it is provided for.

Definition of amortised cost
Subsequent to initial recognition, investments held to maturity, loans
and receivables and financial liabilities that are not measured at fair
value are measured at amortised cost using the effective interest
method. When calculating effective interest rate, future cash flows
are estimated, and all contractual terms of the financial instrument are
taken into consideration. Fees paid or received between the parties in
the contract and transaction costs that are directly attributable to the
transaction, are included as an integral component of determining the
effective interest rate.

Provisions

IMPAIRMENT OF FINANCIAL ASSETS
Loans, receivables and investments held to maturity

Restructuring

For financial assets that are not measured at fair value, an assessment
of whether there is objective evidence that there has been a reduction
in the value of a financial asset or group of assets is made on each
reporting date. Objective evidence might be information about credit
report alerts, defaults, issuer or borrower suffering significant financial
difficulties, bankruptcy or observable data indicating that there is a
measurable reduction in future cash flows from a group of financial
assets, even though the reduction cannot yet be linked to an individual
asset.
An assessment is first made to whether objective evidence of
impairment of financial assets that are individually significant exists.
Financial assets that are not individually significant or that are assessed
individually, but not impaired, are assessed in groups with respect to
impairment. Assets with similar credit risk characteristics are grouped
together.
If there is objective evidence that the asset is impaired, impairment
loss are calculated as the difference between the carrying amount of
the asset and the present value of estimated future cash flows discounted at the original effective interest rate.
Impairment losses are reversed if the reversal can be related objectively
to an event occurring after the impairment loss was recognised.

Provisions are recognised when the Group has a legal or constructive
obligation as a result of a past event, it is probable that this will entail
the payment or transfer of other assets to settle the obligation, and a
reliable estimate can be made of the amount of the obligation.
Information about contingent assets are disclosed where an inflow of
economic benefits is probable. Information about a contingent liability
is disclosed unless the possibility of an outflow of resources is remote.

Provision for restructuring are recognised when the Group has
ap¬proved a detailed and formal restructuring plan which has commenced or has been announced. Provisions are not made for future
expenses attributed to the operations.

PENSIONS
Gjensidige has both defined contribution and defined benefit plans for
its employees. The defined benefit plan has been placed in a separate
pension fund and is closed to new employees.
The defined contribution plan is a post-employment benefit plan under
which Gjensidige pays fixed contributions into a separate entity and
there is no legal or constructive obligation to pay further amounts.
Obligatory contributions are recognised as employee benefit expenses
in profit or loss when they are due.
The defined benefit plan is a post-employment benefit plan that entitles employees to contractual future pension benefits. Pension liabilities
are determined on the basis of linear earning and using assumptions
of length of service, discount rate, future return on plan assets, future
growth in wages, pensions and social security benefits from the National Insurance, and estimates for mortality and staff turnover, etc.
Plan assets are measured at fair value, and are deducted from pension
liabilities in the net pension liabilities in the balance sheet. Any surplus
is recognised if it is likely that the surplus can be used.

Available for sale
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For financial assets available for sale, an assessment to whether the
assets are impaired is carried out quarterly.

Any actuarial gains and losses related to defined benefit plan is recognised in other comprehensive income.

If a decline in fair value of an available-for-sale financial asset, compared to cost, is significant (20 per cent) or has lasted longer than nine
months, the cumulative loss – measured as the difference between
the historical cost and current fair value, less impairment loss on that
financial asset that previously has been recognised in profit or loss - is
removed from equity and recognised in profit or loss even though the

Tax
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Income tax expense comprises the total of current tax and deferred
tax.

Current tax
Current tax is tax payable on the taxable profit for the year, based on

Deferred tax

Deferred tax liabilities are recognised for temporary differences
resulting from investments in subsidiaries and associates, except in
cases where the Group is able to control the reversal of temporary
differences, and it is probable that the temporary difference will
not be reversed in foreseeable future. Deferred tax assets that arise
from deductible temporary differences for such investments are only
recognised to the extent that it is probable that there will be sufficient
taxable income to utilise the asset from the temporary difference, and
they are expected to reverse in the foreseeable future.

Current tax and deferred tax are recognised as an expense or income
in the income statement, with the exception of deferred tax on items
that are recognised in other comprehensive income, where the tax is

The provider of intra-group services, that are not considered core
activities, will as a main rule, allocate its incurred net costs (all costs
included) based on a Cost Contribution Arrangement as described in
OECD Guidelines chapter 8 and on the basis of paragraph 13-1 in the
Norwegian Tax Act.
Identified functions that are categorized as core activities will be
charged out with a reasonable mark up or alternatively at market price
if Comparable Uncontrolled Prices can be identified.

TRANSACTIONS WITH AFFILIATED COMPANIES
The Fire Mutuals operates as agents on behalf of Gjensidige Forsikring.
For these services commission is paid. For the services performed
by Gjensidige on behalf of the Fire Mutuals regarding operation and
reinsurance of their own fire insurance, cost deductions are received.
Due to the fire policy reinsurance plan, Gjensidige Forsikring also
manages assets on behalf of the Fire Mutuals. The Fire Mutuals are
credited interest for these assets.

Perspective

Current and deferred tax

RELATED PARTY TRANSACTIONS
Intra-group balances and transactions are eliminated in preparing the
consolidated financial statements.

Operations

Deferred tax is determined based on differences between the carrying
amount and the amounts used for taxation purposes, of assets and
liabilities at the reporting date. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax assets
are generally recognised for all deductible temporary differences to
the extent that it is probable that they can be offset by future taxable
income. If deferred tax arises in connection with the initial recognition
of a liability or asset acquired in a transaction that is not a business
combination, and it does not affect the financial or taxable profit or
loss at the time of the transaction, then it will not be recognised.

recognised in other comprehensive income, or in cases where deferred
tax arises as a result of a business combination. For business combi
nations, deferred tax is calculated on the difference between fair
value of the acquired assets and liabilities and their carrying amount.
Goodwill is recognised without provision for deferred tax.

This is gjensidige

tax rates enacted or substantively enacted at the reporting date, and
any adjustment to tax payable in respect of previous years.

Governance

Results
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Notes
1 – EQUITY FUNDS
The total of class I capital (owned by the equity certificate capital
holders) and class II capital (owned by the customers) constitute the
company’s equity. The ratio between the classes determines the allo
cation of the company’s valuables and value added between the classes
(ownership fraction). To ensure correct allocation of valuables (which is
equal and independent of the risk allocation) and risk allocation (which
is non-equal) the classes are split in corresponding funds.

General Meeting that decides a possible issue is also deciding the part
of premium reserve that shall be allocated to the compensation fund.
The purpose is to protect the customer-owned capital against unwanted
change of the ownership fraction. The fund’s priority is equal to the
premium reserve and higher than all other funds except for the equity
certificate capital.

Retained earnings
Class I capital (the equity certificate holders’
capital)
Equity certificate capital
Equity certificate capital is nominal value primary capital certificate. The
capital is undistributable equity, and is the least vulnerable for losses
(lowest risk). As at 31 December 2009 the equity certificate capital
constitute NOK 1,000,000,000, split between 100,000,000 equity
certificates (primary capital certificates) at NOK 10. The allocation between the owners of the equity certificate capital is determined through
number of certificates held.

Premium reserve
Premium reserve is undistributable equity that either increases as a
result of transfer from equity certificate capital or by payment related
to new issues. The purpose of this reserve is the same as for limited
companies to ensure a correct allocation of valuables between new and
old equity certificate capital, and is functioning in the same manner as
premium reserve in limited companies, however in such a way that a
part of the paid in premium reserve shall be allocated to compensation
fund (class II’s corresponding fund) to counteract undesirable change of
ownership fraction in disfavour of the capital owned by the customers.
The fund’s priority is equal to the compensation fund and higher pri
ority than all other funds except for the equity certificate capital.

Retained earnings are the customers recognised equity capital. The
capital is earned and hence distributable equity. The customers’ owner
ship to the capital is limited to corresponding dividend to the owners of
the equity certificate capital split between the customers based on rules
applied by the General Meeting. Part of profit for the year not paid as
dividend is transferred to the fund for retained earnings.

Other equity
Other equity comprises all other equity items and is distributed
proportionally according to the ownership fraction between the class I
and class II capital. Changes in these funds will be relevant in relation to
equity items followed by changes of accounting principles, corrections
of prior years’ financial statements and other similar recognitions not
accounted for according to the principle of congruity. Class I and class
II are equally treated (in relation to ownership fraction) and hence a
ranging of these funds in form of risk/priority is without significance.

Other equity for class I and II comprises the
following undistributable funds
Natural perils fund
Natural perils fund is a fund for coverage of claims related to future natural perils. The fund was reclassified from liability to equity in relation
to amended Norwegian Financial Reporting Regulations for Insurance
Companies as of 4 April 2008. The fund is undistributable equity.

Equalisation fund
The equalisation fund is distributable equity, and comprises the equity
certificate capital owners’ part of profit for the year that is not paid
out as dividend. Transfers from fund for unrealised gains can also be
allocated to the equalisation fund. The equalisation fund can be used to
maintain dividend to the equity certificate capital owners. The fund has
the last priority, is ranked equal to the class II fund “retained earnings”
and is charged proportionally.

Administration provision

Other equity

Guarantee scheme

Other equity comprises all other equity items and is distributed proportionally according to the ownership fraction between the class I and
class II capital. Changes in these funds will be relevant in relation to
recognition of equity items following changes of accounting principles,
correction of earlier years’ financial statements and other similar
recognitions not accountedfor according to the principle of congruity.
Class I and class II are equally treated (in relation to ownership fraction)
and hence a ranging of these funds in form of risk/priority is without
significance.

Guarantee scheme is a provision to secure that the policy holders after
direct claims agreements terminated in Norway is receiving correct
settlement of claims following the agreement. The fund was reclassified
from liability to equity in relation to the amended Norwegian Financial
Reporting Regulations for Insurance Companies as of 4 April 2008. The
fund is undistributable equity.

Class II capital (the customers’ capital)
Compensation fund
Compensation fund is undistributable equity and increases as a result
of new issues of equity certificates where premium reserve is paid. The
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Administration provision is a provision for payment of those administration expenses accruing related to claims settlements in relation to
a possible liquidation of the company. The fund was reclassified from
liability to equity in relation to the amended Norwegian Financial Reporting Regulations for Insurance Companies as of 4 April 2008. The fund
is undistributable equity.

Fund related to unrealised gains
Fund related to unrealised gains comprise the difference between fair
value and cost of assets accounted for at fair value, according to NRS
(V) Fund for unrealised gains. In Gjensidige Forsikring BA the fund
comprises unrealised increases in fair value of investment properties.
The fund is reducing the dividend base of the company.

The accounting policies that are used by Gjensidige in which the assessments, estimates and prerequisites may deviate significantly from
the actual results are discussed below.

Impairment of financial assets
For financial assets that are not measured at fair value, it is assessed
whether there is objective evidence that there has been a reduction
in the value of a financial asset or a group of financial assets on each
reporting date. See note 11.

Actuarial provisions
Use of estimates in calculation of technical provisions is primary applicable for claims provisions.
Insurance products are divided in general into two main categories; lines
with short or long settlement periods. The settlement period is defined
as the length of time that passes after a loss or injury occurs (date of
loss) until the claim is reported and then paid and settled. Short-tail
lines are e.g. property insurance, while long-tail lines primarily involve
accident and health insurances. The uncertainty in short-tail lines of
business is linked primarily to the size of the loss.

Operations

The preparation of the financial statements under IFRS and the application of the adopted accounting policies require that management make
assessments, prepare estimates and apply assumptions that affect
the carrying amounts of assets, liabilities, income and expenses. The
estimates and the associated assumptions are based on experience and
other factors that are assessed as being justifiable based on the underlying conditions. Actual figures may deviate from these estimates. The
estimates and associated prerequisites are reviewed regularly. Changes
in accounting estimates are recognised in the period the estimates are
revised if the change only affects this period, or both in the period the
estimates change and in future periods if the changes affect both the
existing and future periods.

This is gjensidige

2 – USE OF ESTIMATES

Investment properties

Equipment, owner-occupied property and intangible assets
Equipment, owner-occupied property and intangible assets are assessed
annually to ensure that the depreciation method and the depreciation
period used are in accordance with economic life. The same applies to
residual value. Impairment losses will be recognised when impairment
exists. An ongoing assessment of these assets is made in the same
manner as investment properties.

Fair value of financial instruments
The fair value of financial instruments that are not traded in an active
market (such as unlisted shares) is determined by means of generally
accepted valuation methods. These valuation methods are based primarily on the market conditions at the reporting date. See note 9.

Pensions
The present value of pension liabilities is calculated on the basis of
several actuarial and financial assumptions. Any change in the assumptions affects the estimated liability. Changes in the discount rate have
the most significant impact. The discount rate and other assumptions
are normally reviewed once a year when the actuarial calculations are
performed unless there have been significant changes during the year.
See note 15.

Governance

Goodwill is tested for impairment annually or more often if there are
indications that the amounts may be subject to impairment. The testing
for impairment entails determining recoverable amount for the cashgenerating unit. Normally recoverable amount will be determined by
means of discounted cash flows based on business plans. The business
plans are based on prior experience and the expected market development. See note 5 and 7.

For long-tail lines, the risk is linked to the fact that the ultimate claim
costs must be estimated based on experience and empirical data. For
certain lines within accident and health insurances, it may take ten
to 15 years before all the claims that occurred in a calendar year are
reported to the company. In addition, there will be many instances
where information reported in a claim is inadequate to calculate a
correct provision. This may be due to ambiguity concerning the causal
relationship and uncertainty about the injured party’s future work capacity etc. Many personal injury claims are tried in the court system, and
over time the level of compensation for such claims has increased. This
will also be of consequence to claims that occurred in prior years and
have not yet been settled. The risk linked to provisions for lines related
to insurances of the person is thus affected by external conditions.
To reduce this risk, the company calculates its claims liability based on
various methods and follows up that the registered provisions linked
to ongoing claims cases are updated at all times based on the current
calculation rules. See note 3 and 14.

Perspective

Fair value is based on market prices and generally accepted valuation
models where there are no market prices. A key parameter of the
valuation is the long-term required rate of return for the individual property. A further description of the real estate price risk and a sensitivity
analysis of investment properties are given in note 8.

Results

3 – MANAGEMENT of Insurance Risk and Financial Risk
For information about insurance risk and financial risk please refer to note 3 in the notes to the consolidated financial statements, that covers both
Gjensidige Forsikring BA and the Gjensidige Insurance Group.
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4 – PREMIUMS AND CLAIMS ETC. IN GENERAL INSURANCE
For segment information according to IFRS 8 please refer to note 4 in the consolidated financial statements. The information below is worked out
based on the requirements in the Norwegian Financial Reporting Regulations for Insurance Companies.

