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IRISH LIFE & PERMANENT PLC 

 
Six months to 30 June 2008 
 
 
 
PRESENTATION OF INFORMATION 
 
 
EU IFRS Condensed Financial Statements 
 
EU law requires that the consolidated financial statements of the group be prepared in accordance with 
International Financial Reporting Standards (“IFRS”) as adopted by the EU. 
 
EU IFRS is applied to all operations including the application of IFRS 4 ‘Insurance Contracts’ to the 
group’s life assurance operations.  IFRS 4 allows insurance contracts to continue to be accounted for 
under previous GAAP as adjusted for any changes which result in more relevant and reliable 
information. As a consequence of this the results for the group’s insurance contracts continue to be 
prepared under the embedded value methodology as described below. 
 
The EU IFRS condensed financial statements are included on pages 20 to 40. 
 
 
Supplementary Embedded Value (EV) Basis Financial Statements 
 
The supplementary EV basis shows the results of the group’s life assurance operations (including both 
insurance and investment contracts) prepared in accordance with the European Embedded Value (EEV) 
Principles issued in May 2004 with additional guidance on EEV disclosures issued in October 2005 by 
the European Chief Financial Officers’ Forum.   
 
The results of all other operations are prepared in accordance with IFRS.  
 
The group has focused on the EV basis, as it believes that EV is a more realistic measure of the 
performance of life businesses than the statutory IFRS basis. The EV basis is used throughout the 
group to assess performance, and it is also the measure used by life insurance companies generally 
and by the investment community to assess the performance of life businesses. 
 
The  supplementary EV basis results are included on pages 52 to 69. 
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FINANCIAL HIGHLIGHTS 
 

For the six months to 30 June 2008 (Unaudited) 
 
 
 

 30 June 30 June  Growth
 2008 2007   
Statutory Basis (EU IFRS)    % 
     
Profit after tax (attributable to equity holders) €208m €222m  (6)
     
EPS on continuing activities 77.8 cent 83.0 cent  (6)
     
     
EV Basis     
     
Profit after tax (attributable to equity holders) €35m €289m  (88)
     
Total EPS  12.7 cent 105.0 cent  (88)
     
Operating profit before tax €300m €321m  (7)
     
Operating EPS 95.7 cent 102.8 cent  (7)
     
     
Bank Lending     
     
New loans issued €5.1bln €6.3bln  (19)
     
Lending book (Net) €41.0bln €36.7bln  12 
     
Mortgage loan book (Ireland) €27.7bln €24.7bln  12 
     
     
Life & Investment New Business     
     
Life new business     
 - APE €294m      €350m  (16)
 - PVNBP €1.8bln €2.4bln  (22)
     
Life and investment new business   
 - APE €397m €594m  (33)
 - PVNBP €2.9bln €4.8bln  (40)
     
     
Dividends     
     
Interim Dividend per share 22.5 cent 22.5 cent  - 
     
     
Total Tier 1 Capital Ratio 10.1% 11.2%   
     
Life Solvency Cover (times) 1.6 1.7   
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GROUP CHIEF EXECUTIVE’S REVIEW 
 
 
The first six months of 2008 have seen the group deliver a very robust performance in challenging 
market conditions with the credit crunch continuing unabated, and contributing in turn to the slowdown of 
the Irish economy, and very weak global investment markets across all asset classes – property, 
equities and bonds. 
 
On a statutory basis (EU IFRS) pre-tax operating profits were €221m (H1 2007: €241m) and total profits 
after tax were €210m (H1 2007: €223m). On an embedded value basis pre-tax operating profits were 
€300m (H1 2007: €321m). The major contributing factor of the 7% decrease on pre-tax operating profits 
was the sharply reduced contribution of €2m (H1 2007: €18m) from our associate general insurance 
business, Allianz (Ireland). The operating profit for the group’s core life and banking businesses were 
€299m for the first half of the year, in line with the 2007 first half outcome of €304m.  
 
Our life assurance business, which accounts circa 60% of group earnings, delivered strong 
performances in its corporate pensions and asset management divisions largely off-setting the fall in 
demand for investment products which impacted the retail division. In our retail banking business the 
low risk nature of our lending – predominantly prime residential mortgages – has given the bank the 
flexibility to readily meet both its long and short term funding requirements and continues to deliver very 
good credit experience. 
 
The business environment in which the group is now operating is a very different place than it was 
twelve months ago. The global financial services industry has been buffeted by a series of crises and 
shocks of unprecedented severity. In Ireland we have seen a slowdown in the economy driven mainly by 
the adjustment taking place in the housing market but also reflecting tightened credit conditions and 
dampened consumer confidence. Although the underlying demographic and economic fundamentals in 
Ireland remain strongly positive for our businesses it is clear that there’s still some way to go before 
normal conditions reassert themselves. 
 
Our priorities in this environment therefore have been to: 
 

• adapt our banking business to the changed funding environment while ensuring our key 
customer franchises are protected, 

• tightly monitor and manage credit experience and minimise impairments, 
• continue to build our leading position in the life market, in particular in pensions and protection / 

risk, 
• adjust our cost base across the group in response to lower levels of new business and to 

continue to increase productivity, and to 
• build on the group’s capital strength and flexibility. 

 
 
In our banking business we have consciously moderated loan growth in non-core areas of our business 
given the disruption in credit markets and the increase in funding costs as a result of widening credit 
spreads. We have also taken a number of initiatives in the first half of the year to broaden our deposit 
gathering activities. New lending is being focused on residential mortgages and personal customer 
loans in Ireland while we have also increased rates and cut intermediary commissions to restore 
margins.  
 
We have also sought to minimise losses from credit impairments. The bank does not engage in property 
development or SME lending. In our largest loan book – Irish residential mortgages – arrears at end 
June were broadly unchanged from end 2007. Our UK loan book, which is predominantly buy-to-let 
mortgage lending, has seen an increase in arrears and impairments since the start of the year. This has 
been from a low base and the arrears experience continues to be significantly better than the sector as 
a whole. Credit criteria for new lending have been tightened and in both Ireland and the UK (where we 
stopped new lending in March) we are adding additional resources to our collections teams to ensure 
that we can proactively manage any increase in arrears that might arise. 
 
Whereas the demand for investments and savings products has been badly hit in recent months as a 
result of the weakness in equity and property markets, sales of pension and protection products have 
generally been more resilient. The longer term outlook for long term savings in Ireland remain strongly 
positive and while the business adjusts to the current reduction in sales we are continuing to invest in 
our capacity and distribution to ensure that we maximise the opportunity as and when the cycle turns. 
 
Elevated credit spreads, increased impairment provisions and slower new business volumes put 
pressure on margins and profitability. We are taking a cautious and prudent view on how long these 
conditions may persist. In addition to actively managing credit risk, cost management is a priority in all 
our businesses. We have already made substantial savings in 2008 with like for like operating costs for 
the first half of the year broadly flat on the prior year. Costs will continue to be an important focus for the 
remainder of this year and into 2009.  
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We have taken a range of actions to protect our franchises and the profitability of the business in 
response to the current conditions and we are doing this from a position of capital strength and flexibility. 
At the half year the bank’s Core Tier 1 ratio was over 10% versus the regulatory requirement for a Total 
capital ratio of 9.03%. In our life business we continue to hold regulatory capital well in excess of 
minimum solvency requirements. In addition we carry significant margins in the life technical reserves 
held to support insurance and investment contract liabilities and which effectively represents a store of 
surplus capital in the life business which can be accessed via reinsurance financing or securitisation. 
This provides the group with significant capital flexibility to withstand whatever the current economic 
cycle may throw at us. 
 
The interim dividend for 2008 is being held level on 2007. We feel confident that the group’s 
performance for the balance of the year with regard to both profitability and capital generation will 
support a flat dividend, year on year for 2008. However we will of course review this in the light of the 
actual full year outturn. 
 
 
Outlook 
 
The economic environment will remain difficult for the remainder of the year which will mean a 
continuation of the type of challenges we’ve faced over the first half of this year.   
 
Bank new lending will slow in the second half of the year reflecting tighter credit conditions and weaker 
demand.  This will result in low single digit growth in the bank’s balance sheet for the year as a whole.  
Impairment provisions on the bank’s loan book are anticipated to be in the order of 8 basis points for the 
year.  
 
Life new business volumes are expected to be down circa mid teens percent against what was a record 
performance in 2007 when life sales grew by 30%.   
 
In respect of margins, higher funding costs will impact the full year net interest margin in the bank with 
an expected outcome for the full year of between 98 basis points and 100 basis points. In the life 
business the new business margin is expected to be approximately 16%/17% for the full year. 
 
Taking life and banking businesses together, we are guiding a high single digit decline in core operating 
profits for the year as a whole.  With an expected reduced contribution from our associate business, 
Allianz Ireland, the overall pre tax operating profit figure is likely to be circa 10% down on that achieved 
in 2007. 
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GROUP OVERVIEW OF EU IFRS RESULTS 
 
 
The group’s condensed consolidated income statement under EU IFRS is summarised below: 
 
 6 months to 

30 June 2008
  6 months to 

30 June 2007 
 12 months to

31 Dec 2007
 €m  €m €m 
     
Net interest income 230  227 480 
Other non interest income (18)  (14) (49)
Premiums on insurance contracts 384  410 718 
Reinsurance share of premiums on insurance 
contracts 

(106)  (113) (311)

Fees from investment contracts 149  131 284 
Change in the value of in-force 32  32 54 
Investment return (3,366)  1,299 (25)
Profit on sale of property & equipment -  - 1 
Operating income (2,695)  1,972 1,152 
     
Claims on insurance contracts – net of 
reinsurance 

(163)  (163) (322)

Change in insurance contract liabilities – net of 
reinsurance 

120  (20) 177 

Change to investment contract liabilities 3,303  (1,230) 98 
Administration expenses (275)  (267) (541)
Impairment losses on loans and receivables (15)  (8) (28)
Other (54)  (43) (88)
Operating expenses 2,916  (1,731) (704)
     
Operating profit 221  241 448 
Share of associated profits / joint venture 1  17 29 
     
Profit before tax 222  258 477 
Taxation (12)  (35) (25)
Profit for the year 210  223 452 
 
 
Group Income Statement 
 
Total statutory basis profits after tax for the period fell 6% to €210m (2007: €223m). The operating profit 
at €221m was 8% behind 2007 (€241m). 
 
Operating income at €2,695m negative was significantly lower than 2007 (€1,972m positive) principally 
due to the large reduction in the investment return which was a negative €3,366m in 2008 compared to 
a positive €1,299m in 2007. This reduction principally reflects the impact of negative investment market 
returns on policyholder funds in 2008 compared to positive returns in 2007. Included in the investment 
return are exceptional gains of €29m achieved on the sale of the bank’s gilt “Held to Maturity” portfolio in 
the first quarter of the year, which helped to offset the impact of higher funding costs arising from the 
global credit crunch. Operating expenses of €2,916m positive in 2008 compare to €1,731m negative in 
2007 principally due to the change in investment liabilities. These were €3,303m positive in 2008 
compared to €1,230m negative in 2007 again due to the negative investment return on policyholder 
funds in 2008 compared to the positive outcome in 2007. 
 
The 2008 outcome also includes gains of €43m (2007 €17m) in respect of the fall in the value of Irish 
Life & Permanent shares held for the benefit of policyholders which reduced policyholder liabilities but 
under EU IFRS the corresponding fall in the value of the own shares is not recognised. 
 
Net interest income of €230m is 1% ahead of 2007 (€227m). The additional income earned from the 
growth in bank’s loan balances from €36.7bln in June 2007 to €41bln in June 2008 has been offset by 
the higher cost of funds due to the credit crunch. As a result of the higher cost of funds the net interest 
margin declined to 1.08% at the half year from 1.17% for the full year 2007.  
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Life new business written (excluding ILIM investment sales) on an APE basis declined by 16% to €294m 
from €350m in first half of 2007. The slight reduction in both premiums on insurance contracts and 
reinsurance premiums is due to lower annuity sales in 2008 than in 2007. The new business contribution 
was a positive €5m in the reported 2008 statutory profits, compared to a negative contribution of €3m in 
2007, under EU IFRS the fixed cost of acquiring investment contract new business is recognised in the 
year of acquisition whilst profit flows are recognised over the life of the contract. 
 
The fees on investment contracts increased by 14% mainly due to a higher level of average investment 
fund balances in the six months to June 2008 compared to the six months to June 2007.  
 
The change in insurance contract liabilities shows a net reduction in liabilities of €120m compared to an 
increase of €20m in 2007. This is mainly due to reductions in insurance linked liabilities arising from 
negative market returns in 2008 compared to positive market returns in 2007. The change in investment 
contract liabilities has decreased from €1,230m negative in 2007 to €3,303m positive mainly due to the 
significant investment market falls in 2008. The change in these liabilities are reflected in the negative 
investment return of €3,366m included in operating income in 2008 compared to a positive return of 
€1,299m  in 2007. 
 
Administrative expenses increased 3% to €275m in 2008 from €267m in 2007. This reflects the tight 
management of costs in a slower sales environment. 
 
The charge for impairment provisions of €15m compares to €8m in first half of 2007. The increase 
results from a higher level of collective provisions in 2008 which recognises the more difficult economic 
climate. 
 
The post-tax profits achieved in Allianz, (a general insurance business in which the group has a 30% 
interest) in 2008, were €2m, compared to €18m in 2007. The 2008 profit has been impacted by negative 
investment returns whereas the 2007 profit also included profit from the sale of the business’s head 
office.  
 
The share of joint venture losses of €1m relates to the group’s 50% share of Joint Mortgage Holdings 
No. 1 Limited (parent of Springboard Mortgages Limited). On the 30 June 2008 the group acquired the 
other 50% holding. The balances for Joint Mortgage Holdings No.1 Limited at 30 June 2008 are 
therefore consolidated into group financial statements. 
 
Under EU IFRS the effective tax rate is distorted by the inclusion of additional tax paid by policyholders.  
The tax charge in 2008 of €12m (2007 €35m) includes a release of a deferred tax provision of €14m 
arising from the release of deferred tax provisions for capital allowances on plant leasing arrangements. 
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DIVISIONAL OVERVIEW OF EU IFRS RESULTS 
 
 
      
 6 months to 

30 June 2008
  6 months to 

30 June 2007 
 12 months to

31 Dec 2007
      
 €m  €m €m 
     
Operating profit on continuing operations     
     
Insurance and investment business 97  134 235 
Banking 124  111 219 
Other -  (4) (6)
 221  241 448 
     
Share of associate / joint venture 1  17 29 
Profit before tax 222  258 477 
     
Taxation (12)  (35) (25)
     
Profit after tax 210  223 452 
     
Minority interest (2)  (1) (3)
Profit after tax attributable to equity holders 208  222 449 
 
 
Insurance and Investment Operating Review 
 
The first half of 2008 was difficult in the life market place in Ireland with the impact of very weak global 
investment markets weighing heavily on investor sentiment and confidence and having a significant 
dampening effect on demand for lump sum investment products in particular. Against this backdrop 
notwithstanding that life sales declined by 16% to €294m from €350m in first half of 2007 on an APE 
basis, the group performed comparatively well gaining market share in tough conditions.   
 
The sales in the group’s principal life business are summarised below: 
 

 APE1 Basis PVNBP2 Basis 
  30 June  30 June Change  30 June  30 June Change
  2008  2007  2008 2007 
 €m  €m  % €m  €m  % 
   

Retail Life 141 208 (32) 847 1,409 (40)
Corporate Life 137 122 12 828 744 11 
Irish Life International 16 20 (20) 163 204 (20)

 
 294 350 (16) 1,838 2,357 (22)

       
Investment (ILIM) 103 244 (58) 1,033 2,443 (58)

 
 397 594 (33) 2,871 4,800 (40)

 
Retail Life 
The retail life assurance market in the first half of 2007 was buoyed by the final maturities of SSIA 
accounts which provided a significant boost to new business sales.  By contrast the market for 
investment products in the first half of 2008 was very weak reflecting the impact of weak global 
investment markets.  In the face of this reduced demand retail life sales fell 32% to €141m (2007: 
€208m) on an APE basis. This reduction principally reflects a 62% decline in single premium investment 
business. On a PVNBP basis sales declined 40% to €847m (2007: €1.41bln).  

                                                           
1 APE sales are calculated as annual value of regular premiums plus 10% of the value of single 
premiums. 
2 PVNBP sales are calculated as total single premiums plus the discounted value of regular premiums 
expected to be received over the term of the contracts. 
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Corporate Life 
Sales in the corporate life division were ahead 12% to €137m (2007: €122m) on an APE basis 
notwithstanding global investment markets reflecting the resilience of this largely pensions based 
business. On a PVNBP basis sales were ahead 11% to €828m (2007: €744m). Sales of risk schemes 
was particularly strong in the first half 2008. 
 
Investment Management 
The group’s investment management performance continued to be excellent in the first half of 2008 on 
both the active and passive sides of the business.  Gross new fund inflows were €1.0bln (2007: €2.4bln 
including €645m arising on the acquisition of the EBS Summit Funds) and Irish Life has now established 
itself as the dominant franchise in the fund management arena in Ireland.  Reflecting investment market 
conditions total funds under management at 30 June 2008 were €31.5bln compared to €35.4bln at end 
2007. 
 
Insurance and Investment Financial Review 
 
The operating results of the group’s insurance and investment business under EU IFRS, for the 6 
months ended 30 June 2008 are set out below. 
 
 6 months to 

30 June 2008
6 months to 

30 June 2007 
 12 months to 

31 Dec 2007
  
 €m €m  €m 
  
Net interest receivable (24) (22)  (47) 
Net fees and commissions (68) (63)  (141) 
Premiums on insurance contracts net of 
reinsurance 

278 297  407 

Investment return (3,380) 1,306  (1) 
Fees from investment contracts and fund 
management 

137 120  262 

Change in shareholder value of in-force 
business 

32 32  54 

Operating income (3,025) 1,670  534 
     
Claims on insurance contracts net of 
reinsurance 

(163) (163)  (322) 

Change in insurance/investment contract 
liabilities 

3,423 (1,250)  275 

Administrative expenses / depreciation (109) (102)  (212) 
Investment expenses (29) (21)  (40) 
Operating expenses 3,122 (1,536)  (299) 
     
Operating profit before tax 97 134  235 
 
The operating profit before tax for the half year 2008 was €97m a 28% reduction in the first half 2007 
outturn of €134m.   
 
