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FINANCIAL PERFORMANCE HIGHLIGHTS 
 

Year ended 31 December 2009 
 
 
 

 2009 2008   
Statutory Basis (EU IFRS)    
 (Loss) / Profit after tax (attributable to equityholders) (€313m) €49m  
    
 EPS (Earnings per share) on continuing activities (117 cent) 18 cent  
    
    
EV Basis    
 Loss after tax (attributable to equityholders) (€279m) (€433m)  
    
 Total EPS 1 (101 cent) (157 cent)  
    
 Operating profit before impairment of goodwill & tax (€196m) €341m  
    
 Operating EPS before impairment of goodwill & tax1 (66 cent) 111 cent  
    
    
Banking Business     
New loans issued €1.2bln €7.1bln  
    
Lending book €38.6bln €40.1bln  
    
Residential mortgage loan book (Ireland) €27.3bln €27.9bln  
    
Customer accounts €14.6bln €14.1bln  
    
    
Life & Investment New Business    
Life new business    
        - APE (Annual premium equivalent) €348m €511m  

        - PVNBP (Present value of futures new business premiums) €2,398m €3,152m  
    
Life and investment new business    
        - APE €539m €714m  
        - PVNBP €4,306m €5,180m  
    
    
Dividends    
Final Dividend per share Nil Nil  
     
Total Dividend per share Nil 22.5 cent  
    
    
Capital Ratios    
Total Tier 1 Capital Ratio Basel II    
(includes interim capital requirement of 23%) 9.2% 9.2% 

 
 

Life Solvency Cover (times) 1.6 1.6  

                                                
1 Including own shares held for the benefit of life assurance policyholders. 
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GROUP CHIEF EXECUTIVE’S REVIEW 
 
Background 
2009 was a very difficult year for our customers and our businesses.  The defining development during the year was a 
steep and quick economic correction with GDP falling by close to 8% and unemployment increasing to 12.5% and while 
the pace of the decline slowed noticeably during the year, it still had a profound affect on our key businesses.  In that 
context, our priority during the year was to support our key businesses as they adapted to this new environment and to 
drive the changes necessary to allow the group recover in the months and years ahead.  In this regard, I believe we 
have been successful. 
 
Group profitability – IFRS basis 
The financial performance of the group is dominated by the cost of provisions made for impaired loans in the lending 
book of permanent tsb.  The group made an operating profit of €68m before provisions for impairment (2008: €245m 
profit).  After provisions for impairment, the group recorded an operating loss of €308m in 2009 (2008: €41m profit).  
While provisions dominate this result, other factors include lower net interest income due to higher funding costs, lower 
investment contract fee income due to market movements and negative shareholder property returns. 
 
Total group earnings for 2009 fell sharply on a statutory (IFRS) basis with a statutory loss after tax attributable to 
equityholders of €313m (2008: €49m profit).  At the end of the year shareholder funds were €2.0bln (2008: €2.3bln). 
  
Group profitability – embedded value basis 
The pre-tax operating loss for the year on an embedded value (“EV”) basis was €196m (2008: €341m profit before the 
impairment of goodwill). The principal factors in the reduction in EV operating profit were the lower new business 
contribution and the negative persistency experience in the life business along with the increase in impairment 
provisions in the banking business and the reduction in net interest income.  
 
On an EV basis the loss after tax attributable to equityholders of €279m improved significantly on the 2008 loss of 
€433m principally resulting from negative short-term investment fluctuations, which albeit negative, were significantly 
better than those experienced in 2008. 
 
Progress in 2009 
The overriding focus of the group in 2009 was to drive the changes necessary in the core businesses to allow them 
compete in this new environment.   We made progress in reducing costs in the key businesses and we will continue to 
drive this agenda in 2010. 
 
In the life company we took action to address a growing persistency issue in the Retail Life division.  This had first 
emerged as the broader economy weakened in late 2008 and continued through the first half of 2009.  As a result of 
our actions we saw the persistency experience improve in the latter half of the year. 
 
In the bank, we redirected the sales focus to the retail deposit market which resulted in retail deposit balances growing 
by 23% on 2008.  We also moved decisively to increase interest rates on our standard variable rate residential 
mortgages and some other products in light of the continuing high cost of funds.   
 
For 2010, I am looking forward to a significant improvement in the profitability of the life business but I expect 2010 to 
be another difficult year for the bank.  The strategies commenced and completed in 2009 position the group positively 
to take advantage of the opportunities resulting from the more positive economic outlook for 2010.   
 
Banking businesses 
The principal challenges for the banking business in 2009 were funding, credit quality, cost management, and margins.    
 
In 2009 the bank successfully re-focused its sales efforts to growing the retail deposit book.  We regard this book, 
coupled with long-term debt, as a stable source of funding for the group.  These funds accounted for 48% of the total 
funding mix in 2009 and are expected to increase to 60% in 2010.  The increase will be supported by the significant 
momentum achieved in retail deposit growth in 2009 and the $1.75bln long term debt issued in January 2010.  The 
extension of the government guarantee scheme in December 2009 was welcomed by the group and will facilitate the 
bank’s long term debt agenda over the coming months. 
 
We have clearly stated our intention to address our high loan to deposit ratio and have made progress on this during 
the year.  At year end that ratio stood at 246% (2008: 271%).  Our target for 2010 is to reduce it further to 230% 
through a combination of deposit book growth and reduced loan balances resulting from the expected lower level of 
new business volumes in 2010. 
 
Credit quality and impairments are critical issues for the bank businesses.  Arrears in Ireland accelerated in the first half 
of the year with the significant increase in unemployment, but the rate of increase moderated in the second half of 2009 
in line with unemployment levels.  In our UK business, arrears have fallen since peaking in March.  We expect arrears 
in our Irish loan book to peak in 2010 and the large increase in impairment provisions in 2009 reflects those trends.  
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GROUP CHIEF EXECUTIVE’S REVIEW (CONTINUED) 

 
 
We continue to tightly control costs in the bank which are now 13% lower than the peak.  The underlying costs in 2009 
were down 10% year on year with headcount down 8%.  We have already progressed a number of measures which will 
see further progress on this agenda including the closure of 11 branches and a reduction in the coming weeks of staff 
numbers by 140 full time equivalents. 
 
With net interest margins falling in 2009 to 0.83% (2008: 1.05%) permanent tsb re-priced the Irish residential variable 
rate mortgages in September 2009 and again in February 2010.  Deposit spreads, which increased in 2009 due to 
competitive market pressures, are expected to reduce gradually in the market generally in 2010. 
 
Life assurance and fund management businesses 
Irish Life Assurance continues to be the market leader in the life, pensions and investment market in Ireland. 
Nevertheless sales declined here in line with the broader market and in light of the weaker economy.  
 
Over the year as a whole, APE sales were down 32% year on year at €348m. Retail Life sales performed strongly in 
the second half of 2009 with the Independent Financial Adviser channel being the most resilient while Corporate Life 
sales were impacted by rising unemployment and salary reductions. 
 
Sales activity in 2010 will be supported by the repositioning of our product range to reflect the more risk adverse needs 
of our customers.  In Corporate Life, the launch of a new lifestyle investment strategy for defined contribution pension 
schemes will allow the group to actively participate as the market moves from defined benefit to defined contribution 
pension schemes. 
 
2010 sales volumes are expected to be flat year on year resulting from the recovery in Retail Life sales being offset by 
the continuing decline in Corporate Life sales as unemployment and low salary growth continues. 
 
The retention agenda progressed successfully in 2009 with a marked improvement in our retention rates in the second 
half of the year, particularly in Retail Life.  Resulting from redundancies in the economy and scheme closures, the 
growth in Corporate Life’s in-force book has slowed.  As policies in Corporate Life are not being encashed, the 
persistency effect on our earnings is less in Corporate Life than in Retail Life. 
 
The life businesses had positive mortality and morbidity experience in 2009 resulting in a €23m gain in risk experience 
variances in our EV earnings.   
 
Our fund management business, Irish Life Investment Managers, had a very strong year with inflows of €1.9bln in 2009 
and increased its market share to 31.2%.    We are now the dominant fund management company in Ireland. 
 
Following a significant cost reduction agenda, 2009 saw life assurance underlying costs fall by 10% year on year.  This 
includes a 7% reduction in headcount.  This business has now been right-sized for the business flows expected in 
2010. 
 
Capital 
The bank’s capital ratio on a Basel II basis was 9.2% at 31 December 2009 (2008: 9.2%). This compares to a minimum 
requirement of 8%. The minimum statutory solvency capital requirement of Irish Life Assurance was covered 1.6 times 
at the year end (2008: 1.6 times). 
 
Corporate activity 
On 18 January 2010, the group completed a major corporate restructuring whereby Irish Life and Permanent Group 
Holdings plc (“ILPGH”) became the new holding company for Irish Life and Permanent plc (“ILP”).  ILP de-listed and 
ILPGH became the new listed company on both the Irish and London stock exchanges on this date.  All shareholdings 
in ILP were transferred by way of a scheme of arrangement to an equal shareholding in ILPGH.   
 
This was an important exercise in readying the group to participate in the consolidation of the financial services 
marketplace in Ireland, on which we expect to see progress this year.   
 
Outlook 
In summary 2009 was a difficult year.  However, we made important progress in addressing key challenges and 
together with an expected improvement in broader economic conditions in Ireland, we are better positioned for this year 
than we were for last.  In 2010, I expect the banking businesses’ results to be broadly similar to 2009 but I anticipate a 
significant improvement in the life businesses’ profitability.  The foundations built in 2009 should allow the group to face 
the challenges ahead with confidence. 
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GROUP PERFORMANCE REVIEW 
 
The environment in which the group operates remained challenging in 2009 for our customers and our business, with 
continuing low levels of economic activity and weak consumer confidence.  While the worldwide economic upheaval 
and associated financial crises continued into 2009, the latter half of 2009 saw some signs of improvement both 
nationally and internationally.  Unemployment growth and asset value deflation have impacted the Irish economy 
significantly and weakened purchasing power along with investor and consumer confidence. These factors lowered 
new business volumes and margins across all our businesses and resulted in higher impairment provisions on the 
group’s loan portfolios.   
 
The group’s priority for 2009 was to support the businesses in responding to the changed environment and driving the 
change needed to allow them to compete successfully.  Several initiatives were commenced and completed during 
2009 which leaves the group in a better position heading into 2010 than 12 months previously. 
 
The group completed a cost restructuring programme that aligns staffing levels in the life assurance company to current 
activity projections and the Irish banking business has initiated plans to deliver on the same agenda in 2010.  The 
group made progress in addressing the life assurance persistency variance seen in the Retail Life portfolio in the first 
half of the year.  A funding strategy which focuses on maximising stable sources of funding (retail deposits and long-
term funding) continues to be developed in the bank.  In response to the increase in the cost of funds, the group 
increased the cost of variable rate mortgages in September 2009 and again in February 2010 to address the falling net 
interest margin. 
 
Summarised Group Income Statement 
 
The group’s income statement on an IFRS basis for the years ended 31 December 2009 and 2008 is summarised on a 
segmental level below: 
   2009  2008 
   €m  €m 
Operating (loss) / profit before impairment provisions:      
  - Banking Ireland   77  37 
  - Banking UK   29  27 
  - Life assurance   (15)  170 
  - Fund management   13  17 
  - Brokerage & 3rd party administration   4  21 
  - Other1

   (40)  (27) 
Operating profit before impairment provisions   68  245 
      
Impairment provisions:      
 - Banking Ireland   (343)  (189) 
 - Banking UK   (33)  (15) 
Operating (loss) / profit   (308)  41 
      
Share of associate - General Insurance   (2)  23 
Share of joint venture - Banking Ireland   -  (1) 
Taxation   (3)  (10) 
(Loss) / profit for the year   (313)  53 
     
 

Group Performance Indicators 
 2009 2008
Total tier 1 capital ratio on Basel II basis (%) 9.2 9.2
Life solvency cover (times) 1.6 1.6
Operating profit before impairment provisions on an IFRS bases (€m) 68 245
Operating (loss) / profit on continuing operations on an IFRS bases (€m) (308) 41
Adjusted operating return on capital employed on an EV basis (%)2 (7.1) 9.5
Operating (loss) / profit on an EV basis before impairment of goodwill and tax (€m) (196) 341
Shareholder funds per share EV basis (€) 9.0 10.0

 
The group made an operating profit of €68m before provisions for impairment in 2009 (2008: €245m).  The group made 
an operating loss of €308m in 2009 (2008: €41m profit) after the provisions for impairment. 

                                                
1 ‘Other’ includes reconciliations, eliminations and consolidation adjustments as detailed in Note 1 to the Financial Statements 
2 The adjusted operating return on capital employed on an EV basis is calculated by dividing the operating profit after tax, excluding 
share of associate / joint venture (see Note 4 to the EV basis financial statements) by the average shareholder equity for 2008 and 
2009 before non controlling interest and own share adjustment, excluding associate / joint venture and consolidation adjustment (see 
Note 5 to the EV basis financial statements). 
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GROUP PERFORMANCE REVIEW (CONTINUED) 
Summarised Group Income Statement (continued) 

 
The result for the year is driven by losses in both the banking and life businesses.  The banking businesses’ loss 
reflects a higher impairment provision charge and lower net interest income arising principally from higher funding 
costs.  The group’s life businesses’ loss results from negative shareholder property returns, lower fund management 
and investment contract fee income and the reduction of the value of in-force insurance business principally arising 
from the change in the risk discount rate. 
 
Following various restructuring programmes in the group, costs fell year on year by 10% excluding restructuring / non 
operational costs of €45m.  Including restructuring / non operational costs in 2009, costs fell 4% year on year to €568m.  
 
The 2009 result includes a charge of €18m (2008: €86m gain) in respect of the uplift in the value of Irish Life and 
Permanent shares held for the benefit of policyholders and also includes a gain of €7m (2008: €12m) in respect of the 
fall in value of owner occupied buildings held for the benefit of policyholders.  These movements impact policyholder 
liabilities but under IFRS the corresponding movement in the asset is not recognised in the income statement. 
 
