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Darta Saving Life Assurance dac

Directors’ Report

The Directors present their report and the audited financial statements for the financial year ended 31
December 2017.

Principal activity, review of key performance indicators and future developments

The Company is authorised in Ireland to transact life assurance business in the European Union (“EU”) under
the Solvency II Directive (2009/l38/EC) as introduced into domestic Irish Legislation by the EU (Insurance
and Reinsurance) Regulations 2015, effective 1 January 2016.

The Company’s main business is the sale of single premium policies in Italy, under which the risk related to
the underlying investments is carried by the policyholders.

The Company had significant sales for 2017 of €3,075m, 19% above the previous year (2016: €2,585m). The
largest contributing products of total sales were Challenge and Challenge Plus 77% (2016: 70%), Blazar 14%
(2016: 18%), Private Insurance contracts 3% (2016: 5%), Progetto Reddito 3% (2016: 4%), Personal Target
1% (2016: 2%) and Bonus Builder 2% (2016: Nil). These sales relate to investment contracts and are not
included in “Net premiums written and earned” in the Statement of Profit and Loss, in accordance with 1AS39
(see Note 16 “Financial liabilities”). The amount of net insurance premiums reported in the Statement of Profit
and Loss is €4m (2016: €2m) due to the unbundling of insurance contracts in line with the Company’s
accounting policy under IFRS 4 (see Note 3).

During the year gross fee income of €269m was earned, 23% above the previous year (2016: €219m). Total
policyholder funds stood at a record €15,700m (2015: €13,471m) at the financial year end, driven by net
inflows of€l,665m (2016: €1,338m) and net income, expenses and capital gains of €564m (2016: €l8lm).

Claims incurred during the year amounted to €l,409m (2016: €1,247m). The increase in claims in 2017 was
expected as the book of business increases and matures and this trend is expected to continue into the future.

It is the Company’s objective to achieve a satisfactory level of profitability for its shareholder, whilst taking
into account statutory, financial and regulatory requirements and the reasonable expectations of its
policyholders. In these circumstances, the Directors are very satisfied with the Company’s performance during
2017 and consider that it is well placed to continue its development.

During 2017, the Company launched and commenced sales of a new version of the Blazar product called
“Bonus Builder”. The product has a fidelity bonus attached which will be paid to the policyholders through
the allocation of additional units at the end of specific periods. This product is accounted for as an investment
product under lAS 39 while the bonus element payable of €294k as at 31 December 2017 (2016: €nil) is
accounted for under lAS 37 provisions.

In line with the Company strategy to diversify its distribution channel and product range, during the year the
Company carried out some new developments, including the sale of versions of its unit linked products by
various non-Group distributors in Italy and Lithuania. These new developments are expected to grow over the
coming years.
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Darta Saving Life Assurance dac

Directors’ Report (continued)

Result for the financial year and the state of affairs at the financial year end

The result for the Company for 2017 is set out in the Statement of Profit and Loss on page 14, and this shows
a net profit from total operations of €58.3m, after taxation, compared with a previous net profit of €44.lm for
2016. The profit for 2017 has been driven by strong sales and strong market performance.

The Company’s Statement of Financial Position is set out on pages 16 and 17, and this shows that
shareholders’ equity at the financial year end was €303.6m, compared with €256.4m at the end of 2016.

Note 15 to the financial statements on page 46 confirms that the Company had a satisfactory surplus over
regulatory Solvency II capital requirements at year end.

Dividends

In 2017, the Directors approved and paid a dividend of €2.00 per share (2016: €4.00 per share) amounting to
€10,000,000 (2016: €20,000,000) in total, in respect of the financial year ended 31 December 2017.

Risk management objectives and policies

Ultimate responsibility for the Company’s internal controls, including risk management, rests with the
Directors of the Company. Management are responsible for monitoring, measuring, controlling and reporting
on the risks connected with the Company’s activities on a day to day basis.

The Directors acknowledge the importance of effective corporate governance and risk management processes,
to ensure the Company’s continuing compliance with all applicable laws and regulations and to safeguard the
Company’s value and reputation. These processes are kept under review so improvements can be made that
take account of best practice, increasing regulatory requirements and the requirements of its parent group.

The Company is subject to and complies with the Corporate Governance Requirements for Insurance
Undertakings 2015 (the “Requirements”) as issued by the Central Bank of Ireland. The Directors note the
Company is not subject to the requirements of Appendix I to the Requirements applying to High Impact
designated insurance undertakings.

The Board is assisted in its governance by the operation of a number of committees, two of which, the Audit
Committee and the Risk Committee, have roles in the development and monitoring of the Company’s internal
control and risk management systems. The Audit Committee is chaired by an Independent Non-Executive
Director and the Risk Committee is chaired by an Non-Executive Director.

Information on the main financial risks and uncertainties that the Company faces and how these are managed
is outlined in Note 2 to the financial statements.