PRIVATE INSURANCES	

NOK million

Comprehensive
(incl. fire)
1,586.4

Motor

Of which
third part
liability

Of which
other
classes

Small craft
and plea
sure craft

Accident

Travel

Other
private

Total
privat

3,769.4

1,578.7

2,190.7

195.9

529.0

377.5

126.5

6,584.9

Underwriting result

    

Gross premiums written
Gross premiums earned

1,542.2

3,762.4

1,544.8

2,217.6

193.1

512.0

369.9

119.9

6,499.4

Gross claims incurred

(1,238.2)

(2,610.2)

(1,148.0)

(1,462.3)

(153.0)

(289.0)

(235.3)

(89.1)

(4,614.7)

(291.5)

(718.8)

(296.0)

(422.8)

(51.0)

(105.7)

(92.9)

(31.6)

(1,291.5)

12.5

433.4

100.8

332.6

(10.9)

117.3

41.7

(0.9)

593.1

(1,230.2)

(2,740.1)

(1,194.4)

(1,545.7)

(132.8)

(323.3)

(243.5)

(90.2)

(4,760.1)

(8.0)

129.9

46.4

83.4

(20.2)

34.3

8.2

1.2

145.4

(1,462.3)

(153.0)

(289.0)

(235.3)

(89.1)

(4,614.7)

3,121.7

Operating expenses gross
Underwriting result
Gross claims incurred
Incurred during the year
Incurred previous years
Gross claims incurred

(1,238.2)

(2,610.2)

(1,148.0)

Technical provisions
Provision for unearned premiums, gross

781.9

1,913.8

795.4

1,118.4

84.4

101.9

175.1

64.6

Claims provision, gross

866.1

4,158.1

3,626.7

531.3

66.2

1,794.0

105.7

18.1

7,008.2

Gross loss liability

647.0

2,772.9

52.4

1,429.4

105.3

16.9

5,023.8

COMMERCIAL INSURANCES											

Millioner kroner

Compre
Of
Collec
Compre hensive  
which
Of
Work
tive
hensive - - other
third which
ers’ accident 
industrial comm.
part other General compen
and Live- Aquarisks
risks Motor liability classes liability sation health stock culture

Other
comm.
– nonCargo marine

Oneyear
risk Total
life comm.  
insur – nonance marine

Underwriting result
Gross premiums written

956.7 1,026.9

731.4

219.8

511.6

288.9

791.5

403.7

71.9

60.3

83.4

13.9 1,462.1 5,890.6
14.1 1,462.0 5,836.5

Gross premiums earned

924.0 1,016.3

728.6

218.5

510.1

284.4

785.2

413.2

73.0

56.1

79.5

Gross claims incurred

(685.3)

(680.9)

(595.6)

(202.5)

(393.1)

(274.1)

(702.1)

(324.4)

(65.3)

(34.8)

(18.3)

(9.9) (1,345.8) (4,736.3)

Operating expenses gross

(157.0)

(193.9)

(155.5)

(47.0)

(108.5)

(46.6)

(101.7)

(53.5)

(15.8)

(8.5)

(12.1)

(1.8)

(339.2) (1,085.7)

81.7

141.4

(22.4)

(31.0)

8.6

(36.3)

(18.5)

35.3

(8.1)

12.8

49.2

2.4

(223.0)

Incurred during the year

(659.5)

(764.3)

(628.6)

(215.0)

(413.6)

(185.9)

(706.1)

(371.3)

(56.1)

(29.7)

(42.8)

(8.7) (1,263.2) (4,716.2)

Incurred previous years

(25.8)

83.4

33.0

12.5

20.5

(88.2)

4.0

46.9

(9.2)

(5.0)

24.5

(1.1)

(685.3) (680.9)

(595.6)

(202.5)

(393.1)

(274.1)

(702.1)

(324.4)

(65.3)

(34.8)

(18.3)

(9.9) (1,345.8) (4,736.3)

Provision for unearned premiums, gross

412.7

479.2

362.0

109.8

252.2

116.4

221.9

Claims provision, gross

641.3

645.4

716.8

621.6

95.2

Gross loss liability

595.2

576.1

458.8

Underwriting result

14.4

Gross claims incurred

Gross claims incurred

(82.6)

(20.2)

Technical provisions
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68.2

32.7

10.3

19.9

473.9 4,615.6 2,181.2

52.6

19.0

39.1

35.4 2,117.1 11,537.4

1.4

614.1 2,338.8

447.6 4,114.0 1,526.8

36.7

14.9

19.6

35.4

2,117.1 9,942.2

NOK million

MARINE AND ENERGY INSURANCES
INWARD REINSURANCE
Total marine
Blue water
Coastal
Non-pro Total invoice
Energy and energy Proportional
hull
hull
portional reinsurance
insurances

Other
Poolarrangements

Total
Gjensidige
Forsikring

This is gjensidige

4 – PREMIUMS AND CLAIMS ETC. IN GENERAL INSURANCE (cont.)

Underwriting result
Gross premiums written

283.8

283.8

5.0

101.9

106.9

287.7

13,153.9
13,051.4

Gross premiums earned

319.8

319.8

5.0

100.9

105.9

289.8

Gross claims incurred

(258.1)

(258.1)

(4.0)

(28.0)

(32.0)

(45.8)

(44.1)

(44.1)

(0.6)

(3.5)

(4.1)

17.6

17.6

0.4

69.4

69.8

244.0

939.0

Incurred during the year

(198.4)

(198.4)

(4.0)

(28.0)

(32.0)

(43.4)

(9,750.0)

Incurred previous years

(59.7)

(59.7)

Gross claims incurred

(258.1)

(258.1)

Operating expenses gross

Gross claims incurred
(2.4)
(4.0)

(28.0)

(32.0)

(45.8)

63.1

Operations

Underwriting result

(9,687.0)
(2,425.5)

(9,687.0)

Technical provisions
Provision for unearned premiums, gross

126.4

5,620.2

Claims provision, gross

22.7

325.1

33.3
55.4

403.2

33.3
35.4

35.4

177.0

19,161.2

Gross loss liability

20.4

158.5

47.8

226.7

35.4

35.4

177.0

15,405.1

Security provision

2,467.7

FSAN 1 minimum requirement

2,467.7

The Financial Supervisory Authority of Norway.

NOK million
Pool arrangements
Norwegian Natural perils fund
Norwegian Occupational Injury
Insurers' Bureau
Norwegian Motor Insurers' Bureau
Norwegian Pharmapool
Total pool arrangements

PROVISION FOR UNEARNED PREMIUMS
Gross
Net of reinsurance

       CLAIMS PROVISION
Gross
Net of reinsurance

126.4

67.3

67.3

72.2

72.2

33.6
3.7

33.6
3.7

176.7

176.7

126.4

126.4

126.4

Perspective

1

Governance

Results
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5 – INTANGIBLE ASSETS 
Customer
Internally
portfolios developed software

Other intangible
assets

As at 1 January 2008
Reclassifications
Additions from internal development
Disposals
As at 31 December 2008
Uncompleted projects
Prosjekter i arbeid
As at 31 December 2008, including uncompleted projects

211.3
49.2
79.3
(94.7)
245.1
41.0
286.0

881.2

Amortisation and impairment losses
As at 1 January 2008
Reclassifications
Amortisation recognised during the period
Disposals
As at 31 December 2008

(27.7)
(27.2)
(62.0)
35.6
(81.3)

(864.4)

(855.2)
(27.2)
(98.8)
35.6
(945.7)

Carrying amount
As at 1 January 2008
As at 31 December 2008

231.2
204.7

53.7
16.8

284.9
221.5

245.1
7.5
20.7
(0.8)
(0.2)
272.4
82.0
354.4

881.2

1,126.3
179.0
20.7
(0.8)
(3.8)
1,321.4
82.0
1,403.4

NOK million

Cost
As at 1 January 2009
Additions
Additions from internal development
Disposals
Exchange differences
As at 31 December 2009
Uncompleted projects
As at 31 December 2009, including uncompleted projects

Goodwill

155.3

16.2

(3.3)
152.0

(0.3)
15.8

152.0

15.8

Amortisation and impairment losses
As at 1 January 2009
Amortisation recognised during the period
Disposals
Impairment losses reversed in profit or loss during the period
As at 31 December 2009
Carrying amount
As at 1 January 2009
As at 31 December 2009
Amortisation method
Useful life (year)

(827.5)
(36.9)

881.2
881.2

(81.3)
(52.3)
0.3

(864.4)
(16.9)

(1.8)

(133.3)

(881.3)

14.1

204.7
221.1

16.8

152.0
N/A
N/A

Straight-line
1-10

Straight-line
5-8

Straight-line
5-10

Other intangible assets are primarily aquired insurance portfolios, and
the amortisation period is based on the expected useful life for utilizing
synergy effects and the future earnings from the portfolios. None of
the intangible assets have undetermined useful lives.
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881.2

(1.8)

The company’s intangible assets are either aquired or internally developed. Goodwill and customer portfolios are aquired through acquisition
of portfolios, and are a result of a purchase price allocation of initial
cost of the acquisition. Internally developed software is developed for
use in the insurance business. External and internal assistance used
in relation with implementation or substantial upgrade of software,
including adjustment of standard systems, are capitalised as intangible
assets. Amortisation is included in Insurance-related administration
expenses including commissions for received reinsurance and sales
expenses.
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881.2

Total
1,092.6
49.2
79.3
(94.7)
1,126.3
41.0
1,167.2

(945.7)
(71.0)
0.3
0.1
(1,016.3)
221.5
387.1

Impairment testing of goodwill
The carrying amount of goodwill in the company as at 31 December
2009 is NOK 152.0 million. This is related to Gjensidige Forsikring
BA, Swedish branch’s acquisition of the insurance portfolio from the
subsidiary Tennant Försäkringsaktiebolag AB at 1 October 2009,
which is an independent cash-generating unit.
Going forward, annual assessment of impairment will be carried out
in the third quarter each year. In the fourth quarter an indication
assessment has been carried out in order to assess whether there is
new evidence that calls for impairment.
Recoverable amount for the cash-generating unit is determined based
on an assessment of value in use. The value in use is based on a
discounting of future cash flows, with a relevant discount rate that
takes into account maturity and risk.

Budgets/prognoses and the period for which the cash
flows are projected

Level of combined ratio (CR)

The management’s method

Growth rate
The growth rate is considered to be 3,0 per cent. This is based on the
following assumptions
Long-term real BNP growth

2-3 %

Long-term expected inflation

2-3 %

Total nominal growth expectation

4-6 %

Based on an overall assessment the management has nevertheless
chosen to use a 3.0 per cent growth expectation, as this is considered
to be more in line with market expectations.

Discount rate
The discount rate is before tax, and is composed of a risk-free interest
rate and a risk premium. The risk-free rate is equivalent to average
five-year interest rate on government bonds, which is 4.2 per cent.
In addition a risk premium of 5.5 percentage points has been added.

Sensitivity analysis key assumptions
The excess values associated with the acquisition are based on different key assumptions. If these assumptions change significantly from
what they are expected to be in the impairment models, a need for
impairment may arise. See table.

Discount rate increases
by 1 %

Growth reduced by 2 % com
CR increases by 2 %
pared to expected next 3 years next 3 years

All 3 circumstances
occur simultaneously

Gjensidige Forsikring BA,
Swedish branch 1

Possible need for impairment, app. NOK 24 mill.

No need for impairment

Possible need for impairment, app. NOK 37 mill.

1

No need for impairment

1 Only applicable for Gjensidige Forsikring BA. The value for the Group is included in Gjensidige Sverige. Operational structure is followed.

Governance

SENSITIVITY TABLE

Perspective

As far as possible, the management has sought to document the
assumptions upon which the models are based through external
information. External information is first and foremost used in the
assessment of discount rate and exchange rates. When it comes to
future cash flows, the management has also considered the degree of
historical achievement of budgets. If expected budgeted results are
not achieved, the management has conducted a deviation analysis.
These deviation analyses are reviewed by the Boards of Directors of
the respective subsidiaries, and also by the management in Gjensidige
Forsikring.

The expected level of CR in the growth period is considered to be from
95.0 to 101.2 and 95.0 when calculating the terminal value.

Operations

The projection of cash flows is based on budgets for the next three
years reviewed by the management and approved by the Board of
Directors. In the period after 2012 an annual growth of three per cent
has been projected in Gjensidige Sverige until 2018. The terminal value
is calculated in 2018. The growth in Gjensidige Sverige is grounded in
the fact that the companies are small and with a solid parent company,
which gives them good chances of increasing market shares. The
cash flows are estimated to a normal level before a terminal value is
calculated. Gjensidige normally has a ten-year horizon on its models, as
the company is in a growth phase and a shorter period will not give a
correct view of expected cash flows.

This is gjensidige

5 – INTANGIBLE ASSETS (cont.)

In Gjensidige Forsikring BA investments in subsidiaries are accounted for at cost. Exchange differences can thus cause changes in value that
causes impairment at company level. The table below shows the effect on the company’s financial statements.
SENSITIVITY TABLE 

Exchange rate reduced by 10 %

Fair Forsikring
Gjensidige Baltic
Gjensidige Sverige

No need for impairment
Possible need for impairment, app. NOK 15 mill.
No need for impairment

Results
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6 –SHARES IN SUBSIDIARIES AND ASSOCIATES
SUBSIDIARIES
NOK million
Fair Financial Ireland Limited (liquidated in 2009)
Fair Forsikring AS
Gjensidige Bank Holding AS
Gjensidige NOR Forsikring Eiendom AS (sold)
Gjensidige Norge AS
Gjensidige Pensjon og Sparing Holding AS
Glitne Invest AS
Oslo Areal AS
Gjensidige Baltic
Samtrygd Eigedom AS
Storgata 90 AS (sold)
Strandtorget Drift AS
Strandtorget Eiendom AS
Gjensidige Sverige AB
Total shares in subsidiaries

ASSOCIATES
NOK million
Storebrand ASA
SpareBank 1 SR-Bank
Bilskadeinstituttet AS
Forsikring og Finans Sandnes AS
Forsikringskontoret Johansen og Torkelsen AS
Fossmark Assuranse AS
Vervet AS including subordinated loan 1
Total shares in associates
1

For the whole company 2009
Fair Financial Ireland Limited (liquidated in 2009)
Fair Forsikring AS (group)
Gjensidige Bank Holding (group)
Gjensidige Norge AS
Gjensidige Pensjon og Sparing Holding (group)
Glitne Invest (group)
Oslo Areal AS
Gjensidige Baltic
Samtrygd Eigedom AS
Strandtorget Drift AS
Strandtorget Eiendom AS
Gjensidige Sverige AB (group)
Total subsidiaries
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Interest
held

Copenhagen
Copenhagen
Førde
Oslo
Oslo
Oslo
Oslo
Oslo
Riga
Førde
Tromsø
Oslo
Oslo
Stockholm

100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %
100 %

Registered
office

Interest
held

Oslo
Stavanger
Oslo
Sandnes
Sandnes
Stavanger
Tromsø

24.3 %
10.8 %
29.5 %
34 %
34 %
34 %
25 %

Cost Carrying amount
31.12.2009
31.12.2009
2,668.7
1,590.4

2,668.7
1,491.7

195.7
732.0
340.1
4,403.1
351.5
5.8

7.0
732.0
340.1
4,403.1
347.8
5.8

0.4
0.1
568.3
10,856.2

0.4
0.1
568.3
10,565.1

Cost Carrying amount
31.12.2009
31.12.2009

Restated
Cost Carrying amount
31.12.2008
31.12.2008
229.3
2,668.7
1,088.1
0.1
195.7
595.5
340.1
4,403.1
351.5
5.8
15.7
0.1
0.1
568.3
10,464.6

229.3
2,668.7
988.4
0.1
7.0
595.5
340.1
4,403.1
351.5
5.8
15.7
0.1
0.1
568.3
10,173.8

Restated
Cost Carrying amount
31.12.2008
31.12.2008

2,567.4
866.4
0.3

2,567.4
866.4
0.3

2,567.4

2,567.4

0.3

0.3

0.1

0.1

0.1

0.1

30.3
3,464.5

0.5
3,434.8

30.0
2,597.9

0.3
2,568.1

Liabilities

Revenues 2

Profit/loss

Share of
stock value

Subordinated loan of NOK 24 million is included in cost.		