The following table restates the group’s IFRS income statement in a format that is comparable to the embedded value 
income statement shown in the Supplementary Information for the years ended 31 December 2009 and 2008: 
 
 IFRS  EV 
 2009 2008  2009 2008 
 €m €m  €m €m 
Insurance and investment business 93 288  102 284 
Banking (270) 30  (270) 30 
Other* (26) 5  (26) 5 
 (203) 323  (194) 319 
Share of associate / joint venture    (2) 22 
  (196) 341 
      
Impairment of goodwill - (170)  - (170) 
EV operating (loss) / profit  (196) 171 
      
Short-term investment fluctuations (73) (190)  (68) (640) 
Effect of economic assumption changes (22) 89  (38) 105 
Other IFRS consolidation adjustments (10) (11)  (17) - 
Operating (loss) / profit before tax  (308) 41  (319) (364) 
      
Share of associate / joint venture (2) 22    
      
(Loss) / profit before tax (310) 63  (319) (364) 
      
Taxation (3) (10)  40 (65) 
      
(Loss) / profit after tax (313) 53  (279) (429) 
      
Attributable to:      
 - Owners of the parent (313) 49  (279) (433) 
 - Non controlling interest - 4  - 4 
  (313) 53  (279) (429) 
 
*Other includes unallocated corporate costs and the income from brokerage and third party administration subsidiaries. 
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GROUP PERFORMANCE REVIEW (CONTINUED) 

Summarised Group Income Statement (continued) 
 
Operating results on continuing operations 
 
Banking Businesses’ operating profit 
The banking operating loss for 2009 of €270m, compared to a profit of €30m (before impairment of goodwill) in 2008, 
was principally due to an increase in impairment provisions reflecting the deteriorating macroeconomic conditions in 
Ireland and to lower net interest income due to higher funding costs.  The Republic of Ireland business accounted for 
€266m of this loss with the UK banking business accounting for €4m of the loss. 
 
The net interest margin3 fell to 83 basis points (bps) (2008: 105bps) as a result of the higher funding costs in both the 
wholesale and retail markets.  This resulted in net interest income falling from €473m in 2008 to €375m in 2009.  An 
asset re-pricing strategy has seen a 50bps increase applied to Irish standard variable rate mortgages in September 
2009 and a further 50bps increase was applied in February 2010.   
 
Net interest income includes the movement in deferred acquisition costs of 2bps credit due to the lower redemption rate 
in the mortgage portfolio in 2009 (2008: 7bps charge).  This helped off-set the negative impact of mismatches which 
arose between the fees charged on fixed rate mortgage switches and the cost of closing fixed rate positions in the early 
part of 2009 (annualised impact on net interest margin was 7bps).  A provision was made during 2009 in relation to 
outstanding settlements on closed derivative contracts (annualised impact on net interest margin was 3bps). 
 
The cost of the Government guarantee for the 4 months ending December 2008 was €8m and this increased to €29m 
for the 12 months ending December 2009.   
 
The provision for impairment on loans and receivables was €376m (2008: €82m).  This charge consists of a specific 
provision charge of €213m (2008: €16m) and a collective / incurred but not reported provision (“IBNR”) charge of 
€163m (2008: €66m).  This brings the provision coverage4, net of write-offs, to 1.2% at the end of 2009 (2008: 0.3%).  
2008 included a provision for impairment on debt securities of €122m. 
 
During 2009, resulting from the continued focus on cost management, the aggregate banking businesses were 
successful in reducing its costs by 7%. Excluding restructuring / non operational costs, the cost base fell 10% year on 
year.  The bank has announced a further efficiency programme to be concluded in 2010 with the amalgamation of 11 
branches and further reductions in staffing levels.  These actions will lead to further cost reductions in 2010. 
 
Life Assurance and Fund Management operating profit 
The group’s life assurance and fund management divisions made an operating profit (before short term investment 
fluctuations (“STIFs”) and economic assumption changes) of €93m for 2009 (2008: €288m).  This fall in profits reflects 
investment contracts and fund management fees falling by €45m year on year due to lower fund balances in 2009 
resulting from a fall in markets in 2008. The change in shareholder value of in-force (net of short term investment 
fluctuations and economic variances) fell by €101m year on year mainly due to lower insurance sales and poor 
persistency.  Also included in the operating profit was the fall in the shareholder expected return of €18m and the 
increase of €18m in exceptional expenses principally due to the Life restructuring costs. 
  
Resulting from the economic downturn, 2009 saw an increase in surrenders and withdrawals as investment markets 
continued to fall and economic conditions worsened. The adverse persistency resulted in a combined negative 
experience variance and assumption changes of €26m in the 2009 IFRS earnings (2008: €7m positive). With the 
assistance of a new persistency infrastructure, the Retail Life business has seen persistency improve in the latter half of 
2009 while it is expected that Corporate Life will see persistency experience moderate in 2010. 
 
A restructuring programme in the life assurance and fund management businesses has been successfully completed 
resulting in a 10% fall in operational costs excluding restructuring / non operational costs. 
 
Life assurance new business written (excluding investment sales for Irish Life Investment Managers, “ILIM”), was 
€348m (2008: €511m) on an APE basis. The decrease was due to the 36% and 30% reduction in Retail Life and 
Corporate Life sales respectively. In the 2009 statutory profits, new business contribution was €2m negative, compared 
to a nil contribution in 2008.  ILIM full year sales of €191m (2008: €203m) were 6% behind the same period last year. 

                                                
3 Net interest margin is the ratio of net interest income and the average interest earning assets for the year. 
4 Provision coverage is the ratio of the year end loans and receivables to customers balance (before impairment provision and 
deferred fees, discounts and fair value adjustments) and the impairment provision balance. 
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GROUP PERFORMANCE REVIEW (CONTINUED) 
Summarised Group Income Statement (continued) 

 
Life assurance and fund management STIFs and economic assumption changes 
In 2009, STIFs were €73m negative compared to €190m negative in 2008. This result includes a loss of €18m (2008: a 
gain of €86m) in respect of the movement in the year on the value of “own shares”. These are shares in the company 
held in policyholder funds entirely for the benefit of policyholders. Under IFRS the increase in policyholder liabilities as a 
result of the rise in value of the shares is recognised as a loss but the corresponding rise in value of the asset is not 
included.   The STIFs also include the negative impact resulting from the direct shareholders exposure to property 
investment (excluding losses on owner occupied properties) of €64m (2008: €55m).   
 
Economic assumption changes were €22m negative in 2009 compared to €89m positive in 2008 principally due to the 
increase in the risk discount rate from 7.0% to 7.5% as a result of the increase in Irish medium term gilt yields. 
 
General Insurance operating profit 
The loss in Allianz, (a general insurance business in which the group has a 30% interest) was €2m (2008: €23m profit).  
A negative underwriting result in 2009 includes negative claims experience in the last quarter resulting from adverse 
weather conditions at the end of the year.  The 2009 performance also includes restructuring costs.  Allianz made a 
dividend payment to the group of €15m in 2009 (2008: €30m). 
 
Brokerage and Third Party Administration operating profit 
In 2009, the operating profit on this business segment of €4m (2008: €21m) was impacted by the impairment charge on 
property and intangibles of €4m (2009: nil) and the lower level of life assurance sales resulting from pay cuts in the 
public service. 
 
Operating results on an Embedded Value basis 
 
The falls in property markets, increase in unemployment and the continuing dislocation in credit markets significantly 
impacted the year-end valuation of the group’s banking and life businesses resulting in the loss after tax, on an 
embedded value (“EV”) basis, of €279m (2008: €429m loss after tax) attributable to equityholders.  At operating level, 
the group’s pre-tax loss was €196m for 2009, compared to a profit in 2008 of €341m (before the impairment of goodwill 
of €170m).  
 
Short-term investment fluctuations  
The continued impact of weak property markets on the embedded value of the group’s life business has resulted in 
negative short-term investment fluctuations of €68m in 2009. Albeit a negative variance, there was a significant 
improvement on 2008’s negative fluctuation of €640m. The charge principally resulted from the fall in the value of 
shareholder property holdings of €97m (2008: €128m negative) and negative movement in the cost of financial options 
and guarantees of €15m (2008: €62m negative) being offset partially by the positive market effect on unit-linked 
management fees of €50m (2008: €383m negative). 
 
Economic assumptions 
The effect of revised economic assumptions was a negative €38m in 2009 (2008: €105m positive). This movement 
includes the effect of the increase in the risk discount rate from 7.0% to 7.5% as a result of the increase in Irish medium 
term gilt yields.  
 
Return on capital employed 
Total embedded value for the group for 2009 fell 10% to €2.5bln (2008: €2.8bln). The adjusted operating return on 
capital employed on an EV basis for the group (excluding associate / joint venture, non controlling interest and own 
share adjustment) was 7.1% negative (2008: 9.5% positive). 
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Notes to the Preliminary Announcement
year ended 31 December 2009

1. Segmental information

Segmental information is presented in respect of the group’s business segments. 

The presentation of segmental information has been revised in line with the update to IFRS 8 'Operating Segments' which is
applicable for periods beginning on or after 1 January 2009. The December 2008 segmental information has been
reclassified accordingly to incorporate the new segments identified under the new requirements of the standard.

Historically, segmental information was presented in respect of the following main business segments.

Banking

Insurance and investment

General insurance

Other

These segments and their respective operations are as follows:

Banking - Ireland

Banking - UK

Life assurance

Fund management

General insurance

Brokerage and third party 
administration 

Retail banking services including current accounts, residential mortgages and other loans.

Includes individual and group life assurance and investment contracts, pensions and annuity business 
written in Irish Life Assurance plc and Irish Life International Limited and the investment management 
business written in Irish Life Investment Managers Limited.

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

This includes a number of small business units including third party life assurance administration, 
insurance brokerage and unallocated corporate costs.

The revised segmental information is determined based on internal reporting provided to the Strategy Group, the chief operating decision 
maker ("CODM") of the group. All the members of the Strategy Group are members of key management personnel as described in Note 
54: Related Parties. The members include the Group Chief Executive of Irish Life & Permanent plc, the Group Finance Director, the Chief 
Executive of permanent tsb, the Chief Executive of Irish Life Investment Managers, the Chief Executive of Irish Life Retail, the Chief 
Executive of Irish Life Corporate Business, the Group Head of Risk and Compliance, the Group Head of Human Resources and 
Organisation Development, Group Chief Information Officer and Chief Actuary. The Strategy Group is responsible for implementing the 
strategic management of the group as guided by the board. The Strategy Group reviews key performance indicators and internal 
management reports on a monthly and on a quarterly basis.

The accounting policies of the segments are the same as for the group as a whole. Transactions between the reportable segments are on 
normal commercial terms and conditions. Revenue from external parties is measured in a manner consistent with that in the income 
statement. The primary performance measure utilised by the Strategy Group for the Banking Ireland and UK reportable segments is net 
interest receivable.  

The group is not reliant on revenue from transactions with a single external customer in the current or prior year reporting period.

Investment management services business provided to corporate, pension and charity clients and 
internally to Irish Life Assurance plc written in Irish Life Investment Managers Limited.

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

This includes a number of small business units including third party life assurance administration and 
insurance brokerage.

The group is organised into six reportable segments. Management identifies its reportable operating segments by service line consistent 
with the reports used by the Strategy Group. The reporting segments represent the revenues generated from the group’s products and 
services. The group’s products and services have been aligned with the relevant reporting segments.

Retail banking services including current accounts, residential mortgages and other loans to the Irish 
market. 

Retail banking services including residential mortgages and lending services to the UK market. 

Includes individual and group life assurance and investment contracts, pensions and annuity business 
written in Irish Life Assurance plc and Irish Life International Limited.
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Notes to the Preliminary Announcement
year ended 31 December 2009

1. Segmental information (continued)

The segmental results which relate to continuing activities are as follows:

2009

Reconciliations/
Brokerage eliminations /

Banking Banking Life Fund General & 3rd party consolidation 
Ireland UK assurance management insurance administration1 adjustments2 Total

€m €m €m €m €m €m €m €m
Net interest receivable
- external 132        249        (18)             -                     -                -                       -                        363        
- inter segment 204        (210)      (18)             -                     -                -                       24                     -             
Other non-interest expenses
- external 11          1            (119)           -                     -                23                    -                        (84)         
- inter segment -            -            (17)             -                     -                17                    -                        -             
Premiums on insurance 
contracts, net of reinsurance              -              -              593                      -                 -                         -                         - 593        

Investment return
- external 8            -            2,585         -                     -                -                       -                        2,593     
- inter segment -            -            31              -                     -                -                       (39)                    (8)           

Fees from investment contracts 
and fund management       
- external              -              -              203                      6                 -                      16                         - 225        
- inter segment              -              -                  -                    32                 -                         -                     (32) -             
Change in shareholder value of 
in-force business              -              -              (57)                      -                 -                         -                         - (57)         
Total operating income / 
(expense) 355        40          3,183         38                  -                56                    (47)                    3,625     

Claims on insurance contracts, 
net of reinsurance              -              -            (329)                      -                 -                         - -                        (329)       
Change in insurance / 
investment contract liabilities              -              -         (2,614)                      -                 -                         - -                        (2,614)    
Investment expenses              -              -              (67)                      -                 -                         - 32                     (35)         
Administrative expenses        (255)          (10)            (160)                  (24)                 -                    (44) (25)                    (518)       
Depreciation and amortisation          (21)            (1)              (23)                    (1)                 -                      (4)                         - (50)         
Impairment            (2)              -                (5)                      -                 -                      (4)                         - (11)         
Total operating (expenses) / 
income (278)      (11)        (3,198)        (25)                 -                (52)                   7                       (3,557)    

 
Operating profit / (loss) 
before provisions 77          29          (15)             13                  -                4                      (40)                    68          

Loans and receivables (343)     (33)        -                -                   -              -                      -                        (376)     
Total provisions for 
impairment (343)      (33)        -                 -                     -                -                       -                        (376)       

Operating (loss) / profit (266)     (4)          (15)            13                -              4                     (40)                    (308)     

Share of (losses) of associated 
undertaking / joint venture              -              -                  -                      -               (2)                         -                         - (2)           
Taxation           23             1              (27)                    (2)                 -                      (1)                        3 (3)           
(Loss) / profit for the year (243)     (3)          (42)            11                (2)            3                     (37)                    (313)     
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Notes to the Preliminary Announcement
year ended 31 December 2009

1. Segmental information (continued)

2008 Reconciliations/
Brokerage eliminations /

Banking Banking Life Fund General & 3rd party consolidation 
Ireland UK assurance management insurance administration1 adjustments2 Total

€m €m €m €m €m €m €m €m

Net interest receivable
- external 55          457        (27)             -                     -                1                      -                        486        
- inter segment 373        (412)      (24)             -                     -                1                      62                     -             
Other non-interest expenses
- external 40          -            (113)           -                     -                24                    -                        (49)         
- inter segment (1)          -            (24)             -                     -                25                    -                        -             
Premiums on insurance 
contracts, net of reinsurance -            -            441            -                     -                -                       -                        441        
Investment return
- external 29          -            (7,761)        -                     -                -                       -                        (7,732)    
- inter segment -            -            68              -                     -                -                       (77)                    (9)           

Fees from investment contracts 
and fund management

- external -            -            240            10                  -                22                    -                        272        
- inter segment -            -            -                 36                  -                -                       (36)                    -             
Change in shareholder value of 
in-force business -            -            70              -                     -                -                       -                        70          
Total operating income / 
(expense) 496        45          (7,130)        46                  -                73                    (51)                    (6,521)    