Composition of Group

The Company is a wholly owned subsidiary of Allianz S.p.A., a company incorporated in Italy. The
Company’s ultimate parent company is Allianz SE, a company incorporated in Germany.

Directors

The names of persons who were Directors at any time during the financial year 2017 are set out on page 2.
Patricia Colton and Fabiana Rossaro were appointed to the Board on 1 November 2017 and 17 November
2017 respectively. Philip Clarke and Mauro Re resigned from the Board on 8 August 2017 and 14 September
2017 respectively.
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Darta Saving Life Assurance dac

Directors’ Report (continued)

Directors and secretary and their interests

The Company has no disclosures to make under Section 329 of the Companies Act, 2014 with regard to the
interests of the Directors and Secretary who held office at 31 December 2017 in the shares or debentures or
loan stock of the Company or of group companies at the beginning or end of the year.

Accounting records

The Directors believe that they have complied with the requirements of Section 281 of the Companies Act
2014 with regard to adequate accounting records by employing a service provider and personnel with
appropriate expertise and by providing adequate resources to the financial function. The accounting records of
the Company are maintained at the premises of its service provider, Irish Progressive Services International
Limited, at Block C, Irish Life Centre, Lower Abbey Street, Dublin 1.

Events since the financial year end

There have been no material events since the reporting date requiring amendment to the financial statements.

Independent Auditor

The auditor, KPMG, will be replaced in 2018 by PricewaterhouseCoopers in line with the legal requirements
for mandatory auditor rotation under Statutory Instrument 312 of 2016. Accordingly the 2017 financial
statements will be the last upon which KPMG shall express an opinion as independent auditors. The Board
wish to thank KPMG for their services.

Statement of relevant audit information

The Directors listed on page 2 have confirmed that:
• So far as they are aware, there is no relevant audit information of which the Company’s statutory

auditors are unaware; and
• Each Director has taken all of the steps they ought to have taken as Director in order to be aware of

any relevant audit information and to establish that the Company’s statutory auditors are aware of that
information.

Directors’ Compliance Statement

The Directors acknowledge that they are responsible for securing the Company’s compliance with its relevant
obligations and confirm that:

• Company’s corporate governance framework, documented in Company’s internal policies, sets out the
requirements to ensure compliance with relevant obligations;

• Appropriate arrangements and structures have been put in place that are, in the Directors’ opinion
designed to secure material compliance with the Company’s relevant obligations;

• A review has been completed during the financial year to which the report relates, of any
arrangements or structures that have been put in place.
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Darta Saving Life Assurance dac

Directors’ Report (continued)

Appreciation

The Directors wish to thank everyone who has contributed to the Company’s continuing development, in
particular our policyholders, our employees, our distributors, our service providers and our advisors.

The financial statements were approved by the Board of Directors on 12 March 2018, and signed on its behalf
by:

Date: 12 March 2018

Director
ingston

Director
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Darta Saving Life Assurance dac

Statement of Directors’ responsibilities in respect of the Directors’ Report and
financial statements

The Directors are responsible for preparing the Directors’ Report and financial statements in accordance with
applicable law and regulations.

Company Law requires the Directors to prepare financial statements for each financial year. Under that law,
the Directors have elected to prepare the financial statements in accordance with International Financial
Reporting Standards (“IFRS”) adopted by the EU.

Under company law, the Directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the assets, liabilities and Financial Position of the Company and of its profit or loss
for that financial year. In preparing the financial statements, the Directors are required to:

• select suitable accounting policies and then apply them consistently;
• make judgements and estimates that are reasonable and prudent;
• state whether they have been prepared in accordance with IFRS as adopted by the EU; and
• prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

Company will continue in business.

The Directors are responsible for keeping adequate accounting records which disclose with reasonable
accuracy at any time the assets, liabilities, Financial Position and profit or loss of the Company and enable
them to ensure that the financial statements comply with the Companies Act 2014. They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Company and
to prevent and detect fraud and other irregularities. The Directors are also responsible for preparing a
Directors’ Report that complies with the requirements of the Companies Act 2014.

On behalf of the board

Date: 12 March 2018

Director Director
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KPMG
Audit
1 Harbourmaster Place
IFSC
Dublin 1
DOl F6F5
Ireland

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF DARTA SAVING LIFE
ASSURANCE DAC

I Opinion: our opinion is unmodified

We have audited the financial statements of Darta Saving Life Assurance dac (the Company”) for the
year ended 31 December 2017 which comprise the Statement of Profit and Loss, Statement of Other
Comprehensive Income, Statement of Financial Position, Statement of Changes in Equity, Statement
of Cash Flows and the related notes, including the basis of preparation and accounting policies set
out in Note 1. The financial reporting framework that has been applied in their preparation is Irish Law
and International Financial Reporting Standards (‘IFRS”) as adopted by the European Union.

