TRYGD

Halvarsfrasggn

Interim Report
H1 2015

31. august 2015

P/F Trygd Tryggingarfelag

Husaggta 3
FO-100 Torshavn



TRYGD

Innihaldsyvirlit / Contents

Leidslufragreiding 3
- Marknadurin 4
- Menning felagsins 5
- Vadastyring 6
- Eginpeningur og gjaldfari felagsins 10
- Utlit fyri seinna halvar 2015 10
- Grundarlagio undir halvarsfrasggnini 11
- Adrar upplysningar 11
Management’s Report 12
- The Market 13
- Company Developments 14
- Risk Management 15
- The company’s capital structure and solvency 19
- Outlook for the remaining of 2015 19
- Basis of preparation of the H1 Financial Statements 20
- Other information 20
Gongdin seinastu 5 arini / 5-year financial highlights 21
Rakstrarurslit / Income statement 22
Figgjarstgda / Balance sheet 23
Skuld / Equity and liabilities 24
Leidsluatekning / Statement by the management 25




TRYGD

Gd6da gongdin heldur fram

Seinastu arini hevur tad eydnast Trygd at gkja munandi um nggdina av kundum og tryggingum og
hevur felagio harvido dhaldandi styrkt sina stadu & faroyska tryggingarmarknadinum. Hendan sama
g6da gongdin helt fram i fyrra halvario. Sostatt hevur felagido sidani 2013, megna at gkt um egna
nggd av tryggingum vié uml. 15-20% hvat tal av tryggingum vidvikur, og fegnast nevnd og leidsla

um tad.

Hdbast godu gongdina, hevur fyrra halvar 2015 eisini havt négvar midal storar skadar vid seer, og

hevur hetta avirka Urslitio.

Fyrra halvar i 2015 hevdi Trygd 0,6 mio. kr. i yvirskoti &drenn skatt. | mun til 2014, ta Grslitid fyrra
halvar var 4,6 mié. kr. &drenn skatt, er talan um eina minking a 4,0 mio. kr. Halvarliga uarslitio eftir

skatt er 0,5 mid. kr., i mun til kr. 3,8 mié. fyrra halvar 2014.

Skadagongdin hevur verid nakad verrid i fyrru halvu av 2015 i mun til sama tidarskeid i 2014, og
eru endurgjgldini eisini haegri enn vaentad. Talan er baedi um einstakar starri skadar, so sum starri

eld skadar & hus, og sum heild starri og dyrari skadar enn sama tidarskeid i fjar.

Bruttoinntgkurnar fra tryggingargjgldum haekkadu kr. 2,3 mié. fyrra halvar 2015 og véru til samans
kr. 44,2 mié., i mun til kr. 41,9 fyrra halvar 2014. Heekkingin er 5,3% og stavar serliga fra gktari
tilgongd av kundum og polisum.

Inntgkurnar fra tryggingargjeldum fyri egna rokning haekkadu vid kr. 2,1 mi6. Haekkingin er 5,3%

samanborid vid sama tidarskeio i fjar.

Til samans voéru bruttoskadaendurgjgldini kr. 30,7 mid. fyrra halvar 2015. Til samanberingar voru

hesar Gtreidslur kr. 27,8 mié. fyrra halvar 2014.

Bruttoskadaprosentid, id er 69,7 verdur hildid at vera i heegra lagid fyri fyrra halvar i 2015.
Skadaprosentid var 66,3 fyrra halvar i 2014. Endurgjaldsburturleggingarnar fyri egna rokning voéru
kr. 41,2 mi6. medio 2015. Hetta kr. 2,1 midé. lsegri enn sama tidarskeid i fjar, ta

endurgjaldsburturleggingarnar voru kr. 43,3 mio.

Tryggingartekniska arslitid var kr. 1,0 mi6. fyrra halvar i 2015 samanborid vid kr. 2,4 mid. somu tid i

2014. Tryggingartekniska urslitid verdur ikki hildid at vera ngktandi.
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Rakstrarkostnadurin i 2015 hevur verid eitt sindur haegri enn i 2014 og fylgir veel rakstraraetlanini.

Orsgkin til haegra kostnadin er serliga haegri kostnadur i sambandi vid sglu.
Rakstarkostnadurin verdur hildin at vera a ngktandi stgdi.

Trygd hevur gjart broytingar i endurtryggingarskranni fyri 2015 i mun til 2014. | hgvudsheitum

snugva broytingarnar seg um at minka um vadan fyri stgrri tapum.

Figgjarligu inntgkurnar fyrra halvar i 2015 véru -0,3 mié. kr. Sama tidarskeid i 2014 voru teer slakar
2,2 mib. kr. Négv Orégv hevur verid & figgjarmarknadunum fyrra halvar, og eru leegri kursir a
lansbreevamarknadunum  hgvudsatvold  til  inntgkuleekkingina.  Felagid  nytir  varligar
ilsgumannagongdir og setir ti meginpartin av ilggufeenum i lansbrgv og restina i vanlig

avtaluinnlan. Ongar ilagur i partabrgv eru i fyrra halvario 2015.
Skatturin av halvérliga drslitinum fyri 2015 verdur roknadur til 0,1 mid. kr.
Til samans hevur Trygd rentad eginpening sin 0,8 prosent fyrra halvar i 2015.