Claims on insurance contracts, 
net of reinsurance              -              -            (314)                      -                 -                         -                         - (314)       
Change in insurance / 
investment contract liabilities              -              -           7,890                      -                 -                         -                         - 7,890     
Investment expenses              -              -              (86)                      -                 -                         -                      36 (50)         
Administrative expenses        (268)          (17)            (166)                  (28)                 -                    (49)                     (12) (540)       

Depreciation and amortisation          (21)            (1)              (24)                    (1)                 -                      (3)                         - (50)         
 (289)      (18)        7,300         (29)                 -                (52)                   24                     6,936     
Impairment of goodwill (170)      -            -                 -                     -                -                       -                        (170)       
Total operating expenses (459)      (18)        7,300         (29)                 -                (52)                   24                     6,766     

 
Operating profit / (loss) before 
provisions 37          27          170            17                  -                21                    (27)                    245        

Loans and receivables (67)        (15)        -                 -                     -                -                       -                        (82)         
Debt securities (122)      -            -                 -                     -                -                       -                        (122)       

Total provisions for impairment (189)      (15)        -                 -                     -                -                       -                        (204)       

Operating (loss) / profit (152)      12          170            17                  -                21                    (27)                    41          

Share of (losses)/profits of 
associated undertaking            (1)              -                  -                      -              23                         -                         - 22          
Taxation             7            (3)              (10)                    (3)                 -                      (3)                        2 (10)         
Profit for the year (146)      9            160            14                  23             18                    (25)                    53          
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Notes to the Preliminary Announcement
year ended 31 December 2009

1. Segmental information (continued)

2009

Reconciliations/
Brokerage eliminations /

 Banking Banking Life Fund General & 3rd party consolidation 
Ireland UK assurance management insurance administration1 adjustments2 Total

€m €m €m €m €m €m €m €m

Assets   
Interest in associate                - -                 -                     122           -                       -                        122        
Other assets 48,522   13,035   31,564       17                  -                174                  (13,413)             79,899   
Total assets 48,522   13,035   31,564       17                  122           174                  (13,413)             80,021   

Liabilities
Other liabilities 47,927   12,987   30,428       9                    -                56                    (13,392)             78,015   
Total liabilities 47,927   12,987   30,428       9                    -                56                    (13,392)             78,015   

Equity attributable to owners 595        48          1,136         8                    122           118                  (21)                    2,006     

Capital expenditure 9            -            10              -                     -                4                      -                        23          

2008
Reconciliations/

Brokerage eliminations /
Banking Banking Life Fund General & 3rd party consolidation 

Ireland UK assurance management insurance administration1 adjustments2 Total
€m €m €m €m €m €m €m €m

Assets
Interest in associate              -              - -                 -                     139           -                       -                        139        
Other assets 45,136   13,863   28,638       16                  -                185                  (13,628)             74,210   
Total assets 45,136   13,863   28,638       16                  139           185                  (13,628)             74,349   

Liabilities 44,316   13,818   27,430       6                    -                48                    (13,617)             72,001   

Total equity 820        45          1,208         10                  139           137                  (11)                    2,348     

Equity attributable to non 
controlling interest -            -            -                 -                     -                (1)                     -                        (1)           

Equity attributable to owners 820        45          1,208         10                  139           136                  (11)                    2,347     

Capital expenditure 20          -            23              2                    -                3                      -                        48          

    together with inter segmental commission payments and receipts.  

The bank carries the liabilities at amortised cost; however, the corresponding assets in the life company are carried at

 - Reconciliations / eliminations / consolidation adjustments include inter segmental interest receivable and payable on deposits and loans

 - Included in Reconciliations/eliminations/consolidations are €12bln (2008: €13bln) of the eliminations in respect of the 
statement of financial position relate to the elimination of floating rate notes issued by special purpose vehicles 

(2008: €1bln) relates to the elimination of inter-group balances between the bank and other group entities.

 -   In 2009, the negative return of €37m (2008: negative €25m) includes the following: 
(a)  €8m negative investment return (2008: negative €9m) arising on the consolidation of the movement 

included here as they are not directly attributable to any business unit and hence are unallocated amounts. 

    FVTPL. This brings the balance per the statement of financial position to €4m (2008: €2m).
(c)  Corporate costs of €27m (2008: €14m), net of tax accounts for the remainder. These costs relate to group functions and are 

(b)  €2m (2008: negative €2m) arises due to the different accounting treatment between the bank and the life company.

between the Banking ROI and Banking UK reporting segments but held within the group. The remainder of €2bln  

in the value of properties financed by non recourse inter-group loans.

 - Elimination of intergroup rental expenses are also included.

Reconciliations/eliminations / consolidation adjustments 2 

Brokerage and third party administration1

-  Brokerage and third party administration services include €8m (2008:€14m) profit in respect of the insurance brokerage 
company and €5m loss (2008: €4m profit) in respect of the third party administration company. In 2009, the profit of the  
insurance brokerage company exceeded 10% of the cumulative profits earned by the group reporting segments.
This company has not exceeded any of the other criteria specified in the segmental accounting standard and this 
experience is not expected to be repeated in subsequent reporting periods.

This brings the balance per the statement of financial position to €17m (2008: €9m).
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Notes to the Preliminary Announcement
year ended 31 December 2009

2. Debt securities

2009 2008
€m €m

Available for sale 5,856           1,342                
Loans and receivables 1,570             1,970                
Designated at FVTPL 8,373           7,739                
Gross debt securities 15,799         11,051              

Less provision (19)                (122)                  
Net debt securities 15,780         10,929              

The table below sets out the financial assets reclassified and their carrying and fair values:

2009 2008 2009 2008
€m €m €m €m

Available for sale debt securities reclassified to loans 
and receivables 1,570           1,970         1,542             1,756                

2009 2008 2009 2008
€m €m €m €m

Period before reclassification
Opening equity as at 1 January (47)                (9)                     
Interest income -                 44            -                    -                       
Net change in fair value -                 -               -                    (47)                   

-                 44            (47)                (56)                   

Period after reclassification
Interest income 40              51            -                    -                       
 
Amortisation 15              9              15                 9                      

Closing equity as at 31 December (32)                (47)                   

Debt securities exclude €90m (2008: €144m) issued by Irish Life and Permanent plc and held by Irish Life Assurance plc which 
have been eliminated on consolidation.

Debt securities, representing a mix of government gilts and high rated corporate bonds, with a carrying value of €6.1bln (2008: 
€2.3bln) have been pledged to third parties in sale and repurchase agreements (See note 11: Deposits by banks).

In February 2008 the group disposed of its held to maturity portfolio ('HTM').  This gave rise to a realised gain of €29m which 
was recognised as part of investment return. The fair value of this portfolio at 31 December 2007 was €2,493m. Cash flows 
arising from this disposal in 2008 were included within operating activities on the cash flow statement reflecting that the held to 
maturity portfolio formed part of the group’s banking operations assets portfolio and the proceeds were reinvested in debt 
securities classified above as either 'Available for sale' or 'Loans and receivables' which also form part of the banking operations 
asset portfolio.

During the year ended 31 December 2008 the group availed of the amendment to IAS 39 and IFRS 7 issued in October 2008, 
effective 1 July 2008, which permitted financial assets classified as available for sale ("AFS") that would have met the definition 
of loans and receivables, had they not been designated as available for sale, to be reclassified out of the available for sale 
category to the loans and receivables category as the group has the intention and ability to hold the financial assets for the 
foreseeable future or until maturity.  No items were reclassified during the current accounting period.

Carrying Value Fair Value

The consequence of this disposal is that the HTM portfolio is tainted for a two year period.

The movement in the carrying value of debt securities classified as loans and receivables is included in subsequent tables 
within this note for both the current and prior year reporting periods.

The table below sets out the amounts actually recognised in the income statement and equity in respect of assets reclassified 
out of available for sale debt securities into loans and receivables.

Income Statement Equity
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Notes to the Preliminary Announcement
year ended 31 December 2009

2. Debt securities (continued)

The table below sets out the amounts that would have been recognised in the year following reclassification if the
reclassification had not been made:

 Equity
€m

 
Opening equity at 1 January 2008 -                       

Fair value movement  (214)                 
Closing equity at 31 December 2008 (214)                 

Fair value movement 186                  
Closing equity at 31 December 2009  (28)                   

The impairment provision is analysed in note 5: Provision for impairment.

The carrying value of debt securities is analysed as follows:

2009 2008
€m €m

Government bonds 10,337 6,406 
Bonds issued by public boards 101 107 
Bonds issued by credit institutions 4,336 4,147                
Other bonds 1,006           269                   

15,780           10,929              

Listed 15,342         10,222              
Unlisted 438               707                   

15,780           10,929              

Available for 
sale

Loans and 
receivables

€m €m

As at 1 January 1,342           1,970               
Exchange differences on monetary assets (2)                  (5)                     
Revaluation 42                 -                       
Additions 4,797           -                       
Maturities/disposals (329)              (416)                 
Effective interest 6                   6                      
Amortisation to statement of comprehensive income -                    15                    
As at 31 December 5,856           1,570               

2009

At the 31 December 2009, the effective interest range on reclassified available for sale debt securities ranged from 0.8% to 
8.9% (31 December 2008: 1.5% to 5.0%) with expected undiscounted recoverable cash flows of €1,916m (31 December 2008: 
€2,098m).

The group has not reclassified any debt securities measured at amortised cost from available for sale to loans and receivables 
during the year.

Group

The movement in held to maturity, available for sale and loans and receivables securities may be classified as follows:
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Notes to the Preliminary Announcement
year ended 31 December 2009

2. Debt securities (continued)

Group
Held to 

maturity
Available for 

sale
Loans and 

receivables
€m €m €m

As at 1 January 2,515         1,982             -                        
Exchange differences on monetary assets -                 (7)                   (10)                    
Revaluation -                 (43)                 -                        
Additions -                 2,203             -                        
Maturities/disposals (2,514)        (849)               (2)                      
Effective interest (1)               24                  5                       
Amortisation to statement of comprehensive income -                 -                     9                       
Reclassification -                 (1,968)            1,968                
As at 31 December -                 1,342             1,970                

3. Equity shares and units in unit trusts

 2009 2008
€m €m

Designated as FVTPL
-   Listed 13,381         10,262              
-   Unlisted 129               128                   

13,510         10,390              

2008
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Notes to the Preliminary Announcement
year ended 31 December 2009

4. Loans and receivables to customers 

Loans and receivables by category are set out below:
2009 2008

€m €m

Residential mortgage loans
Held through special purpose vehicles 25,983        25,404   
Held directly 9,189          10,104   

35,172        35,508   
Commercial mortgage loans* 1,939          1,978     
Consumer finance

Finance leases 1,211          1,734     
Term loans/other 536             642        

Money market funds 211             352        
Gross loans and receivables to customers 39,069        40,214   

Less allowance for impairment (477)            (139)       
Net loans and receivables to customers 38,592        40,075   

There is no particular concentration of risk within these categories.

Loans and receivables can be analysed into fixed and variable rate loans as follows:
2009 2008

€m €m

Variable rate 32,676        28,815   
Fixed rate 5,916          11,260   

38,592        40,075   

2009 2008
€bln €bln

26.0            25.4       

Notes issued by special purpose vehicles - rated 23.8            24.9       
- unrated 2.3               1.9         

Details of the residential mortgage pools sold to special purpose vehicles and the notes issued by the special purpose 
vehicles are included below:

Residential mortgages held through special purpose vehicles

*Commercial mortgage loans exclude loans of €447m (2008: €425m) to the group's life assurance operations including 
loans held for the benefit of unit-linked policyholders.

The group has established a number of special purpose vehicles which involve the selling of pools of residential 
mortgages to the special purpose vehicles which issue mortgage backed floating rate notes (“notes”) to fund the 
purchase of these mortgage pools. The notes are secured by a first fixed charge over the residential mortgages in each 
pool. The notes may be sold to investors or held by the group and used as collateral for borrowings.  
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Notes to the Preliminary Announcement
year ended 31 December 2009

4. Loans and receivables to customers (continued)

The notes issued by these special purpose vehicles comprise the following:

2009 2008
€bln €bln

 - 2.8               3.0         

 - 13.7            14.2       

 - 1.3               1.7         

 - 0.2               1.8         

- -                  0.7         

-
5.8               3.5         
2.3               1.9         

26.1            26.8       

1 See note 11: Deposits by banks for amounts placed by the ECB with Irish Life & Permanent plc.

2

3

Details of provisions for loan impairments are set out in note 5: Provision for impairment.

Sold to third parties and included within debt securities in issue 
(non recourse) on the statement of financial position
Held by the European Central Bank ("ECB") as collateral in 
respect of funds raised under the Eurosystem funding programme 
(note 11) 1

At 31 December 2008, the group had drawn down €nil against an available facility of €163m under the mortgage backed 
promissory note programme with the Central Bank and Financial Services Authority of Ireland (CBFSAI) which was 
secured by way of a first floating charge to the CBFSAI of loans and receivables of €209m . This facility was not 
available in December 2009.

Held by other banks as part of collateralised lending or sale and 
repurchase agreements. 
Held by Irish Life Assurance plc as collateral for government 
securities under a stock lending agreement with the bank 
operations of the group 2

Held as collateral against deposits placed by the life operations 
with the banking operations of the group 3

Other
Available collateral
Unrated notes

Government securities held by the bank under a stocklending agreement with Irish Life Assurance plc amount to 
€0.1bln at 31 December 2009 (2008: €1.1bln). The stocklending agreement provides for a minimum collateral value 
of 150% of Aaa rated bonds to be maintained in respect of the government securities borrowed. 

The collateral agreement for the deposits provided for a minimum collateral value of 130% Aaa rated bonds to be 
maintained in respect of the deposits in 2008. In accordance with accounting standards these transactions were 
eliminated in the consolidated financial statements. This arrangement is no longer in place.
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Notes to the Preliminary Announcement
year ended 31 December 2009

4. Loans and receivables to customers (continued)

Finance leases net of provision include the following:
2009 2008

€m €m
Finance leases receivables gross of future income:
No later than 1 year 664      875        
Later than 1 year and no later than 5 years 554      949        
Later than 5 years 11        20          

1,229   1,844     
Unearned future finance income on finance leases:
No later than 1 year (35)       (52)         
Later than 1 year and no later than 5 years (44)       (88)         
Later than 5 years (1)         (2)           

(80)       (142)       

Total 1,149   1,702     

Present value of minimum lease payments analysed by residual maturity
No later than 1 year 629      823        
Later than 1 year and no later than 5 years 510      861        
Later than 5 years 10        18          

1,149   1,702     

Provision for uncollectible minimum payments receivable* 62 32

* This provision is disclosed in note 5: Provision for impairment within the 'consumer finance' category.