SUBSIDIARIES – ADDITIONAL INFORMATION
NOK million

2

Registered
office

Assets

Equity

8,639.5
12,757.6
7.2
4,921.8
565.7
4,627.3
853.9
4.9
1.5
0.1
946.3
33,325.8

2,774.9
1,241.3
7.1
453.8
396.4
4,376.7
310.2
4.9
0.5
0.1
508.5
10,074.4

5,864.6
11,516.4
0.1
4,468.0
169.3
250.6
543.6

36.2
1,824.8
344.1
0.1
28.2
550.3
313.2
664.8
0.1

33.4
210.7
(51.6)
0.1
(73.9)
44.9
75.0
58.7
(0.1)

648.8
4,410.7

92.8
390.0

1.0
437.7
23,251.4

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

Operating income. For companies where financial income is operating income, financial income is included. For other companies financial income is not included.			
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Assets

Equity

For the whole company 2008
Fair Financial Ireland Limited
Fair Forsikring AS (group)
Gjensidige Bank Holding AS
Gjensidige NOR Forsikring Eiendom AS
Gjensidige Norge AS
Gjensidige Pensjon og Sparing Holding (group)
Glitne Invest (group)
Oslo Areal AS
Gjensidige Baltic
Samtrygd Eigedom AS
Storgata 90 AS
Strandtorget Drift AS
Strandtorget Eiendom AS
Gjensidige Sverige AB (group)
Total subsidiaries

224.3
9,891.6
7,562.0
0.3
7.5
2,527.9
1,628.2
4,642.3
1,013.9
5.0
0.1
1.5
0.1
1,245.2
28,749.9

223.8
3,214.9
842.5
0.3
7.1
390.2
359.6
4,353.8
327.1
5.0
0.1
0.2
0.1
548.0
10,272.8

3

Liabilities

Revenues 2

Profit/loss

0.5
6,676.6
6,719.5

13.7
1,673.2
408.3

(12.0)
(5.3)
(60.6)

0.4
2,137.7
1,268.6
288.5
686.8

0.4
75.2
1,750.0
283.9
597.6
0.1

0.3
(99.3)
1,194.1
(196.0)
33.7
(0.1)

413.1
5,215.5

(15.5)
839.3

Share of
stock value
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

1.3
697.1
18,477.0

Operations

SUBSIDIARIES – ADDITIONAL INFORMATION
NOK million

This is gjensidige

6 – SHARES IN SUBSIDIARIES AND ASSOCIATES (cont.)

Operating income. For companies where financial income is operating income, financial income is included. For other companies financial income is not included.

Equity

For the whole company 2009
Storebrand ASA
SpareBank 1 SR-Bank
Bilskadeinstituttet AS
Forsikring og Finans Sandnes AS
Forsikringskontoret Johansen og Torkelsen AS
Fossmark Assuranse AS
Vervet AS
Total associates

366,159.0
124,909.0
5.3
0.7
4.0
0.7
107.6
491,186.3

17,217.0
8,073.0
4.8
0.4
0.6
0.1
11.7
25,307.6

associatES – ADDITIONAL INFORMATION
NOK million

Assets

Equity

For the whole company 2008
Storebrand ASA
Bilskadeinstituttet AS
Forsikring og Finans Sandnes AS
Forsikringskontoret Johansen og Torkelsen AS
Fossmark Assuranse AS
Vervet AS
Total associates

372,636.4
5.3
0.3
0.5
0.2
104.0
372,746.7

16,158.1
0.5

7.0
16,165.6

Profit/loss

48,236.0
2,674.0
1.6
2.1
6.7
2.0
0.8
50,923.2

934.0
1,111.0
0.2
0.1
(0.6)
0.1
2,044.8

Revenues 2

Profit/loss

356,478.3
1.6

28,004.8
1.6

(2,220.7)
0.2
0.1

97.0
356,576.9

0.7
28,007.1

348,942.0
116,836.0
0.5
0.3
3.4
0.6
95.9
465,878.7

Liabilities

(0.6)
0.1
(2,220.9)

Share of
stock value
4,330.2
1,035.7
N/A
N/A
N/A
N/A
N/A

Share of
stock value
1,833.4
N/A
N/A
N/A
N/A
N/A

Gjensidige also owns bonds issued by SpareBank1 SR-Bank. The carrying
amount of these bonds is NOK 323.4 million.		
Percentage of votes held is the same as percentage of interest held for all
investments.		

Results

The investment in SpareBank1 SR-Bank is classified as investments in an associate and is carried at cost. Gjensidige Forsikring BA owns 17.13 per cent of the
primary certificate capital and 10.8 per cent of the equity in the bank, and has
not, based solely on the interest held alone, significant influence. However, since
2009 Gjensidige Forsikring has been represented on the board of SpareBank1
SR-Bank and will enter into the nomination committee in its first ordinary
session. This gives Gjensidige Forsikring BA significant influence and thus the
oppourtunity to participate in the financial and operational decitions of the bank.

Revenues 2

Liabilities

Governance

Assets

Perspective

associatES – ADDITIONAL INFORMATION
NOK million
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7 – OWNER-OCCUPIED PROPERTY, PLANT AND EQUIPMENT
NOK million
Cost
As at 1 January 2008
Reclassifications
Transferred to investment property
Additions
Disposals
As at 31 December 2008
Uncompleted projects
As at 31 December 2008, including uncompleted projects
Depreciation and impairment losses
As at 1 January 2008
Reclassifications
Transferred to investment property
Depreciation for the year
Disposals
As at 31 December 2008
Carrying amount
As at 1 January 2008
As at 31 December 2008
Cost
As at 1 January 2009
Additions
Disposals
Exchange differences
As at 31 December 2009
Uncompleted projects
As at 31 December 2009, including uncompleted projects
Depreciation and impairment losses
As at 1 January 2009
Depreciation for the year
Disposals
As at 31 December 2009
Carrying amount
As at 1 January 2009
As at 31 December 2009
Depreciation method
Useful life (year)
1

1,152.0
(88.6)
28.3
(848.7)
243.0
243.0
(247.2)

Plant and
equipment 1

789.5
(49.2)
166.8
(407.2)
499.9
66.4
566.3

1,941.5
(49.2)
(88.6)
195.1
(1,255.9)
742.9
66.4
809.3

22.4
(15.2)
187.7
(52.3)

(74.8)
287.2
(318.4)

(805.3)
27.2
22.4
(90.0)
474.8
(370.8)

904.8
190.7

301.5
247.9

1,206.3
438.6

243.0
1.8
(0.9)

243.9

499.9
98.7
(3.9)
(0.2)
594.6
19.3
613.9

742.9
100.5
(4.8)
(0.2)
838.5
19.3
857.8

(52.3)
(9.0)
0.3
(61.0)

(318.4)
(53.3)
1.7
(370.0)

(370.8)
(62.4)
2.1
(431.1)

190.7
182.9
Straight-line
10-50

247.9
243.9
Straight-line
3-5

438.6
426.7

243.9

(558.1)
27.2

Total

Plant and equipment consist mainly of machinery, vehicles, fixtures and furniture.

Each component of owner-occupied property, plant and equipment
are depreciated using the straight-line method over estimated useful
life. Land is not depreciated. Estimated useful life for the period
and comparable periods are between ten and 50 years for property,
with technical installations having the highest depreciation rate, and
betweenthree and five years for plant and equipment.
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Owner-occupied
property

There are no restrictions on owner-occupied property, plant and equipment. Owner-occupied property, plant and equipment are not pledged
as security for liabilities.
The market value of owner-occupied property exceeds the carrying
amount as shown below. For plant and equipment there is no material
difference between the carrying amount and the market value. Some
equipment, such as furniture, is fully depreciated, but still in use.

NOK million

2009

2008

Market value of land and owner-occupied property
Carrying amount of land and owner-occupied property
Excess value beyond carrying amount

249.4
182.9
66.5

229.2
190.7
38.6
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NOK million
Income statement
Rental income from investment properties
Other income from investment properties
Direct operating expenses from investment properties that generated rental income during the period
Total
Net gains/(losses) from fair value adjustments
Total income from investment properties

2008

84.9

118.7
2.1
(29.1)
91.7
(231.0)
(139.4)

(18.0)
66.8
(37.3)
29.5

1,170.7
32.4
(2.3)
(37.3)
1,163.5

Gjensidige Forsikring owns no investment properties outside of Norway.
The average rental period is 4.17 years, and the portfolio of investment
properties includes offices, shopping centres and education buildings.

Gjensidige Forsikring’s valuation model values each property separately.

Based on market rent, contractual rent, potentially vacant premises and the
long-term normalised operating costs, an annual net rent is calculated and
discounted by the required rate of return in order to determine the fair value
of the property. In addition corrections are made when the need for upgrades is considerable or there are planned reconstructions or rehabilitations.
For 2009 the following parameters have been used in the valuation of
investment property, which yield the following average value per square
meter.

Yield

Average
market rent

Average
contractual rent

Average value
per sqm

6.73 %

1,190.0

1,173.0

16,221.0

NOK

The table below shows how the sensitivity of the yield and the market
rent affects the value of the combined property portfolio (investment
properties and owner-occupied property), as it stands as at 31 December
2009.

 Market rent
reduced by 10 %

 Market rent as at
31.12.09

 Market rent
increased by 10 %

Yield increases by 0.25 %
Yield 6.73 %
Yield decreases by 0.25 %

1,254.0
1,296.9
1,343.1

1,341.9
1,389.6
1,441.0

1,429.9
1,482.3
1,538.8

There are no restrictions with regard to the sale of the investment
properties or how income and cash flows generated by the investment
properties can be used.

Gjensidige Forsikring has no investment properties for leasing or classified as available for sale.

NOK million

There are contractual commitments regarding developing the shopping
center Strandtorget amounting to NOK 100.0 million.

Results

The adoption of the above parameters implies a significant level of
judgement. Emphasis is put on this judgement being consistent with
that observed in the market and that the judgement is applied consist
ently from period to period.

Governance

In 2008 and 2009 Gjensidige Forsikring’s own valuation model has
been used both in the quarterly financial statements and at year end. In
addition, two independent external advisors were brought in to value
selected parts of the portfolio at year end, thus ensuring that more than
90 per cent of the carrying amount has been benchmarked against one
or two externally assessed values.

The most important inputs are yield, market rent, contractual rent,
potentially vacant premises, the properties’ long-term normalised
operating costs and any investment requirements . Yield is determined
based on a normal required rate of return adjusted for the location of
the property, type, technical standard and the contracts. The normal
required rate of return is determined from the required rate of return
that can be derived from transactions in the market, and expectations
of interest level and risk adjustment. The market rent is determined from
existing contracts on the property and comparable properties, observati
ons from contractual negotiations, requests for offers and information
from realtors on recently signed contracts on comparable properties.

Perspective

Gjensidige Forsikring carries investment properties at fair value.
Investment properties consist of commercial properties that are rented
to tenants outside the Group, or are aquired in accordance with the
company’s capital management strategy. Properties used by Group
companies are classified as owner-occupied property. See note 7.
In properties that are both rented to tenants outside the Group and that
are used by the Group’s own business, the parts held for rent that can
be sectioned are classified as investment property.

2,011.1
87.8
(767.5)
(231.0)
70.3
1,170.7

Operations

Balance sheet
As at 1 January
Additions from subsequent expenditure
Disposals
Net gains/(losses) from fair value adjustments
Transfer to/(from) owner-occupied property
As at 31 December

Combined portfolio

2009

This is gjensidige

8 – INVESTMENT PROPERTIES

There are no loans with collateral in investment properties in 2008 or
2009.
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9 – FINANCIAL ASSETS AND LIABILITIES
Carrying amount
Fair value Carrying amount
Fair value
as at 31.12.2009 as at 31.12.2009 as at 31.12.2008 as at 31.12.2008

NOK million

Notes

Financial assets
Financial derivatives
Financial derivatives at fair value through profit or loss

10

166.9

166.9

222.4

222.4

13

6,281.6
8,448.7

6,281.6
8,448.7

5,794.9
8,350.0

5,794.9
8,350.0

14,856.5

15,341.3

13,127.6

12,315.0

1,364.7
328.3
2,976.2
222.7
188.8
7.8
1,143.9

1,379.1
328.3
2,976.2
222.7
188.8
7.8
1,143.9

384.6
2,720.8
1,466.1
311.8
418.6
939.6

384.6
2,720.8
1,466.1
311.8
418.6
939.6

35,986.1

36,485.3

33,736.2

32,923.6

17.7

17.7

674.1

674.1

Financial assets at fair value through profit or loss, initial recognition
Shares and similar interests
Bonds and other fixed income securities
Financial assets held to maturity
Bonds held to maturity
Loans and receivables
Bonds and other fixed income securities classified as loans and receivables
Loans
Receivables related to direct operations and reinsurance
Receivables from subsidiaries and associates
Other receivables
Prepaid expenses and earned, not received income
Cash and cash equivalents

11
11
22
11
11
12,26

Total financial assets
Financial liabilities
Financial derivatives
Financial derivatives at fair value through profit or loss

10

Financial liabilities at amortised cost
Other liabilities
Liabilities related to direct insurance and reinsurance
Accrued expenses and deferred income
Liabilities to subsidiaries and associates

16

892.5

892.5

716.9

716.9

16
22

300.9
128.6
213.7

300.9
128.6
213.7

274.1
121.1
203.9

274.1
121.1
203.9

1,553.4

1,553.4

1,990.2

1,990.2

Total financial liabilities
Gain/(loss) not recognised in profit or loss

VALUATION HIERARCHY
The table shows a valuation hierarchy where financial assets/liabilities measured at fair value through profit or loss are divided into three levels based
on the method of valuation.
NOK million

499.2

Level 1

Quoted prices in
active markets

Financial assets
Financial derivatives
Financial derivatives at fair value through profit or loss
Financial assets at fair value through profit or loss, initial recognition
Shares and similar interests
Bonds and other fixed income securities
Financial liabilities
Financial derivatives
Financial derivatives at fair value through profit or loss

Level 2
Valuation tech
nique based on
observable
market data

(812.6)

Level 3
Valuation tech
nique based on
non-observable
market data

166.9

166.9
855.9
2,704.8

4,287.9
5,734.9

17.7

Total

1,137.8
9.0

6,281.6
8,448.7

17.7

Fair value
Financial assets and liabilities measured at fair value are carried at the
amount each asset/liability can be settled to in a transaction carried
out at arm’s length distance. All financial assets and liabilities are
recognized initially at fair value. In the normal course of business, fair
value of a financial instrument on initial recognition is the transaction
price.
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Different valuation techniques and methods are used to estimate fair
value, depending on the type of financial instruments and to which
extent they are traded in active markets. Instruments are classified in
their entirety in one of three valuation levels in a hierarchy on the basis
of the lowest level input that is significant to the fair value measurement in its entirety.