Leidslan er veel nggd vid gongdina i felagnum sum heild, héast urslitio fyri fyrra halvar ikki hevur

verio ngktandi.

Marknadurin

Storar rembingar hava verid a faroyska tryggingarmarknadinum seinastu arini og er talan um stoéra
kapping. 1. juli 2013 leekkadu tryggingargjeldini vid 20% fyri avisar privatar tryggingar og vard hetta

mett at kosta felagnum uml. 11 — 12 mio. kr.

Leekkingin hevur sjalvsagt avirka gongdina hja felagnum. Trygd hevur t6 megnad at gkt munandi
um sin marknadarlut innan privatar tryggingar seinastu arini. Sostatt hevur felagid megna at gkt um
egna nggd av tryggingum vid uml. 15-20% hvat tal av tryggingum vidvikur, og eru inntgkurnar av

tryggingargjgldum komnar uppa sama st@di, sum adrenn laekkingina.

A vinnumarknadinum er gongdin eisini jalig, og arbeidir Trygd midvist vid at menna vinnugkid enn

meira.
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At gongdin i samfelagnum hevur peikad reetta vegin avirkar eisini tryggingarvirksemi. Serliga eru

tad mongu nyggju bilarnir, id eru seldir seinastu arini, id eru vid til at gkja um tryggingarinntgkurnar.

Utlendska avirkanin a feroyska tryggingarmarknadin hevur verid nakad avmarkad, sidani

marknadurin bleiv latin upp fyri islendskum og donskum felggum 1. september 2010.

Sidani tryggingarmeklarar byrjadu at virka & fgroyska marknadinum, er t6 nakad tryggja uttanlands,
hdast hetta er avmarkad samanborid vid samlada faroyska marknadin.

Légarbroytingin frd 2010 hevdi eisini vid seer, at faroysk tryggingarfelag kunnu selja tryggingar og
tryggingarteenastur i Danmark.

I Iztuni hevur Trygd t6 ongar itgkiligar aetlanir um at virka i Danmark i 2015.

Bruttoinntgkurnar fra tryggingargjgldum eru allar forvunnar i Fgroyum.

Menning felagsins

Trygd arbeidir alsamt vid at menna og vardveita kappingarfart tryggingarvirksemi, og harvid tryggja

vidskiftafélkunum eina géda teenastu.

Felagio roynir at hava Utreidslurnar a radiligum stigi, og starvsfolkini verda alsamt ment og Gtblgvin
til at geva vidskiftafélkunum bestu radgeving og teenastu, id kann vera vid til at tryggja, at felagid
mennist. Tydningarmikil partur av hugtaki okkara er, at vidskiftafélkini framhaldandi fara at hava alit
a okkum, og at vit tryggja géda kapping a skadatryggingarmarknadinum, uttan at dygdin skal minka
fyri tad.

Leidslan heldur, at Trygd hevur géda st@du a faroyska tryggingarmarknadinum.

Fyrra halvar i 2015 véru i midal 25 heiltidarsterv i Trygd. Sama tidarskeid i fjgr voru tey eisini 25.
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Vadastyring

Vadastyring er ein umradandi partur av virkseminum hja Trygd. T4 id vidskiftafélk velja at tryggja
seg hja Trygd, gera tey hetta i ti tragv, at Trygd styrir sinum vada, soleidis at felagid til eina og
hvgrja tid er fart fyri at halda sinar skyldur.

Nevndin i Trygd stendur inni fyri, at felagid hevur eitt ngktandi figgjarligt grundarlag, og hevur
innanhysis mannagongdir fyri vadaasetingar og vadastyring, soleidis at tryggingarvirksemid fer

fram a einum ngktandi figgjarligum grundarlagi i mun til vadan.

Fyri at fylgja hesum krgvum verda politikkir og mannagongdir leypandi dagferd, samstundis sum

atrokningar leggja fast innanhysis kapitaltarvin.

Vadin hja Trygd er grundadur a politikkir, mannagongdir og vadaasetingar, sum regluliga verda

dagferd og g6dkend av nevnd felagsins.

Fyri virksemi hja Trygd eru tad serliga tryggingarvddin og rakstrarligi vadin, sum eru stgrstu
vadarnir, medan eitt na ilgguvddin ma sigast at vera lutfalsliga litil, orsakad av varna

ilagupolitikkinum hja Trygd.

Tryggingarvadi

Tryggingarvadin er ein samanseting av vadanum i sambandi vid prisaseting av tryggingunum og

tryggingarligu avsetingunum.