Finance leases normally have a term of five years or less. 
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Notes to the Preliminary Announcement
year ended 31 December 2009

5. Provision for impairment 

a)   Loans and receivables

Specific Collective Total
€m €m €m

As at 1 January 37          102           139           
Charge to income statement

Impairment losses 213        163           376           
Amounts written off during the year (10)         (30)           (40)            
Exchange movements 1            1               2               
As at 31 December 241        236           477           

Specific Collective Total
€m €m €m

As at 1 January 26          49             75             
Charge to income statement

Impairment losses 16          67             83             
Amounts recovered during the year -             (1)             (1)              

Amounts written off during the year (2)           (12)           (14)            
Exchange movements (3)           (1)             (4)              
As at 31 December 37          102           139           

Analysis of income statement charge

Specific Collective Total
€m €m €m

ROI residential lending 107        47             154           
ROI commercial lending 69          30             99             
UK lending 27          6               33             
Consumer finance 10          80             90             

213        163           376           

Specific Collective Total
€m €m €m

ROI residential lending 6            21             27             
ROI commercial lending 4            5               9               
UK lending 6            9               15             
Consumer finance -             31             31             

16          66             82             

2009

2008

2009

2008
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Notes to the Preliminary Announcement
year ended 31 December 2009

5. Provision for impairment (continued)

Analysis of amounts written off during the year

Specific Collective Total
€m €m €m

ROI residential lending (1)           -               (1)              
ROI commercial lending -             -               -                
UK lending (9)           -               (9)              
Consumer finance -             (30)           (30)            
As at 31 December (10)         (30)           (40)            

Specific Collective Total
€m €m €m

ROI residential lending -             -               -                
ROI commercial lending -             -               -                
UK lending (2)           -               (2)              
Consumer finance -             (12)           (12)            
As at 31 December (2)           (12)           (14)            

Analysis of provisions

Specific Collective Total
€m €m €m

ROI residential lending 125        69             194           
ROI commercial lending 78          35             113           
UK lending 28          14             42             
Consumer finance 10          118           128           
As at 31 December 241        236           477           

Specific Collective Total
€m €m €m

ROI residential lending 19          22             41             
ROI commercial lending 9            5               14             
UK lending 9            8               17             
Consumer finance -             67             67             
As at 31 December 37          102           139           

b)   Debt securities
2009 2008

€m €m

As at 1 January 122        -                
Charge to income statement   

Impairment losses* -             122           
Amounts written off during the year (103)       -                

As at 31 December 19          122           

*relates to the impairment of Icelandic bank securities and Lehman Brothers securities.
The provisions in relation to rogue solicitors disclosed at 31 December 2008 have been incorporated 
into the above provisions.

2009

2008

2009

2008
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year ended 31 December 2009

6. Loans and receivables to banks

2009 2008
€m €m

Held at amortised cost
Repayable on demand 2,510               1,956                
Other loans and receivables to banks 94                    38                     

2,604               1,994                
Designated as FVTPL
Life operations deposits with banks 2,321               2,781                

4,925               4,775                

7. Investment properties

2009 2008
€m €m

As at 1 January 2,280               3,561                
Additions from acquisitions 25                    457                   
Additions from subsequent expenditure 14                    -
Transfer from property and equipment -                       5                       
Disposals (33)                   (310)                  
Fair value adjustment (note 27) (517)                 (1,433)               
As at 31 December 1,769               2,280                

Group

At 31 December 2009, loans and receivables to banks includes €0.65bln deposits placed with one financial institution (2008 : €1.7bln 
with two financial institutions) covered by the Irish Government guarantee scheme.  This covered institution placed €0.65bln (2008: 
€1.1bln) with Irish Life & Permanent plc on the same terms and the €0.65bln (2008: €1.1bln) is included in note 11: Deposits by banks. 
No right of set-off exists between these deposits by banks and the loans and receivables to banks.  They are recorded in loans and 
receivables to banks in accordance with accounting standards.

In Ireland, investment properties currently on the market typically involve vendors who are compelled to sell or purchasers who will only 
buy at discounted prices. In this environment, prices and values are experiencing a period of heightened volatility while the market 
absorbs these various issues and reaches its conclusion.

At 31 December 2009 €1,751m (2008: €2,253m) of investment properties are held by unit-linked funds.

There are low levels of liquidity in the Irish investment property market and transaction levels are significantly reduced resulting in a lack 
of clarity as to pricing and market drivers.  In the Irish market this has resulted in significant falls in the market value during the year.  
The UK market has seen an impovement in transactions levels which has resulted in improved visbility on pricing in that market.

Group

Investment property is carried at fair value as determined by an independent valuer having an appropriate recognised professional 
qualification and recent experience in the location and category of the property being valued. Fair values take into account recent 
occupancy and rental levels and are based on yields which are applied to arrive at the property valuation.

Investment property is held for capital appreciation and income and is let on a commercial basis to third parties.
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7. Investment properties (continued)

The yield spreads used in the independent valuations were as follows:

Sector ROI UK ROI UK

Office
Prime 6.80%-9.96% 5.00%-8.00% 5.10%-6.50% 5.18%-7.33%
Suburban 6.91%-12.01% 6.76%-8.92% 6.25%-8.50% 6.52%-9.45%
Provincial 7.57%-12.51% 5.35%-10.00% 6.10%-9.00% 6.86%-10.27%

Industrial
Prime 7.80%-11.34% 7.64%-9.26% 7.00%-8.00% 6.77%-11.42%
Secondary 8.1%-11.78% 11.25% 8.00%-8.80% 6.39%-9.24%
Provincial 13.30% - 10.10% -

Retail
Prime high street 6.00%-8.76% 4.74%-7.39% 4.50%-5.50% 4.86%-7.30%
Secondary 6.65%-8.54% - 5.50%-7.50% -
Shopping centre 7.72%-10.08% 9.39% 6.55%-7.15% 7.25%
Retail warehousing 7.57%-8.81% 7.04%-8.18% 6.00%-6.80% 5.52%-9.20%
Provincial 7.04%-9.38% 6.26%-9.82% 5.50%-7.00% 6.95%

Residential
Residential properties are valued on a capital value per square foot rather than on basis of investment yield.  
Residential properties represent 0.5% of total investment property .

Investment properties as at 31 December 2009 are analysed as follows:

ROI UK Other Total
€m €m €m €m

Residential 29                  -                     -                       29                    
Office 531                356                142                  1,029               
Industrial 138                12                  -                       150                  
Retail 410                151                -                       561                  

1,108             519                142                  1,769               

Investment properties as at 31 December 2008 are analysed as follows:

ROI UK Other Total
€m €m €m €m

Residential 37                    -                       -                        37                     
Office 795                  315                  -                        1,110                
Industrial 195                  12                    152                   359                   
Retail 618                  156                  -                        774                   

1,645         483            152            2,280         

Property held under long leasehold interest at 31 December 2009 was €48m (2008: €64m). There are no future payments under these 
leases. There are no contingent rents on these properties.

2009 2008

These borrowings, which have recourse only to the specific property which they were used to acquire, amounted to €610m at 31 
December 2009 (2008: €591m). At 31 December 2009 €370m (2008: €354m) borrowings were issued by Irish Life and Permanent plc 
and were eliminated on consolidation. The remaining balance of borrowings is contained within note 11: Deposits by banks. 

As a result of the decrease in the values of investment properties, there were some breaches of loan to value terms attached to certain 
borrowings otherwise facilities are in order.  The group is engaged in negotiations with the relevant lenders. To date there has been no 
amendments to the group’s obligations attached to these borrowings. The group continues to fulfil all its repayment obligations for such 
borrowings.

The acquisition of certain investment properties on behalf of unit-linked policyholders is funded by borrowing. 
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8. Shareholder value of in-force business

Further details of the EV principles are set out in the EV basis supplementary information.

A.   Assumptions

The principal assumptions are set out below:

Principal economic assumptions

 31 December  31 December  31 December
2009 2008 2007

Equity risk premium 3.0% 3.0% 3.0%
Property risk premium 2.0% 2.0% 2.0%

Risk free rate 4.6% 4.1% 4.4%
Non market risk margin 2.1% 2.1% 2.1%
Market risk margin 0.8% 0.8% 1.3%
Risk discount rate 7.5% 7.0% 7.8%

Investment return
- Fixed interest 1.1% - 4.2% 2.7% - 4.3% 3.9% - 4.7%
- Equities 7.6% 7.1% 7.4%
- Property 6.6% 6.1% 6.4%

Expense inflation 3.0% 3.0% 4.5%

Other assumptions

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

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.

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 
shareholder cash flows 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.

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 Irish 
Government yield available for the effective duration of the future cash flows underlying the shareholder value of in-force 
business. The market risk margin neutralises the effect of assuming future investment returns in excess of the base risk-free 
rate. 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.

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.

Further details of assumptions are included in note 15: Life insurance contracts including insurance contracts with discretionary 
participation features (DPF).
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8. Shareholder value of in-force business (continued)

B.   Analysis of the movement in the year

The change in the shareholder value of in-force asset is analysed as follows:
2009 2008

€m €m

As at 1 January 787                  717                  
(Debit) / Credit in income statement in the year (57)                   70                    
As at 31 December 730                  787                  

C.   Sensitivity calculations

-    1% decrease in discount rate would increase equity by €64m.
-    1% increase in discount rate would reduce equity by €56m.
-    10% decrease in maintenance expenses would increase equity by €19m.
-    10% improvement in assumed persistency rates would increase equity by €12m.
-    5% decrease in both mortality and morbidity rates would increase equity by €21m.

The debit to the income statement of €57m negative (2008: €70m credit) includes €99m positive (2008: €121m positive) in 
respect of new business; €88m negative (2008: €86m negative) expected return on existing business; €33m negative (2008: 
€20m positive) in respect of experience variances; €7m negative (2008: €17m positive) in respect of operating assumptions 
changes; €8m positive (2008: €62m negative) in respect of short term investment fluctuations and €36m negative (2008: €60m 
positive) in respect of economic assumption changes.

A number of sensitivities have been produced on alternative assumption sets to reflect the sensitivity of the insurance 
shareholder value of in-force asset to changes in key assumptions. The details of each sensitivity are set out below. All 
amounts are after allowing for the associated deferred tax effect:
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9. Goodwill

2009 2008
€m €m

As at 1 January 71    203                           
Additions 4      38                             
Impairment -       (170)                          
As at 31 December 75    71                             

Goodwill is attributable to two business units as set out below:

as reported in note 1: Segmental information.
2009 2008

€m €m
Life Assurance 5      5                               
Brokerage and third party administration 70    66                             

75    71                             

Cash flows were projected based on past experience, actual operating results and future business plans and assumes no 
future growth (2008: 0%). Cash flows for a period of 7 years (2008: 5 years) based on 2009 actuals and 2010 business 
plans were used. The forecast period is based on the group's long term perspective with respect to the operation of these 
cash generating units. 

Pre tax discount rate of 12.5% (2008: 12%) was applied in determining the recoverable amounts for the cash generating 
units. The discount rate is based on the rate used in calculating the future cash flows for shareholder value of in-force 
business with an additional risk premium of 5% (2008: 5%). 

The key assumptions described above may change as economic and market conditions change. The group estimates 
that reasonably possibly changes in these assumptions are not expected to cause the recoverable amount of either cash 
generating unit to decline below the carrying amount. 

The impairment of goodwill during 2008 of  €170m relates to an unamortised balance arising from the acquisition of TSB 
Bank in 2001. This balance has been written off given the divergence between the market value of banking operations in 
current market conditions and the carrying value.

Goodwill is allocated to the group's operating divisions which represent the lowest level within the group at which 
goodwill is monitored for internal management purposes and is not higher than the group's operating segments 

No impairment losses on goodwill were recognised during 2009. 

The calculation of the value in use was based on the following key assumptions:

The carrying goodwill value is tested for impairment by calculating the recoverable amount. The recoverable amount is 
based on value in use calculations at cash generating units using cash flow projections based on actual operating results 
and future business plans, discounted at an appropriate rate.  Where appropriate the embedded value has been used as 
a conservative proxy for discounted cash projections.  The determination of cash flows and discount rates require the 
exercise of judgement.

The goodwill acquired during the year ended 31 December 2009 of €4m arose on the acquisition of the remaining 2% non 
controlling interest in Cornmarket Group Financial Services Limited.

The goodwill acquired during 2008 of €38m arose on the acquisition of 22.94% of the non controlling interest in 
Cornmarket Group Financial Services Limited.
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10. Retirement benefit obligations

Defined benefit schemes

The key financial assumptions used are:
2009 2008

% %

Discount rate 5.50 5.75
Expected rate of return on plan assets 6.60 6.75
Salary increases 1 3.50 3.50
Pension increases 2.00 2.00
Rate of price inflation 2.00 2.00

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

2009 2008
Years Years

Retiring today age 65 Males 22.4 22.1
Females 25.4 25.0

Retiring in 15 years time aged 65 Males 23.3 23.1
Females 26.3 26.0

2009 2008
€m €m

Current service cost 34         45             
Past service cost 8           1               
Interest cost 70         73             
Expected return on scheme assets (63)        (83)           
Amortisation of corridor excess 4           -

53         36             
This charge has been included in administrative expenses. 

The actual return is calculated as follows:
2009 2008

€m €m

Expected return on plan assets 63         83             
Actuarial gain / (loss) on plan assets 68         (442)         

131       (359)         

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 actuarial consultants. 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 1 March 2007 to 30 September 2009. Actuarial gains and losses are 
accounted for under the corridor approach.

The main post retirement mortality assumptions used at 31 December 2009 were 95% PA92 (c=2025) less two years (2008: 100% 
PA92 (c=2025) less two years) for pensioners and 95% PA92 (c=2040) (less two years) (2008:100% PA92 (c=2040) less two years) 
for active/deferred members.  On this basis the life expectancies underlying the value of the schemes liabilities at 31 December 
2009 and 31 December 2008 were the following:

Actuarial assumptions at the statement of financial position date

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

Unrecognised actuarial gains or losses which are outside the corridor under IAS 19 are amortised in the income statement over the 
estimated remaining service lives of the members which averaged 17 years in 2009 (2008: 21 years).