Below the different valuation levels and which financial assets/liabilities are included in the respective levels are accounted for.

data is available, the fair value of financial assets/liabilities is estimated
based on valuation techniques which are based on non-observable
market data.

Quoted prices in active markets

The following financial assets/liabilities are classified as level one in the
valuation hierarchy
•	Listed shares
•	Norwegian government/government backed bonds and other fixed
income securities
•	Exchange traded funds (ETF)

Valuation based on observable market data

A financial asset/liability is considered valued based on observable
market data if fair value is estimated with reference to prices that are
not quoted, but are observable either directly (as prices) or indirectly
(derived from prices).

Valuation based on non-observable market data
When neither quoted prices in active markets nor observable market

Sensitivity financial assets level three
The sensitivity analysis for financial assets valued based on nonobservable market data show the gain/loss of realistic and plausible
market scenarios. A decrease in value of ten per cent is considered
a realistic and plausible market scenario for both shares and similar
interests and for bonds and other fixed income securities that are
included in level three in the valuation hierarchy.

NOK million
Shares and similar interests
Bonds and other fixed income
securities
Total

1,316.6

(315.0)

3.6

5.4

1,320.3

(309.5)

281.4

281.4

Sales
(97.4)

(97.4)

Issues

Transfers
Settle- into/out of
ments
level 3
(47.9)

(47.9)

Amount of net unrealised gains recognised
in profit or loss that
As at
are attributable to
31.12. instruments held as at
2009
31.12.2009
1,137.8

(189.0)

9.0

5.4

1,146.8

           (183.6)
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Results

RECONCILIATION FINANCIAL ASSETS VALUED BASED ON NON-observable MARKET DATA (LEVEL 3)
Net reali- Net gains
sed/unrea- recognised
lised gains in other
recognised compreAs at in profit hensive
1.1.2009
or loss
income Purchases

Governance

The following financial assets/liabilities are classified as level two in the
valuation hierarchy
• Currency futures, equity options, forward rate agreements and currency swaps, in which fair value is derived from the value of underlying
instruments. These derivatives are valued using common valuation
techniques for derivatives (option pricing models etc.).
•	Equity funds, bond funds, hedge funds and combination funds, in
which fair value is estimated based on the fair value of the underlying
investments of the funds.
• Bonds, certificates or index bonds that are unlisted, or that are listed
but where transactions are not occurring regularly. The unlisted instruments in this category are valued based on observable yield curves and
estimated credit spreads where applicable.

The following financial assets are classified as level three in the
valuation hierarchy
•	Unlisted private equity investments. The private equity investments
that are not organized as funds are valued using cash flow analysis,
price multiples and recent market transactions. The private equity
investments that are organized as funds are valued based on NAV
values (Net Asset Value) as reported by the fund administrators in
accordance with IPEV guidelines (International Private Equity and
Venture capital Valuation) set out by the Equity Venture Capital Association. The NAV values are estimated by the fund administrators
by using the valuation techniques best suited to estimate fair value,
given the actual circumstances of each underlying investment.
Because of late reporting from the funds, the NAV values from the
previous quarterly reporting are used in estimating fair value. These
values are then adjusted for known events since the last reporting
date. The typical known event is the increase/decrease in value on
listed shares owned by a fund.
•	Real estate funds. The real estate funds are valued based on
reported NAV values as reported by the fund administrators.
Because of late reporting from the funds, the NAV values from the
previous quarterly reporting are used in estimating fair value. Since
unrealized gains reported from some of the funds do not take into
consideration transaction costs, only 80 per cent of unrealised
gains are recognised, while unrealized losses are recognized in their
entirety.
•	Gjensidige’s investment in Gjensidige Pensjonskasse. The investment is valued equal to the paid-in equity.

Perspective

When quoted prices in active markets are not available, the fair value
of financial assets/liabilities is preferable estimated on the basis of
valuation techniques based on observable market data.

A financial asset/liability is considered valued based on non-observable
market data if fair value is estimated without being based on quoted
prices in active markets or observable market data. Financial assets/
liabilities valued based on non-observable market data are classified as
level three in the valuation hierarchy.
Operations

Quoted prices in active markets are considered the best estimate of an
asset/liability’s fair value. A financial asset/liability is considered valued
based on quoted prices in active markets if fair value is estimated based on easily and regularly available prices and these prices represent
actual and regularly occurring transactions at arm’s length distance.
Financial assets/liabilities valued based on quoted prices in active
markets are classified as level one in the valuation hierarchy.

This is gjensidige
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9 – FINANCIAL ASSETS AND LIABILITIES (Cont.)
SENSITIVITY FINANCIAL ASSETS VALUED BASED ON NON-OBSERVABLE MARKET DATA (LEVEL 3)
NOK million
Shares and similar interests
Bonds and other fixed income securities
Total

Sensitivity
	Decrease in value 10 %
	Decrease in value 10 %

113.8
0.9
114.7

10 – FINANCIAL DERIVATIVES
Market value
31.12.2009

NOK million
Interest-related contracts
Forward contracts
Interest rate futures
Interest rate swaps
Currency-related contracts
Forward contracts
Currency options
Equity-related contracts
Equity options
Equity contracts
Equity futures
Total financial derivatives

Principal
31.12.2009

Principal
average
2009

18,550.0
1,885.4
350.0

11,990.3
1,204.4
402.9

3.7

9,682.1

10,287.3

149.8

715.7

42.1

6.4

31,183.2

23,927.0

166.9

Derivatives are used in accordance with «Regulations on General
Insurance Companies’ Asset Management» in order to improve the
efficiency of capital management and risk management.
The principal volume of derivatives is a gross quantity, and is a
measure of the extent of derivatives within the different categories of
contracts. The principal average is the average gross principal volume
throughout the year.
The market value of assets and liabilities state the carrying amount of
derivatives as at 31 December.
In each asset class the individual asset managers use appropriate
derivatives, and most of the financial derivatives mentioned below are
used regularly. The use of derivatives is restricted by the agreement
with the individual manager, and requirements are made for approved
product lists and sufficient expertise and systems on the part of the
manager. Short positions (undertakings to sell securities that the
company does not already own, or to purchase securities without
having sufficient liquid funds to complete the transaction) are normally
not permitted.
The manager in each asset class may never expose the company to a
greater amount than specified in the management mandate.
The company’s overall foreign exchange risk is hedged almost entirely

190

gjensidige Annual RePORT 2009

Asset
7.1

Market value
31.12.2008

Principal
Liability 31.12.2008
(2.9)

(14.8)

Principal
average
2008

Asset

Liability

13,000.0
1,585.4
752.1

42,587.1
1,194.5
2,366.9

43.4

(13.4)

51.7

(59.1)

9,997.3
25.0

14,760.1
66.3

123.1
4.1

(596.5)
(5.1)

222.4

(674.1)

508.4
36.2
308.0
(17.7)

25,359.8

61,827.5

using currency futures. Financial derivates that constitute a part of
hedgefunds are not included in the note.
Interest-related contracts consist mainly of
-	Interest rate swaps, which are agreements to exchange interest
terms on nominal amounts with customers or banks.
- Forward rate agreements, which are agreements that set an
interest rate on a nominal amount for a future period.
- 	Interest rate futures (IRF), which are agreements that secure the
buyer a particular interest rate on an amount for a future period.
- Bond options, which are agreements giving the right/obligation to
purchase or sell bonds at a particular price at or before a future date.
- Bond futures, which are agreements to purchase or sell bonds at a
particular price at a future date.
Currency-related contracts consist mainly of
-	Currency futures, which are agreements to purchase or sell a
particular amount of currency at a specified exchange rate at a
future date.
- 	Currency swaps, which are agreements with banks to swap certain
amounts of different currencies at a specified exchange rate and to
pay interest on these amounts for an agreed period.
- 	Currency options, which are agreements giving the right/obligation
to purchase or sell currency at a specified exchange rate at a future
date.

Equity-related contracts consist mainly of
-	Equity options, which are agreements giving the right/obligation to
buy or sell equities at a certain price at or before a future date.
- 	Equity swaps, which are agreements to swap equities at a certain
price at a future date.
- 	Equity futures, which are agreements to buy or sell equities at a
certain price at a future date.

Commodity-related contracts consist mainly of
-	Commodity options, which are agreements giving the right/obligation to buy or sell commodity futures at a certain price at or before
a future date.
These transactions are carried out mainly with banks as counterparties. The credit risk from these activities is considered to be marginal.
Both interest-related and currency-related transactions are conducted
within established position limits.

LOANS
NOK million

2009

Mortgage loans
Bonds classified as loans and receivables
Other loans
Impairment to fair value
Subordinated loans
Provision for impairment losses
Total loans

2.5
1,364.7
373.4
(42.1)
1.9
(7.5)
1,693.0

Gjensidige Forsikring has not offered this type of loan to its customers
in 2009 or 2008. The default rate is 0.76 per cent at year end,
compared to 1.13 per cent in 2008. Discounting has been conducted
in order to take into account the fact that the loans are non-interestbearing. The discount rate used is 4.66 percent.

Nominal value
2009
2008

2.8
0.6
24.0
27.3

444.6
(59.8)
1.3
(6.4)
384.6

2.8
24.0
26.7

         Cost
2009

2.8
0.6
24.0
27.3

2008

2.8
24.0
26.7

Market value
2009
2008

1.3
0.6

1.3

1.9

1.3

Vervet AS is 25 per cent owned by Gjensidige Forsikring, and the subordinated loans to Vervet AS is classified as receivables from associates in the balance sheet.
The subordinated loan was recognised as impairment loss of associates in 2008. Interest does not accrue on the subordinated loans.

1

NOK million
Provision for impairment losses
Provision for impairment losses as at 1 January
Change in provision for impairment losses for the period
Provision for impairment losses as at 31 December

(6.4)
(1.1)
(7.5)

2008

(4.4)
(2.0)
(6.4)

Beyond the liabilities that arise from insurance contracts, the company
has not issued guarantees for which provisions have been made.

OTHER RECEIVABLES
NOK million
Receivables related to property
Receivables related to asset management
Deposits in Gjensidige Pensjonskasse
Outstanding account SOS International
Other receivables
Total other receivables

2009

148.9
19.1
20.7
188.8

Results

Recognition of impairment losses is done on each loan individually on
the basis of objective evidence. Impairment assessments are not done
on groups of loans.

2009

Governance

Subordinated loans
Four Seasons Venture III AS
Norinnova Invest
Vervet AS 1
Total subordinated loans

4.9

Perspective

Other loans are primarily interest-free loans to agricultural customers.
The loans are in their entirety intended for installment of fire detection
systems with these customers. There is no mortgage attached to the
loans, and the terms varies from two years to over 20 years.

NOK million

2008

Operations

11 – LOANS AND RECEIVABLES

Bonds are securities classified as loans and receivables in accordance
with IAS 39.

This is gjensidige
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2008
95.6
72.7
81.0
32.5
30.0
311.8
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12 – CASH AND CASH EQUIVALENTS
NOK million
Cash and bank deposits
Total

Cash and bank deposits are cash balances and bank deposits available for
day to day business.

2009

2008

1,143.9
1,143.9

939.6
939.6

Weighted average rate for interest earned on cash and bank deposits is
approximately 3.3 per cent (2008: app. 5.2 per cent).

13 – SHARES AND SIMILAR INTERESTS
NOK million

Interest held
beyond 10 %

Norwegian financial shares
DnB NOR ASA
Indre Sogn Sparebank
Total Norwegian financial shares

11.0
0.3
11.3

Other Norwegian shares
Orkla ASA
Norsk Hydro ASA
Statoil ASA
Royal Caribbean Cruises
Petroleum Geo-Services ASA
Renewable Energy Corporation ASA
Schibsted ASA
Yara International ASA
Stolt Nielsen
Total other Norwegian shares

25.3
15.6
12.6
11.9
11.1
9.6
7.8
7.1
3.1
104.3

Other foreign shares
Investor AB-B
Other foreign shares
Total other foreign shares

15.1
0.1
15.2

Equity funds
DnB NOR Globalspar II
Total equity funds

0.2
0.2

ETF
ISHARES S&P 500 INDEX FUND
DB-x-Trackers MSCI EME TRN Index ETF USD
DB X-Trackers MSCI Europe TRN
Total ETF
Private equity investments
HitecVision Private Equity IV LP
FSN Capital II LP
Altor Fund II LP
Northzone V KS
Norvestor IV LP
Energy Ventures II KS
HitecVision Private Equity V LP
Northzone IV KS
Partners Group European Buyout 2005 (A) LP
Norvestor V LP
Teknoinvest VIII KS (incl. Teknoinv. VII (GPS) KS)
Viking Venture II AS
Partners Group Direct Investments 2006 LP
Energy Ventures III LP

192

gjensidige Annual RePORT 2009

31.12.2009

360.3
229.2
136.0
725.4

10.8 %

13.9 %

79.1
76.9
54.5
53.1
51.8
46.2
42.3
37.3
34.1
27.9
27.6
24.4
24.4
24.0

NOK million

10.0 %
11.0 %

17.5 %

11.0 %
15.7 %

22.0
19.5
17.5
15.6
14.1
10.3
8.9
8.8
8.7
8.7
8.5
7.7
7.5
5.3
4.0
3.9
3.7
3.4
3.0
2.9
2.5
2.5
2.3
2.1
1.9
1.7
1.5
1.5
1.5
1.3
1.2
1.2
5.8
814.9

Real estate funds
CEREP II
CEREP
CEREP III
La Salle
Total real estate funds

103.4
65.2
37.0
6.4
212.0

Bond funds
Vanguard Investment USD
Putnam Global High Yield Bond Fund
Vanguard Investment - EUR
Storebrand Likviditet
Total bond funds