Prisasetanin er bygd & tariffir, sum eru grundadar & baedi sggulig hagtal og metta vadanum.
Skadaavsetingarnar verda gjgrdar ut fra upplysingum fra einstgku malunum. Um so at siga eingir
upplysingar eru tegkir, verda standard avsetingar gjgrdar, id eru roknadar sum

midalskadaendurgjald pr. skada pr. ar innanfyri einstgku tryggingarbdélkarnar.

Starstu vadarnir eru, at ov litid kann verda uppkravt i tryggingargjaldi, og at ov litid verdur sett av
til skadar.
Trygd eftirkannar leypandi teer innteknadu tryggingarnar og endurmetir hesar i mun til inntekningar-

og endurtryggingarpolitikk og asettan kapitaltarv.
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Umframt teer leypandi eftirkanningarnar av lgnseminum av teknadum tryggingum, verdur framd ein
leypandi meting av burturleggingum, sum skulu fevna um enn ikki frabodadar skadahendingar,
sum longu eru fevndar av innteknadum tryggingum. Her inngongur somuleidis ein meting av

kreditt-vadanum i sambandi vid 4goda fyri tryggingargjald.

Tryggingarteknisku avsetingarnar til at dekka framtidar gjaldingar til frAbodadar skadar, verda
framdar vid gjggnumgongd av hvgrjum einstgkum skada, supplerad vid gjggnumgongd av
sgguligum hagtglum.

Endurtryggingarnar hja Trygd métsvara einum lggdum endurtryggingarpolitikki, sum tryggjar, at
starri nattarufyribrigdi og starri einkultskadar ikki fara at forda Trygd i at halda sinar skyldir.

Fyri at minka um mgguligan vada upp & endurtryggjarar nytir Trygd bert endurtryggjarar, sum eru
figgjarliga veel grundadir ella hava ngktandi altjoda rating.

lleguvasi

Trygd hevur ein varnan ilagupolitikk.

Ein munandi partur av figgjarligu ognunum hja Trygd er settur i stats- og realkredittlansbrav,

medan restin er sett sum bankainnistandandi.
Felagid hevur ongar ilggur i partabravum.

Trygd hevur ongan gjaldoyravada.

Strategiskur vadi

Tann strategiski vaoin verdur styrdur vid, at nevndin leypandi leggur karmar fyri ti strategiska
arbeidinum hja leidsluni, og at tad leypandi verdur fylgt upp hesum vidvikjandi. Partur av
strategisku styringini er at fylgja veel vid gongdini i umverdini, kappingarstaduni og

[6ggavukarmunum.
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Rakstrarligur vadi

Tann rakstrarligi (operationelli) vadin er vandin fyri beinleidis og 6beinleidis tapi stavandi fra
oneyvum ella skeivum innanhysis mannagongdum, starvsfolkum, skipanum ella uttanifra komandi
hendingum. Vaain fyri slikum vandum inngongur eisini i utrokningunum av innanhysis solvenstgarvi

felagsins.

Trygd fylgir neyvt teimum vidtiknu politikkunum og mannagongdunum, sum eisini fevna um IT-

trygdarfyriskipanir.

Vandin vid innrokning og metingum eru fylgjandi:
Metingin av avsetingum upp a tryggingaravtalur, sum eru teer mest avgerandi roknskaparligu

avbjodingarnar, ti fleiri 6tryggleikar kunnu verda knyttar at avsetingunum av hesum.

Skadaavsetingar verda gjgrdar vid metingum av hvegrjum einstgkum mali, eins og vid
hagfrgdisligum utrokningum yvir framtidar gjgld og umsiting av endurgjaldsskyldum av somu

malum.

Framskrivingarnar verda framdar vid grundarlagi i stadfestum royndum hja Trygd, hvat vidvikur
sgguligu gongdini, gjaldsmynstri, tid, sum gongur, til skadin verdur frabodadur, tidini til

skadavidgerdina og gdrum vidurskiftum, sum kunnu hava avirkan a skadaavsetingina i framtidini.

Skadaavsetingarnar eru iroknadar eina avseting fyri skadar, sum eru hendir, men enn ikki

frAbodadir (IBNR avsetingar).

Skadaavsetingarnar fevna somuleidis um beinleidis og 6beinleidis skadavidgerdarkostnadir til at
gera skadar upp, sum eru ikomnir av umstgdum, sum eru hendar adrenn roknskaparlok, men sum

ikki eru frAbodadar felagnum.

Solvensur og Individuelli solvenstgrvurin

Solvensurin i P/F Trygd verdur uppgjerdur i upphaeddum, har basiskapitalurin verdur mettur i mun
til kapitalkravid. Kapitalkravio er stgrra upphaeddin av solvenskravinum sambaert Tryggingarlogini §

81, stk. 2 nr. 1-4, og minsta kapitalkravinum sambaert Tryggingarldgini § 81, stk. 2 nr. 5-8.
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Uppgerd av solvensi i P/F Trygd pr. 30.06.2015 i DKK 1.000.