The actual return on scheme assets was €131m (2008: negative €359m).
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10. Retirement benefit obligations (continued)

The movements in the present value of defined benefit obligations in the year are:

2009 2008
€m €m

(1,183)   (1,293)      
Current service cost (34)        (45)           
Interest cost (70)        (73)           
Past service cost (8)          (1)             
Actuarial gain / (loss) - experience adjustments 97         (19)           
                                     - assumption changes (52)        230           
Contributions by plan participants (7)          (7)             
Benefits paid 32         24             
Exchange and other adjustments -              1               

Benefit obligation as at 31 December (1,225)   (1,183)      

The movement in the fair value of defined benefit assets in the year are:

2009 2008
€m €m

928       1,262        
Expected return on plan assets 63         83             
Employer contribution 59         42             
Contributions by plan participants 7           7               
Actuarial gain / (loss) 68         (442)         
Benefits paid (32)        (24)           

1,093    928           

The pension assets and liabilities recognised on the statement of financial position are as follows:
2009 2008 2007 2006 2005

€m €m €m €m €m

(1,225)     (1,183)    (1,293)   (1,211)   (1,238)      
1,093      928        1,262    1,277    1,108        

Net (obligation) / asset (132)      (255)       (31)        66         (130)         
69           186        (45)        (152)      43             

(63)          (69)         (76)        (86)        (87)           

The experience adjustments arising on plan liabilities and plan assets are as follows:

2009 2008 2007 2006 2005
Actuarial (gains) / losses
-   arising on benefit obligation (€m) (97)        19          48         19         47             

(8)            2            4           2           4               

Actuarial gains / (losses)
-   arising on plan assets (€m) 68         (442)       (116)      73         141           

6             (48)         (9)          6           13             -   arising on plan assets (% of plan assets)

Benefit obligation as at 31 December
Fair value of plan assets as at 31 December 

Unrecognised actuarial losses / (gains)

-   arising on benefit obligation (% plan liabilities)

Fair value of plan assets as at 1 January 

The expected return on assets is determined by calculating a total return estimate based on weighted average estimated returns for 
each asset class. Asset class returns are estimated using current and projected economic and market factors such as inflation, 
credit spreads and equity risk premiums. 

The expected rates of return for equities and property were calculated by allowing for a risk premium over prevailing long dated 
bond yields. The equity rate allows for a yield on 30 year Eurozone Government bonds of 4.30% (2008: 3.80%) together with an 
equity risk premium of 3.60% (2008: 4.95%), giving a total of 7.90% (2008: 8.75%). For property, a risk premium 1% lower than for 
equities was adopted for the years ended 31 December 2009 and 31 December 2008. The expected rate of return on bonds 
reflected the prevailing yield on the specific portfolio of nominal and inflation linked long dated bonds for the years ended 31 
December 2009 and 31 December 2008. The effect of the major categories of plan assets on the overall expected rate of return on 
assets is set out in the table on the long term rate of return expected for each class of asset on the next page.

Benefit obligation as at 1 January

Fair value of plan assets as at 31 December 

Net recognised retirement benefit obligation

Page 59



Notes to the Preliminary Announcement
year ended 31 December 2009

10. Retirement benefit obligations (continued)

The movement in the present value of defined benefit obligations in the year are:
2009 2008

 €m €m

(69)        (76)           
Expense recognised in income statement (53)        (36)           
Contributions paid 59         42             
Exchange and other adjustments - 1               

(63)        (69)           

Net post retirement benefit assets 96         89             
Net post retirement benefit liabilities (159)      (158)         

Net post retirement benefit obligations (63)        (69)           

Long term Long term
rate of return Fair Plan rate of return Fair Plan

expected Value assets expected Value assets

2009 2009 2009 2008 2008 2008
%  €m % %  €m %

Equities 7.90   637    58         8.75 460       50             
Bonds 4.40   377    35         4.00 352       38             
Property 6.90   53      5           7.75 78         8               
Other 5.90   26      2           6.38 38         4               

6.60     1,093   100         6.75 928       100           

Net post retirement benefit obligations as at 1 January

Net post retirement benefit obligations as at 31 December

If the expectation of life post retirement increased by one year, then the present value of defined benefit obligations (for the 5 main 
pension schemes in the group) would increase by approximately €24m, all of which would be included as unrecognised actuarial 
losses.

If the discount rate was 0.5% lower than the assumption made at 31 December 2009 then the present value of defined  benefit 
obligations (for the 5 main pension schemes in the group) would increase by approximately €128m, all of which would be included 
as unrecognised actuarial losses.  A similar effect would arise if the rate of increase in salaries and pensions was to rise by 0.5% 
over the assumptions used at 31 December 2009.

The following tables set out, on a combined basis for all schemes, the fair value of the assets held by the schemes together with the 
long-term rate of return expected for each class of asset for the group and the company.

The fair value of plan assets includes investments in Irish Life Assurance unit-linked funds which on occasion include investments 
relating to Irish Life & Permanent plc ('IL&P') shares or properties occupied by IL&P group. As at 31 December 2009, the group's 
pension scheme assets had an indirect holding in Irish Life & Permanent plc shares of €2m (2008: €2m) and an indirect holding of 
properties occupied by the Irish Life and Permanent group of €0.2m (2008:€0.2m).

The group is expected to pay contributions of approximately €35m to the pension schemes in 2010.

Fair value of plan assets as at 31 December 
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11. Deposits by banks

2009 2008
€m €m

Deposits by banks 18,713     18,546   
18,713     18,546   

  
Deposits by banks include the following:

2009 2008
€bln €bln

Placed by the European Central Bank ("ECB")1 9.8         11.8       
Placed by other banks2 1.0         1.3         
Held as a result of repurchase agreements 6.1         2.3         
Collateral held for investments for unit linked funds (CPPI) 0.6         0.7         
Interbank deposits3 0.7         1.1         

0.5         1.3         
18.7       18.5       

Balances placed by the European Central Bank ("ECB")

Maximum 13.5 14.4       
Average 10.9 7.9         

1

2

3

12. Customer accounts

2009 2008
€m €m

Repayable on demand 3,503     3,866     
Other 11,059   10,252   

14,562   14,118   

Other

These deposits are collateralised on notes issued by special purpose vehicles controlled by the group. The notes are 
secured by a first fixed charge over residential mortgages held by the special purpose vehicles, which form part of the
group's consolidated financial statements.

Customer accounts exclude deposits of €1,251m (2008: €613m) from the group's non banking operations including 
deposits held for the benefit of unit-linked policyholders.

These deposits were placed by a bank covered under the Irish Government guarantee scheme (2008: two banks) on 
the same terms as deposits placed with this institution by Irish Life Assurance plc (see note 6: Loans and receivables 
to banks). Because no right of set-off existed between these deposits by banks and the loans and receivables to 
banks, they are recorded in deposits by banks in accordance with accounting standards.

The deposits made by the ECB are secured on €13.7bln notes issued by special purpose vehicles controlled by the 
group.  The notes are secured by a first fixed charge over residential mortgages held by the special purpose vehicles 
which are included in the preliminary announcement in note 4: Loans and receivables to customers.
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13. Debt securities in issue 
2009 2008

€m €m
At amortised cost:
Bonds and medium term notes 7,855     5,928       
Other debt securities in issue 3,043     2,446       
Non recourse funding 2,364     2,525       

13,262   10,899     

2009 2008
€m €m

Repayable in not more than 1 year 8,132     3,210       
Repayable in more than 1 year but not more than 2 years 1,395     2,484       
Repayable in more than 2 years but not more than 5 years 452        1,620       
Repayable in more than 5 years 3,283     3,585       

13,262   10,899     

Other debt securities in issue

Non recourse funding

EMTN Tranche Nominal 
Value

€m
Auburn 5 A2 12
Fastnet 2 A2 53
Total 65

Repurchase consideration given including costs
Consideration
Costs                - 
Total repurchase consideration including costs

Profit 8

€m
57

57

€m
12
53
65

4.53%
3.33%

The carrying value of each instrument repurchased and the consideration given including costs to arrive at the profit are 
set out below:

Instrument Exchange
Percentage 

Repurchased
Carrying 

Value

During the year ended 31 December 2009, the group repurchased €53m and £10m of medium term non recourse notes in 
issue at discounts of 7% to 34% for the securities outlined below. This repurchase of debt is accounted for under IAS 39 
and met the requirements to be treated as an extinguishment of the original instruments. It resulted in a total profit of €8m 
(€7m after taxation) being recognised in the investment return as detailed in note 27: Investment return. 

At 31 December 2009, the group had advances secured on residential property subject to non-recourse funding. These 
loans, which have not been derecognised, are shown within loans and receivables to customers and the non-recourse 
funding is shown as a separate liability.

The securitisations involve the selling of pools of mortgages to special purpose entities which issue mortgage backed 
floating notes ("notes") to fund the purchase of these mortgage pools.

Under the terms of these securitisations, the rights of the providers of the related funds are limited to the mortgage loans 
in the securitised portfolios and any related income generated by the portfolios, without recourse to Irish Life and 
Permanent plc. Irish Life and Permanent plc is not obliged to support any losses in respect of the mortgages subject to the 
non-recourse funding and does not intend to do so. During the term of the transactions, any amounts realised from the 
portfolios in excess of that due to the providers of the funding, less any related administrative costs, will be paid to Irish 
Life and Permanent plc. The providers of this funding have agreed in writing (subject to the customary warranties and 
covenants) that they will seek repayment of the finance, as to both principal and interest, only to the extent that sufficient 
funds are generated by the mortgages and related security, and that they will not seek recourse in any other form.

Bonds and medium term notes exclude €77m (2008:€129m) of debt securities issued by the group held in the group's life 
assurance operations which have been eliminated on consolidation.

Other debt securities in issue at 31 December 2009 included €425m (2008: €425m) advances secured on notes issued by 
special purpose vehicles which are secured on residential property. These loans which have not been derecognised, are 
shown within loans and receivables to customers and the funding is shown as a separate liability.

Profit on repurchase of debt securities in issue
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14. Investment contract liabilities

Gross Reinsurance Net Gross Reinsurance Net
€m €m €m €m €m €m

Unit-linked liabilities 23,434   (91)                 23,343   20,311   (144)               20,167   
Non-linked and guaranteed tracker liabilities 381        -                     381        469        -                     469        
Investment financial options and guarantees 43          -                     43          82          -                     82          
Non controlling share of unit trust 174        -                     174        256        -                     256        

24,032                    (91)    23,941    21,118                (144)    20,974 

The change in liabilities during 2009 is analysed as follows: 
Gross Reinsurance Net

€m €m €m

As at 1 January    21,118                (144)   20,974 
Premiums      3,358                    (1)     3,357 
Claims     (2,869)                   88     (2,781)
Fees deducted        (174)                      -        (174)
Exchange movements           15                      -           15 
Change in investment contract liabilities      2,666                  (34)      2,632 
Non controlling interest: 

Change in investment contract liabilities (148)       -                     (148)       
Investment by non controlling interest in unit 
trust 66          -                     66          

As at 31 December    24,032                  (91)    23,941 

The change in liabilities during 2008 is analysed as follows: 
Gross Reinsurance Net

€m €m €m

As at 1 January    27,574                (280)    27,294 
Premiums      4,313                    (1)      4,312 
Claims     (2,813)                   71     (2,742)
Fees deducted        (206)                      -        (206)
Exchange movements          (63)                      -          (63)
Change in investment contract liabilities     (7,695)                   66     (7,629)
Non controlling interest:

Change in investment contract liabilities (27)         -                     (27)         
Investment by non controlling interest in unit 
trust 35          -                     35          

As at 31 December    21,118                (144)    20,974 

2009

2008

31 December 2009 31 December 2008

The non controlling share of unit trust refers to the portion of unit trusts consolidated in the financial statements which are not 
attributable to Irish Life Assurance policyholders. The trusts are consolidated as Irish Life Assurance is deemed by its 
percentage holdings to have a controlling interest. 
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15. Life insurance contracts including life insurance contracts with discretionary participation
features (DPF)

(a)  Analysis of insurance contract liabilities 

Gross Reinsurance Net Gross Reinsurance Net
€m €m €m €m €m €m

Unit-linked liabilities       591                       -      591      562                        (1)              561 
       

Non-linked liabilities   
-   without discretionary participation features    3,391              (1,829)   1,562   3,370                 (1,931)           1,439 
-   with discretionary participation features         52                       -        52        75                          -                75 

4,034                 (1,829) 2,205   4,007                 (1,932)           2,075 

The change in liabilities during 2009 is analysed as follows: 
Gross Reinsurance Net

€m €m €m

As at 1 January  4,007                (1,932)           2,075 
Premiums     709                   (116)              593 
Claims    (489)                    160            (329)
Expected return on insurance contract liabilities     100                     (59)                41 
Return debited to policyholders       96                         -                96 
Fees deducted    (317)                      67            (250)
Change in economic assumptions      (33)                      15              (18)
Change in operating assumptions      (35)                      36                  1 
Exchange differences         6                         -                  6 
Other      (10)                         -              (10)
As at 31 December   4,034                 (1,829)           2,205 

The change in liabilities during 2008 is analysed as follows:
Gross Reinsurance Net

€m €m €m

As at 1 January   4,010                 (1,701)           2,309 
Premiums      669                    (228)              441 
Claims     (466)                     152            (314)
Expected return on insurance contract liabilities      127                      (73)                54 
Return credited to policyholders     (243)                          -            (243)
Fees deducted     (230)                        (7)            (237)
Change in economic assumptions      392                    (289)              103 
Change in operating assumptions     (224)                     214              (10)
Exchange differences       (30)                          -              (30)
Other          2                          -                  2 
As at 31 December   4,007                 (1,932)           2,075 

(b)  Assumptions 

The liabilities for insurance contracts are calculated in accordance with insurance regulations in force in Ireland. 

-   Interest rates
-   Mortality and morbidity 
-   Expenses

31 December 2009 31 December 2008

2009

2008

Liabilities for unit-linked insurance contracts include amounts reflecting the value of the underlying funds in which the policy is 
invested. 

Liabilities are calculated using either the net or the gross premium method. In calculating the appropriate liability for non-linked 
insurance liabilities including the closed book of business with discretionary participation features, it is necessary to make 
assumptions on a range of items. The assumptions which have the most significant impact on the measurement of liabilities 
are: 
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15. Life insurance contracts including life insurance contracts with discretionary participation
features (DPF) (continued)

The interest rates gross of tax used are as follows:

Regular premium business
-   No DPF 
-   With DPF

Single premium business

Lives assured 
- Non-linked
- Linked

Annuities
- Males
- Females

Disability rates
- Inception: Males
- Inception: Females
- Termination

Serious illness rates
- Smokers

- Non-smokers

(c) Changes in assumptions 

The principal changes in assumptions since 31 December 2008 were: 

-   Interest rates used were changed to reflect the actual market interest rates at 31 December 2009. This reduced 
liabilities by €24m after allowing for reinsurance, however, this is largely offset by movement in matching assets
reflecting the group’s policy of matching assets and liabilities where possible;

-   The benefit inflation assumption was increased to reflect a rise in inflation which increased liabilities by €6m after
allowing for reinsurance; 

-   Morbidity rates were changed to reflect the latest experience which increased liabilities by €9m after allowing for
reinsurance;

 
-   Annuitant mortality rates were changed which increased liabilities by €1m after allowing for reinsurance.  Life 

assurance mortality rates were changed which reduced liabilities by €4m after allowing for reinsurance;

-   Expense assumptions were changed to reflect current unit costs which reduced liabilities by €5m after allowing for
reinsurance. 

