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The Directors present their annual report and the audited financial statements for AXA MPS Financial DAC 

(“the Company”) for the year ended 31 December 2021.  

Going Concern 

The directors have a reasonable expectation that the company will continue in operational existence for 

twelve months from the date of approval of these financial statements (‘the period of assessment’) and have 

prepared the financial statements on a going concern basis. 

In making this assessment the directors considered: 

i) the Company's capital and solvency position, including the stress testing scenarios carried out as 

part of the Own Solvency and Risk Assessment ("ORSA") process, 

ii) the impact of COVID-19 on insurance exposures, investments, and operations, 

iii) liquidity, and 

iv) the financial condition of the Company's distribution partner. 

 

Principal activities, business review and future developments 

The Company is authorised in Ireland to transact life assurance business in the European Union (“EU”) 

under the Solvency II Directive (2009/138/EC) as introduced into domestic Irish legislation by the European 

Union (Insurance and Reinsurance) Regulations 2015, effective 1 January 2016 (previously authorised 

under the European Union Third Life Directive as introduced into domestic Irish legislation by the European 

Communities (Life Assurance) Framework Regulations, 1994). 

 

The Company’s business to date has mainly been the sale of single premium investment and insurance 

products in Italy through a distribution network of banking intermediaries. 

 

During 2021, investment and insurance product sales amounted to €1,732 million (2020: €1,308 million), 

an increase of 32.4% on 2020. Gross Written Premium reported for insurance products in the statement of 

profit or loss amounts to €338 million (2020: €444 million).  

 

Total insurance claims and investment redemptions for the period amounted to €1,749 million for the year 

(2020: €1,656 million) an increase of 5.6% on 2020.  

  

Total policyholder assets under management amount to €8,504 million (2020: €8,094 million) which is an 

increase of €410 million from the previous year. Net technical operating cash flow for 2021 is negative €17 

million (2020: negative €348 million). Positive investment performance during 2021 explains the increase 

in policyholder assets. 

 

The Company generated a profit after tax of €43.5 million (2020: €41.2 million) and net assets at 31 

December 2021 amounted to €140 million (2020: €137 million).  

 

Note 26 to the financial statements on page 39 confirms that the Company had a satisfactory surplus over 

regulatory Solvency II capital requirements at the year end.  

 

During 2021 the Company continued to face a difficult external environment from the continuing low 

interest rate environment and increased competition from non-insurance mutual fund providers. Reacting 

to the current market environment the Company has strived to offer its customers appropriate products. 
Personal Style sold strongly throughout 2021 and represents 67% of total Gross Written Premium for 2021. 

Progetto Protetto sales contributed to 19% of total Gross Written Premium for 2021. The Directors are 

satisfied that the Company is well placed to continue product innovation and providing savings and 

investment life products relevant to a diverse customer market into the future. 
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Financial Risk Management Objectives 

The Directors play an active role in the development of the Company through the ongoing review and 

oversight of budgets and performance. It is the Company’s objective to achieve a satisfactory level of 

profitability for its shareholder whilst taking into account statutory, financial, fiscal and regulatory 

requirements and to meet policyholders’ reasonable expectations. At each Board meeting the Directors are 

provided with financial key performance indicators and a margin variance analysis against budget to inform 

them of the main profit drivers. The Company continues to meet policyholder needs by way of delivering a 

range of products to meet their requirements and this is reflected in the sales mix for 2021.  

The Company is exposed to a range of risks through its financial assets and its financial liabilities and also 

in relation to the accounting estimates and judgements it needs to make in the preparation of its financial 

statements and its regulatory returns. 

These risks are described below together with the risk management approaches adopted by the Company. 

Ultimate responsibility for the Company’s risk management rests with the Directors and the Board is 

supported by the operation of a number of committees that meet on a regular basis to review and monitor 

the Company’s risk exposures. A number of policy statements have been prepared and approved by the 

Directors which set out parameters and limitations to manage and limit financial risks.  

The Company has not substantially changed the approaches adopted to manage its financial risks from the 

previous accounting period. 

The Company’s approach to financial risk and capital management is set out in greater detail in note 27. 

 

Corporate governance 

As the Company has developed, the Directors have been developing the corporate governance framework 

in line with best practice, the guidance provided by the group parent and the corporate governance code 

issued by the Central Bank of Ireland. o The Company is rated a Medium Low entity according to the 

Central Bank of Ireland PRISM rating guide and the Company believes it is in compliance with the 

standards expected of a company with this rating. The Directors are aware of the critical need for effective 

corporate governance, risk management and internal controls to guide the Company’s business practices 

and activities, thereby promoting compliance with all laws and regulations and safeguarding the Company’s 

reputation. 

 

The Company has a well-established Board Audit Committee, a Board Investment Committee, a Board Risk 

Committee all of which met at least 4 times during 2021. A Board Remuneration Committee was also  well 

established. The charter for these committees is reviewed annually and the committees report back to the 

Board on all issues noted to and raised by them.  

 

Key performance indicators 

The Company tracks on a quarterly basis certain Key Performance Indicators (KPIs). These are shown 

below in €’000s. 

Premium written*   €1,732,133 (2020:  €1,308,013) 

TOCF**                   (€17,484)  (2020:   (€347,943)) 

Profit after tax                       €43,545    (2020:       €41,151) 

 

*  Premium written includes both premiums written from both Insurance and Investment products. Gross 

    written premium in the Statement of profit or loss only shows premiums written relating to Insurance  

    products 

**Technical Operating Cash Flow 
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Results for the year and state of affairs at 31 December 2021 

The results for the year are set out on page 16.  The Company’s statement of financial position is set out on 

pages 18 and 19. 

 

Dividends 

The Directors propose the payment of a dividend for 2021 of €40 million (2020: €40 million, which was 

paid in July 2021, following Central Bank of Ireland approval). 

 

Directors 

The following Directors served during the year:  
 
Damien Leroux, Chairman and Non-Executive Director 

Neil Guinan, CEO and Executive Director 

Jonathan Goold, Independent Non-Executive Director (resigned 31/08/2021) 

Seamus Hughes, Independent Non-Executive Director (resigned 31/08/2021) 

Michele Spagnuolo - Non-Executive Director 

Andrea Gavioli, Non-Executive Director  

Simone Freschi, Non-Executive Director  

Maurizio Pecora, Non-Executive Director  

John Finnegan, Independent Non-Executive Director (appointed 01/09/2021) 

Rosemary Commons, Independent Non-Executive Director (appointed 01/09/2021) 

 
 
Directors’ and secretary’s and interests 

The Directors and secretary who held office at 31 December 2021 had no interests in the shares in, or 

debentures or loan stock of, the Company or any other Group company which require disclosure under 

Section 260 of the Companies Act, 2014.  

 

Accounting records 

The Directors are satisfied that they have complied with the requirements of Section 281 to Section 285 of 

the Companies Act, 2014 with regard to keeping accounting records by employing a service provider and 

personnel within the Company with appropriate expertise and by providing adequate resources to the 

financial function and maintenance of computerised accounting systems. The accounting records of the 

Company are maintained at the premises of its service provider, Irish Progressive Services International 

Ltd, Block C, Irish Life Centre, Lower Abbey Street, Dublin 1, Ireland. 

 

Political donations 

The Company made no political donations during the year (2020: Nil). 

 

Climate change 

While the Company is not directly exposed to climate risk due to the nature of business written, there will 

be a second order impact on how policyholders choose to invest and therefore it is important to ensure that 

the fund range over time evolves to meet changing needs. “Inclusion and sustainability” is one of the pillars 

of the Company’s strategic plan, which envisages growth of ESG assets and other green initiatives. Potential 

impacts of climate change are assessed through the operational risk process, such as impact of flooding. 

 

Over time it is expected that client behaviour will gradually change towards opting for funds adhering to 

environmental, social and governance (ESG) considerations.  Fund managers within the Company’s fund 

range have policies in place outlining the ESG considerations they must take into account in selecting assets 

in which to invest. To address the expected changing client demand as a result of climate change factors  
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Climate change (continued) 

and other social and governance considerations, the Company has also introduced some funds specifically 

branded ESG, which have a particularly strong ESG approach, and it is expected that the range of ESG 

focused funds on offer will continue to increase over time.” 

 

AXA MPS Financial is a subsidiary of AXA S.A. and as such plays a full part in AXA Initiatives in respect 

to Sustainability, Climate Change and ESG Integration. For a full understanding of these initiatives please 

refer to the AXA S.A. Annual Report for 2021 (also titled Universal Registration Document 2021). There 

is a section on Sustainability (pages 169-230) with a subsection dedicated to “Climate Change and ESG 

Integration” on pages 186-210. This document is freely available online. 

 

Directors’ compliance statement 

The directors acknowledge that they are responsible for securing the Company’s compliance with its 

relevant obligations. 

 

The directors confirm that they have: 

 

• drawn up a compliance policy statement setting out the Company’s policies respecting compliance 

by the Company with its relevant obligations; 

• put in place appropriate arrangements or structures that are designed to secure material compliance 

with the Company’s relevant obligations; 

• conducted a review, during the financial year ended 31 December 2021, of the arrangements and 

structures, referred to above. 

 

Disclosure of information to auditors 

The directors in office at the date of this report have each confirmed that: 

 

• as far as he/she is aware, there is no relevant audit information of which the Company’s statutory 

auditors are unaware; and 

• he/she has taken all the steps that he/she ought to have taken as a director in order to make 

himself/herself aware of any relevant audit information and to establish that the Company’s 

statutory auditors are aware of that information. 

 

Events after the reporting period 

There have been no significant events affecting the Company since the year end which require amendment 

to the 2021 Financial Statements.  

However, the invasion of Ukraine by Russia on February 24th 2022 has led to significant volatility in 

Financial Markets during Q1 2022. Whilst there have been very limited first order impacts upon AMF there 

are potentially second order effects which will impact AMF over the coming periods. 

AMF have zero direct exposure to Ukraine or Russian Assets. Within the policyholder assets at 31/12/2021 

(upon which the policyholder bears the investment and default risk) there were assets of approximately 

€20m (0.25% of policyholder assets) of assets directly linked to Russia or Ukraine . Policyholders also have 

exposure of c€600k to the Schroders ISF Emerging Fund (upon which the policyholder bears the investment 

and default risk) which has suspended pricing. 

The management of AMF are continually monitoring events and have observed that sales year to date March 

2022 have been lower than in the previous year and this could reflect client uncertainty in the current 

environment, while increased inflation from the current energy crisis could make cost control more 

challenging. Moreover, financial volatility could negatively impact investment performances on AMF’s  
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Events after the reporting period (continued) 

assets under management. Sales, surrender behaviour and market movements are monitored on an ongoing 

basis and the company’s sensitivity to these factors are tested through the ORSA produced by AMF. 

The company has discussed the heightened cyber security risks resulting from Russia’s invasion into 

Ukraine. The situation is being monitored closely. Preventative measures are already in place, with EDR 

tools in place, close monitoring for any evidence of DDoS attacks, and close monitoring of emails for any 

suspicious activity. Staff have been reminded to be on heightened alert for suspicious emails or unusual 

activity. 

Significant business developments or other events 

Market Environment 

2021 saw the continuation of the global pandemic of the COVID-19 pandemic, which first appeared in 

China late 2019 before spreading to other countries and becoming a worldwide pandemic by March 2020.  

During 2021, governments of most major economies continued to impose confinements, quarantines, travel 

restrictions, social distancing measures. Global infections continued to grow exponentially during 2021 but 

within developed economies the hospitalisation and mortality rates reduced as the benefits of vaccination 

and improved treatment were realised along with the emergence of a more infectious but less lethal strain 

of COVID-19. The global roll out of vaccines has given developed economies confidence to gradually 

reduce the levels of restrictions imposed upon their populations and economies.  