Operating income at €3,025m negative was significantly lower than 2007 (€1,670m positive) principally 
due to the large reduction in the investment return which was a negative €3,380m in 2008 compared to 
a positive €1,306m in 2007. This reduction principally reflects the impact of negative investment market 
returns on policyholder funds in 2008 compared to positive returns in 2007.  Operating expenses of 
€3,122m positive in 2008 compare to €1,536m negative in 2007 principally due to the change in 
investment liabilities. These were €3,303m positive in 2008 compared to €1,230m negative in 2007 
again due to the negative investment return on policyholder funds in 2008 compared to the positive 
outcome in 2007. 
 
The 2008 outcome also includes gains of €43m (2007 €17m) in respect of the fall in the value of Irish 
Life & Permanent shares held for the benefit of policyholders which reduced policyholder liabilities but 
under EU IFRS the corresponding fall in the value of the own shares is not recognised. 
 
Life new business written (excluding ILIM investment sales) on an APE basis declined by 16% to €294m 
from €350m in first half of 2007. The slight reduction in both premiums on insurance contracts and 
reinsurance premiums is due to lower annuity sales in 2008 than in 2007. The new business contribution 
was a positive €5m in the reported 2008 statutory profits, compared to a negative contribution of €3m in 
2007, under EU IFRS the fixed cost of acquiring investment contract new business is recognised in the 
year of acquisition whilst profit flows are recognised over the life of the contract. 
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The fees on investment contracts increased by 14% mainly due to a higher level of average investment 
fund balances in the six months to June 2008 compared to the six months to June 2007.  
 
The change in insurance contract liabilities shows a net reduction in liabilities of €120m compared to an 
increase of €20m in 2007. This is mainly due to reductions in insurance linked liabilities arising from 
negative market returns in 2008 compared to positive markets returns in 2007. The change in 
investment contract liabilities has decreased from €1,230m negative in 2007 to €3,303m positive mainly 
due to the significant investment market falls in 2008. The change in these liabilities are reflected in the 
negative investment return of €3,380m included in operating income in 2008 compared to a positive 
return of €1,306m  in 2007. 
 
Administrative expenses increased 7% to €109m in 2008 from €102m in 2007. Excluding the fluctuation 
in pension costs overall costs were flat on 2007 reflecting tight cost management in a slower sales 
environment.  
 
Banking Operating Review 
 
The first half of 2008 provided significant challenges to the group’s banking business. As a consequence 
of the uncertainty and dislocation in the global credit markets the group decided to moderate the level of 
new lending in 2008. 
 
Reflecting this decision, together with the general slowdown in the Irish housing market, overall gross 
new lending in the first half 2008 fell 19% to €5.1bln from €6.3bln in first half 2007. Total loans and 
receivables grew 5% to €41bln compared to €39.1bln at 31 December 2007. 
 
Notwithstanding the slowdown in the Irish economy the banks customer acquisition strategy continues 
to be successful with over 31,000 new current account customers joining the bank in the first half 2008 
bringing to over 240,000 the number of new customers acquired since the campaign began in 2005. 
 
Lending Growth 
Total loans and receivables to customers increased 5% to €41bln from €39.1bln at 31 December 2007. 
The growth in the balances over principal business lines was as follows: 
 

 30 June  31 Dec  Growth 
 2008  2007 

Gross Lending €bln €bln % 
  Mortgage lending ROI *

 27.7 26.3 5 
  Consumer finance 2.5 2.3 9 
  Commercial lending 2.4 2.3 5 
  Money market fund   0.1 0.2  

32.7 31.1  
  

  Mortgage lending - UK (£Stg) * 6.8 6.1  
41.4 39.3 

Loans & receivables to Joint Venture - 0.1 
Deferred Fees, discounts and fair value 
adjustments 

0.1 0.2 

Inter- group loans and receivables (0.4) (0.4) 
Impairment provisions (0.1) (0.1) 
Total lending - €m 41.0 39.1 5 

 
The slowdown in the Irish housing market experienced in the second half of 2007 continued into the first 
half of 2008.  A combination of house price uncertainty, (house prices on average fell 5% in the first half 
2008) high interest rates and less availability of credit led to a reduction in demand across all categories 
of purchasers.  Reflecting this softening in the market, gross new Irish mortgages issued by the group at 
€2.7bln in the first half 2008 showed a reduction of 23% on the levels of €3.5bln issued in the first half 
2007 with the slowdown in mortgage demand being broadly in line with the overall market.  
 
Irish residential mortgages outstanding increased 5% to €27.7bln compared to €26.3bln at year end 
2007. New business has been off set by lower levels of early redemption activity reflecting market 
conditions generally. 
 
In the UK Capital Home Loans Limited came into 2008 with a very strong pipeline of committed new 
business which led to gross new issues of Stg£1.1bln in the first half of 2008, unchanged from the first 
half of 2007. In light of prevailing market conditions  the group has decided to restrict its appetite for new 
business in the UK for the time being.  Consequently new business levels in the second half of 2008 are 
expected to be minimal. 

                                                           
* Including securitised mortgages 
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New consumer finance loans issued decreased 6% to €803m from €852m in first half 2007 mainly 
reflecting reduced demand in the new car finance market. The portfolio grew 9% to €2.5bln (31 
December 2007: €2.3bln).  
 
New commercial lending of €264m was down 28% from first half 2007 (€365m) and reflects a slowdown 
in opportunities combined with a reduced credit appetite in this sector in 2008.  The portfolio grew  5% in 
2008 to €2.4bln (31 December 2007: €2.3bln). 
 
Customer Acquisition 
Customer account balances at 30 June 2008 totalled €14.6bln (31 December 2007: €13.6bln). 
Throughout the first half of 2008 the bank continued to maintain its focus on the acquisition of new 
current accounts and the strategy in this area continued to be extremely successful with in excess of  
31,000 new accounts opened during the year, following on from the 69,000 new accounts opened in the 
year ended 2007. Current account balances totalled €2.6bln (31 December 2007: €2.6bln). 
 
Banking Financial Review 
 
The pre-tax results of the group’s banking business for the six months ended June 2008 are set out 
below: 
 
 6 months to 

30 June 2008
 6 months to 

30 June 2007 
12 months to 
31 Dec 2007

 €m €m €m 
Net interest income 240 241 500 
Other non-interest income    

Other income  20 22 43 
Trading income 5 5 5 

Investment Return    
     Held to Maturity portfolio disposal 29 1 1 
 294 269 549 
    
Administrative expenses / 
Depreciation 

(155) (150) (302) 

Impairment provisions (15) (8) (28) 
    
Operating profit before tax  124 111 219 
 
Against the build up of a weak Irish housing market and continued global credit market turbulence and 
dislocation the group’s banking business performed well with pre-tax profits growing 12% to €124m from 
€111m in the first half 2007. Included in the 2008 pre-tax profit are exceptional gains of €29m achieved 
on the sale of the bank’s gilt “Held to Maturity” portfolio in the first quarter of the year which helped to 
offset the impact of higher funding costs arising from the global credit crunch. 
 
Net Interest Income 
Net interest income in the first half 2008 at €240m was flat compared to the 2007 outturn of €241m.  
While loans and receivebles to customers grew 5% in the first six months of 2008 the net interest margin 
declined to 108bps from 117bps for the full year 2007. The key movements in the net interest margin 
are set out below: 
 
 

  BPS 
Margin - Full Year 2007 117 
Funding Mix & Basis Risk (13)
Liability Margins 3 
Liquidity 2 
Other (1)
30 June 2008 108 

 
 
The principal impact on the net interest margin in the first half of 2008 was the effect of wider wholesale 
credit spreads throughout the period in consequence of the continued global credit crisis. Of particular 
significance was the basis risk caused by the extremely wide differential between EURIBOR and official 
ECB interest rates which form the basis for mortgage pricing in Ireland. 
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Other Income 
Other income of €20m compares to €22m achieved in the first half of 2007 and reflects a lower level of 
general insurance commissions as a result of lower premium rates together with lower bureau de 
change earnings due to the strengthening of the Euro exchange rate against the US Dollar and Sterling. 
 
Other income excludes the contribution from bancassurance sales generated through the bank which 
are reported in the pre-tax profit of the group’s life assurance activities.  Sales of life and pension 
products through the bank were €36m compared to €59m achieved in the first half 2007 with the 
reduction reflecting a lower level of lump sum investment sales on foot of weaker investment markets 
generally.   
 
Trading income was a positive €5m in 2008 in line with the first half 2007 outturn.  In both periods the 
trading result largely was due to the group’s pre hedging basis risk in its fixed rate mortgage portfolio.  
Under EU IFRS, the outcome of this pre-hedging is reflected in trading income rather than net interest 
income.   
 
The Held to Maturity portfolio disposal of €29m was the gain achieved on the disposal of the bank’s 
“Held to Maturity” debt securities portfolio in the first quarter, which helped to offset the impact of higher 
funding costs arising from the global credit crunch. 
 
Costs 
Administrative expenses for the half year 2008 were €155m a 3% increase on the 2007 outturn 
(€150m). In early 2008 the bank entered into a sale and lease back of its head office with the life 
company in order to improve overall capital efficiency within the group. The cost increase experienced in 
the first half 2008 reflects the rent levied under the arrangement (on an arms length basis) and 
excluding this item costs have increased by 2% half year on half year. Cost management continues to 
be the focus of significant management attention going forward. 
 
Credit Quality and  Provisions 
A key objective of the group in the changing economic conditions in which it operates is to minimise the 
losses arising from credit impairments. Impaired loans at 30 June 2008 are set out below: 
 

 30 June 2008 31 Dec 2007 
  Balances ILs / Total 

Loans 
 Balances ILs / Total 

Loans 
  €m  %  €m  % 

Residential Mortgages     
ROI 20 0.1 16 0.1 
UK 40 0.5 21 0.3 

Consumer Finance 52 2.1 47 2.1 
Commercial Mortgages 15 0.6 14 0.6 

 127 0.3 98 0.3 
Provisions 82  75  
     
 
The total impairment charge for the first half 2008 was €14.6m (2007: €7.5m) which is made up as 
follows: 
 
 30 June 30 June 

2008 2007 
  €m  €m 
ROI Mortgages3 0.9 0.3 
UK Mortgages 5.4 1.0 
Consumer Finance   

Finance leases and instalment advances 4.1 2.8 
Term, Visa, overdraft 4.2 3.4 

 14.6 7.5 
 

                                                           
3 Includes commercial mortgages 
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Credit quality within the Irish residential mortgage portfolio remains excellent. Despite the downturn in 
the Irish housing market and increases in mortgage interest rates arrears levels at 30 June 2008 
continued to be extremely low. Within the portfolio total arrears as a percentage of the book were 0.12% 
compared to 0.11% at 31 December 2007, which was a historic low, and case numbers in arrears were 
on a par with end 2007. Impaired balances as a percentage of total loans at 0.1% at 30 June 2008 were 
unchanged from 31 December 2007 at 0.1%. 
 
Capital Home Loans (CHL) is the group’s UK centralised mortgage lender which is focused on the 
professional landlord market and 93% of the portfolio is buy-to-let. In line with the market generally in 
the UK CHL has experienced an increase in the level of arrears and impaired loans within its portfolio. 
Buy-to-let arrears as a percentage of the portfolio increased to 0.77% of total loans outstanding from 
0.4% at 31 December 2007. While arrears levels have been increasing they continue to be considerably 
better than the industry average as published by the Council of Mortgage Lenders in the UK. However in 
response to increased levels of arrears and impaired loans the impairment charge in the first half 2008 
has been increased to €5.4m compared to €1.0 in the first half 2007. 
 
In the consumer finance portfolio impaired loans as a percentage of the portfolio remained unchanged  
from year end 2007 at 2.1%. Impairment provisions in respect of the consumer finance portfolio are 
computed on a collective rather than a specific basis and therefore represent an element of provisioning 
against expected losses latent within the portfolio which have not yet been reported. Recognising the 
11% increase in the absolute level of impaired loans and the less benign economic climate the 
impairment charge in respect of this portfolio has been increased 34% to €8.3m in the first half 2008 
compared to first half 2007 at €6.2m.  
 
There has been virtually no change in impairment levels in the commercial mortgage portfolio when 
compared to year end 2007. 
 
Overall total provisions held are €82m which represents cover of 65% of impaired loans (year end 2007 
€75m with coverage of 77%). This is a comfortable level of provisioning in the context of the majority of 
the portfolio being secured with 88% representing activity in residential mortgages. Notwithstanding this 
management recognises the potential credit challenges which the group is facing and have significantly 
increased resources in the credit and collections areas across all portfolios to ensure that the impact of 
the changing environment is minimised. 
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Asset Portfolios 
 
Movements in asset values, currencies and interest rates impact the value of the group’s life business 
and the mark to market valuation of the bank’s liquidity / investment portfolios. 
 
Life Asset Portfolio 
The value of the group’s life operations is exposed to market movements in assets currencies and 
interest rates due to the fact that the non linked insurance and investment liabilities and the shareholder 
value of in force is calculated using assumptions regarding investment returns and interest rates. To the 
extent that actual returns and interest rates differ from the assumptions used variances will arise which 
may be positive or negative. 
 
The group’s life business is a relatively low risk operation. In its unit linked portfolio of €25bln, which 
represents 93% (net of reinsurance) of the life company liabilities, the investment risk is primarily borne 
by the policyholders.   
 
In the non-linked insurance and investment portfolio the group’s policy is to match liability flows with high 
quality assets, principally sovereign bonds. The average duration of the non-linked liabilities is 8.7 years 
while the average duration of the assets matching these liabilities is 8.6 years.  
 
The assets held in the non linked fund total €1.5bln and the credit profile of the portfolio are as follows: 
 

 30 June 
 2008 
  % 
AAA 77 
AA 10 
A 13 
 100 

 
Given the close duration match, any mark to market adjustments in the portfolio due to changes in yield 
curves are generally matched by equal and opposite movements in the value of the liabilities. There 
were no impairment write-downs in the portfolio in the first half of 2008. 
 
The life company’s shareholder funds are principally invested in cash and owner occupied property. A 
full analysis of the life shareholder fund investments is set out in EV supplementary information note 5. 
 
Bank Asset Portfolio 
The bank’s liquidity portfolio of €2.3bln is principally held in highly rated bank FRN’s (62%) and prime 
(non-US) euro denominated RMBS (37%) with the balance held in sovereign bonds. There are no sub-
prime assets held within the portfolio.  The portfolio is rated 34% AAA, 40% AA and 26% A. The mark to 
market adjustment to this portfolio at 30 June 2008 was €75m negative gross which, in accordance with 
the IAS39 accounting treatment applied to “available for sale” assets, was taken to reserves. It is the 
group’s intention to hold this portfolio to maturity. 
 
At 31 December 2007, the group held a €2.5bln debt securities portfolio designated as "Held to 
Maturity".  This portfolio formed part of the group’s holdings with respect to liquidity management.  At the 
year end the group had the ability and intention to hold the portfolio to maturity.  However, in February 
2008, increased market volatility presented the group with an opportunity to realise a gain of €29m on 
the sale of the portfolio. The group availed of this opportunity and disposed of the entire portfolio.  The 
gain has been recognised in the first half 2008 results. All debt securities in the group’s banking 
operations are now classified as ‘available for sale’. 
 
Funding 
 
Under the regulatory protocol under which the group operates required liquidity holdings are based upon 
various cash flow stress tests. The key limits applied are that an institution must have sufficient available 
liquidity to cover 100% of outflows over the next eight days and 90% of outflows over the next month. 
The group’s funding position is supported by its credit ratings. Throughout the year the group operated 
comfortably within these limits. The group is rated “A” by Standard & Poor’s and AA by Moodys Investor 
Service. 
 
The group has always followed a policy of diversification of its funding sources and this diversification 
and the duration profile of the funding leave the group in a strong position in the current credit 
environment. At 30 June 2008 68% of the bank’s total funding comprised customer accounts and term 
debt.   
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The group’s total funding, is well diversified across markets as shown below 
 

 30 June 31 Dec 
 2008 2007 
  %  % 
Customer Accounts 39 34 
Long-term Debt 29 30 
Short Term Debt 32 36 
 100 100 

 
 
In addition the high quality and low risk nature of the group’s lending activities - overwhelmingly prime 
residential mortgages - provide a pool of assets against which funding can be drawn through repo 
facilities in respect of both short term and long term funding. At 30 June 2008 the group had committed 
repo facilities available to it of €7bln. This balance which, together with the other eligible assets which 
have not yet been collateralised, provide a secure underpinning of the groups’ funding requirements for 
the remainder of 2008 and into 2009. 
 
On 30 July the group announced that it had successfully secured tier funding to replace circa €3bln of 
maturing term debt. The facilities were provided by a wide range of investors with maturities ranging 
from 18 months to a maximum of three years. In addition during the first half 2008 the group raised 
€100m of lower tier 2 debt capital to replace maturing debt capital. 
 
 
Capital 
 
The group’s policy is to manage the capital base of all regulated entities within the group to an internal 
target level of capital which provides a margin of comfort above the regulatory minimum with any excess 
capital above this target being distributed up to the bank and holding company Irish Life & Permanent 
(IL&P). 
 
Life Capital 
Other than IL&P the principal regulated entity within the group is Irish Life Assurance Limited (“ILA”) 
which operates to an internal target solvency cover of 1.6 times the minimum required.   
 
The capital position of ILA at 30 June 2008 is summarised below. 
 
  30 June   31 Dec 
  2008   2007 
    
 €m  €m 
    
Minimum capital 385  386 
    
Regulatory capital    
 Net worth 491  559 
 Perpetual debt 187  193 
 Other assets available 30  41 
 708  793 
Proposed dividend for Life operation -  (65) 
Inadmissible assets (107)  (106) 
 601  622 
Solvency cover (times) 1.6  1.6000
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The capital flows within the life entities in the first half 2008 are set out below: 
 
  30 June 
  2008 
  
 €m 
  
Net worth Dec 2007 780 
Capital generated 169 
 949 
  
New business strain (86) 
STIFS4 and economic variance (79) 
Other (4) 
Bank dividend (65) 
Closing capital June 2008 715 
  
  
Net worth June 2008 528 
Perpetual debt5

 187 
 
The level of reserves required to be held by the life entities is presently calculated under the EU 
Solvency 1 Directive. This basis of reserving is expected to change significantly with the introduction of 
Solvency 2. 
 
Solvency 2 will require the calculation of solvency and reserving requirements on a realistic market 
consistent basis.  Given the nature of its life business upon the introduction of Solvency 2 the group 
expects to achieve a significant reduction in the reserves required to support its insurance and 
investment contract liabilities (total June 2008: €27.1bln net of reinsurance). This would result in a very 
large statutory capital surplus available for distribution. While Solvency 2 is expected to be implemented 
in 2012 the actual timing of its introduction at this stage is uncertain. 
 
Bank Capital 
The following table sets out the regulatory capital position of IL&P, the parent company of the group, 
which is a regulated bank, on a Basel 1 basis at 30 June 2008. 
 