Results

137.1
107.7
74.4
72.0
51.4
30.2
22.4
21.5
15.7
532.5

Governance

Hedgefunds
Sector Polaris
The Winton Evolution Fund
Sector Healthcare - A USD
Sector EuroPower Fund Class A EUR
Sector Speculare IV Fund Class A USD
Russell Alt. Strat. Fund II Total Designated Inves
HORIZON TACTICAL TRAD USD-B
Sector Speculare III Fund Class A USD
Sector Speculare II Fund Class A USD
Total hedgefunds

Perspective

14.7 %
14.5 %

31.12.2009

Operations

Verdane Capital VI KS
Convexa Capital VIII AS - class B
LGT Crown European Private Equity PLC
NeoMed Innovation IV LP
Energy Ventures IS
BaltCap PEF LP
Fjord Invest AS
Verdane Capital V B KS
Viking Venture AS
Convexa Capital VI AS - class B
Convexa Capital VIII AS - class A
Finansnæringens Hus AS
Teknoinvest VIII B DIS
Viking Venture III DIS
Helgeland Vekst AS
Kapnord Fond AS
Tun Media (Landbrukets Medieselskap AS)
Verdane Capital VII
BTV Investeringsfond AS
Convexa Capital IV - class B
Norchip AS
Rogaland Kunnskapsinvest AS
Nordic PEP 1 IS (Altor fund III)
Norinnova AS
Convexa Capital IV - class C
Berger Eiendom AS
CapMan BO IX
Såkorninvest Sør AS
Nortura Hå Eiendom AS
Norinnova Invest AS
Midvest I S - class A
Energy Ventures II B IS
Other private equity investments
Total private equity investments

Interest held
beyond 10 %
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1,558.8
1,114.5
517.1
116.6
3,307.0
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13 – SHARES AND SIMILAR INTERESTS (Cont.)
Interest held
beyond 10 %

NOK million
Combination funds
FORTIS L FUND-BD CONV WRLD-I
Total combination funds

31.12.2009
447.9
447.9

Other investments
Gjensidige Pensjonskasse
Total other investments

94.7 %

TOTAL SHARES AND SIMILAR INTERESTS

111.0
111.0
6,281.6

14 – INSURANCE-RELATED LIABILITIES AND REINSURERS’ SHARE
2009

2008

5,620.2

5,368.5

Claims reported and claims handling costs
Claims incurred, but not reported
Total claims provision, gross

8,976.7
10,184.5
19,161.2

8,962.8
9,380.6
18,343.4

Total insurance-related liabilities, gross

24,781.5

23,711.9

0.5

2.1

Claims reported and claims handling costs
Claims incurred, but not reported
Total reinsurers' share of claims provision, gross

146.3
8.1
154.4

214.9
46.1
261.0

Total reinsurers' share of insurance-related liabilities, gross

154.9

263.1

5,619.8

5,366.4

Claims reported and claims handling costs
Claims incurred, but not reported
Total claims provision, net of reinsurance

8,830.4
10,176.4
19,006.8

8,747.8
9,334.5
18,082.4

Total insurance-related liabilities, net of reinsurance

24,626.6

23,448.8

NOK million
Short-term insurance contracts, gross
Provision for unearned premiums, gross

Short-term insurance contracts, reinsurers' share
Reinsurers' share of provision for unearned premiums, gross

Short-term insurance contracts, net of reinsurance
Provision for unearned premiums

 							     2009
Reinsurers’
Movements in insurance-related liabilities and reinsurers’ share	  Gross
share
(a) Claims and claims handling costs
Claims reported and claims handling costs
Claims incurred, but not reported
Total as at 1 January
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Net of
reinsurance

	                 2008
Reinsurers’
Gross
share

Net of
reinsurance

8,962.8
9,380.6
18,343.4

(214.9)
(46.1)
(261.0)

8,747.8
9,334.5
18,082.4

8,581.1
9,036.9
17,618.0

(305.8)
(93.0)
(398.8)

8,275.3
8,943.9
17,219.2

Acquisitions through business combinations
Claims paid, prior year claims

260.9
(4,697.8)

(0.4)
135.9

260.5
(4,561.9)

(4,337.1)

234.7

(4,102.4)

Increase in liabilities
Arising from current year claims
- of this paid
Arising from prior year claims (run-off)
Other changes, including effects from discounting
Exchange differences

9,748.0
(4,371.9)
(63.8)
2.6
(60.3)

1.5

10,097.4
(4,825.1)
(259.4)

(111.8)
3.1
(3.6)

9,985.5
(4,822.0)
(262.9)

(30.4)

9,748.0
(4,371.9)
(62.3)
2.6
(90.6)

49.6

15.3

65.0

Total as at 31 December

19,161.2

(154.4)

19,006.8

18,343.4

(261.0)

18,082.4

Claims reported and claims handling costs
Claims incurred, but not reported
Total as at 31 December

8,976.7
10,184.5
19,161.2

(146.3)
(8.1)
(154.4)

8,830.4
10,176.4
19,006.8

8,962.8
9,380.6
18,343.4

(214.9)
(46.1)
(261.0)

8,747.8
9,334.5
18,082.4
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 							     2009
Reinsurers’
Movements in insurance-related liabilities and reinsurers’ share	  Gross
share

5,368.5
(5,101.6)
5,368.5
(15.1)
5,620.2

(2.1)
(0.5)
2.1
(0.5)

5,366.4
(5,102.1)
5,370.6
(15.1)
5,619.7

	                 2008
Reinsurers’
Gross
share

Net of
reinsurance

5,416.8
5,368.5
(5,416.8)

(59.3)
(2.1)
59.3

5,357.5
5,366.4
(5,357.5)

5,368.5

(2.1)

5,366.4

Operations

(b) Provisions for unearned premiums, gross, short-term insurances
As at 1 January
Increase in the period
Release in the period
Exchange differences
Total as at 31 December

Net of
reinsurance

This is gjensidige

14 – INSURANCE-RELATED LIABILITIES AND REINSURERS’ SHARE (Cont.)

15 – pension
DEFINED BENEFIT PLAN

The retirement pension constitutes 70 per cent of the pension base,
based on the number of years of service and final salary. The plan also
includes pension for surviving spouses, children and disability pension
subject to specific rules. In addition, Gjensidige Forsikring has pension
liabilities for some employees with a lower retirement age, employees
with salaries above 12 times the social security base amount, and
supplementary pensions.

Pension liabilities are measured at the present value of future pension
benefits that for accounting purposes are considered as accrued at
the reporting date. Future pension benefits are calculated on the basis
of expected final salary. When measuring accrued pension liabilities,
estimated values at the reporting date are used. Pension funds are
measured at fair value. For the valuation of pension funds, estimated
values at the reporting date are used. Actuarial gains and losses are
recognised in other comprehensive income.

Perspective

Gjensidige Forsikring has an occupational pension insurance plan
pursuant to the Tax Act (TPES) with a standard retirement age of 67
years. Gjensidige is also required to have an occupational pension plan
pursuant to the Mandatory Occupational Pension Act. The company’s
plan meets the requirements of the Act. A retirement age of 65 years
apply to underwriters.

Net pension liability is the difference between the present value of the
pension liability and the fair value of the plan assets. In accordance with IAS
19, employers’ national insurance contributions are taken into account in
periods of underfunding. Net pension liabilities for funded and unfunded
plans are presented in the balance sheet under the line Pension liabilities.
The defined benefit plan was closed to new employees in 2006 and
the plan was transferred to the Gjensidige Pensjonskasse.

The effect on the financial statements of the new AFP-plan will
result in a significant recognition of income. However, a legal
amendment must be passed before the effect of the transition to
new AFP-plan can be recognised. The legal amendment was passed
19 February 2010.

In the calculation for 2008 a combination of higher growth in salary
and changes in actuarial assumptions – including a reduction in
discount rate – yielded a negative effect on equity of about NOK 400
million. In 2009 a combination of a declining salary and turnover trend,
and a higher discount rate, yielded a positive effect on equity of about
NOK 400 million.

Governance

Employees are entitled to apply for a contractual pension (AFP) from
the age of 62. AFP is classified as an unfunded plan.

Results
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15 – pension (cont.)
NOK million

2008

Present value of the defined benefit obligation
As at 1 January
Adjustment of opening balance
Current service cost
Interest cost
Actuarial gains and losses
Benefits paid
As at 31 December

75.5
100.1
(408.2)
(133.6)
2,528.4

2,553.1
(4.5)
84.3
111.8
278.2
(128.1)
2,894.7

Amount recognised in the balance sheet
Present value of unfunded plans
Present value of funded plans
Present value of the defined benefit obligation
Fair value of plan assets
Net defined benefit obligation
Employers' national insurance contributions
Liability recognised in the balance sheet for defined benefit obligation

473.7
2,054.8
2,528.4
(1,953.3)
575.2
81.1
656.3

560.3
2,334.4
2,894.7
(1,754.2)
1,140.5
160.8
1,301.3

Fair value of plan assets
As at 1 January
Expected return on plan assets
Actuarial gains and losses
Contributions by the employer
Benefits paid
As at 31 December

1,754.2
100.7
(15.2)
192.3
(78.7)
1,953.3

1,568.5
90.9
(72.3)
295.2
(128.1)
1,754.2

75.5
100.1
(100.7)
10.6
85.4

84.3
111.8
(90.9)
14.8
120.1

85.4

120.1

Expense recognised in profit or loss
Current service cost
Interest cost
Expected return on plan assets
Employers' national insurance contributions
Total defined benefit pension cost
The expense is recognised in the following line items in the income statement
Insurance-related adm. expenses incl. commissions for received reinsurance
and sales expenses
Actuarial gains and losses recognised in other comprehensive income
Cumulative amount as at 1 January
Recognised during the period
Cumulative amount as at 31 December
Plan assets comprise
Treasury bills
Equities
Corporate bonds
Money market funds
Properties
Other
Total plan assets
Expected rates of return on plan assets
Treasury bills
Equities
Corporate bonds
Money market funds
Properties
Other
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2009
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2,894.7

(2,163.7)
434.6
(1,729.0)

(1,763.8)
(399.9)
(2,163.7)

11.7 %
11.1 %
70.9 %
5.7 %
0.6 %
100.0 %

15.4 %
3.8 %
47.9 %
13.5 %
12.8 %
6.6 %
100.0 %

2.0 %
9.0 %
5.0 %
2.5 %
6.0 %
10.0 %

4.3 %
8.0 %
7.0 %
4.3 %
5.6 %
6.0 %

The overall rates of return are based on expected return within each
asset category and on current asset allocations. The expected return
is developed in co-operation with external advisers and takes into
account both current and future market expectations when these
are available, and historical returns. The actual return on plan assets
amounted to 12.52 per cent.

In calculating pension costs and net pension liabilities, the following
assumptions have been made. The discount rate is based on ten years
government bonds in Norway. Salary rates, pension adjustments,
and change in social security base amount are based on historical
observations and expected future inflation. The decreasing salary trend
applied for 2009 gives an average salary increase of 3.8 per cent.
2009

4.20 %
5.80 %
3.80 %
3.70 %
2.10 %
14.10 %
Decreasing
31.00 %

2008

3.90 %
5.80 %
3.80 %
3.75 %
2.00 %
14.10 %
Ladder
40.00 %

Operations

Actuarial assumptions
Discount rate
Expected return on plan assets
Future salary increases
Change in social security base amount
Future pension increases
Employers national insurance contributions
Staff turnover before/after 40 years
Probability of AFP early retirement

This is gjensidige

15 – pension (cont.)

The discount rate is the assumption that has the largest impact on the value of the pension liability.
- 1 % discount
rate

+ 1 % salary
adjustment

- 1 % salary
adjustment

(14.7 %)
(11.2 %)

18.8 %
13.9 %

16.2 %
5.8 %

(13.7 %)
(4.9 %)

2008
Change in pension benefits accrued during the year
Change in pension liability

(19.0 %)
(12.0 %)

25.1 %
17.3 %

20.2 %
10.1 %

(15.9 %)
(6.2 %)

2009

2008

2007

2006

2005

2,528.4
1,953.3
575.2

2,894.7
1,754.2
1,140.5

2,553.1
1,568.5
984.6

2,096.0
1,295.9
800.1

2,316.9
1,813.7
503.2

NOK million
Historical information
Present value of the defined benefit obligation
The fair value of the plan assets
Deficit in the plan

The company expects to contribute NOK 192.3 million to the defined
benefit plan in 2010.

DEFINED CONTRIBUTION PLAN		
Amount recognised as expense for contribution to the defined contribution plan is NOK 35.2 million.

The company’s contributions to the defined contribution plan is
recognised as an expense in the financial year in which the contribution
is paid. The contributions are in accordance with the limits for tax-free
contributions, at the time being five per cent of salary from 1 to 6 of
the social security base amount and eight per cent from 6 to 12 of the
social security base amount.

Governance

2009
Change in pension benefits accrued during the year
Change in pension liability

Perspective

+ 1 % discount
rate

Sensitivity

Results
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16 – PROVISIONS AND OTHER LIABILITIES
NOK million

2009

2008

64.4
4.7
69.1

8.0
10.0
18.0

Outstanding accounts Fire Mutuals
Accounts payable
Liabilities in relation with properties
Liabilities in relation with asset management
Liabilities to public authorities
One-off payment to employees
Other liabilities
Total other liabilities

165.2
40.7
24.3
200.7
344.7
46.0
70.9
892.5

170.5
70.5
9.7

Accrued personell costs
Other accrued expenses and deferred income
Total other accrued expenses and deferred income

126.3
2.4
128.6

121.1

8.0
64.4
(8.0)
64.4

120.4
(69.6)
(42.8)
8.0

Restructuring costs 1
Other provisions
Total other provisions for liabilities

Restructuring costs
Provision as at 1 January
New/(reversal of unused) provisions
Provisions used during the year
Provision as at 31 December

403.7
62.6
716.9
121.1

1

1

In 2006 it was decided to restructure the company in order to achieve a reduction in operating costs of NOK 350.0 million with effect from 2008. During 2009 the remaining provision
of NOK 8.0 million has been used for severance agreements. This figure was NOK 42.8 millioner in 2008. In 2009 it has been decided to make a new provision of NOK 22.0 million
in association with the ongoing efficiency improvement measures of staff functions and also a provision of NOK 42.4 regarding restructuring of the office network. These processes
have been communicated to all business areas.				