Uppgerd av solvensi Uppheedd

Solvenskravid 18.913
Minsta kapitalkravid 26.111
Basiskapitalur 63.652
Solvensur 2.4

I sambandi vid uppgerd av individuellum solvenstgarvi nytir P/F Trygd eina skipan, sum tekur stgdi i
QIS fra EIOPA. Mett verdur, at skipanin er ngktandi til at rokna Gt individuella solvenstarvin hja P/F
Trygd.

P/F Trygd heldur eisini eitt vakid eyga vid altjoda gongdini i Solvency Il, sum eftirlitsmyndugleikin i
Evropa, EIOPA, stendur fyri.

Vadarnir hja P/F Trygd, sambeert omanfyri nevndu uppgerd, av individuella
solvenstgrvi verda bolkadir i

* Tryggingarvada

» Marknadarvada

» Métpartsvada/Kredittvada

* Rakstrarvada/Operationellan vada

T& endaligi kapitaltgrvurin verdur atroknadur, verdur atlit tikid til diversifikationsvirknad innanfyri og

millum ymsu vadarnar.

Individuellur solvenstarvur i P/F Trygd pr. 30.06.2015 i DKK 1.000.

Uppgerd av individuellum solvensitgrvi Upphaadd
Tryggingarvadi 35.070
Marknadarvaoi 1.405
Métpartsvadi/Kredittvadi 0.325
Operationellur vadi og adrir vddar 1.794
Stedd & virksemi 500
VAaoi uttanifra 3.500
Diversifikationsvirknadur -1.188
Individuellur solvenstarvur 41.406
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Eftirlit

Fyri at avmarka ymsu vadarnar, hevur Trygd regluligt eftirlit vid, at mannagongdir og leidreglur
verda fylgdar. Eftirlitid kann skipast i fleiri lag.

Dagliga eftirlitio vid, at starvsfélk fylgja asettu mannagongdunum og leidreglunum, verdur framt av

avvarandi leidara og abyrgdarperséni fyri ymsu gkini i felagnum.
Eftirlitio vid, at Trygd heldur &settu I6gir og kunngerdir, og annars sum heild hevur neydugu
mannagongdirnar og leidreglurnar tgkar og dagfagrdar, verour framt av Compliance funktionini hja

Trygd.

Harumframt hevur innanhysis grannskodanin eisini javnan eftirlit og fylgir veel vid i hvarjar

mannagongdir og leidreglur eiga at vera til taks og hvgrjar eiga at verda dagferdar.

Allar tydandi leidreglur og mannagongdir verda i minsta lagi dagfardar einaferd arliga.

Eginpeningur og gjaldferi felagsins

Tann 30. juni i 2015 var eginognin 63,7 mid. kr.

Partapeningin, id er 40 mid. kr., eigur Pf. BankNordik.

Trygd hevur gjggnum &rid 2015 latid inn uppgerdir um innanhysis solvens til Tryggingareftirlitio.
Uppgerdin um innanhysis solvens, id er neydugur fyri virksemi felagsins, er munandi leegri enn
bokada eginogn felagsins.

Kravid pr. 30.06.2015 var 41,4 mid. kr, medan bbékada eginognin var 63,7 mid. kr.

Hetta visir, at solvensurin er lutfalsliga gédur.

Utlit fyri seinna halvar 2015

Leidslan veentar ikki, at umsetningurin verdur broyttur storvegis seinna halvar i 2015.

10
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Harda kappingin millum tryggingarfelagini um prisir og treytir fer 6iva at halda fram.
Felagid metir, at nettourslitio fyri alt &rid 2015 verdur um 6-8 mid. kr.
At eginogn felagsins 30. juni i 2015 var 63,7 mio. kr. verdur hildid at vera ngktandi fyri virksemid

hja Trygd i 2015.

Grundarlagio undir halvarsfragreidingini

Roknskapurin er gjgrdur sambeert kunngerd nr. 2 fra 30. desember 2009 um arsfrasagnir hja
tryggingarfelagum og haldfelagsskapum.

Nytti roknskaphatturin, i® vard lystur undir brotinum um roknskaparhaettir i arsfragreidingini fyri

2014, er Gbroyttur.

Adrar upplysingar

Tad eru ikki farnar fram hendingar sidan 30. juni 2015, sum hava avgerandi avirkan a felagsins

rakstur og figgjarligu stadu.

11
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Continuous growth

In the last few years, Trygd has managed to significantly increase the volume of policies and

customers, thus continually strengthening its position on the Faroese insurance market.

This healthy development continued in the first half of 2015. Since 2013, Trygd has succeeded in

increasing its own share of policies with around 15-20%, which the management is pleased with.

Despite the good development, the first half year of 2015 also brought with it a great number of

medium sized claims, which affected the H1 result.

Trygd reported a pre-tax profit of DKK 0.6m in H1 2015. This is a decrease of DKK 4.0m compared
to 2014 when the profit was DKK 4.6m in the H1 period. The profit after tax was DKK 0.5m in H1
2015, against DKK 3.8m in H1 2014.

The claims expenses were somewhat higher in HL 2015 compared to H1 2014. Partly, this is
because of a few large claims, such as housefires, but also in general, there have been more

claims than the previous year.