2021 saw a continuation of the massive disruptions to global economic output, notably in the manufacturing 

sector, trade and supply chains. Whilst supply chains have not yet fully recovered, economic output has 

recovered significantly during 2021, albeit from a much-reduced 2020 base. 

Markets have remained buoyant during 2021. Central Banks have provided historic levels of liquidity to 

developed markets, providing a strong foundation for both equity and bond markets. In Europe, the ECB 

continued with the Pandemic Emergency Purchase Programme in addition to the Asset Purchase 

Programme. In the United States the Federal Reserve continued a policy of Quantitative Easing and in the 

UK the Bank of England also continued a policy of bond purchases. However, in the last two months of 

2021, several central banks announced their intention to taper bond purchases and markets began to price 

in rate rises.  

From a macro-economic standpoint many economies have significant levels of pent-up demand resulting 

from the COVID-19 restrictions and fiscal stimulus. This contrasts with the ongoing supply constraints 

resulting from the dislocations to supply chains and manufacturing capacity. This is generating significant 

inflationary pressures and increased pricing power for suppliers. The combination of strong demand and 

producer pricing power has led to positive earnings growth in many sectors, underpinning very strong equity 

performances. 

Activity and Earnings 

The Company’s sales in 1st half of 2021 started very strongly, underpinned by promotional activity on the 

Personal Style and Private Suite products. Sales in 2nd half of 2021 were lower, reflecting the end to the 

sales campaigns but were still at budgeted levels for that period. Overall sales were €1.732bn, significantly 

ahead of the 2020 sales figure of €1.308bn; budget was therefore exceeded by 32%. Sales have been very 

positive against a backdrop of continuing COVID-19 related restrictions in Italy. New ways of interacting 

with clients have returned AMF sales volumes to close to pre-pandemic levels.   

Lapses were also close to pre-pandemic levels. Rates of surrender were above budget by 15%, a reflection 

of the generally higher than expected activity levels. Death claims increased significantly during 1st half of 

2021, driven by increased mortality in older lives, and an internal AMF analysis attributes this to a 

temporary increase in mortality occasioned by COVID-19. Maturities of tranche products are now becoming 

a larger part of the overall lapse total.  
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Significant business developments or other events (continued) 

Earnings for 2021 are 8% higher than in 2020. The improvement in equity markets during 2021 and the 

relative stability in the bond markets has resulted in strong Assets Under Management (AUM) growth. A 

result of the AUM growth has been increased Annual Management Charge (AMC) income. Whilst this 

increase in AMC does increase profit there are offsetting impacts in renewal commission costs. 

Cost control within AMF remains strong. Core expenses excluding Project Costs are constant over 2020 

and 2021. The cost management measures implemented during the early part of the pandemic have allowed 

the Company to remain very efficient. Discretionary expenditure remains tightly controlled although the 

Company plans to increase expenditure, particularly in travel, marketing and distribution activities, if and 

when COVID-19 related conditions allow.   

Due to the conservative approach taken by AMF in investment of shareholder assets, with all assets invested 

in cash, liquidity fund or short dated government bonds, the crisis had no material impact on the level of 

shareholder assets. Overall, the Company’s earnings and solvency position were not significantly impacted 

by the pandemic.  

From an operational point of view, the Company coped well with the crisis, with all staff able to work 

remotely, thereby avoiding business interruption or adverse impacts on customer services.   

In the ongoing uncertain context, AXA MPS Financial DAC continues closely monitoring its exposure, 

including (i) the operational impact on its business, (ii) the consequences of a deterioration in 

macroeconomic conditions, (iii) the impact on coverage, and (iv) change in asset prices and financial 

conditions. 

Independent Auditors 

PricewaterhouseCoopers, Chartered Accountants and Registered Auditors, will offer themselves for 

reappointment in accordance with the provisions of Section 383 (2) of the Companies Act, 2014.  
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The Directors are responsible for preparing the annual report in accordance with applicable Irish law. 

 

Company law requires the Directors to prepare financial statements for each financial year. Under that law, 

the Directors have elected to prepare the financial statements in accordance with International Financial 

Reporting Standards (IFRS) issued by the International Accounting Standards Board and as adopted by the 

EU.  Under company law, the Directors must not approve the financial statements unless they are satisfied 

that they give a true and fair view of the assets, liabilities and financial position of the Company and of its 

profit and loss for that financial year and otherwise comply with the Companies Act 2014.  In preparing 

those financial statements, the directors are required to: 

 

• select suitable accounting policies and then apply them consistently; 

• make judgements and estimates that are reasonable and prudent; 

 
• state whether the financial statements have been prepared in accordance with applicable 

accounting standards, identify those standards and note the effect and the reasons for any 
material departure from those standards; and  

• prepare the financial statements on the going concern basis unless it is inappropriate to 

presume that the Company will continue in business. 

 

 

The directors confirm that they have complied with the above requirements in preparing the financial 

statements. 

 

The directors are responsible for ensuring that the company keeps or causes to be kept adequate accounting 

records which correctly explain and record the transactions of the company, enable at any time the assets, 

liabilities, financial position and profit or loss of the company to be determined with reasonable accuracy, 

enable them to ensure that the financial statements comply with the Companies Act 2014 and enable the 

financial statements to be audited. They are also responsible for safeguarding the assets of the company and 

hence for taking reasonable steps for the prevention and detection of fraud and other irregularities. 

 

The directors are responsible for the maintenance and integrity of the corporate and financial information 

included on the company’s website. Legislation in Ireland governing the preparation and dissemination of 

financial statements may differ from legislation in other jurisdictions. 
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Independent auditors’ report to the members of AXA MPS 
Financial DAC 

Report on the audit of the financial statements 

Opinion 

In our opinion, AXA MPS Financial DAC’s financial statements: 

● give a true and fair view of the company’s assets, liabilities and financial position as at 31 December 2021 and 
of its profit and cash flows for the year then ended; 

● have been properly prepared in accordance with International Financial Reporting Standards (“IFRSs”) as 
adopted by the European Union; and 

● have been properly prepared in accordance with the requirements of the Companies Act 2014. 

We have audited the financial statements, included within the directors' report and financial statements, which 
comprise: 

● the statement of financial position as at 31 December 2021; 
● the statement of profit or loss for the year then ended; 
● the statement of other comprehensive income for the year then ended; 
● the statement of changes in equity for the year then ended; 
● the statement of cash flows for the year then ended; and 
● the notes to the financial statements, which include a description of the significant accounting policies. 

Our opinion is consistent with our reporting to the Audit Committee. 

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (Ireland) (“ISAs (Ireland)”) and 
applicable law. 

Our responsibilities under ISAs (Ireland) are further described in the Auditors’ responsibilities for the audit of the 
financial statements section of our report. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinion. 

Independence 

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit 
of the financial statements in Ireland, which includes IAASA’s Ethical Standard as applicable to public interest 
entities, and we have fulfilled our other ethical responsibilities in accordance with these requirements. 

To the best of our knowledge and belief, we declare that non-audit services prohibited by IAASA’s Ethical Standard 
were not provided to the company. 

Other than those disclosed in note 9 to the financial statements, we have provided no non-audit services to the 
company in the period from 1 January 2021 to 31 December 2021.  
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Our audit approach 

Overview 

   
Materiality 

● EUR1,396,172 (2020: EUR1,366,160) 
● Based on 1% of total equity. 

Audit scope 
● We performed a full scope audit of the company’s financial statements, based on 

materiality levels 

Key audit matters 

● Existence and valuation of financial assets. 

The scope of our audit 

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the 
financial statements. In particular, we looked at where the directors made subjective judgements, for example in 
respect of significant accounting estimates that involved making assumptions and considering future events that 
are inherently uncertain. As in all of our audits we also addressed the risk of management override of internal 
controls, including evaluating whether there was evidence of bias by the directors that represented a risk of material 
misstatement due to fraud.  

Key audit matters 

Key audit matters are those matters that, in the auditors’ professional judgement, were of most significance in the 
audit of the financial statements of the current period and include the most significant assessed risks of material 
misstatement (whether or not due to fraud) identified by the auditors, including those which had the greatest effect 
on: the overall audit strategy; the allocation of resources in the audit; and directing the efforts of the engagement 
team. These matters, and any comments we make on the results of our procedures thereon, were addressed in the 
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not 
provide a separate opinion on these matters. This is not a complete list of all risks identified by our audit.  

Key audit matter How our audit addressed the key audit matter 

Existence and valuation of financial assets 

Refer to note 1, note 14, note 15 and note 27 to the 
financial statements 

The financial assets held at fair value through profit 
or loss included in the statement of financial 
position of the company are held in the company’s 
name and are valued at fair value in line with IFRS. 

These assets comprise primarily government bonds 
and unit trusts. 

We focused on this area because it represents the 
principal element of the financial statements. 

 
 
 

We tested the design and operating effectiveness of 
selected processes and controls relating to financial 
assets custody and valuation. 

We obtained independent confirmation from the 
custodians of nominal assets holdings at 31 December 
2021, agreeing the amounts held to the accounting 
records. 

We tested the valuation of the investment portfolio by 
agreeing the valuation of investments to independent 
sources. 

No matters were noted as a result of performing these 
procedures. 
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How we tailored the audit scope 

We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the 
financial statements as a whole, taking into account the structure of the company, the accounting processes and 
controls, and the industry in which it operates.  

Materiality 

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for 
materiality. These, together with qualitative considerations, helped us to determine the scope of our audit and the 
nature, timing and extent of our audit procedures on the individual financial statement line items and disclosures 
and in evaluating the effect of misstatements, both individually and in aggregate on the financial statements as a 
whole.  

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows: 

Overall materiality EUR1,396,172 (2020: EUR1,366,160). 

How we determined it 1% of total equity. 

Rationale for benchmark 
applied 

We determined our materiality for the audit of the financial statements using 
quantitative and qualitative factors. Based on these factors we have selected 
1% of total equity as an appropriate benchmark for measuring materiality. 

We agreed with the Audit Committee that we would report to them misstatements identified during our audit above 
EUR69,809 (2020: EUR68,308) as well as misstatements below that amount that, in our view, warranted reporting 
for qualitative reasons. 

In accordance with guidance on the audit of insurers issued by the Financial Reporting Council, which is generally 
accepted in Ireland, we have applied a higher materiality threshold of €85,045,120 solely for the purpose of 
identifying and evaluating the effect of misstatements that are likely only to lead to a reclassification between line 
items within assets and liabilities. 

Conclusions relating to going concern 

Our evaluation of the directors’ assessment of the company’s ability to continue to adopt the going concern basis of 
accounting included: 

● obtaining management's going concern assessment for the going concern period which covers a year from the 
date of approval of the financial statements; 

● considering the projected solvency position of the company under a number of stress scenarios set out in the 
company’s Own Solvency Risk Assessment; 

● considering the company’s liquidity position and maturity profile to assess liquidity through the going concern 
assessment period; and 

● evaluation of management’s assessment of the likely impact which COVID-19 may have on capital and liquidity 
positions through the going concern assessment period. 

Based on the work we have performed, we have not identified any material uncertainties relating to events or 
conditions that, individually or collectively, may cast significant doubt on the company’s ability to continue as a 
going concern for a period of at least twelve months from the date on which the financial statements are authorised 
for issue. 

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of 
accounting in the preparation of the financial statements is appropriate. 