17 – Tax
NOK million
Specification of tax expense
Tax payable
Wealth taxes
Correction previous years
Change in deferred tax
Total tax expense

2009

(833.7)
(36.0)
383.6
(486.2)

Restated
2008

(340.9)
(36.0)
94.1
317.6
34.7

Deferred tax liabilities and deferred tax assets
Deferred tax liabilities and deferred tax assets are offset when there is a legally enforceable right to offset those assets/liabilities and when deferred tax assets
relate to the same fiscal authority. The amounts offset are as follows

198

Taxable temporary differences
Properties
Shares, bonds and other securities
Administration provision
Guarantee scheme provision
Profit and loss account
Total taxable temporary differences

451.9
860.4

192.3
80.0
1,054.1
521.6
564.8
2,412.8

Deductible temporary differences
Loans and receivables
Plant, equipment and intangible assets
Provisions according to NGAAP
Pension liabilities
Total deductible temporary differences

(111.0)
(82.4)
(69.1)
(656.3)
(918.8)

(111.0)
(105.3)
(18.0)
(1,301.3)
(1,535.6)

Net temporary differences

(58.4)

877.2

Deferred tax liabilities/(deferred tax assets)

(16.4)

245.6
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156.9
251.7

Total tax expense
Effective rate of income tax
Change in deferred tax
Deferred tax liabilities as at 1 January
Change in deferred tax recognised in profit or loss
Change in deferred tax recognised directly in the balance sheet
Pensions
Exchange differences
Deferred tax liabilities/(deferred tax assets) as at 31 December

Deferred tax on equity funds
Administration provision, gross
Deferred tax
Administration provision, net
Natural perils fund, gross
Deferred tax
Natural perils fund, net

3,429.8
(960.4)

885.5
(82.7)

48.5
22.0

27.1
(524.8)
7.5
554.4
(4.9)
(36.0)
94.1

441.4
(1.8)
(36.0)
(486.2)
(14.2 %)

34.7
3.9 %

245.6
(383.6)

675.1
(317.6)

121.7
(0.1)

(112.0)

(16.4)

245.6

(121.7)

112.0
12.3
124.3

(121.7)
1,054.1
1,054.1

1,054.1
(295.2)
759.0

2,418.2

2,250.8

2,418.2

2,250.8

494.2

522.3
(146.2)
376.1

494.2

Governance

Guarantee scheme, gross
Deferred tax
Guarantee scheme, net

Restated
2008

Perspective

Tax recognised in other comprehensive income
Pensions
Tax payable on dividend expenses
Total tax recognised in other comprehensive income

2009

Operations

NOK million
Reconciliation of tax expense
Profit before tax
Tax of profit before tax expense (28 %)
Tax effect of
Dividend received
Tax exempted income and expenses
One-time effect of transition to full tax liability 1
One-time effect of insurance-related provisions 2
Non deductible expenses
Wealth taxes
Correction previous years

This is gjensidige

17 – Tax (Cont.)

	Gjensidige Forsikring has up to and including 2007 been tax exempted for its fire and pet insurances. In the Government’s fiscal budget for 2009 this tax exemption is cancelled
for mutual fire and livestock insurance companies as from the year 2008. This implies one-time effects in 2008 that are shown on separate lines in the explanation of tax expense.
Included in one-time effects is also effect of not calcluated deferred tax on the Natural perils fund as from 2008.

1

	In accordance with changes in the Norwegian Financial Reporting Regulations for Insurance Companies as of 18 December 2009, deferred tax from insurance-related provisions
classified as equity, nor reinsurance provisions is not to be made provisions for.

2

Results
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18 – EXPENSES
INSURANCE-RELATED ADMINISTRATION EXPENSES INCL.
COMMISSIONS FOR RECEIVED REINSURANCE AND SALES EXPENSES
NOK million

2009

2008

Depreciation, amortisation and value adjustments (note 5 and 7), excl. depreciation properties
Employee benefit expenses
Fee for customer representatives
Software costs
Auditor’s fee
Consultants’ and lawyers’ fees
Commissions
Other expenses
Total insurance-related operating expenses incl. commissions for received reinsurance and sales expenses

106.9
1,087.1
4.5
282.8
4.2
61.8
244.0
634.1
2,425.5

136.2
1,027.8
3.7
302.6
5.4
40.4
234.0
555.1
2,342.7

Of which sales expenses
Employee benefit expenses
Commission
Other expenses
Total sales expenses

759.0
260.4
462.6
1,482.0

738.4
234.0
498.4
1,470.9

2009

2008

OTHER EXPENSES
NOK million
Commodity costs
Total other expenses
OTHER SPECIFICATIONS
NOK million

2009

2008

Administration expenses related to financial assets, excl. interest expenses, incl. administration expenses properties
Depreciation, amortisation and value adjustments (note 5 and 7)
Other expenses
Total administration expenses related to financial assets, excl. interest expenses, incl. administration expenses properties

26.4
96.9
123.2

52.2
66.7
118.9

800.1
166.4
35.2
85.4
1,087.1

750.0
132.5
25.2
120.1
1,027.8

1.7
0.1
2.3
0.2
4.2

1.3
0.7
3.0
0.5
5.4

Employee benefit expenses
Wages and salaries
Social security cost
Pension cost - defined benefit plan (note 15 incl. employers national insurance contribution)
Pension cost - defined contribution plan (note 15 incl. employers national insurance contribution)
Total employee benefit expenses
Auditor's fee (incl. VAT )
Statutory audit
Technical accounting support and legal consultancy
Other non-assurance services
Tax consultant services
Total auditor's fee (incl. VAT )

200

12.1
12.1
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Average number of employees

THE BOARD OF DIRECTORS’ STATEMENT CONCERNING
THE ADOPTION OF SALARIES AND OTHER REMUNERATION
OF THE CEO AND SENIOR GROUP MANAGEMENT
Gjensidige’s compensation policy

2,101

2,096

The retirement age for the CEO is 62 years. Retirement at the age
of 60 is possible if requested by the Board of Directors or the CEO
himself. The CEO has pension rights in accordance with Gjensidige’s
closed defined benefit pension plan. In accordance with his individual
employment contract, he is entitled to a pension of 100 per cent of
his annual salary upon retirement at the age of 62, which reduces
subsequently to 70 per cent of salary from the age of 67.
On retirement by 60 years the corresponding contractual terms are
subsequently de-escalating from 100 per cent upon retirement to 70
per cent until reaching the age of 67. Car schemes and other benefits
are maintained until reaching the age of 67.
The CEO has no severance pay agreement if he resigns before reaching
retirement age.

Remuneration of other members of the Senior Group
Management
The CEO determines the financial terms for other members of the Senior
Group Management in accordance with a framework discussed with the Remuneration Committee. Gjensidige’s compensation policy is used as a basis.

Decision process

Recommended guidelines for the coming
financial year
Remuneration of the CEO

The total remuneration is determined based on the need to offer competitive terms in the different business areas, and shall contribute to
attracting and holding on to leaders who promote the Group’s growth
and profitability.
The fixed salaries are assessed annually and determines based on wage
developments in general, and in the financial services industry in particular.
Variable salary (bonus) to other members of the Senior Group Management can be granted based on specific measurement of results in
defined goal areas and discretionary assessment based on goal criteria
derived from the company’s strategies and goals. An upper limit for
bonus payments has been set at 30 per cent of the annual salary.
The CEO may make exceptions to this policy in consultation with the
Remuneration Committee if necessary to give members of the Senior
Group Management competitive terms.
Awarding payments in kind to other members of the Senior Group
Management must be coherent with their functions in the Group and
also be in accordance with commercial practice.

The fixed salary is assessed annually and is determined based on
wage developments in general and in the financial services industry
in particular. Variable salary (bonus) is determined by the Board of
Directorsbased on set targets and deliveries, and can not exceed
50 per cent of the fixed salary. The CEO is not granted result based
benefits exceeding the mentioned bonus.

Members of the Senior Group Management have a retirement age of
62 years. All current members of the Senior Group Management, apart
from one, are members of the closed defined benefit pension plan.
Those with a full contribution period is entitled to a pension of 70 per
cent. The company will maintain previous individual pension agreements for two members of the Senior Group Management.

In addition, the CEO may be granted benefits in kind, such as company
car, free mobile and payment of broadband. Assignment of benefits in
kind shall be related to the CEO’s function in the Group or be accord
ing to commercial practice.

The deputy CEO has a bonus agreement similar to the CEO’s bonus
agreement. The bonus can not exceed 50 per cent of the fixed annual
salary. There are no severance pay agreements for managers that
resign from their positions in Gjensidige.
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The CEO’s salary and other financial benefits shall be approved by the
Board of Directors based on an overall assessment and in accordance
with Gjensidige’s compensation policy.

Governance

The Board of Directors has established a remuneration committee with
three members; the leader of the Board of Directors and two board
members. The Remuneration Committee will prepare cases for the
Board of Directors, and is primarily responsible for
•	Annual assessment and recommendation regarding remuneration
of the CEO
• Preparing a proposed goal card for the CEO
•	Guide the CEO with regards to the annual assessment of remune
ration of other members of the Senior Group Management
• The statement regarding remuneration of members of the Senior
Group Management
•	Other personell related circumstances for Senior Group Management.

Perspective

In accordance with the compensation policy, which applies to all
employees in the Group, it is stated that Gjensidige shall not be
a salary leader, but shall nevertheless have a competitive level of
compensation. Gjensidige expects that the employees have a
comprehensive view of what Gjensidige offers in the form of salary
and benefits. The company’s compensation systems shall be open,
performance-based, fair and predictable. Compensation shall be linked
to achievement of the company’s defined strategic and financial
goals. Total compensation is comprised of fixed salary (main element),
variable salary, pensions and payment in kind.

2008

Operations

The guidelines for determining the compensation of the CEO and
Senior Group Management shall at all times support the current
strategy and value base and contribute to the goal achievement of the
Group. The compensation shall be in accordance with the principles of
the Group’s compensation policy.

2009
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19 –  SALARIES AND REMUNERATIONS 2009 (Cont.)
Binding guidelines concerning allotment of equity
certificates etc. for the coming year

Executive remuneration policy previous financial year

CEO and members of the Senior Group Management will be allowed to
participate in subscription programmes for the purchase of equity certifi
cates by employees in the same manner as other employees in Gjensidige.
Key management personell
compensation  
NOK thousand

The Board of Directors confirms that the remuneration policy concern
ing Senior Group Management for 2009 has been carried out in
accordance with the previous year’s statement.

Calculated
Rights earned
value of
in the financial
total benefits year according to
other than defined benefit
cash
pension plan 9

Fixed salary/
fee

Variable
salary

4,004.2
2,014.4
2,019.3
2,241.2
2,782.8
2,100.5
1,895.2
1,866.1

1,220.8
10.5
314.6
434.7
538.2
322.9
224.8
294.8

231.4
200.9
190.0
207.9
204.9
156.8
234.0
191.2

1,839.6
562.5
962.6
813.1
964.4
820.9
610.6
1,388.4

634.4

151.3

54.0

272.8

 Loans, advance
payments,
guarantees.
outstanding
amount

Interest
rate 7

Applicable
conditions
and installment
plan

5,704.8
821.6

2.6-2.7 %
2.6 %

20.07.2033
20.11.2012

Retirement
conditions

Remuneration of
The Senior Group Management
Helge Leiro Baastad, CEO
Bjørn Asp, Executive Vice President
Petter Bøhler, Executive Vice President
Trond Delbekk, Executive Vice President
Tor Magne Lønnum, Deputy CEO
Jørgen Inge Ringdal, Executive Vice President
Bjørn Walle, Executive Vice President
Erica Blakstad, Executive Vice President
Martin Danielsen (10.09.09-31.12.09) 1,
Executive Vice President
The Board of Directors 6
Inge K. Hansen, Chairman
Randi B. Sætershagen, Deputy Chairman
Hans Erik Andersson
Karen Marie Hjelmeseter
Hans Ellef Wettre
Tor Øwre
Cato Litangen (01.01.09-31.03.09) 1
Marianne Lie (01.01.09-31.03.09) 1
Trond V. Andersen (01.04.09-31.12.09) 1
Per Engebreth Askilsrud (01.04.09-31.12.09) 1
Gunnar Mjåtvedt, employee
Gunnhild H. Andersen, employee
Kjetil Kristensen, employee
Marianne Bø Engebretsen, employee
The Board of Directors, deputies 6
Valborg Lippestad
Harald Milli
John Ove Ottestad
Trine Vekseth (01.01.09-31.03.09) 1
Sissel Johanne Monsvold (01.04.09-31.12.09) 1
Ingvild Sollie Andersen, employee
Christian Kristensen (01.01.09-31.03.09) 1,
employee
Knut Bertil Øygard (01.04.09-31.12.09) 1

380.0
384.8
250.0
210.8
195.0
319.3
65.0
61.3
177.5
222.8
185.0
185.0
185.0
185.0

1.5
8.7
4.3
2.3
1.5
13.3
4.5
1.5
1.7
2.3

23.0
14.5
18.0
9.3
13.5
11.0

2

3

479.5

2.6 %

04.06.2019

3

4,406.0

141.2

2.6-2.9 %

28.04.2019

3.2 %

19.02.2018

5.3 %

20.08.2014

8.3
0.6
3.7
4.0

Supervisory board 5
Kirsten Indgjerd Værdal, Chairman
Trond Bakke, Deputy Chairman

119.5
39.5

5.4
0.6

6

In connection with the resignation for one member of the Senior Group Management, a severance payment of NOK 2.2 million has been paid.
In addition
43 representatives from the company/Fire Mutuals/organisations/employees. 5
1
2
3

4

The stated remuneration applies to the period the individual in question has held the position/office.
Age 62, 100 per cent salary reducing gradually to 70 percent at age 67 according to time of earning.
Age 62, 70 per cent salary until age 67 according to time of earning, then Gjensidige Forsikring’s
ordinary pension terms will take effect.
Age 60, 70 per cent salary until age 67 according to time of earning, then Gjensidige Forsikring’s
ordinary pension terms will take effect.

5

6
7
8
9
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2
4

2.8

115.2
68.7
80.5

3
3

0.6

Control committee
Marit Tønsberg, Chairman
Snorre Inge Roald, Deputy Chairman
Tove Melgård

3

Annual fee of NOK three thousand, in addition to a per meeting fee of NOK three thousand. There
have been two ordinary meetings with fees of NOK three thousand and NOK three thousand five
hundred, respectively in 2009.
The fee includes a fee for subsidiaries.
The interest rate is 2.6 nominell, unless other is stated.
For employees only remuneration for the current position is stated.
Everyone in the Senior Group Management has pension plans, benefit based or contribution based.