Gross premium income increased by DKK 2.3m in H1 2015 and amounted to DKK 44.2m. This is a
5.3 % increase from H1 last year and stems primarily from the addition of customers and policies.

Premium income net of reinsurance increased by DKK 2.1m in H1 2015, a 5.3% increase

compared to the same period in 2014.

Claims incurred, net of reinsurance, totalled DKK 30.7m in H1 2015 compared to DKK 27.8m in the

same period in 2014.
The H1 2015 claims ratio of 69.7 is considered to be high. The H1 2014 claims ratio was 66.3.
Provisions for claims, net of reinsurance, amounted to DKK 41,2m at 30 June 2015. This is DKK

2.1m less than the DKK43.3m in June 2014.

The technical result was DKK 1.0m in H1 2015 compared with DKK 2.4m in the same period in
2014.

The technical result is not considered to be satisfactory.

12
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Operating costs have been a bit higher in 2015 compared to 2014 and follows the operating

budget. The increase in expenses is primarily a consequence of increased salesexpenses.
Operating costs are thought to be at an acceptable level.

Trygd has made some changes in the reinsurance program for 2015 compared to 2014. The
changes have been made to futher reduce the risk for large losses.

Financial income amounted to DKK -0.3m in H1 2015 against DKK 2.2m in H1 2014. The financial
markets have been somewhat unstable in H1 2015, and lower bond interest rate levels are the

main reason for the decrease in financial income.

The company pursues a prudent investment policy, according to which most of the investable
funds are placed in bonds and the rest as fixed term deposits. The company held no equity

investments in 2015.
Tax on the income for the first half year has been calculated at DKK 0.1m.
Overall, Trygd generated a return on equity of 0.8 % in H1 2015.

The management is pleased with the growth in income and the development of the company in

geleral, but does not consider the H1 results to be good enough.

The Market

The Faroese marked has changed a lot during the last few years, with stern competition.
On the 1. Juli 2013, the premiums for individual insurances were reduced by 20%. The costs were
expected to be aprox. DKK 11 — 12 mio.

The reduction has ofcourse affected Trygds results. However, during the last three years, Trygd
has managed to increase its marketshare within insurances to individuals by 15-20%, considering
the amount of policies. As a result, the premium income level has now reached the same level as

before the reduction.

13
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Regarding the corporate market, the development is positive as well and Trygd is consistently

focusing on developing this area and wants to grow in this market in the future.

The general positive development in the Faroese economy affects the insurance industry as well.
This is best shown in the number of new cars sold during the last 3 years, which again affects

Trygds income in a positive way.

The influence of foreign insurance companies on the Faroese insurance market has been
insignificant, since the market was made available to Icelandic, and later on, Danish insurance

companies in September 2010.

Since insurance brokers were permitted to work in the Faroese market, some risks have been

insured abroad, but all in all the influence has been relatively low.

The change of law also made it possible for Faroese insurance companies to sell insurance

products and services in Denmark.

At the moment though, Trygd has no current plans to launch business operations in Denmark in
2015.

All gross premiums were earned in the Faroe Islands.

Company developments

Trygd continuously works to develop and maintain a competitive insurance business, thus securing

the customers a good service.

The company focuses on maintaining costs at a reasonable level and on keeping the qualifications
of our employees up to date, enabling them to advise and serve our customers in the best possible
way in order to generate solid and healthy growth rates for the company. An important aspect of
our concept is to maintain our customers' trust and ensure healthy competition in the non-life

insurance market without compromising quality.

Management believes that Trygd holds a sound business position in the Faroese insurance

market.

14
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In H1 2015, Trygd had an average of 25 employees (fulltime equivalent), compared to 25

employees in the same period in 2014,

Risk Management

Risk management is a fundamental part of Trygd’s business. When customers choose to insure
themselves at Trygd, they do so in the belief that Trygd manages its risks in a way that the

company at all times can meet its obligations.

Trygd's Board of Directors must ensure that the company has an adequate capital base and have
internal procedures for risk measurement and risk management for ongoing assessment and

maintenance of a capital base of a size and distribution, which is adequate to cover its risks.

To meet these demands there will be a continual updating of company policies and procedures,
combined with calculations that derive individual capital needs.

Trygd'’s risk is based on a number of policies, procedures and risk assessments, which is regularly

reviewed and approved by the Board.

For Trygd’s business it is especially the insurance risk and the operational risk that form the

biggest risks for the company. The investment risk is minimal due to Trygd’s prudent investment

policy.

Insurance risk

The insurance risk is a combination of the risk of pricing the insurances, claims provisions, and the

reinsurance programs.

The insurance premiums are built upon tariffs that are founded on historical statistics and

estimated risks.

15
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The claims provisions are calculated on an individual basis from the information of individual cases
and claims. If little or no information is known, standard provision are used, calculated as average

compensation per claim per year within the individual insurance groups.