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to the 
company’s ability to continue as a going concern. 

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the 
relevant sections of this report.  
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Reporting on other information 

The other information comprises all of the information in the directors' report and financial statements other than 
the financial statements and our auditors’ report thereon. The directors are responsible for the other information. 
Our opinion on the financial statements does not cover the other information and, accordingly, we do not express 
an audit opinion or, except to the extent otherwise explicitly stated in this report, any form of assurance thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other information and, in 
doing so, consider whether the other information is materially inconsistent with the financial statements or our 
knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent material 
inconsistency or material misstatement, we are required to perform procedures to conclude whether there is a 
material misstatement of the financial statements or a material misstatement of the other information. If, based on 
the work we have performed, we conclude that there is a material misstatement of this other information, we are 
required to report that fact. We have nothing to report based on these responsibilities. 

With respect to the Directors’ Report, we also considered whether the disclosures required by the Companies Act 
2014 have been included. 

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (Ireland) 
and the Companies Act 2014 require us to also report certain opinions and matters as described below: 

● In our opinion, based on the work undertaken in the course of the audit, the information given in the Directors’ 
Report for the year ended 31 December 2021 is consistent with the financial statements and has been prepared 
in accordance with applicable legal requirements. 

● Based on our knowledge and understanding of the company and its environment obtained in the course of the 
audit, we have not identified any material misstatements in the Directors’ Report.  

Responsibilities for the financial statements and the audit 

Responsibilities of the directors for the financial statements 

As explained more fully in the directors’ responsibilities statement set out on page 10, the directors are responsible 
for the preparation of the financial statements in accordance with the applicable framework and for being satisfied 
that they give a true and fair view. 

The directors are also responsible for such internal control as they determine is necessary to enable the preparation 
of financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue 
as a going concern, disclosing as applicable, matters related to going concern and using the going concern basis of 
accounting unless the directors either intend to liquidate the company or to cease operations or have no realistic 
alternative but to do so. 

Auditors’ responsibilities for the audit of the financial statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with 
ISAs (Ireland) will always detect a material misstatement when it exists. Misstatements can arise from fraud or 
error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence 
the economic decisions of users taken on the basis of these financial statements.  

Our audit testing might include testing complete populations of certain transactions and balances, possibly using 
data auditing techniques. However, it typically involves selecting a limited number of items for testing, rather than 
testing complete populations. We will often seek to target particular items for testing based on their size or risk 
characteristics. In other cases, we will use audit sampling to enable us to draw a conclusion about the population 
from which the sample is selected. 

A further description of our responsibilities for the audit of the financial statements is located on the IAASA website 
at:  

https://www.iaasa.ie/getmedia/b2389013-1cf6-458b-9b8f-a98202dc9c3a/Description_of_auditors 
responsibilities_for_audit.pdf  

This description forms part of our auditors’ report. 

https://www.iaasa.ie/getmedia/b2389013-1cf6-458b-9b8f-a98202dc9c3a/Description_of_auditors%20responsibilities_for_audit.pdf
https://www.iaasa.ie/getmedia/b2389013-1cf6-458b-9b8f-a98202dc9c3a/Description_of_auditors%20responsibilities_for_audit.pdf
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Use of this report 

This report, including the opinions, has been prepared for and only for the company’s members as a body in 
accordance with section 391 of the Companies Act 2014 and for no other purpose. We do not, in giving these 
opinions, accept or assume responsibility for any other purpose or to any other person to whom this report is shown 
or into whose hands it may come save where expressly agreed by our prior consent in writing. 

Other required reporting 
Companies Act 2014 opinions on other matters 

● We have obtained all the information and explanations which we consider necessary for the purposes of our 
audit. 

● In our opinion the accounting records of the company were sufficient to permit the financial statements to be 
readily and properly audited. 

● The financial statements are in agreement with the accounting records. 

Other exception reporting 

Directors’ remuneration and transactions 

Under the Companies Act 2014 we are required to report to you if, in our opinion, the disclosures of directors’ 
remuneration and transactions specified by sections 305 to 312 of that Act have not been made. We have no 
exceptions to report arising from this responsibility.  

Appointment 

We were appointed by the directors on 2 November 2016 to audit the financial statements for the year ended 31 
December 2016 and subsequent financial periods. The period of total uninterrupted engagement is 6 years, covering 
the years ended 31 December 2016 to 31 December 2021.  

Shane McDonald 
for and on behalf of PricewaterhouseCoopers 
Chartered Accountants and Statutory Audit Firm 
Dublin 

6 April 2022 
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    2021   2020 

  Note €’000   €’000 

          

Gross written premium 2 337,616   443,944 

Outward reinsurance premium 2 (23)   (24) 

Net premium written and earned   337,593   443,920 

          

Investment return 3 543,149   239,987 

Change in deferred income 23 16,852   28,535 

Fee and commission income 4 164,210   148,591 

Total income / (expense)   724,211   417,113 

          

Claims paid - insurance contracts 5 (861,213)   (752,424) 

Change in technical provisions for insurance liabilities 6 398,066   237,690 

Change in investment liabilities 5 (441,782)   (196,680) 

Net policy holder claims and benefits incurred   (904,929)   (711,414) 

          

Investment expenses   (5,049)   (2,553) 

Fee and commission expenses 7 (79,081)   (65,309) 

Change in deferred acquisition costs 17 (6,207)   (18,526) 

Administration expenses 8 (16,742)   (16,217) 

Operating expenses   (107,079)   (102,605) 

          

Profit before tax   49,796   47,014 

Taxation 12 (6,251)   (5,863) 

Profit for the year   43,545   41,151 

 

All profits were generated by continuing activities. 

 

The accompanying notes form an integral part of these financial statements. 
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    2021   2020 

  Note €’000   €’000 

          

Profit for the year   43,545   41,151 

          

Other comprehensive loss to be reclassified to profit 

or loss in subsequent periods (net of tax) 
    

  
  

Net losses on available-for-sale financial assets   (643)   (925) 

Income tax effect 12 80   116 

          

Other comprehensive loss (net of tax)   (563)   (809) 

Total comprehensive income for the year (net of tax) 42,982   40,342 

 

 

All profits were generated by continuing activities. 

 

The accompanying notes form an integral part of these financial statements. 
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    2021   2020 

  Note €’000   €’000 

Assets         

Tangible assets 13                 -      23 

          

Shareholder financial assets 14 48,618   79,593 

          

Policyholder financial assets         

Investments for the benefit of life assurance       

policyholders 15 8,504,512   8,093,553 

Other financial investments 15 4,290   3,494 

    8,508,802   8,097,047 

          

Cash and cash equivalents 16 88,154   98,056 

          

Deferred acquisition costs 17 113,164   119,371 

          

Right-of-use asset 18 733                   -    

          

Other Debtors 19 51,211   48,709 

Total assets   8,810,682   8,442,799 

 

The accompanying notes form an integral part of these financial statements. 

 

On behalf of the board 
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    2021   2020 

  Note €’000   €’000 

Equity and liabilities         

Equity attributable to the equity holders of the company       

Ordinary share capital 20 635   635 

Available for sale reserve   1,175   1,738 

Retained earnings   137,807   134,262 

Total equity   139,617   136,635 

          

Liabilities         

Insurance technical provisions 21 2,905,116   3,346,735 

Investment contract technical provisions 22 5,601,381   4,749,283 

Deferred income 23 29,899   46,751 

Creditors arising out of direct insurance operations:         

Claims payable / prepaid premiums 24 78,718   75,872 

Provision for Italian tax   29,132   13,084 

Deferred tax liability 12 169   249 

Lease Liability - current 18 149                   -    

Lease Liability - non current 18 584                   -    

Other creditors 25 25,917   74,190 

Total liabilities   8,671,065   8,306,164 

          

Total equity and liabilities   8,810,682   8,442,799 

 

The accompanying notes form an integral part of these financial statements. 

 

On behalf of the board 
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  Issued Retained Available Total 

  capital earnings for sale equity 

      reserve   

  €’000 €’000 €’000 €’000 

          

At 1 January 2021 635 134,262 1,738 136,635 

          

Profit for the year             -    43,545             -    43,545 

Other comprehensive loss             -                -    (563) (563) 

Total recognised gains for the financial year             -    43,545 (563) 42,982 

          

Dividends paid             -    (40,000)             -    (40,000) 

As at 31 December 2021 635 137,807 1,175 139,617 

          

At 1 January 2020 635 143,111 2,547 146,293 

          

Profit for the year             -    41,151             -    41,151 

Other comprehensive loss             -                -    (809) (809) 

Total recognised gains for the financial year             -    41,151 (809) 40,342 

          

Dividends payable             -    (50,000)             -    (50,000) 

As at 31 December 2020 635 134,262 1,738 136,635 

 

The accompanying notes form an integral part of these financial statements. 
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    2021   2020 

    €’000   €’000 

          

Profit before taxation   49,796   47,014 

          

Net change in fair value of investments   (410,477)   200,542 

Net change in contract liabilities   413,514   (200,674) 

Fund (income) / expenses borne by policyholders   (3,035)   516 

Net change in deferred acquisition costs   8,028   21,064 

Net change in provision for deferred income   (18,671)   (31,072) 

Depreciation   23   8 

    39,178   37,398 

          

Decrease / (increase)  in trade and other receivables   10,815   (10,886) 

(Decrease) / increase in trade and other payables   (6,245)   28,466 

    4,570   17,580 

          

Net tax received /(paid)   7,244   (967) 

          

Net cash inflow from operating activities   50,992   54,011 

          

Proceeds / (purchase) from investments available for sale 29,056   (41,598) 

Net cash flow from investments designated at fair value 

through profit and loss   
50 

  
(7,513) 

Net cash inflow / (outflow) from investing activities   29,106   (49,111) 

          

Dividend paid   (90,000)                   -    

Net cash outflow used in financing activities   (90,000)                   -    

          

Net (decrease) / increase in cash and cash equivalents (9,902)   4,900 

          

Cash and cash equivalents at 1 January   98,056   93,156 

Cash and cash equivalents at 31 December   88,154   98,056 
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1 Accounting policies 

The following accounting policies have been applied consistently in dealing with items which are considered 

material in relation to the Company’s financial statements.   
 

Basis of preparation 

The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) 

as adopted by the EU as issued by the International Accounting Standards Board.  They have been prepared under 

the historical cost convention, as modified by the valuation of financial assets and financial liabilities at fair value. 

The preparation of financial statements in conformity with IFRS requires management to make judgements, 

estimates and assumptions that affect the application of policies and the reported amounts of assets and liabilities, 

income and expenses.  The estimates and associated assumptions are based on historical experience and various 

other factors that are believed to be reasonable under the circumstances, the results of which form the basis of 

making the judgements about carrying values of assets and liabilities that are not readily apparent from other 

sources.  Actual results may differ from these estimates. 

The estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting estimates 

are recognised in the year in which the estimate is revised if the revision affects only that year, or in the year of the 

revision and future years if the revision affects both current and future years. See note 28, accounting estimates and 

judgement in the notes to the financial statements. 

The financial statements have been prepared on a going concern basis.  The directors have a reasonable expectation 

that the company will continue in operational existence for twelve months from the date of approval of these 

financial statements (‘the period of assessment’) and have prepared the financial statements on a going concern 

basis. 

In making this assessment the directors considered: 

i) the Company's capital and solvency position, including the stress testing scenarios carried out as part of the 

Own Solvency and Risk Assessment ("ORSA") process, 

ii) the impact of COVID-19 on insurance exposures, investments, and operations, 

iii) liquidity, and 

iv) the financial condition of the Company's distribution partner. 