    
  30 June   31 Dec 
  2008   2007 
    
 €m  €m 
Tier 1 capital 4,663  4,636 

Tier 1 deductions 6 (1,539)  (1,560)
 3,124  3,076 
    
Tier 2 capital    

Subordinated liabilities 1,309  1,247 
Other 112  183 

 1,421  1,430 
    
Tier 1 + Tier 2 4,545  4,506 
Life company and other deductions (2,006)  (2,072)
Total regulatory capital 2,539  2,434 
    
Total risk-weighted assets 25,080  23,494 
    
Risk asset ratio (all Core Tier 1) 10.1%  10.4% 
 

                                                           
4 Short Term Investment Fluctuations 
5 €200m net of mark-to-market adjustments 
6 Principally Goodwill 
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It can be seen from the above that the group’s capital ratios remained strong at 30 June 2008 with the 
Tier 1 and total capital ratio of 10.1% compared to a regulatory minimum of 9.03% before taking account 
of the profits generated in the first half 2008 (only recognised when audited). The capital base is 
relatively under-geared with no Tier 1 hybrid capital in the structure and the Tier 2 capital being only 
45% of that permitted under the regulations. 
 
Basel II 
From 1 January 2008 the minimum regulatory capital requirement of the group’s banking operations has 
been calculated in accordance with the provisions of Basel II as implemented by the European Capital 
Adequacy Directive and the Irish Financial Services Regulatory Authority. The objective of Basel II is to 
more closely align bank regulatory capital with the economic capital required to support the risks being 
undertaken. The capital required to cover credit, operational and market risks are required to be 
explicitly measured under the Basel II methodology. 
 
In implementing Basel II the group has adopted the Internal Ratings Based (“IRB”) approach to credit 
risk and was awarded IRB accreditation in late 2007. Under the IRB approach the bank uses internally 
generated risk models to compute the capital required to support credit risk by calculating the probability 
of default and the loss given default in all of its various portfolio exposures.  The models and 
calculations are conservatively based. 
 
With regard to operational risk the group has adopted the standardised approach under which all 
operational risks are methodically identified together with the probability and magnitude of any loss 
which might arise from such risks taking into account any mitigating factors and controls. Value at risk, 
an industry wide standard, is the methodology which the group has adopted in regard to the 
measurement of capital required to support market risk. 
 
Given the nature of the group’s banking business, which is retail focused and where the risk assets are 
predominately residential mortgages, it is expected that the level of capital required under Basel II will 
ultimately be significantly less than that required under Basel I. However the exact quantum of the 
release of capital which might be expected is difficult to determine at this point in time and will be driven, 
in particular, in the short term by the interpretation and manner in which the Irish Financial Services 
Regulatory Authority will seek to implement the new Accord. 
 
What is clear however is that the timing of the expected releases of capital under Basel II has been 
delayed with the Irish Financial Services Regulatory Authority limiting releases of capital under Basel II 
in 2008 to 5% compared to 10% allowed for in the Accord. Accordingly, the implementation of Basel II 
has resulted in a reduction in the required level of capital within its banking business by €130m in 2008. 
We expect the quantum and timing of further releases to be clarified during 2008. 
 
Dividend 
 
The directors have declared an interim dividend of 22.5 cent per share for the first six months of 2008.  
This compares to an interim dividend of 22.5 cent per share paid in 2007.  The dividend will be paid on 
12 November 2008 to shareholders on the register as at 3 October 2008.  The ex dividend date is 
1 October 2008. 
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Principal Risks and Uncertainties 
 
Pages 14 and 110 to 132 of the 2007 Annual Report and Accounts set out the group’s risk governance 
structure and the individual risk types that have been identified through the group’s risk assessment 
process. There have been no material changes to the risks, governance structure or the assessment 
process as described in the accounts. 
 
The principal risks and uncertainties for the group in the second half of 2008 are set out below: 
 
The group’s business is affected by economic conditions in Ireland, where the majority of the group’s 
earnings are generated, as well as by conditions in the UK where its subsidiary Capital Home Loans 
operates. Changes in key economic conditions and variables including business and consumer 
confidence and demand, employment trends, housing markets performance, wage and price inflation, 
government finances and fiscal policy and market interest rates may impact the group’s earnings. 
 
Deterioration in economic conditions may increase the credit risks faced by the Group by way of 
increased impairment losses on bank lending. A slowdown in the Irish and UK economies may lead to a 
deterioration in household finances due to higher unemployment, inflation, higher interest rates or other 
pressures and a further contraction in both the Irish and UK housing markets. The extent of any 
economic slowdown and the degree of further falls in house prices in the second half of the year will 
impact on impairment losses.  
 
The group’s insurance & investment business are exposed to risks associated with the performance of 
the investment markets, competitive pressures, retention of our customers, and regulatory change. The 
performance of the investment markets (equities, property and gilts) has a direct impact on the group’s 
financial results, most immediately through short term investment fluctuations. In addition market 
volatility and investment performance can affect investor confidence, which in turn can impact both sales 
and retention. Whilst we seek to mitigate this risk through diversification of our portfolio and offering 
products which will meet customer needs in these more turbulent market conditions, current market 
conditions are impacting on customers' risk appetite particularly for equity products. 
 
The group faces market risks in the form of changes to interest rates, foreign exchange rates and equity, 
property and bond prices. Changes in interest rate levels, yield curves and spreads in the second half of 
the year may affect the interest rate margin of asset and lending yields over funding and borrowing 
costs. Since August 2007, there has been a period of high and volatile inter-bank lending rates. 
Continued high spreads of inter-bank lending rates over the official ECB base rate will continue to 
negatively impact on funding costs and as a result our margin unless this can be recovered through 
higher lending margins on new and existing business. 
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Condensed Consolidated Income Statement (Unaudited)
Six months to 30 June 2008

Notes 6 months 6 months 12 months
to 30 June to 30 June to 31 Dec 

2008 2007 2007 
€m €m €m

Interest receivable 3 1,271            1,105           2,336            
Interest payable 3 (1,041)           (878)            (1,856)          

230               227              480               
Fees and commission income 4 38                 42                73                 
Fees and commission expenses 4 (61)                (61)              (127)             
Trading income 5                   5                  5                   
Premiums on insurance contracts 384               410              718               
Reinsurers' share of premiums on insurance contracts (106)              (113)            (311)             
Investment return 5 (3,366)           1,299           (25)               
Fees from investment contracts and fund management 149               131              284               
Change in shareholder value of in-force business 32                 32                54                 
Profit on the sale of property and equipment -                    -                  1                   
Operating income (2,695)           1,972           1,152            

Claims on insurance contracts (239)              (227)            (453)             
Reinsurers' share of claims on insurance contracts 76                 64                131               
Change in insurance contract liabilities 109               16                63                 
Change in reinsurers' share of insurance contracts liabilities 11                 (36)              114               
Change in investment contract liabilities 3,303            (1,230)         98                 
Administrative expenses 6 (275)              (267)            (541)             
Depreciation and amortisation
     Property and equipment 6 (16)                (13)              (28)               
     Intangible assets  6 (9)                  (9)                (20)               
Investment expenses (29)                (21)              (40)               
Impairment losses on loans and receivables 8 (15)                (8)                (28)               
Operating expenses 2,916            (1,731)         (704)             

Operating profit 221             241              448               

Share of profits of associated undertaking / joint venture 1                   17                29                 

Profit before taxation 222               258              477               
Taxation 9 (12)                (35)              (25)               
Profit for the period 210             223              452               

Attributable to: 
  Equityholders 208               222              449               
  Minority interests 14 2                   1                  3                   

210             223              452               

Earnings per share Cent Cent Cent

Basic 12 77.8 83.0 167.9            

Diluted 12 77.7 82.0 166.3            
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Condensed Consolidated Balance Sheet (Unaudited)
As at 30 June 2008

Notes 30 June 30 June 31 Dec
2008 2007 2007
€m €m €m

Assets
Cash and balances with central banks 141               256               253               
Items in course of collection 191               239               138               
Debt securities 19 8,974            9,644            11,246           
Equity shares and units in unit trusts 14,558           17,900           17,369           
Derivative assets 1,285            1,338            1,223            
Loans and receivables to customers 10 41,005           36,724           39,120           
Loans and receivables to banks 2,358            4,041            2,528            
Investment properties 3,143            3,650            3,561            
Reinsurance assets 1,992            1,950            2,036            
Prepayments and accrued income 238               350               414               
Interest in associated undertaking / joint venture 134               173               147               
Property and equipment 481               495               506               
Shareholder value of in-force business 11 749               696               717               
Goodwill and intangible assets 259               257               260               
Deferred acquisition costs 261               236               248               
Net post retirement benefit asset 7 88                 79                 86                 
Other assets 273               380               210               
Total assets 76,130           78,408           80,062           

Liabilities
Deposits by banks 11,801           2,018            10,011           
Customer accounts 14,597           14,429           13,576           
Debt securities in issue 11,744           20,233           15,371           
Non-recourse funding - securitised assets 2,820            3,534            3,090            
Derivative liabilities 609               894               788               
Investment contract liabilities 25,158           27,551           27,574           
Insurance contract liabilities 3,901            4,057            4,010            
Outstanding insurance and investment claims 133               139               137               
Accruals  293               436               452               
Other liabilities 295               428               325               
Current tax liabilities 29                 36                 23                 
Deferred tax liabilities 146               201               167               
Net post retirement benefit liability 7 165               165               162               
Deferred front end fees 124               147               134               
Subordinated liabilities 16 1,661            1,650            1,599            
Total liabilities 73,476           75,918           77,419           

Equity
Share capital 17 89                 88                 88                 
Share premium 17 135               123               126               
Retained earnings 17 2,221            1,987            2,149            
Other reserves 17 194               279               267               
Equity excluding minority interest 2,639            2,477            2,630            
Minority interests 14 15                 13                 13                 
Total equity including minority interest 2,654            2,490            2,643            

Total liabilities and equity 76,130           78,408           80,062           
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Condensed Consolidated Statement of Recognised Income and Expense (Unaudited)
Six months to 30 June 2008

6 months 6 months 12 months
to 30 June to 30 June to 31 Dec

2008 2007 2007
Notes €m €m €m

Revaluation of property 17 (25)             6               17             

Net Investment in overseas subsidiaries - - -

Change in value of available for sale financial assets 17 (58)             (3)              (19)            

Deferred tax 11              (1)              1               

Net amount recognised directly in equity (72)             2               (1)              

Profit for the period 210            223           452           

Total recognised income and expense for the period 138            225           451           

Attributable to :
  Equityholders 136            224           448           
  Minority interest 14 2                1               3               

Total recognised income and expense for the period 138            225           451           
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Condensed Consolidated Cash Flow Statement (Unaudited)
Six months to 30 June 2008

6 months 6 months 12 months
to 30 June to 30 June to 31 Dec

2008 2007 2007
€m €m €m

Cash flows from operating activities  

Profit before taxation for the year 222                  258                  477              

Adjusted for:
Depreciation and amortisation 25                    22                    48                
Impairment losses on loans and receivables 15                    8                      28                
Profits on disposal of property and equipment -                       (2)                     (1)                 
Fair value losses / (gains) on investment properties 426                  (59)                   62                
Realised and unrealised losses / (gains) on financial assets 
excluding trading assets 3,489               (789)                 809              
Interest on subordinated liabilities 39                    34                    80                
Equity settled share-based payment expenses 2                      1                      3                  
Share of results of associated undertaking / joint venture (2)                     (17)                   (29)               
Net change in operating assets (833)                 (2,392)              (6,819)          
Net change in operating liabilities (2,784)              2,115               5,065           
Net cash flows from operating activities before tax 599                  (821)                  (277)             
Tax paid (14)                   (9)                     (48)               
Net cash flows from operating activities 585                  (830)                 (325)             

Cashflows from investing activities
Purchase of property and equipment (18)                   (20)                   (38)               
Sale of property and equipment 2                      4                      7                  
Purchase of intangible assets (8)                     (6)                     (14)               
Investment in joint venture -                       (1)                     (2)                 
Purchase of minority interest in subsidiary undertaking -                       -                       (7)                 
Dividends received from associated undertaking 15                    19                    58                
Net cash flows from investing activities (9)                     (4)                     4                  

Cash flows financing activities
Issue of ordinary share capital 10                    7                      10                
Purchase of treasury shares for long term incentive plan -                       -                       (5)                 
Issue of new subordinated liabilities 100                  375                  586              
Redemption of subordinated liabilities (8)                     (68)                   (344)             
Interest paid on subordinated liabilities (51)                   (50)                   (82)               
Equity dividends paid (145)                 (132)                 (194)             
Net cash flows from financing activities (94)                   132                  (29)               

(Decrease)/increase in cash and cash equivalents 482                  (702)                 (350)             

Analysis of changes in cash and cash equivalents
Cash and cash equivalents at 1 January 1,006               1,356               1,356           
Net cashflow before effect of exchange translation adjustments 482                  (702)                 (350)             
Cash and cash equivalents at end of period 1,488               654                  1,006           
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Notes to the Condensed Financial Statements
Six months to 30 June 2008

1. Basis of preparation and significant accounting policies

Introduction
Irish Life & Permanent plc is a parent company domiciled in Ireland. The condensed interim
financial statements for the six months ended 30 June 2008 are unaudited but have been 
reviewed by the auditor whose report is set out on page 42.

The financial information presented herein does not amount to statutory financial statements
that are required by Section 7 of the Companies (Amendment) Act, 1986 to be annexed to the
annual return of the company.  The statutory financial statements for the financial year ended
31 December 2007 were annexed to the annual return and filed with the Registrar of
Companies.  The audit report on those statutory financial statements was unqualified and did
not contain any matters to which attention was drawn by way of emphasis.

Basis of preparation 
The condensed interim financial statements for the half year ended 30 June 2008 have been
prepared in accordance with IAS 34 Interim Financial Reporting as adopted by the EU.
The financial information contained in the condensed interim financial statements
has been prepared in accordance with the accounting policies set out in the last annual
financial statements, which were prepared in accordance with IFRS as adopted by the EU.

The following is a new standard issued by IASB and adopted by the EU that is effective for
the group in the six months ended 30 June 2008.
 
 - IFRIC 11 (IFRS 2) - Group and Treasury Share Transactions (effective 01/03/2007)
   This interpretation deals with accounting for share-based payments at
   subsidiary level and will have no impact on the group accounts.

 - IFRIC14 (an interpretation of IAS 19) -  Limit on a defined benefit asset, minimum funding
   requirement and their interaction.
   This will also apply to the next annual financial statements of the group if,as expected,
   it is endorsed by the EU.  The accounting policies adopted by the group are consistent with 
   the requirements of this interpretation.

Accounting policies, estimates and judgements 
The accounting policies, estimates and judgements adopted are consistent with those of the
annual financial statements for the year ended 31 December 2007 except for adjustments 
necessary to reflect current market conditions at 30 June 2008.  The accounting policies, 
estimates and judgements are described on pages 49 to 59 inclusive on the annual financial
statements.
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Notes to the Condensed Financial Statements
Six months to 30 June 2008

2. Segmental information

6 months to 30 June 2008 Insurance & General
Banking investment insurance Other Eliminations 1 Total

Net interest receivable €m €m €m €m €m €m
- external 241             (11)              -                  -                  -                           230            
- inter segmental (1)                (13)              -                  1                 13                         -                 
Other non-interest income 
- external 25               (57)              -                  14               -                           (18)             
- inter segmental -                  (11)              -                  11               -                           -                 
Premiums on insurance contracts, net of reinsurance -                  278             -                  -                  -                           278            
Investment return 29               (3,380)         -                  -                  (15)                       (3,366)        
Fees from investment contracts and fund management -                  137             -                  12               -                           149            
Change in shareholder value of in-force business -                  32               -                  -                  -                           32              
Operating income 294             (3,025)         -                  38               (2)                         (2,695)        

Claims on insurance contracts, net of reinsurance -                  (163)            -                  -                  -                           (163)           
Change in insurance / investment contract liabilities -                  3,423          -                  -                  -                           3,423         
Administrative expenses (144)            (97)              -                  (36)              2                           (275)           
Depreciation and amortisation (11)              (12)              -                  (2)                -                           (25)             
Investment expenses -                  (29)              -                  -                  -                           (29)             
Impairment losses on loans and receivables (15)              -                  -                  -                  -                           (15)             
Operating expenses (170)            3,122          -                  (38)              2                           2,916         

Operating profit 124             97               -                  -                  -                           221            

Share of profits of associated undertaking / joint venture (1)                -                  2                 -                  -                           1                
Taxation (4)                (8)                -                  -                  -                           (12)             
Profit for the period 119             89               2                 -                  -                           210            

1 Eliminations relate to inter segmental interest receivable and payable on deposits and loans together with inter segmental commission payments 

and receipts.

Segmental information is presented in respect of the group’s business segments based on the group’s management  
reporting and internal structure. The group comprises the following main business segments: 
 
Banking  Retail banking services including current accounts, residential 

mortgages and other loans. 
Insurance and investment Includes individual and group life assurance and investment contracts, 

pensions and annuity business written in Irish Life Assurance plc and 
Irish Life International, and the investment management business 
written in Irish Life Investment Managers Limited. 

General insurance Property and casualty insurance carried out through the group’s 
associate company Allianz-Irish Life Holdings plc. 

Other  This includes a number of small business units including third party life 
assurance administration, insurance brokerage and corporate costs 
which are not attributable to any business unit. 