Expense assumptions are based on the current year expenses and size of book. Expense inflation assumption is 3.0% (2008: 
3.0%). 

163% of IC94  with 3% p.a. 
future deterioration

163% of IC94  with 3% p.a. future 
deterioration

100% of IC94 with 3% p.a. 
future deterioration

100% of IC94 with 3% p.a. future 
deterioration

210%-640% CMIR (12) 210%-640% CMIR (12) 
25%-160% CIDA rates 25%-160% CIDA rates

- Future mortality rates to improve on medium 
cohorts basis with minimum improvement of 1.50% p.a. 1.50% p.a.

105%-320% CMIR (12) 105%-320% CMIR (12)

104% PNMA00 100% PMA 92 (c=2003) 
104% PNFA00 100% PFA 92 (c=2003) 

55%-90%  AM / AF00 select 70%-75% AM / AF92 ultimate 
100% AM / AF00 ultimate 90% AM / AF92 ultimate 

1.12% to 5.47% 2.70% to 3.66%

Mortality and morbidity assumptions are based on the standard industry published tables amended where appropriate to reflect 
the group’s current experience and to allow for expected improvements or disimprovements in mortality. The tables used for 
2009 and 2008 are as follows: 

2009 2008

2.70% to 3.98% 3.56% to 3.98%
2.11% to 2.53% 2.33% to 2.79%

2009 2008
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15. Life insurance contracts including life insurance contracts with discretionary participation
features (DPF) (continued)

(d)  Sensitivities 

The following indicates the sensitivities of insurance liabilities to changes in the assumptions: 

-   1% decrease in interest rates would increase liabilities by €178m after allowing for reinsurance; 

-   1% increase in interest rates would decrease liabilities by €142m after allowing for reinsurance; 

-   10% decrease in maintenance expenses would decrease liabilities by €12m after allowing for reinsurance;

-   5% decrease in both mortality and morbidity rates would decrease liabilities by €16m after allowing for reinsurance. 

16. Provisions

Staff 
restructuring Other Total

€m €m €m

As at 1 January* 10                    -          43                      53              
Provisions made during the year 22                  33     15                     70             
Provisions used during the year (25)                 -        (35)                    (60)            
As at 31 December 7                      33       23                      63              

Staff restructuring costs

Onerous contracts

Other
The other provision is in relation to outstanding settlements on closed derivative contracts.

*Provisions were previously included with other liabilities in the statement of position.   Other liabilities for 2008 have been 
reclassified to show provisions separately.

2009
Onerous 

contracts
€m

Staff restructuring costs include provisions for employees on career breaks, voluntary severance schemes and voluntary early 
retirement. 

Irish Life Assurance plc has an onerous contract in respect of an investment property where the market value has reduced.  
Subsequently, a provision has been recognised resulting in a negative investment return of €33m (see note 27: Investment 
return).

The above are based on a change in one assumption while holding all other assumptions constant. In practice this is unlikely to 
occur and changes in assumptions may be correlated while the effect of changes in interest rates would be linked to equivalent 
changes in the value of corresponding assets. 
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17. Subordinated liabilities

2009 2008
€m €m

Dated
Issued by Irish Life & Permanent plc

€18m floating rate notes 2011 * 18        18        
€250m 6.25% fixed rate notes 2011 258      254      
€10m floating rate step-up callable notes 2015 10        10        
€50m floating rate step-up callable notes 2015 50        50        
€200m floating rate step-up callable notes 2015 200      200      
€50m floating rate step-up callable notes 2016 50        50        
€75m floating rate step-up callable notes 2017 75        76        
€300m 4.625% fixed step-up callable notes 2017 308      308      
€45m floating rate step-up callable 2018 45        45        
€25m step-up callable notes 2018 25        25        
€20m floating rate step-up callable 2018 20        20        
€5m constant maturity swap notes 2018 * 5          5          
€5m constant maturity swap notes 2018 * 5          5          

28        25        
€10m floating rate notes 2023 * 10        10        

10        10        
1,117   1,111   

Undated
Issued by Irish Life & Permanent plc

JPY 7bln 3.98% undated step-up notes 56        69        
JPY 10bln 3.75% undated step-up notes 82        99        
JPY 20bln 4.655% undated step-up notes 177      213      

Issued by Irish Life Assurance plc

€200m 5.25% step-up perpetual capital notes 212      207      
527      588      

1,644   1,699   

The consent of the Financial Regulator is required before:
-   any repayment, for whatever reason, of a dated subordinated liability prior to its stated maturity. 
-   any exercise of any redemption option in any undated liability.

 * These notes contain embedded derivatives which have been separated out as they are not closely related to the host 
debt instrument. The 10yr notes are linked to 30yr swap rates.

€55m 8.76% non-callable lower tier II capital notes due 2018

€10m 4.31% fixed rate callable notes 2035 
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18. Shareholders' Equity

Share capital

Share premium

Revaluation reserve

Available for sale reserve

Currency translation adjustment reserve

Share based payments reserve

Other capital reserves

Own share reserve

Retained earnings

19. Non controlling interest
2009 2008

€m €m
Non controlling interest in subsidiary
As at 1 January 1      13     
Total comprehensive income -       3       
Acquisition of non-controlling interest* (1)     (15)    
As at 31 December -       1       

*See note 9: Goodwill

This reserve comprises the cost of share options and the long-term incentive plan, which have been charged to the income 
statement over the vesting period of the options.

Other capital reserves includes the share premium €21m of Irish Life plc at the date of the merger, €7m capital redemption 
reserve arising from the repurchase and cancellation of shares. It also includes the merger reserve which is the difference 
between the shares issued by Irish Permanent plc and the nominal value of the issued share capital of Irish Life plc on the 
merger of the companies and amounts to a deficit of €2,719m. The share premium arising on the shares (€2,698m) issued 
in connection with the merger has been classified with the merger reserve rather than with the other share premium in 
existence in the company.

Own shares held (excluding shares held for the long term incentive plan) are held within the group's life operations for the 
benefit of life assurance policyholders. In accordance with IFRS the cost of these shares €66m (2008: €86m) is deducted 
from distributable reserves. The liability to policyholder is based on the fair value of the shares and the change in liability 
due to the marked-to-market of the shares is transferred from retained earnings to non-distributable reserves.

Retained earnings represent the cumulative revenue reserves of the group after consolidation adjustments.

The currency translation adjustment reserve represents the cumulative gains and losses, net of hedging on the retranslation 
of the group's net investment in foreign operations, at the rate of exchange at the statement of financial position date.

Share capital is the funds raised as a result of a share issue and comprises the ordinary shares of the company.

The share premium reserve represents the excess of amounts received for share issues over the par value of those shares.

The revaluation reserve comprises the unrealised gain or loss, net of tax on the revaluation of owner occupied properties. 
This is a non distributable reserve.

The available for sale reserve comprises unrealised gains or losses, net of tax on available for sale financial assets which 
have been recognised at fair value on the statement of financial position.
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20. Authorised and issued share capital

Authorised share capital as at 31 December:
2009 2008

Share Capital Share Capital
Number of Shares €m €m

Ordinary shares of 32 cent each 400,000,000            128                  128                  
€  preference shares 300,000,000            300                  300                  
US$  preference shares 200,000,000            139                  144                  
Stg£  preference shares 100,000,000            113                  105                  

The number of ordinary 32 cent fully paid up shares is as follows:
2009 2008

As at 1 January 276,782,351    276,017,990    
Issued during the year -                      764,361           
As at 31 December 276,782,351    276,782,351    

Own shares held for the benefit of life assurance policyholders 7,108,182        8,870,331        

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

Shares issued during 2008 included 736,226 shares issued to the group profit sharing scheme and 28,135 shares issued 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 2.6% 
(2008: 3.2%) of the issued share capital of the company.

There were no acquisitions of treasury shares during the period (2008: nil) in anticipation of share awards that may vest 
under the long term incentive plan for senior management.

The company has only one class of issued shares and as at 31 December 2009, it had 276,782,351 (2008: 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.

No shares were issued in 2009 as a result of the exercise of options under the group's share option schemes. There were 
no shares issued to the group profit sharing scheme in 2009.
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21. Analysis of equity and capital

A.  Shareholders’ equity

The group's equity is analysed as follows:
2009 2008

€m €m

Banking- Ireland
Net assets 595                820                 

595                820                 

Banking- UK
Net assets 48                  45                   

48                  45                   

Life assurance
Net assets 1,154            1,217              
Goodwill 5                     5                      
Deduction in respect of liability relating to own 
shares held for the benefit of life assurance policyholders (23)                 (14)

1,136            1,208              

Fund Management
Net assets 8                     10                   

8                     10                   

Other operations
Net assets 48                  70                   
Goodwill 70                  66                   

118                136                 

Associated undertaking 122                139                 

Consolidation adjustments (21)                 (11)

Equity excluding non controlling interest 2,006            2,347              

Non controlling interest -                     1                      
Shareholders' equity including non controlling interest 2,006            2,348              

B.   Capital management

The group is regulated by the Irish Financial Services Regulatory Authority (“Financial Regulator” or “FR”) which sets and 
monitors regulatory capital requirements in respect of the group’s operations.  While there are a number of regulated entities 
within the group which have individual regulatory capital requirements the two principal regulated entities are Irish Life & 
Permanent plc (“IL&P”), the group’s holding company which is also the group’s banking operation (trading as permanent tsb), and 
Irish Life Assurance plc (“ILA”) the group’s principal life assurance operation.

The group’s policy is to manage the capital base so as to meet all regulatory requirements while maintaining investor, creditor 
and market confidence and ensuring that there is adequate capital to support future growth in the business.  In addition, the 
relationship between the level and composition of regulatory capital and the shareholders’ return on capital is monitored to ensure 
that there is an appropriate balance between equity and debt capital within the overall regulatory capital held.   

The management of capital within the group is monitored by the Board Risk & Compliance Committee, the Banking Assets & 
Liabilities Committee and the Life Assurance Assets & Liabilities Committee in accordance with Board approved policy. In 
general, outside of IL&P, all regulated entities within the group operate to an internal target level of capital which provides a 
margin of comfort above the regulatory minimum with any excess capital above this target level being remitted to IL&P.
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21. Analysis of equity and capital (continued)

Banking operations

2009 2008
€m €m

Tier 1 capital
Share capital & share premium 2,922            2,922              
Reserves 951                1,164              
Prudential filters 65                  88                   
Total qualifying Tier 1 capital 3,938            4,174              

Tier 2 capital
Subordinated liabilities 1,167            1,230              
Revaluation reserve  8                     58                   
Other 25                  23                   
Total qualifying Tier 2 capital 1,200            1,311              

Total qualifying Tier 1 and Tier 2 capital 5,138            5,485              

Deductions
Investment in life operations (3,187)           (3,229)             
Other (93)                 (197)                
Total deductions (3,280)           (3,426)             

Total own funds 1,858            2,059              

Required capital 1,313            1,454              
Application of ICR (23%) 302                334                 
Total required capital 1,615            1,788              

Excess of total own funds over total required capital 243                271                 

Total risk-weighted assets before ICR* 16,411          18,173            
Total risk-weighted assets after ICR 20,185          22,353            

Risk asset ratio (all Core Tier 1)
Before the application of the ICR 11.3% 11.3%
After the application of the ICR 9.2% 9.2%

The above ratio is calculated and reported to the Financial Regulator on a quarterly basis.

The percentage of capital is in excess of the regulatory minimum of 8% plus ICR.

* Interim capital requirement ("ICR"): The Pillar II capital requirement under Basel II has yet to be determined.  In the meantime an 
interim capital requirement is applied equal to 23% of Pillar I risk weighted assets. 

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 market risk. The value at risk methodology is discussed in further detail in Note 22: 
Financial risk management.

The following table summarises the composition of regulatory capital and the ratios of the group for the years ended 31 
December 2009 and 2008.  They are calculated in accordance with Basel II regulatory capital requirements.  

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 Requirements Directive and the Irish 
Financial Regulator. 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 is required to be explicitly 
measured under the Basel II methodology.  
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21. Analysis of equity and capital (continued)

The movement in the bank’s regulatory capital is summarised below:

2009 2008
€m €m

As at 1 January 2,059            2,029
Bank earnings after tax and corporate costs (262)              23
Dividends received 42                  109
Interim dividends paid -                     (62)                  
Other 19                  (40)                  
As at 31 December 1,858            2,059

Life operations

2009 2008
€m €m

Total shareholders’ funds attributable to life business 1,144            1,218              
Less: Shareholder value of in-force business  

Gross (730)              (787)                
Related deferred tax 121                99                   

Shareholders’ funds excluding VIF 535                530                 

Adjustments to valuation of assets and liabilities to regulatory basis (78)                  (65)                  
Subordinated liabilities 208                205                 
Other assets available to cover solvency margin 20                  24                   
Regulatory capital on continuing activities 685                694                 

Held within the long term business fund 248                288                 
Held outside the long term business fund 437                406                 

685                694                 

The regulatory capital requirements of the life assurance business are determined according to the European Communities (Life 
Assurance) Framework Regulations 1994 modified by the EU directive 2002/83/EC. The regulations set down the approach to be 
used to value the assets and liabilities and the calculation of the required solvency margin.

The solvency cover for Irish Life Assurance plc, the group’s main life assurance operation, is 1.6 (2008: 1.6) times the minimum 
requirement of €416m at 31 December 2009 (2008: €410m). The level of required capital should 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 at 150% of the minimum 
requirement. The directors consider this to be a conservative level of capital to manage the business having regard for the basis 
of calculating liabilities and the insurance and operational risks inherent in the underlying products. At 31 December 2009 each of 
the group’s entities had sufficient capital on a stand alone basis and therefore no capital injections were expected to be needed in 
the future. Transfers of capital out of the life companies are subject to the companies continuing to meet the regulatory capital 
requirements.

Shareholder capital is invested in cash, short-term debt securities and property. 
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21. Analysis of equity and capital (continued)

This table analyses the change in regulatory capital of the life operations on continuing activities (net of tax).