 

Adoption of new and revised standards 

A number of new standards and amendments to standards and interpretations are effective for annual periods 

beginning after 1 January 2021, and have not been applied in preparing these financial statements.  The impact of 

the IFRSs to be adopted in future financial years is considered on an ongoing basis.  

 

IFRS 16: Leases 

 

The Company has adopted IFRS 16 in respect of the Company’s premises at Wolfe Tone House, 43-45 Wolfe Tone 

Street, Dublin 1 

 

On adoption of IFRS 16, the Company recognised a right-of-use asset and lease liability in relation to the lease. 

This liability was measured at the present value of the remaining lease payments, discounted using the Company’s 

incremental borrowing rate as of 31st December 2021. The incremental borrowing rate applied to the lease liability 

on 31st December 2021 was 0.426%. 
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1 Accounting policies (continued) 

Adoption of new and revised standards (continued) 

The right-of-use asset is measured at cost, which is made up of the initial measurement of the lease liability, any 

initial direct costs incurred, an estimate of any restoration costs of the asset at the end of the lease, and any lease 

payments made in advance of the lease commencement date (net of any incentives received) by the Company. The 

right-of-use asset and the lease liability are recognised on the Statement of Financial Position. 

 

The Company depreciates the right-of-use assets on a straight-line basis from the lease commencement date to the 

earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The Company also assesses 

the right-of-use asset for impairment when such indicators exist. 

 

Subsequent to initial measurement, the liability will be reduced for payments made and increased for interest. It is 

remeasured to reflect any reassessment or modification, or if there are changes in in-substance fixed payments. 

When the lease liability is remeasured, the corresponding adjustment is reflected in the right-of-use asset, or 

Statement of Profit and Loss if the right-of-use asset is already reduced to zero. 

 

IFRS 17: Insurance Contracts 

 

IFRS 17, published in May 2018. This standard replaces IFRS 4, which currently permits a wide variety of practices 

in accounting for insurance contracts. IFRS 17 will fundamentally change the accounting by all entities that issue 

insurance contracts and investment contracts with discretionary participation features. 

 

IFRS 17, is effective for annual reporting periods beginning on or after 1 January 2023, with early adoption 

permitted. The Company does not currently plan to early adopt the new standard and is assessing the impact of 

the new standard on the Company. 

Currency 

The financial statements are prepared in Euro (€) which is the functional currency of the Company. All amounts 

in the financial statements have been rounded to the nearest thousand euro, unless otherwise stated. 

Foreign currency transactions 

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction. 

Monetary assets and liabilities denominated in foreign currencies at the statement of financial position date are 

translated to euro at the foreign exchange rate ruling at that date.  Non-monetary assets and liabilities that are 

measured in terms of historical cost in a foreign currency are translated using the exchange rate at the date of the 

transaction. Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair value, are 

translated to euro at foreign exchange rates ruling at the date the fair value was determined. 
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1 Accounting policies (continued) 

Insurance and investment contracts - classification 

Product classification  

Contracts under which the Company accepts significant insurance risk from another party (the policyholder) by 

agreeing to compensate the policyholder or other beneficiary if a specified uncertain future event (the insured event) 

adversely affects the policyholder or other beneficiary are classified as insurance contracts. Insurance contracts may 

also transfer some financial risk. 

Investment contracts are those contracts that transfer a significant financial risk. Financial risk is the risk of a 

possible future change in one or more of a specified interest rate, security price, commodity price, foreign exchange 

rate, index of prices or rates, a credit rating or credit index or other variable, provided in the case of a non-financial 

variable that the variable is not specific to a party or contract. 

Contracts for which the Company is deemed to have a significant insurance risk are classified as insurance contracts 

by the Company. Contracts under which the transfer of insurance risk to the Company from the policyholder is not 

significant are classified as investment contracts.  

A contract that qualifies as insurance remains an insurance contract until all risks and obligations are extinguished 

or expire. However, an investment contract, classified as such on inception, could subsequently be reclassified as 

an insurance contract if it meets the insurance definition provided above. 

Insurance contracts – recognition and measurement 

a) Premiums 

Premiums earned in respect of insurance contracts are accounted for in the Statement of profit or loss in the same 

period in which the policyholder liabilities arising from those premiums are established. 

 

b) Claims and benefits incurred  

Claims and benefits incurred comprise claims paid in the year and changes in technical provisions, together with 

any other adjustments to claims from previous years. Claims incurred include maturities, deaths and surrenders. 

Maturity claims are recognised on a due basis. Deaths are accounted for upon notification. Surrenders are accounted 

for when paid or payable. Claims incurred include related internal and external claims handling expenses. 

 

c) Fees and commission income 

Insurance and investment contract policyholders are charged for policy administration services, investment 

management services, surrenders and other contract fees. These fees and charges are recognised as revenue over 

the period in which the related services are performed. 

d) Insurance contract liabilities 

The long-term business provision is calculated on an annual basis with regard to the principles laid down in the EU 

Third Life Directive (92/96/EEC). It comprises provision for future mortality. Although the Directors consider that 

the gross long term business provision and the related reinsurance recovery is fairly stated in line with the 

information currently available, the eventual liability may vary as a result of subsequent information and  events. 

The provision, estimation technique and assumptions are periodically reviewed with any changes in estimates 

reflected in the Statement of profit or loss.  
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1 Accounting policies (continued) 

Insurance contracts – recognition and measurement (continued) 

e) Liability adequacy test 

Insurance liabilities are calculated at fair value with the Level 3 hierarchy measure (discounted cash flow). In 

addition a Liability Adequacy Test is also performed to ensure that future insurance liabilities are adequately 

covered by future cash flows. 

Amounts collected on investment contracts, which involve the transfer of financial risk such as long term savings 

contracts, are accounted for using deposit accounting, under which the amounts collected are credited directly to 

the Statement of financial position as an adjustment to the liability to the policyholder.  

f)   Reinsurance 

Only contracts that give rise to a significant cession of insurance risk from the Company are accounted for as 

reinsurance. The Company only considers those entities with a credit rating of BBB and higher as reinsurance 

partners. Amounts recoverable under such contracts are recognised in the same period as the related claim and 

premiums are recognised in the Statement of profit or loss. 

A transfer of insurance risk is only considered to have occurred if there is a reasonable possibility both of a 

significant range of outcomes and of the reinsurer realising a significant loss. No transfer is considered to have 

occurred if under all reasonable scenarios the reinsurer will effectively receive no more than a lender’s rate of 

return. In assessing whether a significant transfer has occurred consideration is given to the commercial substance 

of the contract, the range of outcomes that may reasonably be expected to occur under the contract and the timing 

of the cash flows anticipated under the contract. 

The amounts recoverable under reinsurance contracts are assessed for impairment at each Statement of financial 

position date. Such assets are deemed impaired if there is objective evidence, as a result of an event that occurred 

after its initial recognition, that the Company may not be able to recover all amounts due and that the event has a 

reliable measurable impact on the amounts that the Company will receive from the reinsurer 

Investment contracts – recognition and measurement 

Unit linked investment contracts have been classified as financial liabilities at fair value through Statement of profit 

or loss to eliminate an inconsistency that would otherwise arise between the valuation of assets and liabilities. Unit 

linked liabilities are valued with reference to the value of the underlying net asset value of the unitised investment 

funds at the Statement of financial position date. 

The revenue arising from these contracts (initial management charges, surrender penalties and annual management 

charges) is recognised over the life of the contract and is recorded in the fees and commission income lines. These 

are deducted from the policyholders’ funds. Policyholder contract benefits charged to the Statement of profit or loss 

include benefit claims incurred during the period in excess of policyholders’ funds and interest credited to the 

policyholders’ balance. 
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1 Accounting policies (continued) 

Investment contracts – recognition and measurement (continued) 

 

a) Premiums / benefits paid 

Premium written from and benefits paid to policyholders of investment contracts are accounted for as deposits 

received (or repaid) and are not included within premiums and claims in the Statement of profit or loss. 

b) Liability measurement 

Liabilities related to unit linked contracts are held at fair value through the Statement of profit or loss. A financial 

liability is derecognised when and only when the liability is extinguished, that is, when the obligation specified in 

the contract is discharged, cancelled or has expired. The difference between the carrying amount of a financial 

liability extinguished or transferred to another party and the consideration paid, including any non-cash assets 

transferred or liabilities assumed, is recognised in the Statement of profit or loss. Gains and losses arising from 

changes in the fair value of financial liabilities designated at fair value through the Statement of profit or loss are 

included in the Statement of profit or loss in the period in which they arise. 

c)    Deferred acquisition costs 

The costs directly associated with the acquisition of new insurance and investment contracts are deferred to the 

extent that they are expected to be recoverable out of future revenues to which they relate. Such costs are amortised 

through the statement of profit or loss over the period in which the reserves on the related contracts are expected 

to be earned, at a rate commensurate with those revenues. 

Deferred acquisition costs are reviewed by category of business at the end of each financial year. Should the 

circumstances which justified the deferral of costs no longer apply, costs to the extent that they are believed 

irrecoverable are written off. 

Investment income 

The Company has designated all unit linked products and their associated investment and insurance contract 

liabilities at fair value through the Statement of profit or loss.  Investment income in the technical account comprises 

all investment income (including interest income for financial assets carried at amortised cost, using the effective 

interest rate method), realised investment gains and losses and movements in unrealised gains and losses supporting 

the insurance business.   

Realised gains and losses on investments carried at fair value through Statement of profit or loss are calculated as 

the difference between net sales proceeds and purchase price. Movements in unrealised gains and losses on 

investments represent the difference between the fair value at the statement of financial position date and their 

purchase price, if occurred during the year, or their fair value at the last statement of financial position date, together 

with the reversal of unrealised gains and losses recognised in earlier accounting periods in respect of investment 

disposals in the current period.  

a)    Interest income 

Interest income is recognised in the Statement of profit or loss as it accrues using the effective interest method.  

b)   Dividend income 

Dividend income is recognised in the Statement of profit or loss on the date the Company’s right to receive 

payments is established. 
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1 Accounting policies (continued) 

Financial assets 

Financial assets are classified into four categories, depending on the purpose for which the assets were acquired. 

These are as follows: 

Financial assets at fair value through profit or loss (“FVTPL”) are financial assets which the Company designates 

as financial assets at fair value through the Statement of profit or loss and financial assets held for trading purposes. 

Derivatives are classified as held for trading and are designated as being at fair value through profit or loss. Initially, 

gains and losses arising from changes in the fair value of financial assets at fair value through profit or loss are 

included in the Statement of profit or loss in the period in which they arise.  

Held to maturity (“HTM”) instruments are non-derivative financial assets with fixed or determinable payments and 

fixed maturities where the Company has positive intention and ability to hold to maturity. The Company did not 

have any held to maturity financial assets at year-end. 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted 

in an active market. These investments are initially recognised at cost, being the fair value of the consideration paid 

for the acquisition of the investment. All transaction costs directly attributable to the acquisition are also included 

in the cost of the investment. Subsequent to initial recognition, loans and receivables are carried at amortised cost, 

using the effective interest method. Gains and losses are recognised in the Statement of profit or loss when the 

investments are derecognised or impaired, as well as through the amortisation process. Loans and receivables with 

short term duration are not discounted.  

Available for sale financial assets are non-derivative financial assets that are either designated in this category or 

are not classified in any of the other categories. Unrealised gains and losses arising from changes in the fair value 

of available-for-sale financial assets are recognised in the Statement of other comprehensive income, except for 

impairment losses, foreign exchange gains or losses and foreign exchange movement relating to items held at 

amortised cost. When available for sale assets are sold or impaired, the cumulative gains or losses previously 

recognised in the statement of other comprehensive income are recognised in profit for the year.  