The biggest risks are that the premiums are too low, too little is set aside for claims, or that the
reinsurance coverage is inadequate. Trygd continually monitors the progress of the accepted
insurances and assesses them according to the established acceptance, reinsurance and capital

policy.

Besides the continuous monitoring of profitability for accepted risks, there is an on-going
assessment of the provisions to cover not yet reported claims, which are covered by the insurance

terms. It also includes an assessment of credit risk associated with outstanding premiums.

The technical provisions to cover future payments for claims incurred, reside from an individual
assessment of each known claim, supplemented by statistical analysis. Trygd’s reinsurance policy
is translated into a reinsurance program that ensures that major natural events and major
individual claims do not threaten Trygd to comply with its obligations.

To reduce possible credit risk, Trygd only enters into reinsurance agreements with strong

reinsurers with a good financial standing or good international rating.

Market risk

Trygd has a prudent investment policy.

A significant part of Trygd’s assets consist of governmental bonds and mortgage bonds on the

Danish financial market, and the rest is in bank deposits.
The company has no investments in stocks and shares.

Trygd has no currency risk.
Strategic risk

The strategic risk is managed by the Board, which regularly provides a framework for

management’s strategic efforts and by continuously monitoring the strategy.
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The strategic management includes continuous monitoring of the outside world, competition and

legislation.

Operational risk
Operational risk is the risk of direct or indirect loss resulting from inadequate or failed internal
processes, people, systems or external events. Risks associated with these conditions also include

the company’s solvency statement.
Trygd closely follows established policies and guidelines, including the IT- contingency plan.
Uncertainty regarding recognition and measurement consist of following measures:

The estimation of reserves for insurance contracts, the company’s most critical accounting

estimates, as many uncertainties associated with provisioning for these.

Claims outstanding, estimated using individual case-by-case evaluations and statistical projections

of the claims and administration of compensation.

Projections are based on Trygd's experience regarding the development history, payment
patterns, time to reach the damages reported, the duration of the damage assessment process
and other factors that could affect the future development of the liability.

The provision for outstanding claims includes an estimated liability for damages incurred but not

yet reported ("IBNR-provisions”).

Provisions for claims also include direct and indirect claims handling costs or expenses to calculate
the damages incurred as a result of events that have occurred up to balance sheet date, even if

they are not reported to the company.

Solvency and Individual solvency

The solvency in P/F Trygd is made up of amounts where the capital base is estimated in relation to
the capital requirement. The capital requirement is the bigger amount of the solvency requirements
in accordance to Tryggingarlégin 8 81, stk. 2 nr. 1-4, and the minimum capital requirement in

accordance to Tryggingarldgin 8 81, stk. 2 nr. 5-8.
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Solvency in P/F Trygd per 30.06.2015 in DKK 1.000.

Solvency Amount
Solvency requirement 18.913
Minimum capital requirement 26.111
Capital base 63.652
Solvency 24

In relation to the settlement of individual solvency needs, P/F Trygd uses a system that is founded
on QIS from EIOPA. The system is assessed to be sufficient to calculate the individual solvency
need for P/F Trygd.

P/F Trygd also holds a watchful eye on the international development of Solvency Il which the

supervision authority EIOPA runs.

The risks for P/F Trygd in relation to the abovementioned settlement of individual solvency needs
are grouped as following:

* Insurance risk

» Market risk

» Counterpart risk/Credit risk

* Operational risk

Individual solvency requirements for P/F Trygd per 30.06.2015 in DKK 1.000.

Individual solvency requirement Amount
Insurance risk 35.070
Market risk 1.405
Counterpart risk/Credit risk 0.325
Operational risk and other risks 1.794
Company size 500
External risks 3.500
Diversification effect -1.188
Individual solvency requirement 41.406

Procedures, guidelines and control

To limit the different risks, Trygd controls that procedures and guidelines are followed. The control

can be divided into different layers:
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The daily control that ensures that the employees follow the stipulated procedures and guidelines
is carried out by the divisional manager and the responsible employees within the different areas of

the company.

The control that ensures that Trygd has the required procedures and guidelines is carried out by

the Compliance function of Trygd’s mother company Bank Nordik.

In addition to that the internal auditors control and monitor which procedures and guidelines should
be available and which should be updated.

All significant procedures and guidelines are updated at least once a year.

The company’s capital structure and solvency

Shareholders' equity amounted to DKK 79.4m at 30 June 2015.

The share capital of DKK 40m is wholly owned by P/F BankNordik.

Trygd has through the course of 2015 submitted statements of solvency to the Insurance Authority
of the Faroe Islands. The calculated individual solvency required for the company's current

operations is substantially lower that the company's shareholders equity.

The requirement on 30 June 2015 was DKK 41.4m while the company’s shareholders’ equity was
DKK 63.7m.

This confirms the company’s relatively strong financial position.

Outlook for the remaining of 2015

Management does not anticipate a big change in revenue flows in the second half of 2015.

The fierce competition among existing providers is expected to persist with respect to prices as

well as terms and conditions.
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Trygd expects the full-year net profit to be around DKK 8-10m.