 
The segmental results which relate to continuing activities are as follows: 
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Notes to the Condensed Financial Statements
Six months to 30 June 2008

2. Segmental information (continued)
6 months to 30 June 2007 Insurance & General

Banking investment insurance Other Eliminations 1 Total
Net interest receivable €m €m €m €m €m €m
- external 237             (11)              -                  -                  1                           227            
- inter segmental 4                 (11)              -                  -                  7                           -                 
Other non-interest income 
- external 27               (57)              -                  16               -                           (14)             
- inter segmental -                  (6)                -                  6                 -                           -                 
Premiums on insurance contracts, net of reinsurance -                  297             -                  -                  -                           297            
Investment return 1                 1,306          -                  -                  (8)                         1,299         
Fees from investment contracts and fund management -                  120             -                  11               -                           131            
Change in shareholder value of in-force business -                  32               -                  -                  -                           32              
Operating income 269             1,670          -                  33               -                           1,972         

Claims on insurance contracts, net of reinsurance -                  (163)            -                  -                  -                           (163)           
Change in insurance / investment contract liabilities -                  (1,250)         -                  -                  -                           (1,250)        
Administrative expenses (139)            (92)              -                  (36)              -                           (267)           
Depreciation and amortisation (11)              (10)              -                  (1)                -                           (22)             
Investment expenses -                  (21)              -                  -                  -                           (21)             
Impairment losses on loans and receivables (8)                -                  -                  -                  -                           (8)               
Operating expenses (158)            (1,536)         -                  (37)              -                           (1,731)        

Operating profit 111             134             -                  (4)                -                           241            

Share of profits of associated undertaking / joint venture (1)                -                  18               -                  -                           17              
Taxation (20)              (14)              -                  (1)                -                           (35)             
Profit for the period 90               120             18               (5)                -                           223            

12 months to 31 December 2007 Insurance & General
Banking investment insurance Other Eliminations 1 Total

Net interest receivable €m €m €m €m €m €m
- external 505             (26)              -                  2                 (1)                         480            
- inter segmental (5)                (21)              - - 26                         -                 
Other non-interest income 
- external 49               (119)            -                  21               -                           (49)             
- inter segmental (1)                (22)              -                  23               -                           -                 
Premiums on insurance contracts, net of reinsurance -                  407             -                  -                  -                           407            
Investment return 1                 (1)                -                  -                  (25)                       (25)             
Fees from investment contracts and fund management -                  262             -                  22               -                           284            
Change in shareholder value of in-force business -                  54               -                  -                  -                           54              
Profit on the sale of property and equipment -                  -                  -                  1                 -                           1                
Operating income 549             534             -                  69               -                           1,152         

Claims on insurance contracts, net of reinsurance -                  (322)            -                  -                  -                           (322)           
Change in insurance / investment contract liabilities -                  275             -                  -                  -                           275            
Administrative expenses (280)            (190)            -                  (71)              -                           (541)           
Depreciation and amortisation (22)              (22)              -                  (4)                -                           (48)             
Investment expenses -                  (40)              -                  -                  -                           (40)             
Impairment losses on loans and receivables (28)              -                  -                  -                  -                           (28)             
Operating expenses (330)            (299)            -                  (75)              -                           (704)           

Operating profit 219             235             -                  (6)                -                           448            

Share of profits of associated undertaking / joint venture (2)                -                  31               -                  -                           29              
Taxation (33)              8                 -                  -                  -                           (25)             
Profit for the period 184             243             31               (6)                -                           452            

1 Eliminations relate to inter segmental interest receivable and payable on deposits and loans together with inter segmental commission payments 

and receipts.
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6 months 6 months 12 months
3. Net interest income to 30 June to 30 June to 31 Dec

2008 2007 2007
€m €m €m

Interest receivable

Loans and receivables to customers 842                 824                   1,463                
Loans and receivables to banks 305                 160                   629                   
Debt securities and other fixed income securities:
- Held to maturity 13                   32                     72                     
- Available for sale 49                   39                     68                     
Lease and instalment finance 62                   50                     104                   

1,271              1,105                2,336                
 
Interest expense

Deposits from banks 45                   23                     59                     
Due to customers 587                 377                   653                   
Interest on debt securities in issue 364                 416                   1,050                
Interest on subordinated debt 39                   54                     80                     
Interest on other borrowed funds 6                       8                       14                     

1,041                878                   1,856                

Net interest income 230                 227                   480                   

6 months 6 months 12 months
4. Net fees and commission expense to 30 June to 30 June to 31 Dec

2008 2007 2007
€m €m €m

Fees and commission income
Fees and commission earned on banking services 25                   26                     53                     
Commission earned on insurance and investment contracts 13                   16                     20                     

38                   42                     73                     

Fees and commission expense
Fees and commission payable on banking services 5                     4                       9                       
Commission payable on life and investment contracts 68                   81                     154                   
Deferral of acquisition costs on investment contracts (37)                  (43)                    (99)                    
Amortisation of deferred acquisition costs on investment contracts 25                   19                     63                     

61                   61                     127                   

Net fees and commission expense (23)                  (19)                    (54)                    

5. Debt securities
In February 2008 on the sale of €2.5bln debt securities, a realised gain of €29m was recognised as part of
investment return. At 31 December 2007 these debt securities were designated as 'held to maturity'. 
Consequently, all debt securities in the group's banking operations are now classified as 'available for sale'.
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6 months 6 months 12 months
6. Administrative and other expenses to 30 June to 30 June to 31 Dec

2008 2007 2007
€m €m €m

Administrative expenses 275                 267                   541                   
Depreciation 16                   13                     28                     
Amortisation of intangible assets 9                     9                       20                     

300                 289                   589                   

7. Retirement benefit obligations

Defined benefit schemes

The group operates six Irish defined benefit pension schemes and two small UK defined benefit schemes for
employees. All of the defined benefit schemes are funded by the payment of contributions into separately
administered trust funds. The benefits paid from the defined benefit scheme are based on percentages of the
employees' final pensionable pay for each year of credited service. The pension costs and provisions are
assessed in accordance with the advice of independent qualified actuaries. Valuations are carried out every
three years by independent qualified actuaries. The actuarial reports are available for inspection by members
of the scheme and are not available for public inspection. All of the group's defined benefit pension schemes
have been revalued within the last three years with valuation dates ranging from 30 June 2005 to 5 April 2007. An
actuarial valuation will be carried out as at 30 June 2008 for the Irish Progressive Staff Pension Scheme.
Actuarial gains and losses are accounted for under the corridor approach as set out on page 55 of the 2007
Annual Report.

The key financial assumptions used are:

30 June 30 June 31 Dec
2008 2007 2007

% % %
Actuarial assumptions at the balance sheet date
Discount rate 5.75                5.50                  5.50                  
Expected rate of return on plan assets 6.50                6.40                  6.50                  
Salary increases 1 4.10                  4.00                  4.00                  
Pension increases 2.60                2.50                  2.50                  
Rate of price inflation 2.60                2.50                  2.50                  

1 In addition to the salary inflation assumption above an assumed salary scale is also allowed for.

The post retirement mortality assumptions used at 31 December 2007 are still applicable as at 30 June
2008.  Details of mortality assumptions are set out on page 66 of the 2007 Annual Report.

Amounts recognised in the income statement in respect of these defined benefit schemes are:

6 months 6 months 12 months
to 30 June to 30 June to 31 Dec

2008 2007 2007
€m €m €m

Current service cost 23                   24                     50                     
Past service cost 1                     1                       2                       
Interest cost 36                   29                     58                     
Expected return on scheme assets (41)                  (41)                    (82)                    
Amortisation of corridor excess - (1)                      (3)                      

19                   12                     25                     
This charge has been included in administrative expenses. 
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7. Retirement benefit obligations (continued)

The pension assets and liabilities recognised on the balance sheet are as follows:

30 June 30 June 31 Dec
2008 2007 2007

€m €m €m
Benefit obligation at end of period (1,298)             (1,095)               (1,293)               
Fair value of plan assets  at end of period 1,115              1,312                1,262                
Net (obligation)/asset (183)                217                   (31)                    
Unrecognised actuarial (gains)/losses 106                 (303)                  (45)                    
Net recognised retirement benefit obligation (77)                  (86)                    (76)                    

6 months 6 months 12 months
8. Provision for impairment on loans and receivables to to 30 June to 30 June to 31 Dec

customers 2008 2007 2007
€m €m €m

As at 1 January 75                   57                     57                     
Provision acquired as a result of an acquisition 2                     -                        -                        
Impairment losses in income statement 20                   10                     35                     
Amounts recovered during the year in income statement (5)                    (2)                      (7)                      
Loans written off during the year as uncollectible (10)                  (4)                      (9)                      
Exchange differences -                      -                        (1)                      
As at the end of the period 82                   61                     75                     

6 months 6 months 12 months
9. Taxation to 30 June to 30 June to 31 Dec

2008 2007 2007
 €m €m €m
Taxation charged to income statement
Current taxation

  Charge for current year 21                   35                     59                     
  Adjustments for prior years -                      -                        (2)                      

21                   35                     57                     
Deferred taxation

   Origination and reversal of timing differences (8)                    -                        (32)                    
       Adjustment for prior years (1)                    -                        
Taxation charged to income statement 12                   35                     25                     

Taxation charged to equity
Deferred taxation relating to property revaluations (4)                    1                       1                       
Deferred taxation relating to available for sale financial asset 
revaluations (7)                      -                        (2)                      

(11)                  1                       (1)                      

The taxation charge includes amounts attributable to life assurance policyholders.
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6 months 6 months 12 months
10. Loans and receivables to customers to 30 June to 30 June to 31 Dec

2008 2007 2007
Loans and receivables by category are set out below: €m €m €m

Residential mortgage loans 36,456              32,762            34,817            
Commercial mortgage loans * 2,002                1,636              1,862              
Finance leases 1,843                1,627              1,666              
Term loans/other** 638                   596                 601                 
Money market funds 148                   164                 159                 
Loans and receivables to joint ventures - - 90                   

41,087              36,785            39,195            

Gross loans and receivables to customers 41,087              36,785            39,195            
Less allowance for impairment (82)                    (61)                  (75)                  
Net loans and receivables to customers 41,005              36,724            39,120            

*Commercial mortgage loans exclude loans of €421m (June 2007 €473m; December 2007:€439m) to the
group's life assurance operations for the benefit of unit-linked policyholders.
** Other includes visa and overdraft balances.
There is no particular concentration of risk within these categories.

11. Shareholder value of in-force business

The shareholder value of in-force business for insurance contracts is computed using EEV principles
issued in May 2004 by the European Chief Financial Officers’ forum.  Shareholder value of in-force
business represents the present value of future shareholders cash flow less a deduction for the cost of
required capital and before allowing for tax and includes a deduction for the time value of financial options
and guarantees. Further details of the EV principles are set out in the supplementary EV basis on pages
52 to 55.

The assumed future pre-tax returns on fixed interest securities are set by reference to gross redemption
yields available in the market at the end of the reporting period. The risk free rate of return used for the risk
discount rate is based on the yield available for the effective duration of the future cash flows underlying the
shareholder value of in-force business. The corresponding return on equities and property is equal to the
risk free rate assumption plus the appropriate risk premium. An asset mix based on the assets held at the
valuation date within policyholder funds has been assumed within the projections.

30-Jun 30-Jun 31-Dec
2008 2007 2007

Equity risk premium 3.00% 3.00% 3.00%
Property risk premium 2.00% 2.00% 2.00%

Risk free rate 4.90% 4.60% 4.40%

Assumptions
The principal assumptions are set out below:

Principal economic assumptions
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11. Shareholder value of in-force business (continued) 30-Jun 30-Jun 31-Dec
2008 2007 2007

Investment return

- Fixed interest 4.4% - 5.2% 4.0% - 5.7% 3.9% - 4.7%
- Equities 7.9% 7.6% 7.4%
- Property 6.9% 6.6% 6.4%
Risk margin 3.3% 3.4% 3.4%
Risk discount rate 8.2% 8.0% 7.8%

Expense inflation 4.9% 4.4% 4.5%

Other assumptions

The assumed future mortality and morbidity assumptions are based on published tables of rates,
adjusted by analyses of recent operating experience. Persistency assumptions are set by reference to
recent operating experience. 

The management expenses attributable to life assurance business have been analysed between
expenses relating to the acquisition of new business and the maintenance of business in-force. No
allowance has been made for future productivity improvements in the expense assumptions.

Projected tax has been determined assuming current tax legislation and rates.

Analysis of the movement in the year

The change in the shareholder value of in-force asset is analysed as follows:

6 months 6 months 12 months
to 30 June to 30 June to 31 Dec

2008 2007 2007
€m €m €m

As at 1 January 717 663 663
Credit in income statement in the year 32 32 54
As at the end of the period 749 695 717

A negative movement of €2m (June 2007:€3m positive; December 2007:€2m positive) in the period is due
to operating assumptions changes and €10m positive (June 2007:€12m negative; December 2007:€6m
negative) is due to economic assumption changes.

6 months 6 months 12 months
12. Earnings per share to 30 June to 30 June to 31 Dec

2008 2007 2007
 (a)    Basic EPS 

Weighted average ordinary shares in issue and ranking for 
dividend excluding own shares held for the benefit of life 
assurance policyholders and treasury shares 267,462,358     267,495,053   267,439,898   

Profit for the year attributable to equityholders €208m €222m €449m

EPS (cent) 77.8                  83.0                167.9              
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6 months 6 months 12 months
12. Earnings per share (continued) to 30 June to 30 June to 31 Dec
 2008 2007 2007

(b)    Fully diluted EPS
Weighted average of potential dilutive ordinary shares 292,741            3,374,954       2,609,073       
arising from the group's share option schemes

Weighted average number of ordinary shares excluding own 
shares held for the benefit of policyholders used in the 
calculation of fully diluted EPS 267,755,099     270,870,007   270,048,971   

Fully diluted EPS (cent) 77.7                  82.0                166.3              

6 months 6 months 12 months
13. Dividends to 30 June to 30 June to 31 Dec

2008 2007 2007
€m €m €m

Dividends paid in the period
     Final (relating to prior period) 145                   132                 132                 
     Interim - - 62                   
Total 145                   132                 194                 

Cent Cent Cent
Dividends per share in the period
     Final (relating to prior period) 52.5 47.9 47.9
     Interim - - 22.5
Total 52.5 47.9 70.4

6 months 6 months 12 months
14. Minority interests to 30 June to 30 June to 31 Dec

2008 2007 2007
€m €m €m

Minority interests in subsidiaries
Opening Balance 13                     12                   12                   
Total recognised income and expense 2                       1                     3                     
Acquisition of minority interest - - (2)                    
Closing balance 15                     13                   13                   
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15. Related parties

The group's related party relationship with its associate, its directors and senior management and the
group's pension schemes is described in note 50 of the statutory financial statements for the financial year
ended 31 December 2007. 

In addition within the group, subsidiaries in the normal course of business enter into arms length
transactions with other subsidiaries of the group including special purpose vehicles in respect of
securitised assets. These transactions which may be collaterised and are eliminated on consolidation
include:

6 months 12 months
 to 30 June to 31 Dec

2008 2007
€m €m

Assets
Loans and receivables to customers 9,905             8,971              
Debt securities 18,458          12,192            

Liabilities
Non-recourse funding 15,121          9,470              
Customer accounts 6,584             5,271              

16. Subordinated liabilities

In the six months to June 2008 Irish Life & Permanent plc issued the following Subordinated liabilities: 
 
€65m step-up callable notes due in 2018, callable after 5 years and quarterly on the coupon date 
thereafter.  Interest rate is 3 month Euribor + 4.00% until June 2013 after which the interest rate becomes 
3 month Euribor + 4.5% 
 
€25m step-up callable notes due in 2018.  The interest rate is fixed for the first 5 years at 8.25%, after 
which if not called the interest rate becomes 3 month Euribor + 4.25%.  
 
€10m constant maturity swap notes, repayable in 2018. The interest rate is referenced to 30 year Euro 
swap rates.  
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17. Reconciliation of movement in capital and reserves

6 months to 30 June 2008

Share 
capital

Share 
premium

Revaluation 
reserve

Available for 
sale reserve

Other capital 
reserves

Retained 
earnings

Total 
excluding 

minority 
interest

Minority 
interest

Total 
including 
minority 
interest

€m €m €m €m €m €m €m €m €m

As at 1 January 2008 88              126                 263                 (15)                  19                    2,149         2,630         13              2,643         
Issue of share capital 1                9                     -                      -                      -                       -                 10              -                 10              
Profit for the period -                 -                      -                      -                      -                       208            208            2                210            
Revaluation gains (net of tax) -                 -                      (21)                  -                      -                       -                 (21)             -                 (21)             
Change in value of available for sale 
financial assets -                 -                       (51)                  -                       -                 (51)             -                 (51)             
Change in own shares at cost* -                 -                      -                      -                      -                       7                7                -                 7                
Equity settled transactions -                 -                      -                      -                      (1)                     2                1                -                 1                
Dividends -                 -                      -                      -                      -                       (145)           (145)           -                 (145)           
As at 30 June 2008 89              135                 242                 (66)                  18                    2,221         2,639         15              2,654         

6 months to 30 June 2007

Share 
capital Share premium

Revaluation 
reserve

Available for 
sale reserve

Other capital 
reserves

Retained 
earnings

Total 
excluding 

minority 
interest

Minority 
interest

Total 
including 
minority 
interest

€m €m €m €m €m €m €m €m €m
As at 1 January 2007 88              116                 260                 1                     16                    1,904         2,385         12              2,397         
Issue of share capital -                 7                     -                      -                      -                       -                 7                -                 7                
Profit for the period -                 -                      -                      -                      -                       222            222            1                223            
Revaluation gains (net of tax) -                 -                      4                     -                      -                       1                5                -                 5                
Change in value of available for sale 
financial assets -                 -                      -                      (3)                    -                       -                 (3)               -                 (3)               
Transfer between reserves -                 -                      -                      -                      -                       -                 -                 -                 -                 
Change in own shares at cost* -                 -                      -                      -                      -                       (8)               (8)               -                 (8)               
Purchase of treasury shares -                 -                      -                      -                      -                       -                 -                 -                 -                 
Equity settled transactions -                 -                      -                      -                      1                      -                 1                -                 1                
Dividends -                 -                      -                      -                      -                       (132)           (132)           -                 (132)           
As at 30 June 2007 88              123                 264                 (2)                    17                    1,987         2,477         13              2,490         

12 months to 31 December 2007

Share 
capital Share premium

Revaluation 
reserve

Available for 
sale reserve

Other capital 
reserves

Retained 
earnings

Total 
excluding 

minority 
interest

Minority 
interest

Total 
including 
minority 
interest

€m €m €m €m €m €m €m €m €m
As at 1 January 2007 88              116                 260                 1                     16                    1,904         2,385         12              2,397         
Issue of share capital -                 10                   - - - -                 10              - 10              
Profit for the period - - - - - 449            449            3                452            
Revaluation gains (net of tax) - - 15                   - - -                 15              -                 15              
Change in value of available for sale 
financial assets - - - (16)                  - - (16)             - (16)             
Transfer between reserves - - (12)                  - -                       12              -                 - -
Change in own shares at cost* - - - - - (17)             (17)             - (17)             
Purchase of treasury shares - - - - -                       (5)               (5)               - (5)               
Equity settled transactions - - - - 3                      - 3                - 3                
Dividends - - - - - (194)           (194)           - (194)           
Acquisition of minority interest -                 -                      -                      -                      -                       -                 -                 (2)               (2)               
As at 31 December 2007 88              126                 263                 (15)                  19                    2,149         2,630         13              2,643         

*Own shares held (excluding share held for the long term incentive plan) are held within the groups life operations for the benefit of life assurance
policyholders.  In accordance with IFRS the cost of these shares is deducted from distributable reserves.  The liability to policyholders is based on 
fair value of the shares and the change in liability due to the mark to market of the shares being charged to non-distributable reserves.
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18. Authorised and issued share capital
6 months 6 months 12 months

Authorised share capital as at: to 30 June to 30 June to 31 Dec
2008 2007 2007

Share Capital Share Capital Share Capital
Number of 

Shares €m €m €m

Ordinary shares of 32 cent each 400,000,000   128                 128                 128                  
€  preference shares 300,000,000   300                 300                 300                  
US$  preference shares 200,000,000   127                 148                 136                  
Stg£  preference shares 100,000,000   126                 148                 136                  

The company has only one class of issued shares and as at 30 June 2008, it had 276,782,351 ordinary shares in
issue in that class. Each ordinary share carries one vote except for shares held for the benefit of life assurance
policyholders, which pursuant to section 9(1) of the Insurance Act 1990, do not have voting rights.