Regular purchases and sales of financial assets are generally recognised on the settlement date, which is when the 

Company delivers or receives the assets. Assets related to unit linked products are purchased and sold on the trade 

date, which is the date when the Company commits to purchase or sell the assets. 

Fair value of financial assets 

The fair value of: 

v) equities and debt securities that are actively traded in organised financial markets are determined by   

reference to quoted market prices for assets and liabilities at close of business on the statement of financial 

position date without any deduction of transaction costs. These assets are reported as Level 1 assets in Note 

27; 

vi) equities and debt securities that are not traded in an active market are determined using appropriate 

valuation techniques, including comparison to similar instruments for which market observable prices exist. 

These assets are reported as Level 2 assets in Note 27; 

vii) units in collective investment schemes are determined by reference to prices published by those schemes. 

These assets are reported as Level 2 assets in Note 27; 

viii) derivative instruments, including interest rate swaps, are determined by reference to prices published 

by pricing agents for those derivative instruments. The valuation models which underpin the prices 

published by the pricing agents have been tested using best estimates of the most appropriate model 

assumptions. These assets are reported as Level 2 assets in Note 27; and 

ix) other financial assets relate to cash in unitised funds and are reported as Level 1 assets in Note 27. 
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1 Accounting policies (continued) 

Derivative financial instruments 

The Company does not use hedge accounting. The derivatives held where the risk is retained by the Company are 

options held for short periods of time as a result of policyholders’ surrenders or held to maturity where investment 

risk is marginal and is in line with the Company’s risk appetite statement. The Company also holds derivatives in 

respect of the dynamic hedging strategy for the Accumulator guarantee business and new tracker bonds issued since 

1 November 2010.   

With regard to the options held for short periods of time resulting from policyholders’ surrenders of structured 

assets, the Company does not hold these for speculative purposes and sells the instrument back to the issuing 

company at the next available opportunity but may exercise its right to retain the asset until maturity where the risk 

of holding is minimal and is in line with the risk appetite statement of the Company. Other derivatives held are 

included in assets held on behalf of policyholders where all gains and losses on these derivatives are exactly 

matched by changes in the related liabilities to policyholders. 

Derivative financial instruments are recognised initially at cost. Subsequent to initial recognition, derivative 

financial instruments are stated at fair value. The gains or losses on re-measurement to cost, being fair value 

consideration paid is recognised immediately in the statement of profit or loss. 

Employee benefits 

(a) Defined contribution plans 

Obligations for contributions to defined contribution pension plans are recognised as an expense in the Statement 

of profit or loss as incurred. The Company makes a payment equal to between 5% and 15% of the gross income for 

each eligible employee’s pension fund, the assets of which are vested in independent trustees for the benefit of 

employees and their dependants. 

 

(b) Life assurance 

The Company makes a payment towards life assurance and permanent health insurance for all full-time staff.  

Contributions towards these plans are recognised as an expense in the statement of profit or loss. 

Italian tax provision 

Payments to the Italian Revenue as a result of the Company becoming a withholding tax agent are recognised as an 

asset. Italian taxes withheld on payments to policyholders are offset against this asset.  

Impairment of non-financial assets 

The carrying amount of the Company’s assets is reviewed at each Statement of financial position date to determine 

whether there is any indication of impairment. If any such indication exists, the carrying value is reduced to the 

estimated recoverable amount by means of a charge to the Statement of profit or loss. 

An impairment loss is recognised whenever the carrying amount of an asset exceeds its recoverable amount. 

Impairment losses are recognised in the statement of profit or loss. 

The amount of the cumulative loss that is recognised in the statement of profit or loss is the difference between the 

acquisition cost and the current recoverable amount, less any impairment loss on that financial asset previously 

recognised in the Statement of profit or loss. 

Calculation of recoverable amount 

The recoverable amount of other assets is the greater of their net selling price and value in use. In assessing value 

in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects 

current market assessments of the time value of money and the risks specific to the asset. For an asset that does not 

generate largely independent cash inflows, the recoverable amount is determined for the cash generating unit to 

which the asset belongs. 
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1 Accounting policies (continued) 

Cash and cash equivalents 

Cash and cash equivalents comprise cash balances, call deposits and deposits of less than three months duration.  

Bank overdrafts that are repayable on demand and form an integral part of the Company’s cash management are 

included as a component of cash and cash equivalents for the purpose of the Statement of cashflows. 

Taxation 

Income tax comprises current and deferred tax. Income tax is recognised in the statement of profit or loss except to 

the extent it relates to items recognised directly in equity, in which case it is recognised in equity. 

Current tax is the expected tax payable on the taxable profit for the year, using tax rates enacted or substantively 

enacted at the statement of financial position date, and any adjustment to tax payable in respect of prior years. 

Deferred tax is provided in full, using the statement of financial position liability method, providing for temporary 

differences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts 

used for taxation purposes. Deferred tax is not provided for the initial recognition of assets or liabilities in a 

transaction that is not a business combination and that affects neither accounting nor taxable profit.  

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they 

reverse, based on the laws that have been enacted or substantively enacted by the reporting date.  

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available against 

which the temporary differences can be utilised. Deferred tax assets are reduced to the extent that it is no longer 

probable that the related tax benefit will be realised. Deferred tax assets and liabilities are not discounted. 

Trade and other receivables 

Trade and other receivables are initially booked at fair value and are stated at amortised cost less provision for 

impairment. The carrying amounts of trade and other receivables are reviewed at each statement of financial 

position date to determine whether there is any indication of impairment. Receivables with short term duration are 

not discounted. 

Property, plant and equipment 

Property, plant and equipment are stated at cost less accumulated depreciation. Depreciation is charged to the 

statement of profit or loss at the following annual rates, in order to write off the cost of tangible assets over their 

estimated useful lives by equal annual instalments: 

Other equipment  20% 

Computer equipment and software 20% 

 

Dividend distributions  

Dividends declared by the directors are recognised when approved. 
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2 Segmental analysis 

The Company operated in one main business segment during the year, writing life assurance business in the 

European Union and specifically in Italy. All premiums relate to individual premium business where the 

policyholder bears the investment risk. 
 

Total gross written premium is recognised as follows: 

 

      2021   2020 

      €’000   €’000 

            

Insurance premium revenue     337,616   443,944 

Outward reinsurance premium     (23)   (24) 

      337,593   443,920 

3 Investment return 
 

      2021   2020 

      €’000   €’000 

            

Income from available for sale assets     427   976 

Interest income from cash     16   23 

Realised gain in policyholder assets     264,736   223,767 

Unrealised gain/(losses) in policyholder assets     277,551   15,410 

Realised gain in shareholder assets     1,120   255 

Other shareholder loss     (701)   (444) 

      543,149   239,987 

 

4 Fee and commission income 
 

      2021   2020 

      €’000   €’000 

            

Management fees including initial margin     135,546   122,884 

Coupon income     21,668   17,587 

Rebate income     6,996   8,120 

      164,210   148,591 

 

5 Claims and benefits incurred 

      2021   2020 

      €’000   €’000 

            

Insurance claims and benefits incurred     (861,213)   (752,424) 

Change in investment liabilities     (441,782)   (196,680) 

      (1,302,995)   (949,104) 
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6 Change in technical provisions for insurance liabilities 

      2021   2020 

      €’000   €’000 

            

Premiums received     53   9 

Liability option value     824   978 

Investment gains & losses     397,189   236,703 

      398,066   237,690 

 

7 Fee and commission expenses   

      2021   2020 

      €’000   €’000 

            

Commission expense – new     (41,265)   (32,551) 

Commission expense – ongoing     (37,816)   (32,758) 

      (79,081)   (65,309) 

 

8 Administration expenses 

      2021   2020 

      €’000   €’000 

            

General administration and office expenses     14,323   14,296 

Professional fees (including auditors remuneration) (note 9)   2,396   1,913 

Depreciation (note 13)     23   8 

      16,742   16,217 

 

9 Auditors’ remuneration 

The total remuneration paid and payable to the auditors, PricewaterhouseCoopers, for the audit of the statutory 

financial statements is shown below together with fees paid in respect of other work. Fees are exclusive of VAT. 

 

      2021   2020 

      €’000   €’000 

            

Audit of statutory financial statements     74   74 

Other assurance services     39   39 

      113   113 
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10 Staff costs and numbers 

Staff costs shown here include remuneration paid to executive directors (Note 11): 

      2021   2020 

      €’000   €’000 

            

Wages and salaries     4,791   4,956 

Social security costs     531   540 

Pension costs     411   408 

      5,733   5,904 

            

      2021   2020 

Average number of employees during the period     No.   No. 

            

Administration     46   47 

Finance     6   6 

Actuarial     5   5 

      57   58 

 

11 Directors' emoluments 

The Directors’ compensations are short term in nature and are as follows: 

 

 

      

2021 

  

2020 

      €’000   €’000 

            

Fees as directors     80   80 

Salaries and related benefits     424   413 

      504   493 

            

The above figures reflect the remuneration paid by the Company to all Board members. 
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12 Taxation   

The major components of income tax expense for the years ended 31 December 2021 and 2020 are:  
 

 

Income Tax           

      2021   2020 

      €’000   €’000 

            

Corporation tax     6,251   5,863 

Reconciliation of current tax at standard rate to actual tax          

charge at the effective rate           

Profit on ordinary activities before taxation      49,796   47,014 

            

Current tax at 12.5% (2020: 12.5%)     6,225   5,877 

Effects of:           

Prior year (under)/over provision                     -      (4) 

Items not deductible for tax purposes     4   (6) 

Capital allowances for the period in excess of depreciation                   -      (4) 

Movement in deferred tax asset not recognised     22                   -    

Income tax reported in the statement of profit or loss     6,251   5,863 

            

Deferred tax related to items recognised in the statement         

of other comprehensive loss during the year:           

Net losses on available-for-sale financial assets     (643)   (925) 

            

Deferred tax recognised in other comprehensive loss     (80)   (116) 

            

      2021   2020 

      €’000   €’000 

Deferred tax liability           

Balance at 1 January     249   365 

Movement during the financial year recognised in           

other comprehensive loss     (80)   (116) 

Balance at 31 December     169   249 
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13  Tangible assets 
 

  Computer         

  equipment   Other     

  & software   equipment   Total 

  €’000   €’000   €’000 

Cost           

Balance at 1 January 2021 1,920   1,310   3,230 

Additions                 -                      -                      -    

Balance at 31 December 2021 1,920   1,310   3,230 

            

Accumulated depreciation           

Balance at 1 January 2021 1,920   1,287   3,207 

Charge for year                 -      23   23 

Balance at 31 December 2021 1,920   1,310   3,230 

            

Net book value           

At 31 December 2021                 -                      -                      -    

            

At 31 December 2020                 -      23   23 

 

14   Shareholder financial assets     
 

 

      2021   2020 

      €’000   €’000 

            

Financial assets designated as fair value through profit or loss   48,618   79,593 

            

Analysed as follows:           

Seed capital investment     230   231 

Government securities     11,650   14,343 

Collective investment undertakings     36,738   65,019 

      48,618   79,593 
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15 Policyholder financial assets     

      2021   2020 

      €’000   €’000 

Financial assets designated as fair value through            

profit or loss     8,508,802   8,097,047 

            

Analysed as follows:           