3

Key management
personell compensation  
NOK thousand

Fixed and
variable
salary/ fee

Calculated
Rights earned
value of
in the financial
total benefits year according to
other than defined benefit
cash
pension plan 9

 Loans, advance
payments,
guarantees.
outstanding
amount

Interest
rate 7

Applicable Retireconditions ment
and installment condiplan tions
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Remuneration of

266.0
129.5
320.6
51.3
304.1
196.0
310.3
225.0
211.8
153.8
18.7
138.8
141.5
51.3
46.3
185.0
186.5

1.5
17.7
25.4
0.2
20.7
11.0
24.9
15.9
12.6
3.8
0.5

2.8
11.0
2.8
28.5
8.3
8.3
34.3
11.0

1.3

Control committee 6
Marit Tønsberg, Chairman (19.04 - 31.12) 1
Kåre Lund, leder (01.01 - 19.04) 1
Snorre Inge Roald (Deputy Chairman)
Tove Melgård

94.5
137.0
3.5
88.0

0.4
2.2
1.4
3.5

Supervisory board 5
Kirsten Indgjerd Værdal, Chairman(19.04 - 31.12) 1
Randi Braathe, Chairman( (01.01 - 19.04) 1
Trond Bakke, Deputy Chairman(

104.0
76.0
34.3

4.3

The Board of Directors 6
Inge K. Hansen, Chairman (26.03 - 31.12) 1
Jørgen Tømmerås, Chairman (01.01 - 26.03) 1
Jorund Stellberg, Deputy Chairman (01.01 - 19.11) 1
Magne Revheim (01.01 - 26.03) 1
Randi B. Sætershagen
Hans Ellef Wettre
Tor Øwre
Cato Litangen
Marianne Lie
Hans-Erik F. Andersson (26.03 - 31.12) 1
Karen Marie Hjelmeseter (26.03 - 31.12) 1
Gunnhild Heggen Andersen , employee (26.03 - 31.12) 8
Kjetil Kristensen, employee (26.03 - 31.12) 8
Odd Kristian Hamborg, employee (01.01 - 26.03) 8
Petter Aasen, employee (01.01 - 26.03) 8
Marianne Bø Engebretsen, employee 8
Gunnar Mjåtvedt, employee 8
The Board of Directors, deputies 6
Tove Jebens (01.01 - 26.03) 1
Harald Milli
Odd Samuelsen (01.01 - 26.03) 1
Valborg Lippestad
Christian Kristensen, employee (26.03 - 31.12) 1
John Ove Ottestad (26.03 - 31.12) 1
Trine Vekseth (26.03 - 31.12) 1
Ingvild Solli Andersen, employee

1,888.8
1,010.1
559.9
1,430.7
997.1
756.6
839.3
1,723.8
179.2
136.8
338.2
292.0
212.5

2
3

5,743.2

5.6

20.7.2033

3
3

1,078.8

4.8

20.5.2013

3
3
2
4

2,420.0
1,401.2
2,976.0

4.8
4.8
4.8

20.4.2017
15.5.2018
25.8.2017

3,678.9

4.8

20.3.2029

3
3
3
3
3

Governance

251.9
210.0
172.1
191.0
184.2
194.7
193.2
220.3
61.4
72.1
82.3
66.8
67.2

Perspective

4,892.1
3,294.3
2,379.0
1,790.2
2,149.9
2,431.9
2,435.2
1,817.6
665.9
700.3
914.2
824.7
657.6

Operations

The Senior Group Management
Helge Baastad, CEO
Tor Lønnum, Deputy CEO
Bjørn Asp, Executive Vice President
Erica Blakstad, Executive Vice Presidentr
Petter Bøhler, Executive Vice President
Trond Delbekk, Executive Vice President
Jørgen Ringdal, Executive Vice President
Bjørn Walle, Executive Vice President
Hege Toft Karlsen, Executive Vice President (01.01 - 01.06) 1
Odd Røste, Executive Vice President (01.01 - 01.06) 1
Geir Bergskaug, Executive Vice President (01.01 - 01.06) 1
Ove Ådland, Executive Vice President (01.01 - 01.06) 1
Nils Arne Fagerli, Executive Vice President (01.01 - 01.06) 1

3.5

1.3

Results

0.1

In addition
41 representatives from the company/Fire Mutuals/organisations/employees. 5
The stated remuneration applies to the period the individual in question has held the
position or office.
2
	Age 62, 100 per cent salary reducing gradually to 70 percent at age 67.
3
	Age 62, 70 per cent salary until age 67, then Gjensidige Forsikring’s ordinary pension
terms will take effect.
4
	Age 60, 70 per cent salary until age 67, then Gjensidige Forsikring’s ordinary pension
terms will take effect.
1

	Annual fee of NOK three thousand, in addition to a per meeting fee of NOK three
thousand. There have been two ordinary meetings with fees of NOK three thousand,
NOK three thousand, five hundred, respectively in 2008.
6
The fee includes a fee for subsidiaries.
7
The interest rate is 4.8 nominell, unless other is stated.
8
For employees only remuneration for the current position is stated.
9
	Everyone in the Senior Group Management has defined benefit pension plans.
5
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20 – NET INCOME FROM INVESTMENTS
NOK million

2009

2008

Income from investments in subsidiaries and associates
Impairment losses of investments in subsidiaries and associates
Net other financial income/(expenses)

309.5
(3.7)
(49.8)

1,346.3
(29.9)
(132.9)

Net income and gains/( losses) from buildings and other real estate
Income from investment properties and owner-occupied property, excl. unrealised gain/(loss)
Net revaluation property
Net gain/(loss) on investment properties and owner-occupied property
Administration expenses related to buildings and other real estate
Total net income and gains/(losses) from buildings and other real estate

102.5
(37.3)
2.7
(32.2)
35.7

150.1
(231.0)
780.8
(44.1)
655.7

354.6
2.4
295.1
(427.7)
1,591.9
1,816.3

759.3
35.3
(1,966.2)
(15.5)
(139.6)
(1,326.6)

Net income and gains/(losses) from financial assets at fair value through profit or loss, designated
Net interest income/(expenses) from financial assets at fair value through profit or loss
Dividend income
Net gain/(loss) from shares and similar interests
Net gain/(loss) from bonds and other fixed income securities
Net gain/(loss) from financial derivatives
Total net income and gains/(losses) from financial assets at fair value through profit or loss, designated
Net income and gains / (losses) from shares available for sale
Dividend income
Net gain/(loss) from shares available for sale
Total net income and gains/(losses) from shares available for sale
Net income and gains/(losses) from assets held to maturity
Net interest income from bonds held to maturity
Net gain/(loss) from bonds held to maturity
Net gain/(loss) from changes in exchange rates on bonds held to maturity
Total net income and gains/(losses) from assets held to maturity

804.9
(22.8)
(32.9)
749.2

533.7
(53.7)
82.6
562.6

Net income and gains/(losses) from loans and receivables
Net interest income/(expenses) from loans and receivables
Net gain/(loss) from loans
Net gain/(loss) from changes in exchange rates on loans and receivables
Total net income and gains/(losses) from loans and receivables

31.4
16.4
(86.8)
(39.1)

105.5
19.2
54.9
179.6

5.4
5.4

(28.3)
(28.3)

2,823.5

(421.4)

836.3

639.2

Net gain/(loss) from financial liabilities at amortised cost
Net gain/(loss) from changes in exchange rates on liabilities at amortised cost
Total net gain/(loss) from financial liabilities at amortised cost
Net income from investments
Interest income and expenses from financial assets and liabilities not recognised at fair value through profit or loss
Interest income from financial assets not recognised at fair value through profit or loss
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68.9
(1,716.8)
(1,647.8)
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NOK million

2009

2008

Guarantees and committed capital
Gross guarantees
Committed capital, not paid

0.6
946.0

0.6
1,091.0

The timing of the outflow of capital is dependent on when the funds are
making capital calls from their investors. Remaining operating time for

the funds is between five and ten years.
There are contractual commitments regarding developing the shopping
center Strandtorget accounting to NOK 100.0 million.
Gjensidige Forsikring is responsible externally for any insurance claim
arising from the cooperating Fire Mutuals’ operations.

Operations

As part of its ongoing financial management, the Company has under
taken to invest up to NOK 946.0 million in various private equity and real
estate investments, over and above amounts recognised in the balance
sheet. Investments in private equity and real estate funds totalled NOK
901.6 million at the end of the year.

This is gjensidige

21 – CONTINGENT LIABILITIES

22 – RELATED PARTY TRANSACTIONS
OVERVIEW OF RELATED PARTIES
Gjensidige Forsikring BA is the Group’s ultimate parent. As at 31 December 2009 the following companies are regarded related parties.
Registered office

Interest held

Associates
Storebrand ASA
SpareBank 1 SR-Bank 1
Bilskadeinstituttet AS
Forsikring og Finans Sandnes AS
Forsikringskontoret Johansen og Torkelsen AS
Fossmark Assuranse AS
Vervet AS

Oslo, Norway
Stavanger, Norway
Oslo, Norway
Sandnes, Norway
Sandnes, Norway
Stavanger, Norway
Tromsø, Norway

24.3 %
10.8 %
29.5 %
34.0 %
34.0 %
34.0 %
25.0 %

Other related parties
Fire Mutuals
Gjensidige Pensjonskasse

All over the country, Norway
Oslo, Norway

97.4 %

1

100.0 %
100.0 %
100.0 %
100.0 %
100.0 %
100.0 %
100.0 %
100.0 %
100.0 %
100.0 %
100.0 %
100.0 %

Governance

Oslo, Norway
Førde, Norway
Oslo, Norway
Oslo, Norway
Copenhagen, Denmark
Riga, Latvia
Stockholm, Sweden
Oslo, Norway
Oslo, Norway
Oslo, Norway
Oslo, Norway
Førde, Norway

Perspective

Subsidiaries
Gjensidige Pensjon og Sparing Holding AS
Gjensidige Bank Holding AS
Glitne Invest AS
Oslo Areal AS
Fair Forsikring A/S
Gjensidige Baltic
Tennant Holding AB
Gjensidige Norge AS
Lokal Forsikring AS
Strandtorget Eiendom AS
Strandtorget Drift AS
Samtrygd Eigedom AS

In addition Gjensidige owns obligations in SpareBank1 SR-Bank amounting to NOK 323.4 million.

Percentage of votes held is the same as percentage of interest held.

Results
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22 – RELATED PARTY TRANSACTIONS (Cont.)
TRANSACTIONS WITH RELATED PARTIES
Profit or loss
The table below shows transactions with related parties recognised in profit or loss.
NOK million
Gross premiums written
Gjensidige Pensjonsforsikring AS (owned by Gjensidige Pensjon og Sparing Holding AS)
Fair Forsikring A/S including subsidiaries
Gjensidige Baltic
Tennant Försäkringsaktiebolag AB (owned by Tennant Holding AB)

2009
Income

2008

Expense

0.2
68.5
10.8
10.7

Change in gross provision for unearned premiums
Fair Forsikring A/S including subsidiaries
Gjensidige Baltic
Tennant Försäkringsaktiebolag AB (owned by Tennant Holding AB)

Administration expenses
Gjensidige Pensjon og Sparing Holding AS
Gjensidige Investeringsrådgivning ASA (owned by Gjensidige Pensjon og Sparing Holding AS)
Gjensidige Pensjonsforsikring AS (owned by Gjensidige Pensjon og Sparing Holding AS)
Gjensidige Bank ASA (owned by Gjensidige Bank Holding AS)
Glitne Invest AS
Hjelp24 NIMI AS (owned by Glitne Invest AS)
Oslo Areal AS
Fair Forsikring A/S including subsidiaries
Tennant Holding AB
Tennant Forsikring NUF (branch of Tennant Försäkringsaktiebolag AB)
KommuneForsikring NUF (branch of KommuneForsikring AS, owned by Fair Forsikring A/S)

96.7
0.7
24.3

206
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2.2
6.1
13.6
237.8

76.2

18.9
6.8
5.6

22.3
0.2
0.8
3.9

2.5
11.8
22.5
44.4
9.3
0.1
5.4
0.1
1.2

4.4
10.4
22.0
16.1
0.4
4.1

7.0

1.1
4.9
23.1

19.6

Other income
Gjensidige Bank ASA (owned by Gjensidige Bank Holding AS)
Total

53.1
1.7

Paid claims, reinsurers' share
Fair Forsikring A/S including subsidiaries

Commissions
Gjensidige Investeringsrådgivning ASA (owned by Gjensidige Pensjon og Sparing Holding AS)
Gjensidige Pensjonsforsikring AS (owned by Gjensidige Pensjon og Sparing Holding AS)
Gjensidige Bank ASA (owned by Gjensidige Bank Holding AS)

Expense

0.1
58.0
12.0
8.3
0.1
0.3

Gross paid claims
Fair Forsikring A/S including subsidiaries
Gjensidige Baltic
Tennant Forsikring NUF (branch of Tennant Försäkringsaktiebolag AB)

Change in gross provision for claims
Fair Forsikring A/S including subsidiaries
Gjensidige Baltic
Tennant Försäkringsaktiebolag AB (owned by Tennant Holding AB)
Tennant Forsikring NUF (branch of Tennant Försäkringsaktiebolag AB)

Income

5.6
314.2

127.2

459.5

55.1

This is gjensidige

22 – RELATED PARTY TRANSACTIONS (Cont.)
Group contributions and dividends
The table below shows a summary of contributions and dividend received/given from/to subsidiaries.
2009
Received

NOK million

2008
Received

75.2
44.9
74.0
18.1
0.1
73.2

Given
66.9
52.1
82.0

1,079.5
0.4
146.5

Operations

Group contributions
Gjensidige Pensjonsforsikring AS (owned by Gjensidige Pensjon og Sparing Holding AS)
Gjensidige Investeringsrådgivning ASA (owned by Gjensidige Pensjon og Sparing Holding AS)
Gjensidige Bank ASA (owned by Gjensidige Bank Holding AS)
Glitne Invest AS
Gjensidige Norge AS
Oslo Areal AS
Strandtorget Eiendom AS
Tennant Försäkringsaktiebolag AB

Given

0.1
41.6

Dividends
Oslo Areal AS
Fair Forsikring A/S including subsidiaries
Gjensidige NOR Forsikring Eiendom AS (liquidation dividend)

176.3
0.2

Total group contributions and dividends

309.5

119.9

194.2

1,346.3

201.0

Purchase and sale of assets

Intercompany
The table below shows a summary of receivables/liabilities from/to subsidiaries, associates and related parties.
NOK million

12.7
3.8
0.1
5.3
(0.2)
10.0
9.5
17.9
1.6
73.2
38.7
41.2
7.4
1.6
222.7

Total intercompany

75.2
44.9

214.0
6.9
1.0
0.4
2.0
1.9
6.4
2.8
1,079.5
4.7
0.2
146.5

90.1
0.3
24.9

1,466.1

319.1

66.9
51.2

3.7

2.8
0.9
15.9
213.7
165.2

222.7

82.0

378.9

170.5
1,466.1

489.6

Results

Co-operating companies 1 and other related parties
Fire Mutuals

74.0

           2008
Receivables Liabilities

Governance

Within the Group
Fair Forsikring A/S including subsidiaries
Gjensidige Baltic
Gjensidige Sverige AB
Gjensidige Norge AS
Gjensidige Bank ASA (owned by Gjensidige Bank Holding AS)
Gjensidige Pensjon og Sparing Holding AS
Gjensidige Pensjonsforsikring AS (owned by Gjensidige Pensjon og Sparing Holding AS)
Gjensidige Investeringsrådgivning ASA (owned by Gjensidige Pensjon og Sparing Holding AS)
Glitne Invest AS
Hjelp 24 Glitne AS (owned by Glitne Invest AS)
Glitne Oppgjørssentral AS (owned by Glitne Invest AS)
Oslo Areal AS
Tennant Holding AB
Tennant Försäkringsaktiebolag AB (owned by Tennant Holding AB)
KommuneForsikring NUF (branch of KommuneForsikring AS, owned by Fair Forsikring A/S)
Tennant Assurance AB (owned by Tennant Försäkringsaktiebolag AB)
Tennant Forsikring NUF (branch of Tennant Försäkringsaktiebolag AB)
Total intercompany within the Group (due for payment in less than one year)

          2009
Receivables Liabilities

Perspective

On 1 October 2009 the Swedish branch of Gjensidige Forsikring aquired the private and commercial portfolios of Tennant Försäkringsaktiebolag AB. The purchase
price was SEK 197.5 million. There were no purchases or sales of assets within the Group in 2008.