2009 2008
€m €m

Regulatory capital as at 1 January 694                650                 
Capital generated from existing business
-   Expected return 161                242                 
-   Experience variances 12                  85                   
-   Operating assumption changes 9                     22                   
New business strain (74)                 (88)                  
Expected investment return 12                  28                   
Short term investment fluctuations
-   Direct shareholder property short term investment fluctuations (56)                 (112)                
-   Property commitment cost (29)                 -                      
-   Other short term investment fluctuations (24)                 (141)                
Effect of economic assumption changes 3                     25                   
Other (9)                   (16)                  
Change in inadmissible assets (4)                   2                      
Dividends (13)                 (15)                  
Subordinated liabilities 3                     12                   
Regulatory capital as at 31 December 685                694                 

Capital generated on existing business which has three components:

-   Expected return: the capital which would arise if the existing business behaved in line with the EV
assumptions;

-   Experience variances: the capital arising because actual experience in the year differs from the EV
assumptions on mortality, morbidity, persistency, expenses and non-linked matching;

-   Operating assumption changes: the effect on capital of changes to regulatory liability demographic and

New business strain: when a life assurance contract is written significant acquisition costs are normally incurred up-front, these 
costs are then recovered through future charges. This up-front payment gives rise to a reduction in capital.

Expected investment return: capital generated by the expected investment earnings on the net assets attributable to shareholders 
using the equity and property investment return EV assumptions applicable at the start of the financial year. The expected 
investment earnings allows for interest payable on subordinated debt and the fee payable in relation to the stop loss reassurance 
treaty.

Short term investment fluctuations: this is the effect on capital of the difference between the actual investment return achieved 
and the long term investment return assumed for both policyholder and shareholder assets.  

The group has provided for the cost of financial options and guarantees on a market consistent basis.

Effect of economic assumption changes: this is the impact on capital of changes in economic assumptions excluding changes in 
non-linked regulatory liability interest assumptions.

Capital is affected by a range of factors including interest rates, mortality and morbidity. The group’s capital management and risk 
management policies are discussed in note 22: Financial risk management.

In November 2008 a stop loss reinsurance treaty in relation to new business was signed with Swiss Re. The effect on regulatory 
assets for 12 months to December 2009 was €22m (December 2008: €125m) and is shown in the analysis below as a reduction 
in new business strain of €44m (December 2008: €59m), expected return of negative €34m (December 2008: €nil) and an 
experience variance of  €12m (December 2008: €66m) .The accounting treatment in the IFRS accounts of this stop loss 
reassurance treaty is not to show either the contingent asset or contingent liability on the statement of financial position as they 
offset each other but the reassurance fee €2.6m (December 2008: €0.2m) for this treaty is accounted for in the IFRS consolidated 
income statement.

Best estimate assumptions are used to analyse the various components of the capital movements which are explained as follows:

expense assumptions. These assumptions are reviewed regularly and are changed where appropriate in light of either current 
or expected experience. 
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27. Investment return
2009 2008

Financial assets designated at FVTPL €m €m

Equity shares
Dividends 275            408            
Fair value gains / (losses) 2,553         (7,652)        

2,828         (7,244)        
Debt securities
Interest 236            232            
Profit on buy back of debt securities in issue 8                -                
Fair value (losses) / gains (18)            479            

226            711            

Realised exchange losses on debt securities / equity shares (115)          (130)          
Total investment return on financial assets designated at FVTPL 2,939         (6,663)        

Profit on the sale of held to maturity portfolio -                29              

Derivatives designated as held for trading ('HFT')
Income -                11              
Exchange gains -                73              
Fair value losses (3)              (75)            

(3)              9                

Property market / Money market
Income from investment properties 160            163            
Interest 78              100            
Exchange (losses) / gains (29)            53              
Fair value losses on investment property (517)          (1,430)        
Provision on onerous contract (33)            -                

(341)          (1,114)        

Consolidation adjustments (note 1) * (10)            (2)              
Total investment return 2,585         (7,741)        

Total investment return
Income from investment properties 160            163            
Dividends 275            408            
Interest 314            332            
Income from derivatives -                11              
Profit on the sale of held to maturity portfolio -                29              
Profit on buy back of debt securities in issue 8                -                
Exchange losses (144)          (4)              
Unrealised gains / (losses) 2,015         (8,678)        
Provision on onerous contract (33)            -                
Consolidation adjustments (note 1) * (10)            (2)              
Total investment return 2,585         (7,741)        

* €2m (2008: €2m) arises due to different accounting treatment between the bank and the life company. The bank carries the 
liabilities at amortised cost; however, the corresponding assets in the life company are carried at FVTPL. €8m (2008: €nil) 
arises on the consolidation of the movement in the value of properties financed by non recourse inter-group loans.
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28. Taxation

(a)  Analysis of taxation charge

Taxation charged to income statement

2009 2008
€m €m

Current taxation
Charge for current year 4              11             
Adjustments for prior years (1)             (1)              
Taxation charged to income statement 3              10             

(b)  Tax effects of each component of other comprehensive income

 
2009

Gross Tax Net
€m €m €m

Revaluation of property (97)          8              (89)           
Change in currency translation adjustment reserve 1             -               1              
Change in available for sale financial assets 42           (5)             37            
Amortisation of AFS securities reclassified to loans and 
receivables 15             (2)              13             

(39)          1              (38)           

2008
Gross Tax Net

€m €m €m

Revaluation of property (138)          32             (106)          
Change in currency translation adjustment reserve (3)              -                (3)              
Change in available for sale financial assets (43)            5               (38)            
Amortisation of AFS securities reclassified to loans and 
receivables 9               (1)              8               

(175)          36             (139)          
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29. Earnings per share

(a)  Basic EPS 2009 2008

Weighted average ordinary shares in issue and ranking for dividend excluding 
own shares held for the benefit of life assurance policyholders and treasury 
shares 267,934,344 267,608,033

(Loss) / Profit for the year attributable to equity holders (€313m) €49m
EPS (cent) (116.8) 18.3

(b)  Fully diluted EPS 2009 2008

Weighted average number of potential dilutive ordinary shares 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 267,934,344 267,608,033
Fully diluted EPS (cent) (116.8) 18.3

30. Dividends

Cent €m Cent €m
Dividends paid in the year
Final (relating to prior period) -      -                    52.5  145               
Interim -      -                    22.5  62                 
Total Dividends paid in the year -      -                    75.0  207               

Dividends proposed at 31 December -      -                    -        -                    

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares outstanding to assume 
conversion of all dilutive potential ordinary shares. The group's share options are the only category of dilutive potential ordinary 
shares.

At 31 December 2009 and 2008 the adjustment calculation to the weighted average for the effects of dilutive potential ordinary 
shares was nil as the share option exercise prices were all lower than the average share price for the year.

2009 2008
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31. Commitments and contingencies

(a)  Capital commitments

In the normal course of its banking business the group has entered into commitments to lend money as follows:

2009 2008
€m €m

Guarantees and irrevocable letters of credit 6            16          

Commitments to extend credit
- less than one year 402        433        
- one year and over 157        229        
Total commitments to extend credit 559        662        

Commitments to extend credit do not expose the group or company to significant interest rate risk.

(b)  Contingencies

 

The group has entered into commitments to purchase investment properties totalling  €224m (2008: €244m).  As a result of a 
reduction in the market value of investment properties included in the capital commitments, an onerous contract has been 
recognised per note 16: Provisions, which resulted in a negative investment return of €33m as included in note 27: Investment 
return. The group has also entered into commitments to purchase units in external property funds of  €21m (2008: €25m) for the 
inclusion in unit-linked policyholder funds.

At 30 June 2008 the group acquired the remaining 50% of Joint Mortgage Holdings No. 1 Limited (parent of Springboard 
Mortgages Limited) and balances as at 31 December 2008 are included in the consolidated numbers.

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

As part of the agreement in 2001 to dispose of Interstate Life Assurance Company Limited, its wholly owned US subsidiary, the 
group provided certain guarantees in regard to persistency experience on a block of business held by Interstate. The maximum 
amount payable on foot of these guarantees is €7.8m (2008: €8.4m).  The group believe that the crystallisation of this amount is 
unlikely.

Since 31 December 2008, the group has been subject to investigations by a number of statutory bodies including the Financial 
Regulator (Insurance Section) into deposits placed by Irish Life Assurance plc with Anglo Irish Bank plc (on 31 March 2008, 26 
September 2008, 29 September 2008 and 30 September 2008). As at 31 December 2009, these investigations are ongoing.
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Basis of Preparation

Covered Business 

Embedded Value

- 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. 

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:

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. 

The methodology applied to produce the EV information for the year ended 31 December 2009 is consistent with the methodology 
used to produce the EV information for the year ended 31 December 2008, other than as described in note 12: EV assumptions 
relating to the equity volatility rates used in the calculation of the costs of financial options and guarantees. 

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.

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’ (CFO) Forum. For businesses other than life assurance the results have been prepared based on the 
recognition and measurement principles of IFRS issued by the International Accounting Standards Board (IASB) and adopted by 
the EU which were effective at 31 December 2009.

IFRS 4 brings into force phase 1 of the 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 reversed the mismatch which arises under 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 recorded as assets on the statement of financial position. The EV basis restates the policyholder liability relating to 
own shares to the lower of market value or the book cost of the shares. In the year to December 2009, the EV basis has not 
reversed the mismatch as market value was lower than book cost. In the EV basis the marked-to-market movement on the 
liabilities is shown as a movement in shareholder equity, in IFRS this mismatch is included in the movement on the income 
statement.

For all business other than “covered business”, the EV financial information incorporates the same values and earnings included 
in the statutory financial information, determined using the IFRS basis except that impairment of goodwill which is shown in the 
IFRS income statement under operating profit is shown in non operating profit in the EV basis. The statutory based financial 
information brings any change to the value of owner occupied property held in covered business through the Statement of 
Comprehensive Income, 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.



Notes to the EV Basis Supplementary Information
year ended 31 December 2009

Free Surplus and Required Capital 

New Business 

Projection Assumptions 

Risk Discount Rate 

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.

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 conditions at 31 December 2009. 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. Further comments on the assumptions are given in note 12: EV assumptions, below.

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. The PVIF makes no allowance for future planned development expenses 
where such expenses are expected to give rise to future improvements in efficiency. 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. 

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. 

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. The free surplus also allows for the 
regulatory stop loss reinsurance treaty liability offset but a corresponding reduction equal to the regulatory stop loss reinsurance 
treaty liability offset is taken from the PVIF. 

The new business contribution is the present value of future shareholder cash flows 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. 

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.

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. 

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 I 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. 
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The key assumptions are set out in note 12: EV assumptions. 

The market risk margin neutralises the effect of assuming future investment returns in excess of the base risk-free rate.

Financial Options and Guarantees 

Service Companies
All services relating to the covered business are charged on a cost recovery basis. 

Tax 

Analysis of Profit
The profit from the covered business is analysed into three main components: 

- New business contribution 

- 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”);

- 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 reporting 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 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. The main financial options and guarantees and the assumptions used to value them are described in note 13: 
Sensitivity analysis. 

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.

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

The expected investment earnings on the net assets attributable to shareholders are calculated using the future investment 
return assumed at the start of the year. The expected investment earnings allows for interest payable on subordinated debt 
and the fee payable in relation to the stop loss reassurance treaty.

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 stochastic model 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. 

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. 
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Two further items make up the total profit arising from the covered business: 

- Short term investment fluctuations 

- Effect of economic assumption changes 

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 year. 

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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1. Operating (loss) / profit before tax

2009 2008
€m €m

Insurance and investment business
New business contribution 51                     100                  
Profit from existing business
  - Expected return 108                   133                  
  - Experience variances (70)                    -                       
  - Operating assumption changes (1)                      19                    
Expected investment return 14                     32                    
Operating profit before tax 102                  284                  

Banking
Net interest income 375                   473                  
Non-interest income 44                     42                    
Government guarantee (29)                    (8)                     
Trading income (3)                      5                      

387                   512                  
Administrative expenses including depreciation (287)                  (307)                 
Impairment losses on loans and receivables and debt securities (376)                  (204)                 
Impairment of other assets (2)                      -                       

(278)                  1                      
Investment return 8                       29                    
Operating (loss) / profit before tax (270)                30                    

Other activities
Non-interest income 55                     73                    
Administrative expenses including depreciation (77)                    (68)                   
Impairment of other assets (4)                      -                       
Operating (loss) / profit before tax (26)                   5                      

Share of associate / joint venture (2)                      22                    

Total operating (loss) / profit before impairment of goodwill and tax (196)                341                  

Banking
Impairment of goodwill -                        (170)                 

Total operating (loss) / profit before tax (196)                  171                  
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2. Life and investment new business

Life business 2009 2008
€m €m

Present value of new business premiums (PVNBP)

  Single premium 1,459                1,561               

  Regular premium 202                   355                  

  Regular premium capitalisation factor 4.6                    4.5                   

PVNBP 2,398                3,152               

Annual premium equivalent (APE) 348                   511                  

New business contribution 40                     77                    

New business margin
   PVNBP 1.6% 2.4%

   APE 11.4% 15.1%

ILIM 2009 2008
€m €m

Present value of new business premiums (PVNBP) 1,908                2,028               

Annual premium equivalent (APE) 191                   203                  

New business contribution 11                     23                    

New business margin
   PVNBP 0.6% 1.1%

   APE 5.9% 11.4%

Total new business 2009 2008
€m €m

Present value of new business premiums (PVNBP) 4,306                5,180               

Annual premium equivalent (APE) 539                   714                  

New business contribution 51                     100                  

New business margin
   PVNBP 1.2% 1.9%

   APE 9.4% 14.0%
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3. Taxation

2009 2008
€m €m

Life operations *
Operating profit (12)                    (24)                   
Short term investment fluctuations 15                     (20)                   
Effect of economic assumption changes 11                     (24)                   

14                     (68)                   
Banking Operations

Banking operating profit 24                     (10)                   
Release deferred tax -                        14                    

24                     4                      

Other operations 2                       (1)                     

40                    (65)                   

* The 2009 EV life tax charge due to the increase in investment markets reflects a small reversal of the reduction
in 2008 of the tax appropriation from net life unit-linked policies. The 2008 EV life tax charge reflects a reduction
in current and future tax policies as a result of the fall in investment markets in 2008. The movement in short term
investment fluctuations of €640m negative attracted a tax charge of €20m as a consequence.