The number of ordinary 32 cent fully paid up shares is as follows:
6 months 6 months 12 months

to 30 June to 30 June to 31 Dec
2008 2007 2007

As at 1 January 276,017,990   275,168,707   275,168,707    
Issued during the year 764,361          587,644          849,283           
As at the end of the period 276,782,351   275,756,351   276,017,990    

Own shares held for the benefit of life assurance policyholders 8,109,772       8,051,358       8,743,343        

Shares held under employee benefit trust 457,914          207,914          457,914           

Shares issued during 2008 include 736,226 shares issued to the group profit  sharing scheme. The balance of
28,135 shares were issued as a result of the exercise of options under the group's share option schemes. All of the
shares issued in 2007 were as a result of the exercise of options under the group's share option schemes.

Own shares held for the benefit of life assurance policyholders are held by Irish Life Assurance plc and represent
2.9% (June 2007 2.9%, December 2007 3.2%) of the issued share capital of the company.

Shares held under the employee benefit trust were acquired in anticipation of share awards that may vest under the
long term incentive plan for senior management.
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19.  Financial risk management  

Credit quality 
 
The credit risk ratings employed by the group are designed to highlight exposures requiring management 
attention. The credit quality of loans is assessed by reference to the group’s rating system. The group 
uses the Basel II 24 point scale for the internal ratings approach (“IRB”) for credit risk. The internal 
gradings below incorporate the IRB rating. 
 
- Investment grade – includes loans and receivables to banks. 
 
- Excellent risk profile – includes exposures whose general profiles are considered to be of a very low 
risk nature.  

 
- Satisfactory risk profile – includes exposures whose general profiles are considered to be of a low to 
moderate risk nature. 

  
- Fair risk profile – includes exposures whose general profiles are considered to require some additional 
monitoring. 

 
- Defaulted – includes exposures that are impaired and unimpaired loans greater than 3 months past 
due. 

 
Impaired loans and receivables 
 
For individually assessed accounts, loans are treated as impaired as soon as there is objective evidence 
that an impairment loss has been incurred. The criteria used by the group to determine that there is such 
objective evidence include, known cash flow difficulties experienced by the borrower, overdue 
contractual payments of either principal or interest, or a breach of loan covenants or conditions. 
 
Individually assessed impairment allowances are determined by evaluating the exposure to loss, case by 
case, on all individually significant accounts and all other accounts that do not qualify for the collective 
assessment approach outlined below. In determining allowances on individually assessed accounts, a 
number of factors are considered including: 
 

• The group’s aggregate exposure to the customer; 
• The viability of the customer’s business model to generate sufficient cash flow to service debt 

obligations; 
• The ranking of the group’s claim in relation to the customer’s other obligations; 
• The realisable value of security (or other credit mitigants) and likelihood of successful 

repossession; 
• The likely distribution available on liquidation or bankruptcy. 

 
Impairment is assessed on a collective basis to cover losses which have been incurred but not yet 
identified on loans subject to individual assessment and to calculate impairment allowances where large 
numbers of loans are managed using a portfolio approach such as credit cards or motor vehicle 
financing. 
 
The collective impairment allowance takes into account historical loss experience in portfolios of similar 
credit risk characteristics, current economic conditions and account behavioural trends. 

 
Analysis of loans and receivables by group credit ratings: 
     
 30 June 2008 
 Loans and receivables Impairment provision 
Group's rating: €m (%) €m (%) 
Investment grade 2,358 5.4 - - 
Excellent risk profile 26,735 61.6 - - 
Satisfactory risk profile 9,513 21.9 - - 
Fair risk profile 4,296 9.9 - - 
Defaulted 543 1.2 82 15.1 
Total 43,445 100.0 82 0.2 
     
  

36



Notes to the Condensed Financial Statements 
Six months to June 2008 
 
19.  Financial risk management (continued) 
 

 31 December 2007 
 Loans and receivables Impairment provision 
Group's rating: €m (%) €m (%) 

Investment grade 2,528 6.0 - - 
Excellent risk profile 25,354 60.8 - - 
Satisfactory risk profile 9,358 22.4 - - 
Fair risk profile 4,077 9.8 - - 
Defaulted 406 1.0 75 18.5 
Total 41,723 100.0 75 0.2 
     

 
Maximum exposure to credit risk before collateral held or other credit enhancements: 

 
   Maximum exposure 
   June 2008 Dec 2007 
   €m €m 
     
Loans and receivables to banks  2,358 2,528 
     
Loans and receivables to customers:    
Residential mortgages   36,443 34,807 
Commercial mortgages   1,985 1,846 
Finance lease & instalment advances  1,823 1,649 
Term 
loans/other*   606 569 
Money market funds/reverse repos  148 159 
Loans and receivables to joint ventures  - 90 
Total   43,363 41,648 
     

* Other includes visa and overdraft balances 
 

 
Loans and receivables are summarised as follows:   
     
   June 2008 Dec 2007 
   €m €m 
(a) Neither past due nor impaired  41,582 40,204 
(b) Past due but not impaired  1,736 1,421 
(c) Impaired   127 98 
   43,445 41,723 
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19.  Financial risk management (continued) 
 
 

(a) Loans and Receivables neither past due nor impaired    
       

        
  30 June 2008 

 Total Residential Commercial Finance 
Term 
loans  

Money 
market  

  mortgages mortgages leases /other funds  
€m €m €m €m €m €m  

Loans and receivables to customers:       
Excellent risk profile  26,577 25,380 204 580 413 -  
Satisfactory risk 
profile  9,221 7,280 1,108 593 92 148  
Fair risk profile  3,426 2,591 451 335 49 -  
Total  39,224 35,251 1,763 1,508 554 148  

        
Loans and 
receivables to 
banks:        
Investment grade  2,358 - - - - -  

        
Total loans and 
receivables  41,582 35,251 1,763 1,508 554 148  

        
        
   31 December 2007 

   Residential Commercial Finance 
Term 
loans  

Money 
market Joint 

  Total mortgages mortgages leases /other funds venture 
  €m €m €m €m €m €m €m 

Loans and receivables to customers:       
Excellent risk profile  25,289 24,172 149 533 435 - - 
Satisfactory risk 
profile  9,016 7,030 1,094 594 49 159 90 
Fair risk profile  3,371 2,625 433 276 37 - - 
Total  37,676 33,827 1,676 1,403 521 159 90 

        
Loans and 
receivables to 
banks:        
Investment grade  2,528 - - - - - - 
Total loans and 
receivables  40,204 33,827 1,676 1,403 521 159 90 
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Notes to the Condensed Financial Statements 
Six months to June 2008 
 
19.  Financial risk management (continued) 
 
 

(b) Past due but not impaired balances      
  30 June 2008 

   Residential Commercial Finance 
Term 

loans/ 
  Total mortgages mortgages leases other 
  €m €m €m €m €m 
Past due up to 30 days  952 529 103 288 32 
Past due 30 - 60 days  230 178 33 11 8 
Past due 60 - 90 days  138 106 21 6 5 
Past due more than 90 days  416 330 68 9 9 
Total  1,736 1,143 225 314 54 
       
 31 December 2007 

   Residential Commercial Finance 
Term 

loans/  
  Total mortgages mortgages leases other 
  €m €m €m €m €m 
Past due up to 30 days  839 489 91 225 34 
Past due 30 - 60 days  197 146 33 10 8 
Past due 60 - 90 days  77 62 10 2 3 
Past due more than 90 days  308 256 38 7 7 
Total  1,421 953 172 244 52 

 
These are loans and receivables where contractual interest or principal payments are past due but the 
group believes that impairment is not appropriate on the basis of the level of security / collateral available 
and / or the stage of collections of amounts owed to the group. 

 
 

(c) Impaired  balances       
       
  30 June 2008 

   Residential Commercial Finance 
Term 

loans/  
  Total mortgages Mortgages leases other 
  €m €m €m €m €m 
       
Total  127 60 15 22 30 
       
  31 December 2007 

   Residential Commercial Finance 
Term 

loans/ 
  Total mortgages Mortgages leases other 
  €m €m €m €m €m 
       
Total  98 37 14 19 28 

 
Debt securities / Loans and receivables to banks 
 
The group is exposed to credit risk on third parties where the company holds debt securities (including 
sovereign debt).  Sovereign debt is restricted to countries with a Moody’s rating of A- or higher. The IL&P 
group has set counterparty limits for all debts and loans on a group wide basis. The group is also 
exposed to credit risk on third parties where it places money on deposit with credit institutions. 
Counterparty limits for credit institutions are set on a group wide basis and approved by the Group 
Assets and Liabilities Committee. Limits for each institution are reviewed every six months or if there are 
changes reported by the rating agencies. The following table gives an indication of the level of 
creditworthiness of the company’s debt securities and loans to banks and is based on the ratings 
prescribed by the rating agency Moody’s Investor Services Limited. 
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Notes to the Condensed Financial Statements 
Six months to June 2008 
 
19.  Financial risk management (continued) 
 
 

Debt securities  
   
Rating June 2008 Dec 2007 
 €m €m 
Aaa 1,838 3,740 
Aa 1,311 2,031 
A 840 731 
Held in unit-linked funds * 4,985 4,744 
Total 8,974 11,246 

* excludes unit linked Tracker funds where an investment guarantee is given by the shareholder. 
 
 

Loans and receivables to banks  
   
Rating June 2008 Dec 2007 
 €m €m 
Aaa 300 33 
Aa 1,800 1,726 
A 258 698 
Baa1 - 71 
Total 2,358 2,528 

 
 
 
20.   Restatement of June 2007 Financial Statements 
 

      In the June 2007 Interim Report, third party interests in property investment unit trusts which were 
consolidated in the group’s results were included in minority interests. The comparative June 2007 
numbers in the 2008 Half Year Report have been restated in line with the treatment in the 2007 Annual 
Report and Financial Statements to include the third party interests in investment contract liabilities. 

 
The restated amounts were: 
 
 Balance Sheet 
     Investment contract liabilities   +€153m 
         Minority interests    -€153m 
 
 Income Statement 
     Profit attributable to minority interests  -€7m 
     Change in investment contract liabilities  +€7m  
 
 

21. Contingencies 
 

The group like all other banks and insurance companies is subject to litigation in the normal course of its 
business. The group does not believe that any such litigation will have a material effect on its profit or loss 
and financial condition. 

 
 
22. Approval of Condensed Financial Statements 
 

The condensed financial statements prepared on a statutory basis (which are unaudited) were approved by 
the Board of Directors on 26 August 2008. 
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Responsibility Statement 
 
We, being the persons responsible within Irish Life & Permanent, p.l.c., confirm that to the best of our 
knowledge: 
 
 

1. the condensed set of financial statements have been prepared in accordance with International 
Accounting Standard 34 -  Interim Financial Reporting, being the international accounting 
standard applicable to the interim financial reporting adopted pursuant to the procedure 
provided for under Article 6 of Regulation (EC) No. 1606/2002 of the European Parliament and 
of the Council of 19 July 2002; 

 
 
2.  the [interim management report] includes a fair review of: 

a) The important events that have occurred during the first six months of the financial 
year and their impact on the condensed set of financial statements; 

b) The principal risks and uncertainties for the remaining six months of the financial year;  
c) Related parties’ transactions that have taken place in the first six months of the 

current financial year and that have materially affected the financial position or the 
performance of the group during that period; and  

d) Any changes in the related parties’ transactions described in the last annual report, 
that could have a material effect on the financial position or performance of the group 
in the first six months of the current financial year.  

 
 
 
 
 
 
On behalf of the board:* 
 
 
 
 
Denis Casey      Peter Fitzpatrick 
Group Chief Executive     Group Finance Director 
 
 
 
* The composition of the Board of directors is unchanged from the 2007 Annual Report with the exception of David 
Byrne who retired following the AGM held on 23 May 2008  
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Independent Review Report to Irish Life & Permanent plc 
 
Introduction 
 
We have been engaged by the company to review the condensed set of financial statements in the half 
yearly financial report for the six months ended 30 June 2008 which comprises the condensed 
consolidated income statement, condensed consolidated statement of recognised income and expense, 
condensed consolidated balance sheet, condensed consolidated cash flow statement and the related 
explanatory notes.  We have read the other information contained in the Half-yearly Financial Report 
and considered whether it contains any apparent misstatements or material inconsistencies with the 
information in the condensed set of financial statements.  
 
This report is made solely to the company in accordance with the terms of our engagement to assist the 
company in meeting the requirements of the Transparency (Directive 2004/109/EC) Regulations 2007 
and the Transparency Rules of the Irish Financial Services Regulatory Authority.  Our review has been 
undertaken so that we might state to the company those matters we are required to state to it in this 
report and for no other purpose.  To the fullest extent permitted by law, we do not accept or assume 
responsibility to anyone other than the company for our review work, for this report, or for the 
conclusions we have reached.     
 
Director’s responsibilities 
 
The Half-yearly Financial Report is the responsibility of, and had been approved by, the directors.  The 
directors are responsible for preparing the Half-yearly Report in accordance with the Transparency 
(Directive 2004/109/EC) Regulations 2007 and the Transparency Rules of the Irish Financial Services 
Regulatory Authority.   
 
As disclosed in the Basis of Preparation, the annual financial statements of the Group are prepared in 
accordance with IFRSs as issued by the IASB and subsequently adopted by the EU.  The condensed 
set of financial statements included in this Half-yearly Financial Report has been prepared in 
accordance with IAS 34- Interim Financial Reporting, as adopted by the EU. 
 
Our responsibility 
 
Our responsibility is to express to the company a conclusion on the condensed set of financial 
statements in the Half-yearly Financial Report based on our review.  
 
Scope of review 
 
We conducted our review in accordance with International Standard on Review Engagements (UK and 
Ireland) 2410 – Review of Interim Financial Information Performed by the Independent Auditor of the 
Entity issued by the Auditing Practices Board for use in Ireland and the UK.  A review of half-yearly 
financial information consists of making enquiries, primarily of persons responsible for financial and 
accounting matters, and applying analytical and other review procedures.  A review is substantially less 
in scope than an audit conducted in accordance with International Standards on Auditing (UK and 
Ireland) and consequently does not enable us to obtain assurance that we would become aware of all 
significant matters that might be identified in an audit.  Accordingly, we do not express an audit opinion.  
 
Conclusion 
 
Based on our review, nothing had come to our attention that causes us to believe that the condensed 
set of financial statements in the Half-yearly Financial Report for the six months ended 30 June 2008 is 
not prepared, in all material respects, in accordance with IAS 34 – Interim Financial Reporting as 
adopted by the EU, the Transparency (Directive 2004/109/EC) Regulations 2007 and the Transparency 
Rules of the Irish Financial Services Regulatory Authority.   
 
KPMG 
Chartered Accountants 
1 Harbourmaster Place 
IFSC 
Dublin 1         27 August 2008 
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GROUP OVERVIEW OF EMBEDDED VALUE BASIS RESULTS 
 
The EV basis results which are presented as Supplementary Information employ the embedded value 
methodology for all of the group’s insurance and investment business. The statutory results use 
embedded value for insurance contracts only with investment contracts being accounted for under IAS 
39. Banking and other businesses are accounted for on the same basis in both statutory and EV results. 
 
The group’s income statement under embedded value is summarised below: 
 
      
 6 months to 

30 June 2008
  6 months to 

30 June 2007 
 12 months to

31 Dec 2007
      
 €m  €m €m 
     
Operating profit on continuing operations     
     
Insurance and investment business 175  194 346 
Banking 124  111 219 
Other -  (1) (4)
 299  304 561 
     
Share of associate / joint venture 1  17 29 
Operating profit before tax on continuing 
operations 

300  321 590 

     
Short-term investment fluctuations (230)  21 (114)
     
Effect of economic assumption changes (8)  (11) (14)
     
Other non operational costs -  (3) (3)
     
Profit on sale of property -  - 1 
Profit before tax 62  328 460 
     
Taxation (25)  (36) (52)
     
Profit after tax 37  292 408 
     
Minority interest (2)  (3) (4)
Profit after tax attributable to equity holders 35  289 404 
 
Group Income Statement 
 
Total profit after tax attributable to equity holders was €35m compared to €289m in the first half 2007.  
This outcome principally reflects the impact of weak investment markets on the embedded value of the 
group’s life business which resulted in negative short term investment fluctuations of €230m compared 
to a positive €21m in the first half 2007. 
 
At the operating level pre-tax profits in the group’s core banking and life assurance business for the first 
half 2008 was €299m in line with the 2007 outcome of €304m.  Life business embedded value profits at 
€175m compare to €194m in the first half 2007 with the reduction reflecting a lower level of new 
business sales combined with lower positive experience variances.  Banking operating profit at €124m 
was 12% ahead of 2007 profit of €111m with pre-tax profits for the first half including a realised gain of 
€29m achieved on the disposal of the bank’s “Held to Maturity” debt securities portfolio in the first 
quarter helping to offset the impact of higher funding costs arising from the global credit crunch.  
 
The post tax return from the group’s interest in Allianz (Ireland) Limited was €2m compared to €18m in 
the first half 2007 with the outcome largely attributable to a lower return on the insurer’s investment 
portfolio reflecting the weakness in global bond markets. 
 
Short term investment fluctuations reflect the impact of actual against assumed investment returns on 
the embedded value of the group’s life operations. The outcome for the first six months of 2008 was a 
negative €230m compared to a positive €21m in 2007 and reflects the significant down turn in 
investment markets in the first half of 2008. The €230m comprises principally management fees of 
€172m, property of €44m and financial options and guarantees (FOGs) of €9m. 
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Changes in the economic assumptions used to calculate the life assurance embedded value resulted in 
a negative €8m outcome (2007: negative €11m). This principally relates to the impact of an increase in 
the risk discount rate used to compute the embedded value from 7.8% at year end 2007 to 8.2% 
reflecting increases in medium term euro bond rates.  
 