Equity of DKK 63.7m at 30 June 2015 is considered satisfactory in view of Trygd’s operations in
2015.

Basis of preparation of the H1 financial statements

The interim financial statements have been prepared in accordance with Executive Order No. 2 of
30 December 2009 on financial reports presented by insurance companies.

The accounting policies applied are set out in Annual Report 2014 and are unchanged.

Other information

No events have occurred since 31 June 2015 which are of material significance to the company’s

financial or operating position.
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Gongdin seinastu 5 arini / 5-year financial highlights

Hgvudstgl / key figures
DKK 1.000

Tryggingargjeld, brutto / Gross premiums written
Bruttoskadaendurgjgld / Gross insurance claims

30.06.2015 30.06.2014 30.06.2013 30.06.2012 30.06.2011 31.12.2014

44.169 41.936 44.569 42.538 42.012 84.673
-30.787 -27.792 -20.900 -24.919 -17.689 -49.263

Rakstraratreidslur av trygging / Total insurance operating expenses -9.642 -9.116 -9.147 -10.498 -9.354 -18.511
Urslit av endurtrygging / Profit/loss on business ceded -2.665 -2.673 -1.455 1.741 -1.832 -4.549
Tryggingartekniskt Grslit / Technical result 979 2.435 13.161 9.089 13.664 12.483
ilgguavkast eftir trygg. tekniska rentu /

Investment yield after tech. interest rate income -342 2.212 178 1.135 921 2.793
Urslit / Net profit 523 3.783 10.835 8.383 11.947 12.521
Urslit av endurgjaldsavsetingum / Run-off gains/losses 1.982 377 -1.462 -3.852 4.356 2.696

Figgjarstgda / Balance sheet

Tryggingartekniskar avseting tilsamans / Technical provisions total
Tryggingaraogn tilsamans / Total Technical assets

Eginogn tilsamans / Total Equity

Aogn tilsamans / Total Assets

Lyklatgl / Ratios

Bruttoendurgjaldsprosent / Claim ratio
Bruttokostnadarprosent / Gross expense ratio
Endurtryggingar %, netto / Net reinsurance ratio
Combined Ratio / Combined Ratio

Operating Ratio / Operating Ratio

Lutfalsligt drslit av endurgjaldsavsetingum /
Relative Run-off gains/losses
Eginognsavkast i % / Return on Equity, %
Solvensdekning / Solvency Coverage

77.185 77.087 72.465 79.475 59.311 64.469
512 1.151 2.355 10.577 951 127
63.683 79.422 98.782 97.369 97.195 88.160
158.543  174.790  192.722  193.531  173.315  175.579

69,7 66,3 46,9 58,6 42,1 58,2
21,8 21,7 20,5 24,7 22,3 21,9
6,0 6,4 3,3 -4,1 4,4 5,4
97,6 94,4 70,7 79,2 68,7 85,5
97,8 94,2 70,5 78,7 67,9 85,3
5,2 0,8 -3,7 -6,6 15,5 54
0,8 4,9 11,6 9,0 13,1 15,3
2,4 3,0 4,1 4,1 4,1 2,4

21



TRYGD

Rakstraruarslit / Income statement

DKK 1.000 30.06.2015 30.06.2014
Tryggingargjold, brutto / Gross premiums written 53.609 50.490
Latin endurtryggingargjgld / Ceded insurance premiums -3.360 -3.238
Broyting i avsetingum til tryggingargjgld / Change in gross provisions for

unearned premiums -9.440 -8.554
Broyting i endurtryggingarparti av avsetingum til tryggingargjeld /

Change in reinsurers’ share of provisions for unearned premiums 340 387
Tryggingargjold f.e.r. / Earned premiums, net of reinsurance 41.149 39.085
Tryggingarteknisk renta f.e.r. / Technical interest, net of reinsurance -95 80
Utgoldin skadagjgld, brutto / Claims paid -27.510 -33.285
Endurgoldid fra endurtryggingingini / Reinsurance recoveries 88 1.011
Broyting i avsetingum til skadagjeld / Change in gross provisions for

claims -3.277 5.493
Broyting i endurtryggingarparti av avsetingum til skadagjgld / Change in

reinsurers’ share of gross provisions for claims 45 -1.052
Skadagjold f.e.r. / Claims incurred, net of reinsurance -30.655 -27.833
Fyrisitingarutreidslur / Administrative expenses -3.503 -3.732
Tekningarutreidslur / Acquisition costs -6.140 -5.384
Provisionir fra endurtryggingum / Commission from reinsurers 223 219
Rakstrarutreidslur av trygging f.e.r / Total insurance operating expenses,

net of reinsurance -9.420 -8.896
Tryggingartekniskt arslit / Technical result 979 2.435
Inntgkur av fastari ogn / Income from real property -22 -24
Rentur og vinningsbyti v.m. / Interest and dividends, etc. 868 1.072
Virdisjavnan av ilgguognum / Value adjustments of investment assets -1.284 1.244
Inntgkur av ilgguognum / Income from investment assets -437 2.292
Flutt til tryggingartekniska rentu / Transferred to technical interest 95 -80
Urslit av ilgguvirksemi / Return on investment activities -342 2.212
Urslit undan skatti / Profit before tax 638 4.647
Skattir / Tax -115 -864
Halvarsurslit / Profit for the year 523 3.783

22



Figgjarstgda / Balance sheet

DKK 1.000

Ogn / Assets

Rakstrargggn/Operating equipment
Bygningar / Real property

Materiell ogn i alt / Total Tangible Assets

Lansbrgv / Bonds
ilgguognir i alt/ Investment assets

Endurtryggjaranna partur av avsettum

tryggingargjgldum / Reinsurers' share of provisions for unearned
premiums.