Index linked bonds     5   453 

Index linked unit trusts     506,910   844,303 

Unit trusts     7,997,597   7,248,797 

Hedge assets backing Accumulator (Liability Option Value - LOV)   -   347 

Hedge assets backing Progetto Protetto     4,290   3,147 

      8,508,802   8,097,047 

 

 

16 Cash and cash equivalents 
 

      2021   2020 

      €’000   €’000 

            

Balance at bank     88,154   98,056 

 

17 Deferred acquisition costs 
 

      2021   2020 

      €’000   €’000 

            

Balance at 1 January     119,371   137,897 

            

Capitalisation during the year     44,886   32,197 

Amortisation during the year     (51,093)   (50,723) 

            

Movement in current year     (6,207)   (18,526) 

            

Balance at 31 December     113,164   119,371 
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18 Leases 

 

Right-of-use asset       

      2021 

      €’000 

Gross acquisition cost     751 

Accumulated Depreciation     (18) 

Balance at 31 December     733 

        

Lease liability       

Current: Within one year     149 

Non-current:       

One to five years     584 

Over five years                     -    

Balance at 31 December     733 

        

Interest Expenses relating to leases       

Within one year     3 

One to five years     6 

Over five years                     -    

      9 

19 Other debtors 

      2021   2020 

      €’000   €’000 

            

Debtors     19,768   19,627 

Prepayment of Italian tax     31,443   29,082 

      51,211   48,709 

 

On 1 February 2004 the Company opted into the new Italian tax regime. Under the tax codes (L’art. 41-bis del 

Decreto legge 30 settembre 2003, n. 269,convertito dalla legge n. 326 dello stresso anno) and (Decreto-legge 12 

luglio 2004, n. 168,convertito dalla legge 30 luglio 2004, n .191 – Disposizioni fiscali urgenti-modifiche alla 

disciplina fiscale delle reserve matematiche.) the Company is required to make an advance payment of 

policyholders taxes to the Italian Revenue Authorities. This tax asset is recoverable against taxes withheld on 

policyholders’ gains and through a group recovery mechanism i.e. offset against other taxes payable, and through 

an additional recovery mechanism that allows companies who had an unused tax asset of 5 plus years to offset 

that asset against current mathematical reserves thus ensuring that the asset is fully recoverable. The Company’s 

parent company has also provided assurance that if the Company has a residual tax asset after exhausting the 

recovery mechanisms described it will pay the Company a cash consideration for that balance.  

 

The primary recovery mechanism of the Company is through deduction of exit taxes. The annual recoverable 

amount through the exit tax mechanism is difficult to estimate as exit tax is only calculated on policies that are 

in profit and is also dependent on the volume of surrenders. In 2021 the amount of tax recovered through exit 

taxes on policyholders surrenders amounted to €26.8 million (2020: €17.8 million).   

 

In the opinion of the Directors, the realisable value of the Italian tax asset is not less than its book value. 
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20 Ordinary share capital 
 

      2021   2020 

      €’000   €’000 

            

Authorised           

5,078,953 (2020: 5,078,953) Ordinary shares at €1 

each     5,079   5,079 

            

Allotted, called up and fully paid:           

634,870 (2020: 634,870) Ordinary shares at €1 each     635   635 

 

21 Insurance technical provisions 
 

      2021   2020 

      €’000   €’000 

            

At start of year     3,346,735   3,627,773 

Premiums received     337,593   443,920 

Claims paid     (861,213)   (752,424) 

Investment gains & losses     96,513   51,247 

Insurance margins, coupon income, fund income & expenses   (14,512)   (23,781) 

At end of year     2,905,116   3,346,735 

 

 

 

 

22  Investment contract technical provisions 

      2021   2020 

      €’000   €’000 

            

At start of year     4,749,283   4,668,402 

Premiums received     1,394,513   864,109 

Claims paid     (888,490)   (903,642) 

Investment gains & losses     446,636   188,740 

Management charges     (87,640)   (75,583) 

Upfront margin, fund income & expenses     (12,921)   7,256 

At end of year     5,601,381   4,749,283 
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23 Deferred income 

 

      2021   2020 

      €’000   €’000 

            

Balance at 1 January     46,751   75,286 

            

Capitalisation during the year     5,120   5,620 

Amortisation during the year     (21,972)   (34,155) 

            

Movement in current year     (16,852)   (28,535) 

            

Balance at 31 December     29,899   46,751 

 

24 Creditors arising out of direct insurance operations 

 

      2021   2020 

      €’000   €’000 

Amounts falling due within one year:           

            

Claims payable / prepaid premiums     78,718   75,872 

 

25   Other creditors 

 

      2021   2020 

      €’000   €’000 

Amounts falling due within one year:           

            

Creditors (excluding tax)     25,666   23,827 

Dividends payable                     -      50,000 

Taxation     251   363 

      25,917   74,190 
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26 Capital position statement 

 

Effective from 1 January 2016, the Solvency II Directive replaced the Solvency I regulatory solvency requirements. 

The Company has assessed its overall solvency needs using the Solvency II basis. This covers the preparation of 

the Solvency II Balance Sheet (which differs from the IFRS balance sheet) and the Solvency Capital Requirement 

(“SCR”)/Minimum Capital Requirement (“MCR”). For the purposes of calculating its Solvency II Pillar I capital 

requirements, the SCR is calculated by using an Internal Model approach in accordance with the requirements set 

out in Regulation 114 of SI 485 of 2015. At 31 December 2021, the Company’s available capital resources were in 

excess of the regulatory capital requirements on a Solvency II basis. Solvency II own funds are 272% of SCR at 

end 2021 (2020: 304%). 

 

The Company maintains a capital structure with a combination of share capital and retained profits, consistent with 

the Company’s risk profile and the regulatory and market requirements of its business. 

 

The Company is regulated in Ireland by the Central Bank of Ireland and is required to observe the rules for the 

amount and structure of the solvency capital for the business that it carries on. 

 

The Company carries out regular projections of its capital adequacy and these are reviewed by the Board to ensure 

that satisfactory levels of cover are maintained. Capital adequacy and solvency cover are reported to the Central 

Bank of Ireland on a quarterly and annual basis. 

 

No instances of non-compliance with solvency capital requirements were reported by the Company to the Central 

Bank of Ireland during the year. 
 

27  Risk management policies 

The Company is exposed to a range of risks through its financial assets and its financial liabilities and also in 

relation to the accounting estimates and judgements it needs to make in the preparation of its financial statements 

and its regulatory returns. 

These risks are described below together with the risk management approaches adopted by the Company. Ultimate 

responsibility for the Company’s risk management rests with the Directors and the Board is supported by the 

operation of a number of committees that meet on a regular basis to review and monitor the Company’s risk 

exposures. A number of policy statements have been prepared and approved by the Directors which set out 

parameters and limitations to manage and limit financial risks.  

The Company has not substantially changed the approaches adopted to manage its financial risks from the previous 

accounting period. 

The Company’s approach to financial risk and capital management is detailed as follows: 

Credit risk 
 

Credit risk is the risk that a counterparty will be unable to pay amounts in full when due. Key areas where the 

Company may be exposed are: 

• amounts due from policyholders; 

• amounts due from corporate bond and sovereign debt issuer; 

• amounts due from reinsurers in respect of insurance claims paid, and 

• amounts due from counterparties to derivative transactions. 

• amounts due from financial institutions in respect of deposits held 
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27  Risk management policies (continued) 

Credit risk (continued) 

The Company reduces the risk of policyholder payment defaults by selling its products through the banking 

network of the joint venture Company, Banca de Monte dei Paschi di Siena.  Policyholder premiums are debited 

directly from the bank account at the inception of the policy. Regular premium policyholders are debited on 

agreed dates. 

Reinsurance is used to manage insurance risk on additional rider benefits.  If a reinsurer fails to pay a claim the 

Company is liable for payment to the policyholder. The creditworthiness of reinsurers is considered on an annual 

basis by reviewing their financial strength and reputation in the market place prior to any contract being signed.   

The Company only considers those companies with a rating of BBB and higher as reinsurance partners. 

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing basis.   

Transactions involving derivative financial instruments are with counterparties with high credit ratings. Given 

their high credit ratings, management does not expect any counterparty to fail to meet its obligations. All 

derivative contracts are backed by collateral agreements which mitigate the credit risk for the Company.  

To mitigate the risk with financial institutions, the Company has adopted and applies with the group risk 

guidelines issued with AXA Group. The guidelines place limits on the Company’s market and credit exposures. 

In the case of deposits only approved financial institutions are considered and a cap on amounts on deposit is 

followed.  

For unit linked contracts, the Company matches all the liabilities with assets in the portfolio on which the unit 

prices are based. There is therefore no credit risk for the Company on these contracts.  

Analysis of counterparty risk on assets and exposures 

      2021   2020 

      €’000   €’000 

Counterparty risk assumed by shareholders           

German government bond      66   70 

Italian government bond      2,318   2,452 

Austrian government bond                      -      1,039 

French government bonds      3,837   5,116 

Irish government bonds      5,429   5,666 

Units in managed funds     230   230 

AXA Liquidity Fund     36,738   65,019 

      48,618   79,592 

            

      2021   2020 

      €’000   €’000 

Other assets where counterparty risk is assumed by the policyholder:         

Investments in unit trusts     8,459,487   8,062,827 

 

Investments in index linked bonds and corporate bonds are subject to a minimum credit rating of BBB. 
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27  Risk management policies (continued) 

Market risk 

Market risk can be described as the risk of changes in the fair value of a financial instrument due to changes in 

interest rates, equity prices, creditworthiness, foreign exchange rates or other factors.  The Company seeks to 

mitigate this risk by a number of factors as described below.  The Company’s policies to address these risks were 

unchanged from the previous year.  

The Company’s exposure to changes in interest rates is limited to changes in the value of the shareholder’s 

investments.   

Interest rate risk 

Interest rate risk can be described as the risk that a security's value will change due to a change in interest rates. 

All interest rate exposure on policyholder investments is borne by policyholders and as such the Company does 

not have any interest rate exposure in relation to these investments.  

The Company does hold assets which are exposed to interest rate movements and these are dealt with under the 

heading “Exposure to interest rate risk” on page 42. 

Foreign currency risk 

Foreign currency risk can be described as the risk that the Company may be affected due to an adverse movement 

in foreign exchange rates. The Company did hold assets during 2021 which were subject to exposure on currency 

movements. These assets were future contracts entered into as part of the Company hedging program for 

Accumulator products and were linked to foreign indices such as TOPIX (JPY), FTSE (GBP), SMI (CHF) and 

S&P 500 (USD). The hedging programme for Accumulator was discontinued in August 2021 and all derivatives 

associated with this programme have been disposed of. At 31/12/2021 zero such derviateives were held. For unit 

linked contracts the Company matches all the liabilities with assets in the portfolio on which the unit prices are 

based. There is therefore no foreign currency risk for the Company on these contracts.   

Liquidity risk 

Liquidity risk is the risk that the Company will encounter difficulties in obtaining funds to meet its commitments 

including commitments associated with financial instruments. In managing the Company’s assets and liabilities, 

the Company seeks to ensure that cash is at all times available to settle liabilities as they fall due. The Company’s 

treasury position is reviewed on a daily basis and cash balances are maintained to meet due liabilities. 

For investment contract redemptions, cash paid out is funded by the redemption of the linked assets supporting 

the contract liability. The Company may be exposed to certain transactions affecting unit linked transactions such 

as unit private switching and the purchase of index linked investment bonds. The unit private switching involves 

the selling and buying of assets on the same day. If a mismatch occurs the Company may be liable to fund the 

purchase of the new assets while waiting for the sell transaction to complete. This risk is considered to be minimal 

and is monitored by management. Index linked products are subject to a minimum buy amount with the issuer.  