Co-operating companies are defined as companies with which Gjensidige Forsikring has entered into a long-term strategic alliance.

1  

Guarantees

Gjensidige Forsikring is responsible externally for any insurance claim arising from the cooperating mutual fire insurers’ fire insurance business, see
note 21.
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23 – EVENTS AFTER THE BALANCE SHEET DATE
On March 8, 2010, Gjensidige entered into an agreement to purchase
Nykredit Forsikring A/S (Nykredit Forsikring) for DKK 2.5 billion. The
acquisition will strengthen Gjensidige’s competitive ability in the Danish
marketplace, as well as contribute to additional cost synergies through
economies of scale. At the same time, Gjensidige and Nykredit entered
into a long-term strategic partnership enabling the Nykredit Group to
sell and distribute Gjensidige’s general insurance products in the Danish
market. Nykredit is one of the largest players in the Danish financial
marketplace, with operations within banking, insurance, pensions and

real estate. The group possesses a considerable distribution network, including 70 offices and two real estate agents with a total of 310 offices.
January 2010 has been abnormally cold, and this has entailed a greater
number of losses than normal. This makes it natural to consider price
measures.
Beyond that, no significant events have occurred after the balance
sheet date.

24 – CAPITAL RATIO
NOK million
Equity
Effect of adm.prov., guarantee scheme prov. and Natural perils fund prov.
Goodwill
Deferred tax assets
Other intangible assets
Investment properties, unrealised gains, proportion
Reinsurance provision, minimum requirement
Actuarial losses on defined benefit plans, proportion
Primary capital

15,305.5
125.2
125.2

141.1
141.1

Primary capital
Primary capital in other financial institutions
Net primary capital (A)

15,430.7
(108.6)
15,322.1

13,879.7

Assets with 0 % risk weight
Assets with 10 % risk weight
Assets with 20 % risk weight
Assets with 35 % risk weight
Assets with 50 % risk weight
Assets with 100 % risk weight
Assets with 150 % risk weight

4,851.3
150.6
16,603.7
2.5
1,488.6
28,399.1
69.0

6,005.2
387.4
14,521.4
4.2
290.2
26,819.8
100.7

152.0
16.4
235.2
166.9

16.9
441.4
204.7
(6.4)
222.4

Total assets

52,135.1

49,007.8

Assets with 0 % risk weight
Assets with 10 % risk weight
Assets with 20 % risk weight
Assets with 35 % risk weight
Assets with 50 % risk weight
Assets with 100 % risk weight
Assets with 150 % risk weight
Total risk weighted assets

0.0
15.1
3,320.7
0.9
744.3
28,399.1
103.5
32,583.6

0.0
38.7
2,904.3
1.5
145.1
26,819.8
151.1
30,060.4

32.8
(108.6)

43.0

Other non-weighted assets
Goodwill
Deferred tax assets
Intangible assets
Loss provisions
Derivatives

Weighted reinvestment cost derivatives
Primary capital in other financial institutions
Loss provisions
Risk weighted calculation base (B)
Capital ratio (A/B)
FSAN minimum requirement
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19,959.3
(3,966.6)
(152.0)
(16.4)
(235.2)
(278.1)
(5.6)

Restated
2008
18,352.3
(3,827.2)
(16.9)
(441.4)
(204.7)
(313.5)
(5.5)
195.5
13,738.6

45 % of investment properties, unrealised gains, proportion
Additional capital
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2009

13,879.7

(6.4)
32,507.8
47.1 %
8.0 %

30,097.0
46.1 %
8.0 %

NOK million

2009

Restated
2008

15,322.1
1,207.5
597.5
17,127.0

13,879.7
(141.1)
1,108.0
562.7
15,409.3

Solvency margin minimum requirement
In excess of requirement
Solvency margin capital in per cent of requirement

2,399.3
14,727.7
713.8 %

2,399.3
13,010.0
642.2 %

26 – RESTRICTED FUNDS
NOK million
Restricted bank deposits
Source-deductible tax accounts
Securities placed as security for insurance operations
Total

2009

2008

57.6
14.8
72.4

59.4
17.6
77.0

Operations

Net primary capital
Deduction according to legal requirements
Proportion of security provision
Proportion of Natural perils fund (up to 25 % of the Natural perils fund is included)
Solvency margin capital

This is gjensidige

25 – SOLVENCY MARGIN

Perspective
Governance

Results
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27 – CHANGE IN ACCOUNTING POLICy AND RESTATING OF TAX FOR 2008
As from 1 January 2009 the company has changed accounting for shares in
subsidiaries and associates from the equity method to cost, and reclassified accrued dividend for 2007 from equity to liability.
During the work on the tax note for 2009, it was discovered that the basis for
the tax note in 2008 was incomplete, which resulted in significant differences
between the tax note and tax papers submitted for 2008. In accordance with

IAS 8, this error in 2008 is corrected retrospectively by restating the comparative figures.
Change in accounting policy, reclassification of accrued dividend and restating
of tax has resulted in the following corrections of affected items in the financial statement.

Change in
accounting Correction
Before
policy
of tax
Restated
1.1.-31.12. 1.1.-31.12. 1.1.-31.12. 1.1.-31.12.
2008
2008
2008
2008

NOK million
Income statement
Income from investments in subsidiaries and associates
Impairment losses of investments in subsidiaries and associates
Realised gain and loss on investments
Tax expense
Profit/(loss) before components of other comprehensive income

790.3

Components of other comprehensive income
Exchange differences from foreign operations
Share of other comprehensive income according to the equity method
Tax on other comprehensive income
Comprehensive profit/(loss)

NOK million
Balance sheet
Shares in subsidiaries
Shares in associates
Fund for valuation differences
Other retained earnings
Current tax
Deferred tax liability/(asset)
Accrued dividend

Change in
accounting
Before
policy
1.1. 2008 1.1.2008
8,766.5
6.0
22.8
12,196.2
154.0
675.1

Statement of changes in equity
Profit/(loss) before components of other comprehensive income
Exchange differences from foreign operations
Share of other comprehensive income from use of the
equity method
Tax on other comprehensive income
Equity

210
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(43.6)
0.8
(22.8)
(20.0)

Accrued
dividend
1.1.2008

1,021.5

(234.1)
(234.1)

1,346.3
(29.9)
(322.9)
34.7
329.9

152.0
(95.6)
289.6
571.3

(152.0)
95.6
(165.3)
(176.9)

(234.1)

124.3
160.3

Change in
accounting Correction
Before
policy
of tax
Restated
Restated 1.1.-31.12. 1.1.-31.12. 1.1.-31.12. 1.1.-31.12.
1.1.2008
2008
2008
2008
2008
8,722.9
6.8

(1,021.5)

267.4
159.9
519.3

556.0
(29.9)
(590.3)
108.9
44.7

11,154.7
154.0
675.1
1,021.5

10,299.2
2,662.6
754.8
10,580.0
436.1
(59.9)

(125.4)
(94.5)
(754.8)
535.0

519.3
152.0

44.7
(152.0)

(95.6)

95.6

289.6
18,806.2

(165.3)
(219.8)

10,173.8
2,568.1
(234.1)
(71.4)
305.5

10,880.9
364.7
245.6

(234.1)

329.9

(234.1)

124.3
18,352.4

Gjensidige Forsikring BA, the Group and the parent company, for the
calendar year 2009 and as at 31 December 2009 (Annual Report
2009).

10 March 2010
The Board of Directors of Gjensidige Forsikring BA

	Inge K. Hansen 	Randi B. Sætershagen
	Chairman	Deputy Chairman

Per Engebreth Askildsrud

Marianne Bø Engebretsen

Gunnhild H. Andersen

Trond Vegard Andersen 	Hans-Erik F. Andersson

Karen Marie Hjelmeseter

Kjetil Kristensen 	Gunnar Mjåtvedt

Perspective

			
			

Operations

The consolidated accounts have been prepared in accordance with the
Norwegian Accounting Act, IFRS and interpretations, and additional
disclosure imposed by the Norwegian Financial Reporting Regulations
for Insurance Companies pursuant to the Accounting Act, which
should be adopted as at 31 December 2009. The annual accounts for
the parent company have been prepared in accordance Norwegian
Accounting Act and the Norwegian Financial Reporting Regulations for
Insurance Companies as at 31 December 2009. The annual report for
the group and the parent company is in accordance with the requirements of the Accounting Act and Norwegian Accounting Standard no.
16 as at 31 December 2009.

To the best of our knowledge:
• the annual accounts for 2009 for the group and the parent company have been prepared in accordance with current accounting
standards
• the information in the accounts gives a true picture of the group’s
and the parent company’s assets, liabilities and financial position
and results as a whole as at 31 December 2009
• the annual report for the group and the parent company provides a
true summary of:
– the development, results and position of the group and
	  the parent company
– the most important risk and uncertainty factors that
	  the group and parent company are currently facing.

This is gjensidige

declaration from the members
of the board of directors and the cEO

	Hans Ellef Wettre
Tor Øwre
					Helge Leiro Baastad
					CEO

Governance

Results
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auditor’s report

212
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TO THE GENERAL MEETING AND SUPERVISORY BOARD OF GJENSIDIGE FORSIKRING BA
The committee has received all documents and information requested.
The committee recommends the adoption of the accounts presented
as the annual parent company accounts and consolidated accounts of
Gjensidige Forsikring BA.

Operations

The control committee has, in accordance with its standing instructions and together with the auditor, actuary and executive vice
president group staff and general services, and chief accountant
reviewed the Board of Directors’ report and the annual accounts for
the year 2009 and the auditor’s report for Gjensidige Forsikring BA’s
parent company accounts and consolidated accounts.

This is gjensidige

Statement by the control committee

		Oslo, 11 March 2010
		
Marit Tønsberg
		Chairman
Tove Melgård 		Snorre Inge Roald

Perspective
Governance

Results
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Statement by the supervisory board
THE SUPERVISORY BOARD’S STATEMENT ON THE BOARD OF DIRECTORS’ REPORT AND
THE ANNUAL PARENT COMPANY ACCOUNTS AND CONSOLIDATED ACCOUNTS FOR
GJENSIDIGE FORSIKRING BA FOR 2009
At the meeting of 24 March 2010 the Supervisory Board reviewed the
Board of Directors’ report and the annual parent company accounts
and consolidated accounts for 2009 for Gjensidige Forsikring BA,
including the proposal for the distribution of the annual profit.
The Supervisory Board recommends that the general meeting approves the submitted company accounts as Gjensidige Forsikring BA’s
annual accounts for 2009.
The Supervisory Board recommends that the general meeting approves the distribution of the parent company’s profit before components
of comprehensive income of NOK 2.943, 6 million as proposed by the
Board of Directors:

Dividends				NOK
Transfer to equalisation fund (class I)	NOK
Transfer to other equity (class I)		NOK
Transfer to retained earnings (class II) 	NOK
Transfer to other equity (class II)		NOK

The Supervisory Board recommends that the general meeting approves
the submitted consolidated accounts as Gjensidige Forsikring’s consolidated accounts for 2009.
The Supervisory Board recommends that the general meeting approves
the Board of Directors’ report for Gjensidige Forsikring BA for 2009.

		Oslo, 24 March 2010
		
Kirsten I. Værdal
		Chairman of the Supervisary Board
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1.650,0 million
178.2 million
145.2 million
534.7 million
435.5 million

The following explanations are not meant to be technical definitions,
but to give a general and fundamental understanding of some of the
key concepts that are used in the annual report.

Combined ratio

Reinsurance
Reinsurance is a contract between an insurance company and a reinsurer, where the insurance company transfers a portion of an insurance
policy to the reinsurer. This is a method of risk moderation in order to
protect equity.

Loss ratio
The loss ratio expresses the ratio of claims incurred to the earned
premiums.

EBITA

solvency

Stands for Earnings before Interest, Taxes and Amortization. The
EBITA margin is EBITA as a percentage of the operating income. In
Gjensidige, EBITA is employed as a key figure in the health segment.

Return on equity before tax

Capital adequacy is an expression for creditworthiness and expresses
the insurance company’s ability to handle its insurance liabilities. Capital adequacy is calculated as solvency margin capital as a percentage of
solvency margin requirements. Solvency margin capital should exceed
the solvency margin requirement.

Earnings before tax as a percentage of average equity during the
period.

Solvency margin capital

Premiums and claims can be reported “net of reinsurance”; i.e. a
deduction is made for the reinsurer’s portion.

The capital that can be counted, pursuant to the regulations, as
coverage of the solvency margin requirement is called solvency margin
capital.

Solvency margin requirements
Gross premiums written

Insurance companies must meet a solvency margin requirement that
is an expression of the risk associated with the insurance liabilities.
The requirement that must be met is calculated on the basis of the
company’s insurance liabilities.

claims provisions

Underwriting

Accounting provisions that cover unearned premiums that have fallen due, claims that are expected to be incurred and expected costs
related to closure of claims incurred.

Underwriting is the risk and price assessment that is made when drawing up an insurance contract. The underwriting profit is the earnings
of the insurance operations and does not include the earnings from
financial investments.

IFRS
Stands for International Financial Reporting Standards and is an international accounting standard that is in effect in the EEA. Gjensidige
has reported its consolidated accounts in accordance with IFRS since
2007.

Governance

Gross premiums written include the amounts the Company has
received or is owed as payment for insurance contracts where the
insurance period has started.

Perspective

Net of reinsurance

Operations

Combined Ratio (CR) is a key figure in the insurance sector and shows
the ratio of costs (both claims incurred and operating expenses) to
earned premiums in the general insurance operations. The combined
ratio is equal to the sum of the loss ratio and the cost ratio.

This is gjensidige

Glossary

Cost ratio
Expresses the ratio of the total insurance-related operating expenses
to the earned premiums.

Earned premiums

Results

The sum of premiums from all insurance contracts in a given period
(the consideration period). If the contract period for an insurance
policy deviates from the consideration period, only the portion of the
premium that coincides with the consideration period will be included.
Earned premiums are calculated on the basis of the date when the
premium is recognised as earned in the income statement, regardless
of when the premium is paid.
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