The taxation charge of €25m is comprised of three elements, a €36m (2007: €38m) charge on insurance 
and banking operating profits, a charge of €3m (2007: €2m credit) attributable to investment fluctuations 
and economic assumption changes in the life embedded value and a credit of €14m arising from the 
release of deferred tax provisions for capital allowances on plant leasing arrangements. The effective 
tax rate 12% on (combined insurance and banking) operating profit is in line with the prior year charge. 
 
 
Divisional Overview of Embedded Value Basis Results 
 
Insurance and Investment Operating Review 
 
The first half of 2008 was difficult in the life market place in Ireland with the impact of very weak global 
investment markets weighing heavily on investor sentiment and confidence and having a significant 
dampening effect on demand for lump sum investment products in particular. Against this backdrop 
notwithstanding that life sales declined by 16% to €294m from €350m in first half of 2007 on an APE 
basis, the group performed comparatively well gaining market share in tough conditions.   
 
The sales in the group’s principal life business are summarised below: 
 

 APE1 Basis PVNBP2 Basis 
  30 June  30 June Change  30 June  30 June Change
  2008  2007  2008 2007 
 €m  €m  % €m  €m  % 
   

Retail Life 141 208 (32) 847 1,409 (40)
Corporate Life 137 122 12 828 744 11 
Irish Life International 16 20 (20) 163 204 (20)

 
 294 350 (16) 1,838 2,357 (22)

       
Investment (ILIM) 103 244 (58) 1,033 2,443 (58)

 
 397 594 (33) 2,871 4,800 (40)

 
Retail Life 
The retail life assurance market in the first half of 2007 was buoyed by the final maturities of SSIA 
accounts which provided a significant boost to new business sales.  By contrast the market for 
investment products in the first half of 2008 was very weak reflecting the impact of weak global 
investment markets.  In the face of this reduced demand retail life sales fell 32% to €141m (2007: 
€208m) on an APE basis. This reduction principally reflects a 62% decline in single premium investment 
business. On a PVNBP basis sales declined 40% to €847m (2007: €1.41bln).  
 
Corporate Life 
Sales in the corporate life division were ahead 12% to €137m (2007: €122m) on an APE basis 
notwithstanding global investment markets reflecting the resilience of this largely pensions based 
business. On a PVNBP basis sales were ahead 11% to €828m (2007: €744m). Sales of risk schemes 
was particularly strong in the first half 2008. 
 
Investment Management 
The group’s investment management performance continued to be excellent in the first half of 2008 on 
both the active and passive sides of the business.  Gross new fund inflows were €1.0bln (2007: €2.4bln 
including €645m arising on the acquisition of the EBS Summit Funds) and Irish Life has now established 
itself as the dominant franchise in the fund management arena in Ireland.  Reflecting investment market 
conditions total funds under management at 30 June 2008 were €31.5bln compared to €35.4bln at end 
2007. 

                                                           
1 APE sales are calculated as annual value of regular premiums plus 10% of the value of single 
premiums. 
2 PVNBP sales are calculated as total single premiums plus the discounted value of regular premiums 
expected to be received over the term of the contracts. 
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Insurance and Investment Financial Review 
 
The operating results of the group’s insurance and investment business, presented on an EV basis, for 
the 6 months ended 30 June 2008 are set out below. 
 
 6 months to 

30 June 2008
6 months to 

30 June 2007 
 12 months to 

31 Dec 2007
  
 €m €m  €m 
  
New business contribution 65 82  154 
  
Contribution from in-force business  
     
Expected return     
 In-force 67 59  118 
 Net worth 15 16  29 
     
Experience variances 7 21  10 
Assumption changes 21 16  35 
     
Operating profit before tax 175 194  346 
 
The operating profit before tax for the half year 2008 was €175m a 10% reduction in the first half 2007 
outturn of €194m.  The key driver of this outturn was a lower level of new business contribution which 
was down 21% to €65m (2007: €82m). 
 
New Business Contribution & Margins 
The new business contribution was €65m in the first half 2008 compared to €82m in 2007.  This 21% 
reduction was driven by a 16% reduction in life new business sales (excluding ILIM) to €294m on an 
APE basis (2007: €350m).  On a PVNBP basis sales excluding ILIM fell 22% to €1.8bln (2007: €2.4bln). 
 
On an APE basis overall new business margins excluding ILIM were 18.0% compared to 19.2% 
reported for the full year 2007.  Including ILIM new business margins were 16.2% compared to 15.3% 
for the full year 2007 made up as follows: 
 
 

 APE Basis PVNBP Basis 
  30 June  30 June  31 Dec  30 June  30 June  31 Dec 
  2008  2007  2007  2008  2007  2007 
  %  %  %  %  %  % 
   

Life 18.0 19.5 19.2 2.9 2.9 2.9 
Investment (ILIM) 11.3 5.9 7.4 1.1 0.6 0.7 

 
 16.2 13.9 15.3 2.2 1.7 2.0 
 

 
The reduction in life new business margins principally reflects the gearing impact of a lower level of new 
business sales combined with the impact of an increase in the opening risk discount rate (from 7.8% to 
8.2%) which had a negative impact on the first half 2008 reported margins. The increase in margins in 
ILIM reflects a larger proportion of high ticket low margin sales within the mix in first half of 2007. 
 
When calculated on the PVNBP basis new business margins, including ILIM, were 2.2% compared to 
2.0% in the full year 2007. 
 
The internal rate of return achieved on new business sales, excluding ILIM, was 13.2% which compares 
to 13.3% achieved in the full year 2007. The average payback period3 across the group’s life product set 
was 6.5 years. 
 

                                                           
3 Payback period is calculated as the number of years it takes adding up the cash flows to break even. 
 46



In-force Business 
The expected in-force return represents the unwind of the risk discount rate and the 14% growth in 
these profits to €67m from €59m reflects very strong underlying growth in the portfolio. 
 
The expected return on the net worth, which relates to earnings on shareholder assets calculated by 
reference to the assumed long term rate of return on property and equities and the actual return on short 
term cash, was €15m compared to €16m in the first half 2007.This reduction reflects the payment of a 
dividend of €230m from the life company to the bank at end of first half 2007 with the impact of this cash 
outflow being offset by higher returns on the shareholder assets in the first half of 2008 reflecting higher 
interest rates. 
 
The combination of experience variances and assumption changes continue to be positive at €28m 
compared to €37m in 2007. The assumption changes of €21m largely reflect continued unit cost 
productivity gains while the experience variances reflect a continued good risk outcome which has been 
offset by some negative persistency experience on investment business. Overall the assumptions 
underlying the embedded value continue to be prudent. 
 
Costs 
Costs within the life company continue to be tightly managed. Overall costs were flat at €111m in the 
first half 2008 (2007: €110m). 
 
Banking Operating Review 
 
The first half of 2008 provided significant challenges to the group’s banking business. As a consequence 
of the uncertainty and dislocation in the global credit markets the group decided to moderate the level of 
new lending in 2008. 
 
Reflecting this decision, together with the general slowdown in the Irish housing market, overall gross 
new lending in the first half 2008 fell 19% to €5.1bln from €6.3bln in first half 2007. Total loans and 
receivables grew 5% to €41.2bln compared to €39.2bln at 31 December 2007. 
 
Notwithstanding the slowdown in the Irish economy the banks customer acquisition strategy continues 
to be successful with over 31,000 new current account customers joining the bank in the first half 2008 
bringing to over 240,000 the number of new customers acquired since the campaign began in 2005. 
 
Lending Growth 
Total loans and receivables to customers increased 5% to €41.2bln from €39.2bln at 31 December 
2007. 
 
The growth in the balances over principal business lines was as follows: 
 

 30 June  31 Dec  Growth 
 2008  2007 

€bln €bln % 
  

Mortgage lending ROI *
 27.7 26.3 5 

Consumer finance 2.5 2.3 9 
Commercial lending 2.4 2.3 5 

32.6 30.9  
  

Mortgage lending - UK (£Stg) * 6.8 6.1  
  

Total lending - €m 41.2 39.2 5 
 
The slowdown in the Irish housing market experienced in the second half of 2007 continued into the first 
half of 2008.  A combination of house price uncertainty, (house prices on average fell 5% in the first half 
2008) high interest rates and less availability of credit led to a reduction in demand across all categories 
of purchasers.  Reflecting this softening in the market, gross new Irish mortgages issued by the group at 
€2.7bln in the first half 2008 showed a reduction of 23% on the levels of €3.5bln issued in the first half 
2007 with the slowdown in mortgage demand being broadly in line with the overall market.  
 
Irish residential mortgages outstanding increased 5% to €27.7bln compared to €26.3bln at year end 
2007. New business has been off set by lower levels of early redemption activity reflecting market 
conditions generally. 

                                                           
* Including securitised mortgages 
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In the UK Capital Home Loans Limited came into 2008 with a very strong pipeline of committed new 
business which led to gross new issues of Stg£1.1bln in the first half of 2008, unchanged from the first 
half of 2007. In light of prevailing market conditions  the group has decided to restrict its appetite for new 
business in the UK for the time being.  Consequently new business levels in the second half of 2008 are 
expected to be minimal. 
 
New consumer finance loans issued decreased 6% to €803m from €852m in first half 2007 mainly 
reflecting reduced demand in the new car finance market. The portfolio grew 9% to €2.5bln (31 
December 2007: €2.3bln). 
 
New commercial lending of €264m was down 28% from first half 2007 (€365m) and reflects a slowdown 
in opportunities combined with a reduced credit appetite in this sector in 2008.  The portfolio grew  5% in 
2008 to €2.4bln (31 December 2007: €2.3bln). 
 
Customer Acquisition 
Customer account balances at 30 June 2008 totalled €14.6bln (31 December 2007: €13.6bln). 
Throughout the first half of 2008 the bank continued to maintain its focus on the acquisition of new 
current accounts and the strategy in this area continued to be extremely successful with 31,000 new 
accounts opened during the year, following on from the 69,000 new accounts opened in the year ended 
2007. Current account balances totalled €2.6bln (31 December 2007: €2.6bln). 
 
 
Banking Financial Review 
 
The pre-tax results of the group’s banking business for the six months ended June 2008 are set out 
below: 
 
 6 months to 

30 June 2008
 6 months to 

30 June 2007 
12 months to 
31 Dec 2007

 €m €m €m 
Net interest income 240 241 500 
Other income 20 22 43 
Trading income 5 5 5 
Held to Maturity portfolio disposal 29 0 0 
    
 294 268 548 
    
Administrative expenses (155) (150) (302) 
Impairment provisions (15) (8) (28) 
Investment return - 1 1 
    
Operating profit before tax  124 111 219 
 
Against the build up of a weak Irish housing market and continued global credit market turbulence and 
dislocation the group’s banking business performed well with pre-tax profits growing 12% to €124m from 
€111m in the first half 2007. Included in the 2008 pre-tax profit are exceptional gains of €29m achieved 
on the sale of the bank’s gilt “Held to Maturity” portfolio in the first quarter of the year helped to offset the 
impact of higher funding costs arising from the global credit crunch. 
 
Net Interest Income 
Net interest income in the first half 2008 at €240m was flat compared to the 2007 outturn of €241m.  
While loans and advances to customers grew 5% in the first six months of 2008 the net interest margin 
declined to 108bps from 117bps for the full year 2007. The key movements in the net interest margin 
are set out below: 
 
 

  BPS 
Margin - Full Year 2007 117 
Funding Mix & Basis Risk (13)
Liability Margins 3 
Liquidity 2 
Other (1)
30 June 2008 108 
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The principal impact on the net interest margin in the first half of 2008 was the effect of wider wholesale 
credit spreads throughout the period in consequence of the continued global credit crisis. Of particular 
significance was the basis risk caused by the extremely wide differential between EURIBOR and official 
ECB interest rates which form the basis for mortgage pricing in Ireland. 
 
Other Income 
Other income of €20m compares to €22m achieved in the first half of 2007 and reflects a lower level of 
general insurance commissions as a result of lower premium rates together with lower bureau de 
change earnings due to the strengthening of the Euro exchange rate against the US Dollar and Sterling. 
 
Other income excludes the contribution from bancassurance sales generated through the bank which 
are reported in the pre-tax profit of the group’s life assurance activities.  Sales of life and pension 
products through the bank were €36m compared to €59m achieved in the first half 2007 with the 
reduction reflecting a lower level of lump sum investment sales on foot of weaker investment markets 
generally.  The pre-tax profit achieved on the bancassurance book of life business in the first half 2008 
was €26m compared to €37m with the decrease due to a lower level of new business contributions on 
foot of lower sales. 
 
Trading income was a positive €5m in 2008 in line with the first half 2007 outturn.  In both periods the 
trading result largely was due to the group’s pre hedging basis risk in its fixed rate mortgage portfolio.  
Under EU IFRS, the outcome of this pre-hedging is reflected in trading income rather than net interest 
income.   
 
The Held to Maturity portfolio disposal of €29m was the gain achieved on the disposal of the bank’s 
“Held to Maturity” debt securities portfolio in the first quarter helping to offset the impact of higher 
funding costs arising from the global credit crunch. 
 
Costs 
Administrative expenses for the half year 2008 were €155m a 3% increase on the 2007 outturn 
(€150m). In early 2008 the bank entered into a sale and lease back of its head office with the life 
company in order to improve overall capital efficiency within the group. The cost increase experienced in 
the first half 2008 reflects the rent levied under the arrangement (on an arms length basis) and 
excluding this item costs have increased by 2% half year on half year. Cost management continues to 
be the focus of significant management attention going forward. 
 
Credit Quality & Provisions 
A key objective of the group in the changing economic conditions in which it operates is to minimise the 
losses arising from credit impairments. Impaired loans at 30 June 2008 are set out below: 
 

 30 June 2008 31 Dec 2007 
  Balances ILs / Total 

Loans 
 Balances ILs / Total 

Loans 
  €m  %  €m  % 

Residential Mortgages     
ROI 20 0.1 16 0.1 
UK 40 0.5 21 0.3 

Consumer Finance 52 2.1 47 2.1 
Commercial Mortgages 15 0.6 14 0.6 

 127 0.3 98 0.3 
Provisions 82  75  
     
 
The total impairment charge for the first half 2008 was €14.6m (2007: €7.5m) which is made up as 
follows: 
 
 30 June 30 June 

2008 2007 
  €m  €m 
ROI Mortgages4 0.9 0.3 
UK Mortgages 5.4 1.0 
Consumer Finance   

Finance leases and instalment advances 4.1 2.8 
Term, Visa, overdraft 4.2 3.4 

 14.6 7.5 
 

                                                           
4 Includes commercial mortgages 
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Credit quality within the Irish residential mortgage portfolio remains excellent. Despite the downturn in 
the Irish housing market and increases in mortgage interest rates arrears levels at 30 June 2008 
continued to be extremely low. Within the portfolio total arrears as a percentage of the book were 0.12% 
compared to 0.11% at 31 December 2007, which was a historic low, and case numbers in arrears were 
on a par with end 2007. Impaired balances as a percentage of total loans at 0.1% at 30 June 2008 were 
unchanged from 31 December 2007 at 0.1%. 
 
Capital Home Loans (CHL) is the group’s UK centralised mortgage lender which is focused on the 
professional landlord market and 93% of the portfolio is buy-to-let. In line with the market generally in 
the UK CHL has experienced an increase in the level of arrears and impaired loans within its portfolio. 
Buy-to-let arrears as a percentage of the portfolio increased to 0.77% of total loans outstanding from 
0.4% at 31 December 2007. While arrears levels have been increasing they continue to be considerably 
better than the industry average as published by the Council of Mortgage Lenders in the UK. However in 
response to increased levels of arrears and impaired loans the impairment charge in the first half 2008 
has been increased to €5.4m compared to €1.0 in the first half 2007. 
 
In the consumer finance portfolio impaired loans as a percentage of the portfolio remained unchanged  
from year end 2007 at 2.1%. Impairment provisions in respect of the consumer finance portfolio are 
computed on a collective rather than an incurred basis and they are reported on an incurred rather than 
reported basis and therefore represent an element of provisioning against expected losses latent within 
the portfolio which has not yet happened. Recognising the 11% increase in the absolute level of 
impaired loans and the less benign economic climate the impairment charge in respect of this portfolio 
has been increased 34% to €8.3m in the first half 2008 compared to first half 2007 at €6.2m.  
 
There has been virtually no change in impairment levels in the commercial mortgage portfolio when 
compared to year end 2007. 
 
Overall total provisions held are €82m which represents cover of 65% of impaired loans (year end 2007 
€75m with coverage of 77%). This is a comfortable level of provisioning in the context of the majority of 
the portfolio being secured with 88% representing activity in residential mortgages. Notwithstanding this 
management recognises the potential credit challenges which the group is facing into and have 
significantly increased resources in the credit and collections areas across all portfolios to ensure that 
the impact of the changing environment is minimised. 
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Basis of Preparation – EV basis half year financial information 
Six months to 30 June 2008 
 
  
Basis of Preparation  
Earnings generated by the group’s life assurance operations are prepared in accordance with the European 
Embedded Value (EEV) Principles issued in May 2004 (with additional guidance on EEV disclosures issued in 
October 2005) by the European Chief Financial Officers’ Forum.  For businesses other than life assurance the 
results have been prepared based on the recognition and measurement principles of IFRS issued by the IASB 
and adopted by the EU which were effective at 30 June 2008. 
 
IFRS 4 brings into force phase 1 of the International Accounting Standard Board’s ("IASB") insurance 
accounting project.  In view of the phased implementation of IFRS for insurance business, the group believes 
that shareholders will continue to place considerable reliance on embedded value information relating to the life 
assurance business as a whole.  The statutory financial information includes insurance contracts written in the 
life assurance business based on embedded value earnings calculated using the EEV principles developed by 
the European CFO forum.  The methodology produces an Embedded Value (EV) as a measure of the 
consolidated value of shareholders’ interests in the business covered by the EEV Principles.  The EV basis 
financial information extends these principles to investment contracts written in the life assurance business.  The 
statutory financial information treats tax deducted from policyholder funds as an income item while the EV basis 
financial information show these deductions as a tax item. The own share adjustment in EV basis partially 
reverses the mis-match which arises under the IFRS statutory financial information where own shares held on 
behalf of policyholders are required to be marked-to-market in policyholder liabilities but the matching assets are 
not permitted to be marked-to-market. The EV basis restates the policyholder liability relating to own shares to 
the book cost of those shares. 
 
For all business other than “covered business”, the EV financial information incorporates the same values and 
earnings included in the statutory based financial information, determined using the IFRS bases.  The statutory 
based financial information brings any change to the value of owner occupied property held in covered business 
through the SORIE, and allows for a depreciation charge in the income statement.  The EV financial information 
shows any change in the value of owner occupied property for covered business in the income statement.  The 
EV financial information reclassifies and summarises the information included in the statutory financial 
information.  
 