Endurtryggjaranna partur av avsetingum

til endurgjgld / Reinsurers' share of provisions for unearned claims.
Endurtryggjaranna partur av avsetingum til

tryggingaravtalur i alt / Reinsurers' share of provisions for insurance
contracts

Aogn hja tryggingartakarum / Receivables from policyholders

Aogn hjd tryggingarfelpgum / Receivables from insurance companies
Onnur dogn / Other receivables

Aogn i alt / Receivables

Utsett skattaogn / Deferred tax assets
Tokur peningur / Cash and cash equivalents
Adrar ognir i alt/ Other assets

Rentur tilgddar / Interest receivable
Adrar tidarmarkinger / Other prepayments and accrued income

Tidaravmarkingar i alt / Prepayments

Ognir tilsamans / Total assets

TRYGD

30.06.2015 30.06.2014

531
2.015
2.546

93.730
93.730

340

171

512

8.537

8.537

30
51.788
51.819

368
1.033
1.401

158.543

512
2.035
2.547

93.184
93.184

399

752

1.151

7.026
57

7.083
9
69.369
69.378
354
1.093
1.447

174.790
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Skuld / Equity and liabilities

DKK 1.000 30.06.2015 30.06.2014
Partapeningur / Share capital 40.000 40.000
Framflutt urslit / Retained earnings 23.683 39.422
Eginpeningur / Equity 63.683 79.422
Avsett til tryggingargjgld / Gross provisions for unearned premiums 35.801 33.001
Avsett til endurgjgld / Gross provisions for claims 41.385 44.086
Tryggingartekniskar avsetingari alt 77.185 77.087
Skuld
Skuld i samband vid endurtrygging / Debt related to reinsurance 279 886
Skattur / Tax 2.853 1.740
Onnur skuld / Other payables 7.923 9.002
0 0
Skuld / Total debt 11.055 11.628
Tidaravmarkingar / Accruals and deferred income 6.620 6.653
Skuld tilsamans / Total equity and liabilities 158.543 174.790

24



Leidsluatekning

Nevnd og stjorn hava i dag vidgjert og gootikid
halvarsfragreidingina hja P/F  Trygd  fyri
tidarskeidio 1. januar — 30. juni 2015.

Halvarsfragreidingin er gjgrd baedi sambeert
kunngerd nr. 2 frd 30. desembur 2009 um
figgjarligar fragreidingar hja tryggingarfelagum og
sambeert viotgkum felagsins.

Vit halda, at menningin i virkseminum og
figgjarligu vidurskiftini i P/F Trygd eru reett
eftirkannad i leidslufragreidingini, og at tydandi
vadar og Ovissuteettir, sum kunnu raka felagio,
verda lystir.

Vit halda, at tann nytti roknskaparhatturin er
héskandi, og at roknskaparligu metingarnar eru
alitandi.

Vit halda eisini, at gl framlggan av
hélvarsfragreidingini visir rgttu stgduna. Okkara
fatan er at halvarsfragreidingin gevur eina
reettvisandi mynd av ogn, og skuld, og urslitinum
av virksemi og peningarensli i P/F Trygd.

Tad er ikki framd grannskodan ella review av
halvarsfragreidingini.

Torshavn, 24. august 2015

TRYGD

Statement by the management

The Board of Directors and the Management
Board today considered and approved the interim
report of P/F Trygd for the six months ended 30
June 2015.

The interim financial statements have been
prepared in accordance with Executive Order No.
2 of 30 December 2009 on financial reports
presented by insurance companies and with the
company’s articles of association.

In our opinion, the management’s report includes
a fair review of the developments and
performance of the activities and financial position
of P/F Trygd and describes significant risks and
elements of uncertainty that it faces.

We consider the accounting policies applied to be
appropriate and the accounting estimates to be
reasonable.

Furthermore, we find the overall interim report
presentation true and fair. In our opinion, the
interim report gives a true and fair view of P/F
Trygd’s assets, liabilities, financial position, results
of operations and cash flows.

The interim report has been neither reviewed nor
audited.

Toérshavn, 24 August 2015

Stjérn / Executive Board

Janus Thomsen

Nevnd / Board of Directors

Janus Petersen
Formadur / Chairman

Jens Erik Christensen

Rune Ngrregaard
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