If the sales value does not match the minimum sell quantity, the Company is required to take a shareholding in 

the offering. The risk is minimised by entering into a sell back contract at the original price.  

Price risk 

Price risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate due to changes 

in market prices, whether those changes are caused by factors specific to the financial instrument or its issuer, or 

factors affecting all similar financial instruments traded in the market. The prices of the index linked assets sold 

back to the issuing companies are negotiable and can potentially result in price risk.  These are the only assets 

with exposure to price risk.  The prices of other assets held by the Company are subject to interest rate movements 

and equity market movements. 
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27  Risk management policies (continued) 

Operational risk 

Operational risk is the risk of a loss arising from failed or inadequate internal processes or systems, human error or 

other external factors. The Company manages these risks by identifying and testing key control procedures, and 

obtaining and reviewing key management information and trend analyses on operational occurrences.  Controls 

include segregation of duties, access controls, authorisation and reconciliation procedures, staff education and 

internal audit. Material operational issues and failures are brought to the attention of the Board. 

Insurance risk 

Insurance risk refers to the fluctuation in the timing, frequency and severity of insured events relative to the 

expectations of the Company at the time of underwriting. Insurance risk can also refer to fluctuations in the 

timing and amount of claim settlements. 

Given the limited nature of the insurance risk, underwriting procedures are limited to seeking declarations of 

good health from policyholders.  This declaration is not sought for some policies with minimal insurance risk. 

The Company’s reinsurance policy is to reinsure additional rider benefits such as critical illness cover and 

permanent and total disability. In 2010 the Company decided not to reinsure any new business in relation to rider 

benefits. The Company has put in place a Board-approved reinsurance strategy which continually monitors the 

level of mortality risk on the statement of financial position. Indicators are set in terms of sum at risk at individual 

policyholder and at portfolio level.  

Exposure to interest rate risk 

The following table provides a duration profile for holdings of interest sensitive investment assets: 
 

At 31 December 2021 6 months 6 - 12 months 1 - 5 years Over 5 years Total 

  or less         

  €’000 €’000 €’000 €’000 €’000 

            

Government bonds                   -                       -    9,571 2,078 11,649 

Deposits with credit institutions 88,154                    -                      -                      -    88,154 

  88,154                    -    9,571 2,078 99,803 

            

At 31 December 2020 6 months 6 - 12 months 1 - 5 years Over 5 years Total 

  or less         

  €’000 €’000 €’000 €’000 €’000 

            

Government bonds                   -    2,109 7,515 4,719 14,343 

Deposits with credit institutions 98,056                    -                      -                      -    98,056 

  98,056 2,109 7,515 4,718 112,399 
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27  Risk management policies (continued) 

The effective interest rates at 31 December 2021 were as follows:     

          

  6 months 6 - 12 months 1 - 5 years Over 5 years 

  or less       

          

Government bonds 0.00% 0.00% (0.43%) 0.03% 

Deposits with credit institutions (1.10%)                    -                      -                      -    

          

The effective interest rates at 31 December 2020 were as follows:     

          

  6 months 6 - 12 months 1 - 5 years Over 5 years 

  or less       

          

Government bonds 0.00% (0.67%) (0.57%) (0.46%) 

Deposits with credit institutions (1.10%)                    -                      -                      -    

 

The sensitivity analysis highlights the cash flow impact of a reduction by 1% on interest rate sensitive assets held 

at 31 December 2021 and 2020. These cash flows contribute directly to the profit before tax result. The principal 

components are as follows: 

• Fixed coupon bonds: There will be no cash flow implications (the coupon is fixed) unless the bonds 

are disposed of. 

Deposits with credit institutions: A reduction in interest rates will reduce the interest receivable on deposit 

accounts. As the availability of positive deposit interest accounts in the current environment is low, the estimated 

impact is Nil as shown in the table below. 

1% reduction in interest rates           

At 31 December 2021 6 months 6 - 12 months 1 - 5 years Over 5 years Total 

  or less         

  €’000 €’000 €’000 €’000 €’000 

            

Government bonds                   -                       -                      -                      -                   -    

Deposits with credit institutions (238)                    -                      -                      -    (238) 

  (238)                    -                      -                      -    (238) 

            

1% reduction in interest rates           

At 31 December 2020 6 months 6 - 12 months 1 - 5 years Over 5 years Total 

  or less         

  €’000 €’000 €’000 €’000 €’000 

            

Government bonds                   -                       -                      -                      -                   -    

Deposits with credit institutions (265)                    -                      -                      -    (265) 

  (265)                    -                      -                      -    (265) 
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27   Risk management policies (continued) 

Derivatives 

The Company does not use hedge accounting. The only derivatives held where the risk is retained by the 

Company are options held for short periods of time as a result of policyholder surrenders of structured assets or 

options held to maturity where investment risk is marginal and is in line with the Company’s risk appetite 

statement.  

The Company also holds derivatives in respect of the Accumulator product. A key feature of the Accumulator 

product underwritten by the Company is that there is a minimum guaranteed return to the policyholder. The 

Company mitigates the cost of these financial guarantees by operating a dynamic hedging program whereby 

changes in the discounted value of the policyholders’ option are offset by changes in the value of the hedge assets. 

The amount of hedge assets held is adjusted regularly in line with changes in asset volumes, the product is closed 

to new business, and with market movements. This process is known as dynamic hedging strategy. The 

Company’s dynamic hedging strategy is approved by the Board and seeks to ensure that a position on fixed 

income and equity futures offset a change in the “marked to market” value of the minimum guarantee benefits, 

as equity and fixed income markets fluctuate. As the markets increase or decrease, the change in the value of the 

guarantees is offset by a change in the value of the portfolio of hedge instruments.      

The Company receives hedging advisory services from Architas, a subsidiary of AXA S.A. Architas uses 

sophisticated valuation techniques to model the assets and liabilities and to calculate the number of fixed income 

and equity futures contracts and interest rate swaps required to hedge the Company’s exposure. This is a dynamic 

model and allows for policyholder behaviour in different scenarios.  

During 2021 the Company also entered into “lapse hedge” derivatives in respect of new tranches of the Progetto 

Protetto product. The purpose of the derivative is to provide a hedge against a reduction in Annual Management 

Fees which would result as a consequence of higher than expected lapses. For each tranche a projection of all 

expected cashflows resulting from the expected lapse rate is calculated. This is the initial premium for the 

purchase of the derivative from our counterparty, BMPS Capital Services, a subsidiary of MPS. The maximum 

possible loss for the company (excluding counterparty risk, which is collateralized) is the initial premium. This 

would be case when lapses are zero. Lapses generate positive cashflows for the Company throughout the product 

life.  In scenarios where lapses are zero, or lower than expected, the net loss on the derivative is compensated by 

higher than expected Annual Management Fees. Conversely, when lapses are higher than expected, there is a net 

cash inflow from the derivative, compensating the Company for lower than expected Annual Management Fees. 

All of the Company’s derivative positions are collateralised. The Company has acquired the services of AXA 

Investment Managers Paris (“AXA IMP”), a subsidiary of AXA S.A., through an Investment Management 

Agreement (“IMA”), to manage all of the collateral requirements of the Company. The IMA allows AXA IMP 

to act on behalf of the Company in relation to derivative transactions, collateralisation of same and to ensure that 

the Company meets its obligations as required under the European Market Infrastructure Regulation.  
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27   Risk management policies (continued) 

Derivatives (continued) 

The Company's derivative portfolio at 31 December 2021 is shown below:     

            

    Notional  Fair value Fair value Fair value 

    amount asset liability net 

      €’000 €’000 €’000 

Lapse hedge swaps   1,048,842 4,290                   -    4,290 

    1,048,842 4,290                   -    4,290 

            

The Company's derivative portfolio at 31 December 2020 is shown below:     

            

    Notional  Fair value Fair value Fair value 

    amount asset liability net 

      €’000 €’000 €’000 

Interest rate swaps   21,140 458                   -    458 

Lapse hedge swaps   693,416 3,147                   -    3,147 

Exchange traded futures   13,952 17 (128) (111) 

    728,508 3,622 (128) 3,494 

 

The table below provides an analysis of the notional amount of derivative instruments held into their relevant 

maturity groups based on the remaining period. 

At 31 December 2021   < 1 year 1 - 5 years > 5years Total 

            

Lapse hedge swaps                      -    786,006 262,836 1,048,842 

                       -    786,006 262,836 1,048,842 

            

At 31 December 2020   < 1 year 1 - 5 years > 5years Total 

            

Interest rate swaps   21,140                   -                      -    21,140 

Lapse hedge swaps                      -    378,995 314,421 693,416 

Exchange traded futures   13,952                   -                      -    13,952 

    35,092 378,995         314,421  728,508 

 

Exposure to equity market movements: 

Any movement in the Company’s assets due to equity market movements, to the extent that they are held on 

behalf of the policyholder, is exactly offset by a movement in corresponding liabilities. The Company’s exposure 

to market movements is limited to the investment of shareholder’s assets in equities and equity related options. 

Shareholder assets invested in unit funds exposed to equity market movements represents 0.28% (2020: 0.26%) 

of total shareholder equity. These assets comprise primarily of loyalty units held of €395k (2020: €360k) which 

are held for the benefit of policyholders whose policies allow for a loyalty bonus top up upon reaching a specified 

anniversary date.   
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27   Risk management policies (continued) 

Fair value hierarchy 

The following tables shows an analysis of the financial instruments recorded at fair value in accordance with fair 

value hierarchy. The fair value hierarchy reflects the significance of the inputs used in determining the valuation 

and are classified as Level 1, Level 2 and Level 3.  

The prices for the debt securities and fixed income securities are quoted on active markets and therefore the prices 

for these assets are obtained independently from the market. These are classed as Level 1 assets. 

Level 2 refers to asset inputs other than quoted prices included within Level 1 that are observable for the assets, 

either directly (i.e. as prices) or indirectly (i.e. derived from prices). 

Level 3 refers to assets whose fair value cannot be determined using observable measures, such as market prices 

or models. The Company holds no such assets. 

There were no transfers between levels 1 and level 2 during the year ended 31 December 2021 (31 December 

2020: None) 

 

Fair value hierarchy           

At 31 December 2021   Level 1 Level 2 Level 3 Total 

    €’000 €’000 €’000 €’000 

            

German government bond   66                   -                      -    66 

Italian government bond   2,318                   -                      -    2,318 

French government bonds   3,837                   -                      -    3,837 

Irish government bonds   5,429                   -                      -    5,429 

Unit trusts                      -    230                   -    230 

AXA Liquidity Fund   36,738                   -                      -    36,738 

Investments in unit trusts                      -    8,459,487                   -    8,459,487 

    48,388 8,459,717                   -    8,508,105 

            

At 31 December 2020   Level 1 Level 2 Level 3 Total 

    €’000 €’000 €’000 €’000 

            

German government bond   70                   -                      -    70 

Italian government bond   2,452                   -                      -    2,452 

Austrian government bond   1,039                   -                      -    1,039 

French government bonds   5,116                   -                      -    5,116 

Irish government bonds   5,666                   -                      -    5,666 

AXA Liquidity Fund   65,019                   -                      -    65,019 

Unit trusts                      -    230                   -    230 

Investments in unit trusts                      -    8,062,827                   -    8,062,827 

    79,362 8,063,057                   -    8,142,419 
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28 Accounting estimates and judgements 

The Company’s critical accounting policies and estimates and the application of these policies and estimates are 

considered by management each reporting period.  