The Directors acknowledge their responsibility for the preparation of the supplementary EV basis information. 
 
The methodology applied to produce the EV basis for the period to 30 June 2008 is consistent with the 
methodology used to produce the EV information for the year ended 31 December 2007. 
 
Covered Business 
The EEV Principles are applied to value “covered business” as defined by the Principles.  This includes 
individual and group life assurance and investment contracts, pensions and annuity business written in Irish Life 
Assurance plc and Irish Life International, and the investment management business written in Irish Life 
Investment Managers Limited. In the EV financial information, the same valuation approach is applied to both 
insurance and investment contracts within the covered business. 
 
All business other than the covered business is included in the EV Basis financial information on the same basis 
as that applied to the business in the statutory financial information. 
 
Embedded Value 
Embedded Value (EV) is the present value of shareholders’ interests in the earnings distributable from assets 
allocated to the covered business after sufficient allowance is made according to the EEV Principles for the 
aggregate risks in the covered business.  The EV consists of the following components: 
 
- free surplus allocated to the covered business 
 
- required capital, less the cost of holding required capital 
 
- present value of future shareholder cash flows from in-force covered business (PVIF), including an 

appropriate deduction for the time value of financial options and guarantees. 
 
The value of future new business is excluded from the EV. 
 
The cost of holding required capital is defined as the difference between the amount of the required capital and 
the present value of future releases, allowing for future investment returns, of that capital. 
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Basis of Preparation – EV basis half year financial information 
Six months to 30 June 2008 
 
 
Free Surplus and Required Capital  
Free surplus is defined as the market value of assets in the covered business less supervisory liabilities less 
required capital.  It is the market value of any capital and surplus allocated to, but not required to support, the in-
force covered business at the valuation date.  The free surplus is shown net of the accounting value of the 
subordinated debt raised in the life assurance business during 2007. 
 
The level of required capital reflects the amount of assets attributed to the covered business in excess of that 
required to back regulatory liabilities whose distribution to shareholders is restricted.  The EEV Principles require 
this level to be at least the level of solvency capital at which the local supervisory authority is empowered to take 
action and any further amount that may be encumbered by local supervisory restrictions.  In light of this the 
Directors have set the level of required capital to be 150% of the regulatory minimum solvency margin 
requirement at the valuation date, including the additional margin required under the Solvency 1 rules.  The 
Directors consider this to be a conservative level of capital to manage the covered business, allowing for the 
supervisory basis for calculating liabilities, the insurance and operational risks inherent in the underlying 
products and the methods used to value financial options and guarantees included in those products. 
 
New Business 
New business premiums reflect income arising from the sale of new contracts during the reporting period. 
Increases to premiums that are generated by policyholders at their discretion are included in new business as 
they occur.  Increases to renewal premiums on group pension contracts are treated as new business premiums. 
 
The new business contribution is the present value of future shareholder cashflows arising from the new 
business premiums written in the period less a deduction if relevant for the time value of financial options and 
guarantees.  The contribution makes full allowance for the associated amount of required capital and includes 
the value of expected renewals on new contracts. 
 
The EEV Principles require a measure of the present value of future new business premiums (PVNBP) to be 
calculated and expressed at the point of sale.  The PVNBP is equivalent to the total single premiums plus the 
discounted value of regular premiums expected to be received over the term of the contracts using the same 
economic and operating assumptions used for calculating the new business contribution.  The new business 
margin reported under EEV is defined as the ratio of the new business contribution to PVNBP. 
 
Projection Assumptions 
Projections of future shareholder cash flows expected to emerge from covered business are determined using 
realistic assumptions for each component of cash flow and for each policy group.  Future economic and 
investment return assumptions are based on period end conditions.  The assumed discount and inflation rates 
are consistent with the investment return assumptions. 
 
The assumptions for demographic elements, including mortality, morbidity, persistency and expense 
experiences, reflect recent operating experiences and are reviewed annually.  Allowance is made for future 
improvements in annuitant mortality based on experience and externally published data.  Favourable changes in 
operating experience are not anticipated until the improvement in experience has been observed. 
 
All costs relating to the covered business are allocated to that business.  The expense assumptions used for the 
projections therefore include the full cost of servicing the business.  The costs include future depreciation 
charges in respect of certain property and equipment included in the free surplus.  Certain group costs allocated 
to the life company are not included within the cash flow projections and are accounted for on an annual basis in 
the other group results. 
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Basis of Preparation – EV basis half year financial information 
Six months to 30 June 2008 
 
 
 
Risk Discount Rate 
The risk discount rate is a combination of a base risk-free rate and a risk margin, which reflects the residual risks 
inherent in the covered business, after taking account of prudential margins in the supervisory liabilities, the 
required capital and the specific allowance for financial options and guarantees. 
 
The group has adopted a bottom-up approach to the determination of the risk discount rate.  Each element of 
risk is assessed in turn and a cost is reflected as an addition to the base risk-free discount rate.  The risk 
discount rate derived in this way reflects the risk of volatility associated with the cash flows in the embedded 
value model. 
 
The key assumptions are set out in note 13. 
 
The market risk margin neutralises the effect of assuming future investment returns in excess of the base risk-
free rate. 
 
The non-market risk margin is based on an estimate of the impact of each of the following risks - mismatch risk, 
credit risk, demographic risks including mortality, morbidity, persistency and expense risks, operational risk and 
liquidity risk. 
 
An allowance is made for the diversification effect in that each of the risks is not expected to occur 
simultaneously.  Financial options and guarantees are explicitly valued using a market-consistent approach and 
no further risk allowance is included for these in the risk discount rate.  The non-market risk margin was 
determined by the Directors following a review of the estimates emerging from the above exercise. 
 
Financial Options and Guarantees 
Under the EEV Principles an allowance for the time value of financial options and guarantees (“FOG”) is 
required where a financial option exists which is exercisable at the discretion of the policyholder.  The time value 
of an option reflects the additional value inherent in the option due to the potential for the option to increase in 
value prior to its expiry date, usually due to movements in the market value of assets.  The value of an option 
based on market conditions at the date of the valuation is referred to as the intrinsic value.  
 
The supervisory liabilities allow on a prudent basis for both the intrinsic and time value of FOGs and the PVIF 
allows for the run-off of these liabilities.  An explicit deduction is made to the PVIF to allow for the impact of 
future variability of investment returns on the cost of FOGs (time value) and the current in the money cost of the 
FOG (Intrinsic value).  The cost of FOGs is calculated using stochastic models calibrated on a market consistent 
basis. 
 
The main financial options and guarantees and the assumptions used to value them are described in note 13. 
 
Service Companies 
All services relating to the covered business are charged on a cost recovery basis.  
 
Tax 
The projections include on a discounted basis all tax that is expected to be paid under covered business under 
current legislation, including tax that would arise if surplus assets within the covered business were eventually to 
be distributed.   
 
Analysis of Profit 
The profit from the covered business is analysed into three main components: 
 
• New business contribution 
 

The contribution from new business written in the period is calculated as at the point of sale using 
assumptions applicable at the start of the period.  This is then rolled forward to the end of the financial period 
using the risk discount rate applicable at the start of the reporting period. 

 
• Profit from existing in-force business  
 

The profit from existing business is calculated using opening assumptions and comprises: 
 
- Interest at the risk discount rate on the value of in-force business allowing for the timing of cash-flows 

(“expected return”); 
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Basis of Preparation – EV basis half year financial information 
Six months to 30 June 2008 
 

 
 
- Experience variances: when calculating embedded values it is necessary to make assumptions regarding 

future experiences including persistency (how long policies will stay in force), risk (mortality and 
morbidity), future expenses and taxation.  Actual experience may differ from these assumptions.  The 
impact of the difference between actual and assumed experience for the period is reported as experience 
variances; 

 
- Operating assumption changes: the assumptions on which embedded values are calculated are reviewed 

regularly.  Where it is considered appropriate in the light of current or expected experience to change any 
assumptions regarding expected future experience, the impact on total value of in-force business of any 
such change is reported as an “operating assumption change”. 

 
• Expected investment return 
 

The expected investment earnings on the net assets attributable to shareholders are calculated using the 
future investment return assumed at the start of the period.  The expected investment earnings allows for 
interest payable on subordinated debt. 

 
Two further items make up the total profit arising from the covered business: 
 
• Short term investment fluctuations 

 
This is the impact on the EV of differences between the actual investment return and the expected 
investment return assumptions assumed at the start of the period.  
 

• Effect of economic assumption changes 
 

This is the impact on the EV of changes in external economic conditions including the effect changes in 
interest rates have on risk discount rates and future investment return assumptions.  
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Consolidated Income Statement - Embedded Value Basis (Unaudited)
Six months to 30 June 2008

Notes 6 months 6 months 12 months
to 30 June to 30 June to 31 Dec

2008 2007 2007
€m €m €m

Operating profit
Insurance & investment business 175                 194                 346           
Banking 124                 111                 219           
Other -                      (1)                    (4)              

299                 304                 561           
Share of associate / joint venture 1                     17                   29             

Operating profit before tax 1 300                 321                 590           

Short-term investment fluctuations (230)                21                   (114)          
Effect of economic assumption changes (8)                    (11)                  (14)            
Other non operational costs -                      (3)                    (3)              
Profit on sale of property -                      -                      1               

Profit before tax 62                   328                 460           

Taxation 3 (25)                  (36)                  (52)            

Profit for the period 37                   292                 408           

Attributable to 
Equityholders 35                   289                 404           
Minority interests 2                     3                     4               

37                   292                 408           

Earnings per share including own shares held for the benefit of
life assurance policyholders (cent) 11 12.7                105.0              146.7        

Operating earnings per share including own shares held for the 11 95.7                102.8              194.6        
benefit of life assurance policyholders (cent)
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Consolidated Balance Sheet - Embedded Value Basis (Unaudited)
As at 30 June 2008

Notes 30 June 30 June 31 Dec
2008 2007 2007
€m €m €m

Assets
Cash and other receivables 332                495                391           
Investments 27,960           32,532           33,399      
Loans and receivables to banks 2,358             4,041             2,528        
Loans and receivables to customers 9 41,005           36,724           39,120      
Interest in associated undertaking / joint venture 134                173                147           
Reinsurance assets 1,992             1,950             2,036        
Shareholder value of in-force business 1,372             1,500             1,460        
Net post retirement benefit asset 88                  79                  86             
Goodwill and intangible assets 254                257                255           
Property and equipment 481                495                506           
Other debtors and prepayments 511                730                624           
Total assets 76,487           78,976           80,552      

Liabilities
Customer accounts 14,597           14,429           13,576      
Deposits by banks 11,801           2,018             10,011      
Debt securities in issue 11,744           20,233           15,371      
Non-recourse funding 2,820             3,534             3,090        
Derivative liabilities 609                894                788           
Insurance contract liabilities 3,901             4,057             4,010        
Investment contract liabilities 25,174           27,503           27,552      
Outstanding insurance and investment claims 133                139                137           
Net post retirement benefit liability 165                165                162           
Deferred taxation 5                    84                  58             
Other liabilities and accruals 617                900                800           
Subordinated liabilities 1,661             1,650             1,599        
Total liabilities 73,227           75,606           77,154      

Equity
Share capital 89                  88                  88             
Share premium 135                123                126           
Retained earnings 2,915             2,949             3,002        
Capital reserves 194                279                267           
Own shares held for the benefit of life assurance policyholders (88)                 (88)                (98)            
Shareholders' equity 5 3,245             3,351             3,385        
Minority interests 6 15                  19                  13             
Total equity 3,260             3,370             3,398        
Total liabilities and equity 76,487           78,976           80,552      
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Consolidated Statement of Recognised Income and Expense - Embedded Value 
Basis (Unaudited)
Six months to 30 June 2008

6 months 6 months 12 months
to 30 June to 30 June to 31 Dec

2008 2007 2007
€m €m €m

Revaluation of property and equipment - - 5               

Change in value of available for sale financial assets (58)       (3)                (19)            

Deferred tax 7                    - 2               

Net amount recognised directly in equity (51)                 (3)                (12)            

Profit for the period 37                  292             408           

Total recognised income and expense for the period (14)                 289             396           

Attributable to
  Equityholders (16)                 286             392           
  Minority interests in subsidiaries 2                    3                 4               
Total recognised income and expense for the period (14)                 289             396           

Consolidated Reconciliation of Shareholders' Equity - Embedded Value Basis (Unaudited)
Six months to 30 June 2008

6 months 6 months 12 months
to 30 June to 30 June to 31 Dec

2008 2007 2007
€m €m €m

Shareholders' equity at start of period 3,385             3,199          3,199        

Income and expenses attributable to equityholders (16)                 286             392           
Movement in cost of own shares held for the benefit of life 
assurance policyholders 10                  (10)              (20)            
Dividends paid (145)               (132)            (194)          
Issue of share capital 10                  7                 10             
Change in share based payment reserves 1                    1                 3               
Purchase of treasury shares for long term incentive plan -                     -                  (5)              
Shareholders' equity (excluding minority interest) at end 
of period 3,245             3,351          3,385        

58



Notes to the EV Basis Financial Statements
Six months to 30 June 2008

1. Operating profit before tax
6 months 6 months 12 months

to 30 June to 30 June to 31 Dec
2008 2007 2007
€m €m €m

Insurance & investment business
New business contribution 65                    82                   154                  
Profit from existing business
  - Expected return 67                    59                   118                  
  - Experience variances 7                      21                   10                    
  - Operating assumption changes 21                    16                   35                    
Expected investment return 15                    16                   29                    
Operating profit before tax 175                  194                 346                  

Banking
Net interest income 240                  241                 500                  
Non-interest income 20                    22                   43                    
Trading income 5                      5                     5                      

265                  268                 548                  
Administrative expenses including depreciation (155)                 (150)                (302)                 
Impairment losses on loans and receivables (15)                   (8)                    (28)                   

95                    110                 218                  
Investment return 29                    1                     1                      
Operating profit before tax 124                  111                 219                  

Other activities
Non-interest income 38                    33                   68                    
Administrative expenses including depreciation (38)                   (34)                  (72)                   
Operating loss before tax -                       (1)                    (4)                     

Share of associate / joint venture 1                      17                   29                    

Total operating profit before tax 300                  321                 590                  
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Notes to the EV Basis Financial Statements
Six months to 30 June 2008

2. Life and investment new business

Life business
6 months 6 months 12 months

to 30 June to 30 June to 31 Dec
2008 2007 2007
€m €m €m

Present value of new business premiums (PVNBP)

  Single premium 893                  1,423              2,714               

  Regular premium 205                  208                 402                  

  Regular premium capitalisation factor 4.6                   4.5                  4.4                   

PVNBP 1,838               2,357              4,490               

Annual Premium Equivalent (APE) 294                  350                 673                  

New business contribution 53                    68                   129                  

New business margin
   PVNBP 2.9% 2.9% 2.9%

   APE 18.0% 19.5% 19.2%

ILIM

Present value of new business premiums (PVNBP) 1,033               2,443              3,406               

Annual Premium Equivalent (APE) 103                  244                 341                  

New business contribution 12                    14                   25                    

New business margin
   PVNBP 1.1% 0.6% 0.7%

   APE 11.3% 5.9% 7.4%

Total new business

Present value of new business premiums (PVNBP) 2,871               4,800              7,896               

Annual Premium Equivalent (APE) 397                  594                 1,014               

New business contribution 65                    82                   154                  

New business margin
   PVNBP 2.2% 1.7% 2.0%

   APE 16.2% 13.9% 15.3%
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Notes to the EV Basis Financial Statements
Six months to 30 June 2008

3. Taxation
6 months 6 months 12 months

to 30 June to 30 June to 31 Dec
2008 2007 2007
€m €m €m

Life operations
  Operating profit (18)                   (17)                  (21)                   
  Short term investment fluctuations (8)                     2                     5                      
  Effect of economic assumption changes 5                      -                      (3)                     

(21)                   (15)                  (19)                   
Banking Operations
 Banking operating profit (18)                   (20)                  (33)                   
 Release deferred tax 14                    -                      -                       

(4)                     (20)                  (33)                   
Other operations -                       (1)                    -                       

(25)                   (36)                  (52)                   

4. Analysis of profit after tax 

Gross Tax Net
€m €m €m

Operating profit
   Insurance and investment business 175                  (18)                  157                  
   Banking 124                  (18)                  106                  
   Other -                       -                      -                       
   Share of associate / joint venture 1                      -                      1                      

300                  (36)                  264                  
Short term investment fluctuations (230)                 (8)                    (238)                 
Effect of economic assumption changes (8)                     5                     (3)                     
Release of deferred tax -                       14                   14                    

62                    (25)                  37                    

Gross Tax Net
€m €m €m

Operating profit
   Insurance and investment business 194                  (17)                  177                  
   Banking 111                  (20)                  91                    
   Other (1)                     (1)                    (2)                     
   Share of associate / joint venture 17                    -                      17                    

321                  (38)                  283                  
Short term investment fluctuations 21                    2                     23                    
Effect of economic assumption changes (11)                   -                      (11)                   
Other non operational costs (3)                     -                      (3)                     

328                  (36)                  292                  

6 months to 30 June 2008

6 months to 30 June 2007
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Notes to the EV Basis Financial Statements
Six months to 30 June 2008

4. Analysis of profit after tax (continued)

Gross Tax Net
€m €m €m

Operating profit
   Insurance and investment business 346                  (21)                  325                  
   Banking 219                  (33)                  186                  
   Other (4)                     -                      (4)                     
   Share of associate / joint venture 29                    -                      29                    

590                  (54)                  536                  
Short term investment fluctuations (114)                 5                     (109)                 
Effect of economic assumption changes (14)                   (3)                    (17)                   
Profit on sale of property 1                      -                      1                      
Other non operational costs (3)                     -                      (3)                     

460                  (52)                  408                  

5. Shareholders' equity
30 June 30 June 31 Dec

2008 2007 2007
€m €m €m

Insurance and investment business 1,900               2,060              2,047               
Banking 1,050           976                 1,043               
Other activities 66                    51                   61                    
Associate undertaking / joint venture 134                  173                 147                  
Goodwill 198                  198                 198                  

3,348               3,458              3,496               

Minority interest (15)                   (19)                  (13)                   

Deduction in respect of own shares held for the benefit (88)                   (88)                  (98)                   
of life assurance policyholders
Shareholders' equity 3,245               3,351              3,385               

Insurance and investment assets are analysed as follows:

30 June 30 June 31 Dec
2008 2007 2007
€m €m €m

Property 228                  219                 152                  
Equities 46                    13                   59                    
Debt securities 52                    23                   44                    
Deposits 326                  423                 460                  
Other assets and liabilities 63                    82                   65                    
Subordinated debt (187)                 (200)                (193)                 

528                  560                 587                  
Shareholder value of in-force business 1,372               1,500              1,460               

1,900               2,060              2,047               

12 months to 31 December 2007
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Notes to the EV Basis Financial Statements
Six months to 30 June 2008

5. Shareholders' equity (continued)

Analysis of movement in shareholders' equity attributable to insurance and investment business

Net Worth VIF Total
€m €m €m

Shareholders' equity as at 1 January 2008 587                  1,460              2,047               
Operating profit after tax 83                    74                   157                  
Short term investment fluctuations (73)                   (165)                (238)                 
Effect of economic assumption changes (6)                     3                     (3)                     
Capital movements (63)                   -                      (63)                   
Shareholders' equity as at 30 June 2008 528                  1,372              1,900               

Net Worth VIF Total
€m €m €m

Shareholders' equity as at 1 January 2007 747                  1,354              2,101               
Operating profit after tax 46                    131                 177                  
Short term investment fluctuations 3                      20                   23                    
Effect of economic assumption changes (6)                     (5)                    (11)                   
Capital movements (230)                 -                      (230)                 
Shareholders' equity as at 30 June 2007 560 1,500 2,060 

Net Worth VIF Total
€m €m €m

Shareholders' equity as at 1 January 2007 747                  1,354              2,101               
Operating profit after tax 117                  208                 325                  
Short term investment fluctuations (17)                   (92)                  (109)                 
Effect of economic assumption changes (7)                     (10)                  (17)                   
Capital movements (253)                 -                      (253)                 
Shareholders' equity as at 31 December 2007 587                  1,460              2,047               

The required capital at 30 June 2008 is €588m (30 June 2007: €588m, 31 December 2007: €589m), €187m
(30 June 2007: €200m, 31 December 2007: €193m) of the required capital is covered by the subordinated debt
and the remainder is covered by the net worth. The shareholder value of in-force is net of a deduction of €116m 
(30 June 2007: €118m, 31 December 2007: €118m) in respect of the cost of maintaining the required capital and
net of a deduction of €43m (30 June 2007: €13m, 31 December 2007: €46m) in respect of the time value of
financial option and guarantee costs.