4. Analysis of (loss) / profit after tax

Gross Tax Net
€m €m €m

Operating loss
Insurance and investment business 102                  (12)                    90                    
Banking (270)                 24                     (246)                 
Other (26)                   2                       (24)                   
Share of associate (2)                     -                        (2)                     

Operating loss (196)                 14                     (182)                 

Impairment of goodwill -                       -                        -                       
Operating (loss) / profit (196)                 14                     (182)                 

Short term investment fluctuations (68)                   15                     (53)                   
Effect of economic assumption changes (38)                   11                     (27)                   
Adjustment on inter operating segments (17)                   -                        (17)                   

(319)               40                    (279)                 

Gross Tax Net
€m €m €m

Operating profit
Insurance and investment business 284                  (24)                    260                  
Banking 30                    (10)                    20                    
Other 5                      (1)                      4                      
Share of associate / joint venture 22                    -                        22                    

Operating profit before impairment of goodwill 341                  (35)                    306                  

Impairment of goodwill (170)                 -                        (170)                 
Operating profit 171                  (35)                    136                  

Short term investment fluctuations (640)                 (20)                    (660)                 
Effect of economic assumption changes 105                  (24)                    81                    
Release of deferred tax -                       14                     14                    

(364)                 (65)                    (429)                 

2008

2009
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5. Shareholders' equity

2009 2008
€m €m

Insurance and investment business 1,642               1,649               

Banking 643               865                  

Other activities 48                    71                    

Associate undertaking / joint venture 122                  139                  

Goodwill 70                    66                    

2,525               2,790               

Non controlling interest -                       (1)                     

Adjustment on inter operating segments (17)                   -                       

Deduction in respect of own shares held for the benefit
of life assurance policyholders (23)                   (14)                   

Shareholders' equity 2,485             2,775               

Insurance and investment net assets are analysed as follows:

2009 2008
€m €m

Property 163                  159                  
Equities 13                    14                    
Debt securities 69                    78                    
Deposits 449                  399                  
Other assets and liabilities 84                    126                  
Subordinated debt (212)                 (207)                 

566                  569                  
Shareholder value of in-force business 1,076               1,080               

1,642             1,649               

In addition to the property exposure detailed above, the group has entered into commitments to purchase investment
properties totalling  €224m (2008: €244m).  As a result of a reduction in the market value of investment properties
included in the capital commitments, an onerous contract has been recognised in other liabilities, which resulted in
a negative investment return of €33m. This negative investment return is included in short term investment
fluctuations.
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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 569                  1,080                1,649               
Operating profit after tax 120                  (30)                    90                    
Short term investment fluctuations (109)                 56                     (53)                   
Effect of economic assumption changes 3                      (30)                    (27)                   
Capital movements (17)                   -                        (17)                   
Shareholders' equity as at 31 December 566                1,076              1,642               

Net Worth VIF Total
€m €m €m

Shareholders' equity as at 1 January 587                  1,460                2,047               
Operating profit after tax 289                  (29)                    260                  
Short term investment fluctuations (253)                 (407)                  (660)                 
Effect of economic assumption changes 25                    56                     81                    
Capital movements (79)                   -                        (79)                   
Shareholders' equity as at 31 December 569                  1,080                1,649               

The required capital at 2009 is €634m (2008: €626m).  €208m (2008: €205m) 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 €140m (2008: €118m) in respect of the cost of maintaining the required capital and net of a deduction
of €46m (2008: €77m) in respect of the time value of financial option and guarantee costs.

Analysis of insurance and investment operating profit after tax

Net Worth VIF Total
€m €m €m

New business contribution* (74)                   112                   38                    
Profit from existing business

Expected return* 161                  (63)                    98                    
Experience variances* 12                    (70)                    (58)                   
Operating assumption changes 9                      (9)                      -                       
Expected investment return 12                    -                        12                    

Operating profit after tax 120                (30)                   90                    

Analysis of insurance and investment operating profit after tax

Net Worth VIF Total
€m €m €m

New business contribution* (88)                   174                   86                    
Profit from existing business

Expected return* 242                  (116)                  126                  
Experience variances* 85                    (87)                    (2)                     
Operating assumption changes 22                    -                        22                    
Expected investment return 28                    -                        28                    

Operating profit after tax 289                  (29)                    260                  

* New business contribution includes €44m (2008: €59m) net worth effect and negative €44m (2008: negative €59m)
VIF effect due to stop loss reassurance treaty. Expected return includes negative €34m (2008: €nil) net worth effect
and positive €34m (2008: €nil) VIF effect due to treaty. Experience variance includes positive €12m (2008: positive
€66m) net worth effect due to treaty and negative €12m (31 December 2008: negative €66m) VIF effect due to treaty.

2009

2008

2009

2008
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6. Non controlling interest

2009 2008
€m €m

Non controlling interest in subsidiary
Opening balance as at 1 January 1                       13                    
Total comprehensive income -                        3                      
Acquisition of non controlling interest (1)                      (15)                   
Closing balance as at 31 December -                       1                      

7. Management expenses

2009 2008
€m €m

Administrative expenses 522                   543                  
Depreciation 30                     31                    
Amortisation of intangible assets 20                     19                    

572                  593                  

Analysed as follows:
Banking operations
  Operational 274                   304                  
  Restructuring / non operational costs 13                     3                      
Life and investment operations  
  Operational 191                   211                  
  Restructuring / non operational costs 17                     7                      
Other operations (includes corporate costs)
  Operational 62                     68                    
  Restructuring / non operational costs 15                     -                       

572                  593                  

Administration expenses include €4m (2008: €3m) for rent paid by the bank to the life company in respect of the bank
headquarters. These expenses are eliminated on consolidation in the EU IFRS result.

8. Loans and receivables to customers

2009 2008
€m €m

Residential mortgage loans 34,740              35,102             
Commercial mortgage loans 2,386                2,403               
Finance lease, instalment finance and term loans 1,749                2,381               

38,875              39,886             
Money market funds / repurchase agreements 211                   352                  
Deferred fees, discounts and fair value adjustments 430                   401                  

39,516              40,639             
Provision for impairment of loans and receivables (477)                  (139)                 
Inter-group loans and receivables (447)                  (425)                 

38,592            40,075             
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9. Funds under management

2009 2008
€m €m

Funds managed on behalf of unit-linked policyholders 24,536              21,184             
Funds managed on behalf of non-linked policyholders 2,296                2,288               

26,832              23,472             
Off-balance sheet funds 3,945                3,854               

30,777            27,326             

10. 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:

2009 2008

267,934,344     267,608,033    

8,390,093         8,510,390        

276,324,437     276,118,423    

(Loss) for the year attributable to equityholders (€279m) (€433m)

(101 cent) (156.8 cent)

(€182m) €306m

(65.9 cent) 110.8 cent

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

Operating profit before impairment of goodwill (before minority interest) after 
tax for the year

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

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

Weighted average ordinary shares held for the benefit of life assurance 
policyholders

Weighted average ordinary shares in issue and ranking for dividend including 
own shares held for the benefit of life assurance policyholders
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11. Reconciliation of shareholders' equity on EU IFRS basis to EV basis

Net worth VIF Total 
€m €m €m

1,276               730                   2,006               
Change insurance shareholder value of in-force to post tax basis 121                  (121)                  -                       
Shareholder value of in-force on investment contracts - 663                   663                  
Changes in presentation of cost of FOGs 44                    (44)                    -                       
Deferred front end fees on investment contracts 102                  - 102                  
Deferred acquisition costs on investment contracts (245)                 - (245)                 
Restatement of investment liabilities to regulatory basis (72)                   - (72)                   
Goodwill reclassification on acquisition of non controlling interest (5)                     5                       -                       
Change in the basis of deferred tax provisioning 37                    (10)                    27                    
Impact of stop loss reinsurance treaty 147                  (147)                  -                       
Other 4                      -                        4                      

1,409               1,076                2,485               

Net worth VIF Total 
€m €m €m

1,560               787                   2,347               
Change insurance shareholder value of in-force to post tax basis 99                    (99)                    -                       
Shareholder value of in-force on investment contracts - 600                   600                  
Changes in presentation of cost of FOGs 82                    (82)                    -                       
Deferred front end fees on investment contracts 117                  - 117                  
Deferred acquisition costs on investment contracts (256)                 - (256)                 
Restatement of investment liabilities to regulatory basis (74)                   - (74)                   
Goodwill reclassification on acquisition of non controlling interest (5)                     5                       -                       
Change in the basis of deferred tax provisioning 36                    (6)                      30                    
Impact of stop loss reinsurance treaty 125                  (125)                  -                       
Other 11                    -                        11                    

1,695               1,080                2,775               

All of the above adjustments relate to the application of IFRS 4 including the tax implications.

The stop loss reinsurance adjustment reflects that under EU IFRS no net worth offset is accounted for whereas under EV a 
regulatory offset is accounted for and is reflected in EV net worth but a corresponding opposite adjustment is reflected in EV VIF.

EV basis shareholders' equity excluding non controlling interest as at 31 
December

Statutory shareholders' equity excluding non controlling interest as at 31 
December

EV basis shareholders' equity excluding non controlling interest as at 
31 December

Statutory shareholders' equity excluding non controlling interest as at 
31 December

2008

2009
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12. EV Assumptions

2009 2008 2007

Equity risk premium 3.0% 3.0% 3.0%
Property risk premium 2.0% 2.0% 2.0%

Risk free rate 4.6% 4.1% 4.4%
Non market risk margin 2.1% 2.1% 2.1%
Market risk margin 0.8% 0.8% 1.3%
Risk discount rate 7.5% 7.0% 7.8%

Investment return
- Fixed interest 1.1% - 4.2% 2.7% - 4.3% 3.9% - 4.7%
- Equities 7.6% 7.1% 7.4%
- Property 6.6% 6.1% 6.4%

Expense inflation 3.0% 3.0% 4.5%

Other assumptions

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)

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.

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 FOG cost;

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 Irish 
Government 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.

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. However there was a 
deterioration in persistency experience in 2009. The deterioration is believed to be a temporary phenomenon which will improve 
gradually through 2010. It has therefore been disregarded in setting the long term persistency assumption but a provision for 
additional adverse persistency experience in 2010 has been held. Persistency experience will continue to be monitored closely.

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.
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12. EV Assumptions (continued)

The statistics relating to the model used  are set out in the following table:

As at 31 December 2009
Mean1 StDev2 Mean1 StDev2

European Assets (Euro)

Bonds 4.7% 3.3% 5.6% 7.3%
Equities, Property 4.7% 25.7% 5.6% 28.4%

UK Assets (Sterling)

Bonds 4.3% 2.8% 4.8% 6.1%
Equities 4.3% 23.9% 4.8% 25.9%

As at 31 December 2008
Mean1 StDev2 Mean1 StDev2

European Assets (Euro)

Bonds 4.4% 3.9% 5.4% 8.7%
Equities, Property 4.4% 26.8% 5.4% 30.3%

UK Assets (Sterling)

Bonds 3.6% 2.8% 4.2% 6.1%
Equities 3.6% 23.8% 4.2% 25.9%

1.

2.

                10-Year Return              20-Year Return

                10-Year Return              20-Year Return

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 model is used to derive the cost of FOGs. The model is calibrated to the Irish government yield 
curve and extrapolated at longer durations where no Irish government bonds exist. The equity volatility rate used in the model is 
calibrated to the market implied equity volatility rate at 31 December 2009. The model used at 31 December 2008 was calibrated 
to the average of the historic and the market implied equity volatility rates at that time. Ten years of historical weekly data are 
used to derive the correlation between the returns on 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 risk neutral nature of the model means that all asset classes have the same expected return. No value is added by 
investing in riskier assets with a higher expected rate of return. The Means quoted above reflect this.

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.
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13. Sensitivity calculations

A number of sensitivities have been produced on alternative assumption sets to reflect the sensitivity of the continuing
operations embedded value and the continuing operations new business contribution to changes in key assumptions.
The details of each sensitivity are set out below:

- 1% variation in discount rate – a one percentage point increase/decrease in the risk margin has been assumed in
each case (meaning a 1% increase in the risk margin at end 2009 would result in a 3.9% risk margin and an 8.5%
risk discount rate).

- 1% variation in interest rates – a one percentage point increase/decrease in interest rates including any related
changes to risk discount rates, valuation bases and non linked assets (meaning a 1% increase in interest rates at
end 2009 would increase investment returns by 1% for each year in the future and increase the risk discount rate
to 8.5%). Therefore this sensitivity includes the effect on the life net worth.  

- 1% increase in equity/property yields - a one percentage point increase in the equity/property assumed investment
returns, excluding any related changes to risk discount rates or valuation bases, has been assumed (meaning a
1% increase in equity returns would increase assumed total equity returns from 7.6% to 8.6%).

- 10% decrease in equity/property values - a ten percentage point decrease in the market value of equity/property
assets, including any related changes to valuation reserves and life shareholder net assets. Therefore this
sensitivity includes the effect on the life net worth.

- 10% decrease in maintenance expenses including any related changes to valuation expense bases and
excluding any potential change to reviewable policy fees (meaning a 10% reduction on a base assumption of  €10
per annum would result in a €9 per annum expense assumption).

- 10% improvement in assumed persistency rates, incorporating a 10% reduction in lapse, surrender and premium
cessation assumptions (meaning a 10% reduction on a base assumption of 7% would result in a 6.3% lapse
assumption).

- 5% decrease in both mortality and morbidity rates including any related changes to valuation bases and excluding
any potential change to reviewable risk charging bases (meaning if base experienced mortality is 90% of a
standard mortality table then for this sensitivity the assumption is set to 85.5% of the standard table).

The sensitivities allow for any material impact on the cost of financial options and guarantees caused by the changed
assumption. 

(a)   Economic Assumptions

As issued 
EV

Effect of 1% 
higher risk 

discount rate

Effect of 1% 
lower risk 

discount rate

€m €m €m
Embedded value at 31 December 2009         1,642                 (113)                  128 
2009 new business contribution              51                   (15)                    18 
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13. Sensitivity calculations (continued)

(b) Market sensitivities - equity/property and fixed interest yields

As issued 
EV

Effect of 1% 
higher fixed 

interest yields 

Effect of 1% 
lower fixed 

interest yields

Effect of 1% 
higher 

equity / 
property 

yields
€m €m €m €m

Embedded value at 31 December 2009         1,642                     (9)                    12                 44 
2009 new business contribution              51                      2                     (3)                   5 

(c)   Market sensitivities - equity/property values

As issued 
EV

Effect of 10%
decrease in 

equity/ 
property 

values
€m €m

Embedded value at 31 December 2009         1,642                 (100)

(d)   Operational assumptions

As issued 
EV

Effect of 10%
decrease in 

maintenance 
expenses

Effect of 10%
improvement 

in assumed 
persistency 

rates

Effect of 5% 
decrease in 
mortality & 

morbidity 
rates*

€m €m €m €m

Embedded value at 31 December 2009         1,642                    52                    52                 23 
2009 new business contribution              51                      7                    10                   2 

*The sensitivity results above for a 5% decrease in mortality and morbidity rates includes a €8m reduction in
the embedded value at 31 December 2009 and a €nil effect on the 2009 new business contribution from the
effect of a 5% reduction in the annuity mortality rate.
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