Insurance 

The Company makes estimates of the expected number of deaths for each of the years that it is exposed to risk. 

These estimates are based on standard industry and national mortality tables, adjusted to reflect the Company’s own 

experience. Appropriate allowance is made for expected improvements in mortality, due to improvements in 

medical care and social conditions. However, there is considerable uncertainty regarding the impact of epidemics 

and changes in lifestyle such as smoking, eating and exercise habits, which could result in a deterioration in 

mortality. For contracts without fixed terms, the Company has assumed that it will be able to increase premiums in 

future years in line with emerging mortality experience. 
 

Investment contracts 

Investment contracts are accounted for as financial instruments under IAS 39. These are primarily unit linked 

contracts whose value is contractually linked to the fair value of the financial assets held by the Company. Initial 

fees earned and incremental costs (mainly commission) paid on sale of an investment contract are deferred and 

recognised over the expected life of the contract. The expected life of the contract is estimated based on current 

experience, the term of the contracts and is reviewed at least annually. Changes to the life expectancy could affect 

the income and costs recognised and the value of the related asset and liability included in the financial 

statements.  

However, given that any changes to the life expectancy will affect both costs and fees, the net impact is unlikely 

to be significant. 

Financial instruments 

The Company carries certain financial assets and liabilities at fair value, including derivatives and assets and 

liabilities of the life assurance operations. Assets and liabilities are priced using a quoted market price where 

available or by using valuation models. Valuation models use data such as interest rate yield curves, equity prices, 

options volatilities and currency rates. Most of these parameters are directly observable from the market. Changes 

in the fair value of financial assets will largely be offset by corresponding changes in the fair value of liabilities 

and therefore the net impact on equity is unlikely to be significant. 

Other technical provisions 

In the calculation of other technical provisions it has been necessary to make certain assumptions regarding future 

experience. The main assumptions relate to expense levels and sales assumptions.  

29 Ultimate parent undertaking  

The Company is a 100% subsidiary of AXA MPS Vita which in turn is 50% owned by Banca Monte dei Paschi 

di Siena S.p.A. and 50% owned by AXA S.A.  AXA S.A. has a controlling interest in AXA MPS Vita and is 

therefore the ultimate parent of the Company. The parent undertaking of the largest group of undertakings for 

which group financial statements are drawn up is AXA S.A. which is incorporated in France and this Company 

is considered by the Directors to be the ultimate parent undertaking.  

The financial statements of AXA S.A. are available from the company secretary at 25 Avenue Matignon, 75008, 

Paris, France.  

The financial statements of the Company are available from the Company Secretary at 33 Sir John Rogerson’s 

Quay, Dublin 2. 
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30  Related party transactions 

The Company received a number of services from related parties. The Company has an agreements with: 

• AXA Investment Managers Paris for the provision of derivative management Services 

• Architas Solutions for the provision of dynamic hedging strategies and provision of investment support 

services for iProtect. 

• Architas Multimanager Europe for the reimbursement of shared office space and associated costs. 

• AXA Investment Managers London for the provision of investment management advice. 

• AXA MPS Assicurazioni Vita for the provision of risk management Services. 

• MPS Capital Services for the provision of structured policyholder products. 

• Banca Monte dei Paschi di Siena (BMPS) and pays commissions in respect of new and ongoing business.  

• AXA Italia Servizi for the provision of IT services. 

• AXA MPS Assicurazioni Vita whereby the Company provides investment management advice for unit linked 

investment funds.   

• AXA Insurance for the provision of office space in Wolfe Tone House and associated service charges. 

• AXA Group Services WLM for the provision of Anti Money Laundering Solutions 

 

The following table provides transactions with related parties:  

 

Note 10 reflects the remuneration paid by the Company to relevant Board members. 

 

 

 

 

 

. Payable Expense Income Payable

at start payable by receivable by Payments at end

of year AXA-MPS AXA-MPS /(receipts) of year

Relationship €’000 €’000 €’000 €’000 €’000

For the year ended 31 December 2021

AXA IM Paris Group (287) (1,428) - 1,481 (234)

Architas Solutions Group (38) (185) - 212 (11)

AXA IM London Group (294) (1,828) - 1,972 (150)

AXA MPS Assicurazioni Vita Group - - 100 (100) -

AXA Italia Servizi Group (525) (598) - 422 (701)

Architas Multimanager Europe Group 39 - 207 (246) -

AXA Insurance Group - (36) - - (36)

AXA Group Services WLM Group - (50) - - (50)

BMPS JV Partner (14,980) (79,605) - 77,824 (16,761)

(16,086) (83,730) 307 81,565 (17,943)

For the year ended 31 December 2020

AXA IM Paris Group (808) (1,317) - 1,838 (287)

Architas Solutions Group (60) (390) - 412 (38)

AXA IM London Group (310) (1,776) - 1,792 (294)

AXA MPS Assicurazioni Vita Group - - 100 (100) -

AXA Italia Servizi (restated) Group - (525) - -                (525)

Architas Multimanager Europe Group - - 161 (122) 39

BMPS JV Partner (17,212) (66,664) - 68,896 (14,980)

(18,391) (70,672) 261 72,716 (16,086)
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31  Pension commitments 

The Company operates a voluntary defined contribution scheme for its employees.  The assets of the scheme are 

held separately from those of the Company in an independently administered fund.  Pension costs represent 

contributions payable by the Company to the fund and amounted to €410,619 (including €33,630 in respect of 

executive Directors) in the year ended 31 December 2021 (2020: €407,692 (including €33,630 in respect of 

executive Directors). Pension contributions payable by the Company at 31 December 2021 were €NIL (2020: 

57,132) 

32  Employee share ownership  

AXA S.A. grant performance shares also known as International Performance Shares (PSi) which replaced 

Performance Units awarded to employees.  Performance Share Units aim at rewarding and retaining the best 

talents by associating them to the intrinsic performance of the AXA group and of their operational business unit 

as well as to the performance of the AXA share price in the medium term (3 to 4 years).   

Under the International Performance Shares (PSi) plan, beneficiaries of Performance Shares have the right to 

receive at the settlement date, a certain number of AXA shares based on the achievement of performance criteria 

defined by AXA and vesting period. The performance’s period and measurement is between two and three years. 

The vesting period (service condition) is between three and four years. However, as opposed to Performance 

Units granted in 2011 and 2012, under the International Performance Shares plan, the settlement will be made in 

shares rather than in cash (except where the settlement in shares is impossible for legal or other reasons). 

The cost to the Company in 2021 in respect of performance shares was €326,924 (2020: €64,795) 

33   Events after the reporting date 

There have been no significant events affecting the Company since the year end which require amendment to the 

financial statements.  

However, the invasion of Ukraine by Russia on February 24th 2022 has led to significant volatility in Financial 

Markets during Q1 2022. Whilst there have been very limited first order impacts upon AMF there are potentially 

second order effects which will impact AMF over the coming periods. 

AMF have zero direct exposure to Ukraine or Russian Assets. Within the policyholder assets at 31/12/2022 (upon 

which the policyholder bears the investment and default risk) there were assets of approximately €20m (0.25% 

of policyholder assets). Policyholders also have exposure of c€600k to the Schroders ISF Emerging Fund (upon 

which the policyholder bears the investment and default risk) which suspended pricing. 

The management of AMF are continually monitoring events and have observed that sales year to date March 

2022 have been lower than in the previous year and this could reflect client uncertainty in the current 

environment, while increased inflation from the current energy crisis could make cost control more challenging. 

Moreover, financial volatility could negatively impact investment performances on AMF’s assets under 

management. Sales, surrender behaviour and market movements are monitored on an ongoing basis and the 

company’s sensitivity to these factors are tested through the ORSA produced by AMF. 

The company has discussed the heightened cyber security risks resulting from Russia’s invasion into Ukraine. 

The situation is being monitored closely. Preventative measures are already in place, with EDR tools in place, 

close monitoring for any evidence of DDoS attacks, and close monitoring of emails for any suspicious activity. 

Staff have been reminded to be on heightened alert for suspicious emails or unusual activity. 
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34   Significant business developments or other events 

Market Environment 

2021 saw the continuation of the global pandemic of the COVID-19 pandemic, which first appeared in China late 

2019 before spreading to other countries and becoming a worldwide pandemic by March 2020.  

During 2021, governments of most major economies continued to impose confinements, quarantines, travel 

restrictions, social distancing measures. Global infections continued to grow exponentially during 2021 but within 

developed economies the hospitalisation and mortality rates reduced as the benefits of vaccination and improved 

treatment were realised along with the emergence of a more infectious but less lethal strain of COVID-19. The 

global roll out of vaccines has given developed economies confidence to gradually reduce the levels of restrictions 

imposed upon their populations and economies.  

2021 saw a continuation of the massive disruptions to global economic output, notably in the manufacturing sector, 

trade and supply chains. Whilst supply chains have not yet fully recovered, economic output has recovered 

significantly during 2021, albeit from a much-reduced 2020 base. 

Markets have remained buoyant during 2021. Central Banks have provided historic levels of liquidity to developed 

markets, providing a strong foundation for both equity and bond markets. In Europe, the ECB continued with the 

Pandemic Emergency Purchase Programme in addition to the Asset Purchase Programme. In the United States the 

Federal Reserve continued a policy of Quantitative Easing and in the UK the Bank of England also continued a 

policy of bond purchases. However, in the last two months of 2021, several central banks announced their intention 

to taper bond purchases and markets began to price in rate rises.  

From a macro-economic standpoint many economies have significant levels of pent-up demand resulting from the 

COVID-19 restrictions and fiscal stimulus. This contrasts with the ongoing supply constraints resulting from the 

dislocations to supply chains and manufacturing capacity. This is generating significant inflationary pressures and 

increased pricing power for suppliers. The combination of strong demand and producer pricing power has led to 

positive earnings growth in many sectors, underpinning very strong equity performances. 

Activity and Earnings 

The Company’s sales in 1st half of 2021 started very strongly, underpinned by promotional activity on the Personal 

Style and Private Suite products. Sales in 2nd half of 2021 were lower, reflecting the end to the sales campaigns but 

were still at budgeted levels for that period. Overall sales were €1.732bn, significantly ahead of the 2020 sales 

figure of €1.308bn; budget was therefore exceeded by 32%. Sales have been very positive against a backdrop of 

continuing COVID-19 related restrictions in Italy. New ways of interacting with clients have returned AMF sales 

volumes to close to pre-pandemic levels.   

Lapses were also close to pre-pandemic levels. Rates of surrender were above budget by 15%, a reflection of the 

generally higher than expected activity levels. Death claims increased significantly during 1st half of 2021, driven 

by increased mortality in older lives, and an internal AMF analysis attributes this to a temporary increase in 

mortality occasioned by COVID-19. Maturities of tranche products are now becoming a larger part of the overall 

lapse total.  

Earnings for 2021 are 8% higher than in 2020. The improvement in equity markets during 2021 and the relative 

stability in the bond markets has resulted in strong Assets Under Management (AUM) growth. A result of the AUM 

growth has been increased Annual Management Charge (AMC) income. Whilst this increase in AMC does increase 

profit there are offsetting impacts in renewal commission costs. 

Cost control within AMF remains strong. Core expenses excluding Project Costs are constant over 2020 and 2021. 

The cost management measures implemented during the early part of the pandemic have allowed the Company to 

remain very efficient. Discretionary expenditure remains tightly controlled although the Company plans to increase 

expenditure, particularly in travel, marketing and distribution activities, if and when COVID-19 related conditions 

allow.   
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35  Approval of financial statements 

The directors approved the financial statements on 06 April 2022. 
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