6 months to 30 June 2008

6 months to 30 June 2007

12 months to 31 December 2007
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Notes to the EV Basis Financial Statements
Six months to 30 June 2008

5. Shareholders' equity (continued)

Analysis of insurance and investment operating profit after tax

Net Worth VIF Total
€m €m €m

New business contribution (86)                   142                 56                    
Profit from existing business

 - Expected return 126                  (62)                  64                    
 - Experience variances 18                    (13)                  5                      
- Operating assumption changes 11                    7                     18                    
- Expected investment return 14                    -                      14                    

Operating profit after tax 83                    74                   157                  

Net Worth VIF Total
€m €m €m

New business contribution (101)                 171                 70                    
Profit from existing business

 - Expected return 119                  (63)                  56                    
 - Experience variances 17                    6                     23                    
- Operating assumption changes (3)                     17                   14                    
- Expected investment return 14                    -                      14                    

Operating profit after tax 46                    131                 177                  

Net Worth VIF Total
€m €m €m

New business contribution (180)                 313                 133                  
Profit from existing business

 - Expected return 233                  (120)                113                  
 - Experience variances 21                    -                      21                    
- Operating assumption changes 18                    15                   33                    
- Expected investment return 25                    -                      25                    

Operating profit after tax 117                  208                 325                  

6 months 6 months 12 months
6. Minority interests to 30 June to 30 June to 31 Dec

2008 2007 2007
€m €m €m

Minority interests in subsidiaries
Opening balance 13                    16                   16                    
Total recognised income and expense 2                      3                     4                      
Acquisition of minority interest -                       -                      (7)                     
Closing balance 15                    19                   13                    

6 months to 30 June 2007

12 months to 31 December 2007

6 months to 30 June 2008
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Notes to the EV Basis Financial Statements
Six months to 30 June 2008

7. Management expenses
6 months 6 months 12 months

to 30 June to 30 June to 31 Dec
2008 2007 2007

€m €m €m

Administrative expenses 277                  267                 541                  
Depreciation 16                    13                   28                    
Amortisation of intangible assets 9                      9                     20                    

302                  289                 589                  

Analysed as follows:
Banking operations
  Operational 155                  150                 302                  
Life and investment operations
   Administrative 109                  102                 212                  
Other operations (includes corporate costs) 38                    34                   72                    
Other non operational costs -                       3                     3                      

302                  289                 589                  

Administration expenses include €2m (2007: Nil)  for rent paid by the bank to the life company in respect of
the bank HQ. These expenses are eliminated on consolidation in the EU IFRS result.

8. Provision for impairment of loans and receivables
6 months 6 months 12 months

to 30 June to 30 June to 31 Dec
2008 2007 2007

€m €m €m

As at 1 January 75                    57                   57                    
Provision acquired as a result of an acquisition 2                      -                      -                       
Impairment losses in income statement 20                    10                   35                    
Amounts recovered during the year in income statement (5)                     (2)                    (7)                     
Loans written off during the year as uncollectible (10)                   (4)                    (9)                     
Exchange differences -                       -                      (1)                     
As at the end of the period 82                    61                   75                    

9. Loans and receivables to customers
30 June 30 June 31 Dec

2008 2007 2007
€m €m €m

Residential mortgage loans 36,334             32,650            34,618             
Commercial mortgage loans 2,423               2,108              2,301               
Finance lease, instalment finance and term loans 2,486               2,224              2,272               

41,243             36,982            39,191             
Loans and receivables to joint venture -                       -                      90                    
Money market funds / repurchase agreements 148                  164                 159                  
Deferred fees, discounts and fair value adjustments 117                  112                 194                  

41,508             37,258            39,634             
Provision for impairment of loans and receivables (82)                   (61)                  (75)                   
Inter-group loans and receivables (421)                 (473)                (439)                 

41,005             36,724            39,120             
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Notes to the EV Basis Financial Statements
Six months to 30 June 2008

10. Funds under management
30 June 30 June 31 Dec

2008 2007 2007
€m €m €m

Funds managed on behalf of unit-linked policyholders 25,352             28,206            28,049             
Funds managed on behalf of non-linked policyholders 2,385               2,412              2,450               

27,737             30,618            30,499             
Off-balance sheet funds 3,789               5,346              4,851               

31,526             35,964            35,350             

11. Earnings per share

As permitted under Irish Legislation the group's life assurance subsidiary holds shares in Irish Life & Permanent 
plc for the benefit of policyholders. Under accounting standards these are now required to be deducted from the 
total number of shares in issue when calculating EPS. In view of the fact that Irish Life & Permanent plc does 
not hold the shares for its own benefit, EPS based on a weighted average number of shares in issue is disclosed.  
The calculation is set out below:

6 months 6 months 12 months
to 30 June to 30 June to 31 Dec

2008 2007 2007

Weighted average ordinary shares in issue and ranking for dividend 
excluding treasury shares and own shares held for the benefit of life 
assurance policyholders 267,462,358    267,495,053   267,439,898    

Weighted average ordinary shares held for the benefit of life assurance 
policyholders 8,447,788        7,786,235       7,966,600        

275,910,146    275,281,288   275,406,498    

Profit for the period attributable to equityholders €35m €289m €404m

12.7 cent 105 cent 146.7 cent

Operating profit (before minority interest) after tax for the period €264m €283m €536m

95.7 cent 102.8 cent 194.6 cent

Weighted average ordinary shares in issue and ranking for dividend 
including own shares held for the benefit of life assurance 
policyholders

Operating EPS including own shares held for the benefit of life 
assurance policyholders

EPS including own shares held for the benefit of life assurance 
policyholders
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Notes to the EV Basis Financial Statements
Six months to 30 June 2008

12. Reconciliation of shareholders' equity on EU IFRS basis to EV basis

Net worth VIF Total 
€m €m €m

Statutory shareholders' equity excluding minority interest as at 30 June 
2008 1,890               749                 2,639               

Change insurance shareholder value of in-force to post tax basis 97                    (97)                  -                       
Shareholder value of in-force on investment contracts - 780                 780                  
Changes in presentation of cost of FOGs 46                    (46)                  -                       
Deferred front end fees on investment contracts 124                  - 124                  
Deferred acquisition costs on investment contracts (261)                 - (261)                 
Restatement of investment liabilities to regulatory basis (28)                   - (28)                   
Goodwill reclassification on acquisition of minority interest (5)                     5                     -                       
Unwind own shares statutory adjustment (34)                   - (34)                   
Change in the basis of deferred tax provisioning 44                    (19)                  25                    
EV basis shareholders' equity excluding minority interest as at 30 
June 2008 1,873               1,372              3,245               

Net worth VIF Total 
€m €m €m

Statutory shareholders' equity excluding minority interest as at 30 June 
2007 1,781               696                 2,477               

Change insurance shareholder value of in-force to post tax basis 118                  (118)                -                       
Shareholder value of in-force on investment contracts - 912                 912                  
Changes in presentation of cost of FOGs 16                    (16)                  -                       
Deferred front end fees on investment contracts 140                  - 140                  
Deferred acquisition costs on investment contracts (226)                 - (226)                 
Restatement of investment liabilities to regulatory basis (36)                   - (36)                   
Unwind own shares statutory adjustment 63                    - 63                    
Change in the basis of deferred tax provisioning (1)                     22                   21                    
EV basis shareholders' equity excluding minority interest as at 30 June 
2007 1,855               1,496              3,351               

Net worth VIF Total 
€m €m €m

Statutory shareholders' equity excluding minority interest as at 31 
December 2007 1,913               717                 2,630               

Change insurance shareholder value of in-force to post tax basis 93                    (93)                  -                       
Shareholder value of in-force on investment contracts - 884                 884                  
Changes in presentation of cost of FOGs 45                    (45)                  -                       
Deferred front end fees on investment contracts 134                  - 134                  
Deferred acquisition costs on investment contracts (248)                 - (248)                 
Restatement of investment liabilities to regulatory basis (29)                   - (29)                   
Goodwill reclassification on acquisition of minority interest (5)                     5                     -                       
Unwind own shares statutory adjustment 5                      - 5                      
Change in the basis of deferred tax provisioning 17                    (8)                    9                      

EV basis shareholders' equity excluding minority interest as at 31 
December 2007 1,925               1,460              3,385               

All of the above adjustments relate to the application of IFRS 4 including the tax implications with the exception 
of the own share adjustment. The own share statutory adjustment reverses the mis-match which arises under 
EU IFRS where own shares held on behalf of policyholders are required to be marked-to-market in policyholder
liabilities but the matching assets are not permitted to be marked-to-market.

31 December 2007

30 June 2008

30 June 2007
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Notes to the EV Basis Financial Statements 
Six months to 30 June 2008 
 
13. EV assumptions    
    
 Principal economic assumptions   
     
 The assumed future pre-tax returns on fixed interest securities are set by reference to gross redemption yields 

available in the market at the end of the reporting period. The risk free rate of return used for the risk discount 
rate is based on the yield available for the effective duration of the future cash-flows underlying the PVIF. The 
corresponding return on equities and property is equal to the risk free rate assumption plus the appropriate risk 
premium. An asset mix based on the assets held at the valuation date within policyholder funds has been 
assumed within the projections. 

 
  30 June 30 June 31 December 
  2008 2007 2007 
     
 Equity risk premium 3.0% 3.0% 3.0% 
 Property risk premium 2.0% 2.0% 2.0% 
     
 Risk free rate 4.9% 4.6% 4.4% 
     
 Investment return    
 - Fixed interest 4.4% - 5.2% 4.0% - 5.7% 3.9% - 4.7% 
 - Equities 7.9% 7.6% 7.4% 
 - Property 6.9% 6.6% 6.4% 
     
 Risk margin 3.3% 3.4% 3.4% 
 Risk discount rate 8.2% 8.0% 7.8% 
     
 Expense inflation 4.9% 4.4% 4.5% 
     
     
 Other assumptions    
     
 The assumed future mortality and morbidity assumptions are based on published tables of rates, adjusted by 

analyses of recent operating experience. Persistency assumptions are set by reference to recent operating 
experience.  
 
The management expenses attributable to life assurance business have been analysed between expenses 
relating to the acquisition of new business and the maintenance of business in-force. No allowance has been 
made for future productivity improvements in the expense assumptions. 
 
Projected tax has been determined assuming current tax legislation and rates. Deferred tax on the release of 
the retained surplus in the Life Business is allowed for in the PVIF calculations. 
 
EEV results are computed on a before and after tax basis. 
 

 Treatment of financial options and guarantees (FOGs) 
      
 The main options and guarantees for which FOG costs have been determined are: 
      
 (a) Investment guarantees on certain unit-linked funds, where the unit returns to policyholders are 

smoothed subject to a minimum guaranteed return (in the majority of cases the minimum guaranteed 
change in unit price is 0%, usually representing a minimum return of the original premium).  An 
additional management charge is levied on policyholders investing in these funds, compared to similar 
unit-linked funds without this investment guarantee.  This extra charge is allowed for in calculating the 
time value of FOG cost; 

      
 (b) Guaranteed Annuity Rates on a small number of products; 
      
 (c) Return of Premium death guarantees on certain unit-linked single premium products; 
      
 (d) Guaranteed benefits for policies in the closed with-profit fund. 
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Notes to the EV Basis Financial Statements 
Six months to 30 June 2008 
 
13. EV assumptions (cont.)    
      
 The main asset classes relating to products with options and guarantees are European and International 

equities, property, and government bonds of various durations. 
 
The Deloitte’s TSM Streamline Market Consistent model is used to derive the cost of FOGs. The model is 
calibrated to the yield curve and to the market prices of equity options. Ten years of historical weekly data are 
used to derive the correlation between the returns of different asset classes. 
 
The model uses the difference between two inverse Gaussian distributions to model the returns on each asset 
class. This allows the model to produce fat-tailed distributions, and provides a good fit to historical asset return 
distributions. 
 
The statistics relating to the model used are set out in the following table: 

 
 30 June 2008 10-Year Return 20-Year Return 
  Mean1 StDev2 Mean StDev 
 European Assets (euro)     
      
 Bonds 4.7% 2.1% 5.0% 4.5% 
 Equities, Property 4.7% 23.7% 5.0% 25.2% 
      
 UK Assets (Sterling)     
      
 Bonds 5.3% 2.0% 5.0% 4.4% 
 Equities 5.3% 23.3% 5.0% 24.7% 
      
 30 June 2007 10-Year Return 20-Year Return 
  Mean1 StDev2 Mean StDev 
 European Assets (euro)     
      
 Bonds 4.7% 1.8% 4.8% 4.0% 
 Equities, Property 4.7% 20.5% 4.8% 20.6% 
      
 UK Assets (Sterling)     
      
 Bonds 5.5% 2.3% 5.0% 5.0% 
 Equities 5.5% 18.3% 5.0% 19.3% 
     
 31 December 2007   
  10-Year Return 20-Year Return 
  Mean1 StDev2 Mean StDev 
 European Assets (euro)     
      
 Bonds 4.4% 1.9% 4.7% 4.1% 
 Equities, Property 4.4% 26.3% 4.7% 26.4% 
      
 UK Assets (Sterling)     
      
 Bonds 4.6% 2.1% 4.5% 4.6% 
 Equities 4.6% 24.5% 4.5% 24.9% 
     
 1. The Market Consistent nature of the model means that all asset classes earn the risk free rate. No value 

is added by investing in riskier assets with a higher expected rate of return. The Means quoted above 
reflect this. 

   
 2. Standard Deviations are calculated by accumulating a unit investment for n years in each simulation, 

taking the natural logarithm of the result, calculating the variance of this statistic, dividing by n and taking 
the square root. The results are comparable to implied volatilities quoted in investment markets. 

 
14. Approval of Embedded Value Basis Financial Statements 
 

The embedded value basis financial statements (which are unaudited) were approved by the Board of 
Directors on 26 August 2008. 
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Independent Review Report to Irish Life & Permanent plc 
 
Introduction 
 
We have been engaged by the company to review the Embedded Value (“EV”) basis supplementary interim 
financial information for the six months ended 30 June 2008 set out on pages 52 to 69. The EV basis 
supplementary interim financial information has been prepared in accordance with the European Embedded 
Value (“EEV”) Principles issued in May 2004 by the CFO Forum using the methodology and assumptions set out 
on pages 52 to 55. The EV basis supplementary interim financial information should be read in conjunction with 
the Company’s interim IFRS financial information which is set out on pages 20 to 40. 
 
We have read the other information contained in the Interim Report and considered whether it contains any 
apparent misstatements or material inconsistencies with the EV basis supplementary interim financial 
information.  
 
This report is made solely to the company in accordance with the terms of our engagement and in accordance 
with guidance contained in ISRE 2410 (UK and Ireland) “Review of Interim Financial Information Performed by 
the Independent Auditor of the Entity” issued by the Auditing Practices Board.  Our review has been undertaken 
so that we might state to the company those matters we are required to state to it in this report and for no other 
purpose.  To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than 
the company for our review work, for this report, or for the conclusions we have reached. 
 
Directors’ responsibilities 
 
The half yearly financial report, including the EV supplementary basis interim financial information contained 
therein, is the responsibility of, and has been approved by, the directors. The directors have accepted 
responsibility for preparing the EV basis supplementary interim financial information in accordance with the EEV 
Principles and for determining the assumptions used in the application of those principles.  
 

Our responsibility 

Our responsibility is to express to the company a conclusion on the EV basis supplementary interim financial 
information in the half-yearly interim report based on our review. 
 
Scope of review 
 
We conducted our review in accordance with International Standard on Review Engagements (UK and Ireland) 
2410 Review of Interim Financial Information Performed by the Independent Auditor of the Entity issued by the 
Auditing Practices Board.  A review of EV basis supplementary interim financial information consists of making 
enquiries, primarily of persons responsible for financial and accounting matters, and applying analytical and other 
review procedures.  A review is substantially less in scope than an audit conducted in accordance with 
International Standards on Auditing (UK and Ireland) and consequently does not enable us to obtain assurance 
that we would become aware of all significant matters that might be identified in an audit.  Accordingly, we do not 
express an audit opinion on the EV basis supplementary interim financial information. 
 
Conclusion 
 
Based on our review, nothing has come to our attention that causes us to believe that the EV basis 
supplementary interim financial information as presented for the six months ended 30 June 2008 is not prepared, 
in all material respects, in accordance with EEV Principles issued in May 2004 by the CFO Forum using the 
methodology and assumptions set out on pages 52 to 55.  
 
KPMG 
Chartered Accountants 
1 Harbourmaster Place 
IFSC 
Dublin 1         27 August 2008 
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