In our opinion, the financial statements:

• give a true and fair view of the assets, liabilities and financial position of the Company as at
31 December 2017 and of its profit for the year then ended;

• have been properly prepared in accordance with IFRS as adopted by the European Union;
and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (Ireland) (‘ISA5
(Ireland)”) and applicable law. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities section of our report. We believe that the audit evidence we have obtained
is a sufficient and appropriate basis for our opinion. Our audit opinion is consistent with our report to
the audit committee.

We were appointed as auditor by the shareholders on 19 February 2003. The period of total
uninterrupted engagement is the fifteen years ended 31 December 2017. We have fulfilled our ethical
responsibilities under, and we remained independent of the Company in accordance with, ethical
requirements applicable in Ireland, including the Ethical Standard issued by the Irish Auditing and
Accounting Supervisory Authority (IAASA) as applied to public interest entities. No non-audit services
prohibited by that standard were provided.

2 Key audit matters: our assessment of risks of material misstatement

Key audit matters are those matters that, in our professional judgment, were of most significance in
the audit of the financial statements and include the most significant assessed risks of material
misstatement (whether or not due to fraud) identified by us, including those which had the greatest
effect on: the overall audit strategy; the allocation of resources in the audit; and directing the efforts of
the engagement team. These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF DARTA SAVING LIFE 

ASSURANCE DAC (Continued) 

In arriving at our audit opinion above we determine that there were three key audit matters as follows: 

Valuation of financial liabilities- investment contracts €15,700m (2016 -
€13,471m) 
Refer to page 25 (accounting policy) and page 47 (financial liabilities) 

The key audit matter 

Financial liabilities - investment 
contracts is the single largest liability 
for the Company, representing 99% 
of total liabilities. 

We do not consider the valuation of 
the financial liabilities to be a high risk 
of material misstatement or to be 
subject to a significant level of 
judgement but because of their 
materiality in the context of the 
financial statements, we considered 
them a key focus of our audit.

How the matter was addressed in our audit 

Our procedures included but were not limited to: 

Understanding and assessing the design and 
implementation and test of operating effectiveness of key 
policyholder asset and liability controls performed by the 
Company's service provider. 

Assessing whether the service provider's auditors were 
professionally competent and that the scope of the controls 
tested and the related reporting were appropriate. 

Obtaining and re-performing the year end asset and liability 
reconciliation and verifying the asset and liability totals to 
source information. Tracing material reconciling amounts to 
corroborating audit evidence. 

With the support of our own actuarial specialist, evaluated 
the Company's actuarial practices over policyholder asset 
and liability matching, by reference to industry practice. We 
also considered the work and findings of the Company's 
own actuaries. 

We found the valuation of the Company's financial liabilities 
to be reasonable. 
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF DARTA SAVING LIFE 

ASSURANCE DAC (Contillued) 

Valuation and ownership of investments €15,760m (2016 €13,531m) 
Refer to page 24-28 (accounting policy) and page 42 (financial assets) 

The key audit matter 

The investments represent the 
principal element (97%) of the total 
assets disclosed in the Statement of 
Financial Position and single largest 
asset for the Company. 

How the matter was addressed in our audit 

Our procedures included but were not limited to: 

Testing the valuation of the investments by agreeing the 
prices used to independent third party sources. 

Assessing the design and implementation and operating 
The valuation of the portfolio involves effectiveness of the key controls operating within the related 
a degree of judgement in selecting service provider. 
the valuation basis for each 
investment. Assessing whether the service provider's auditors were 

professionally competent and that the scope of the controls 
tested and reporting were appropriate. 

Verifying the ownership of the investment portfolio by 
agreeing the investments to independently obtained 
depositary confirmations. 

We found the valuation and the ownership of the investment 
portfolio to be reasonable. 

Italian Tax Asset €258 million (2016 - €215 million)
Refer to pages 24 (accounting policy) and pages 39 - 40 (advance payment of Italian policyholders'
tax) 

The key audit matter 

The Company elects to avail of the 
Sostituto d'imposta regime. This 
results in the Company collecting tax 
at source on income and gains from 
policyholder payments. The 
Company pays out 0.45% of its 
closing annual policyholder liability to 
the Italian fiscal authorities on an 
annual basis. These payments give 
rise to the Advance claims tax. 

There are four mechanisms that allow 
for the recovery of the Advance 
claims tax. The Company currently 
utilises two of these mechanisms and 
expects the asset to be largely 
recovered within five years of the 
Statement of Financial Position date. 

How the matter was addressed in our audit 

Our procedures included but were not limited to: 

Understanding and assessing the design and 
implementation of key controls performed by management 
in respect of the calculation of the Italian tax asset. 

Re-performing and evaluating the calculation of the Italian 
tax asset, including the period of recovery, for indications of 
impairment. 

Corroborating our understanding of the operation of the 
Sostituto d'imposta tax regime and applicable taxation rates 
with the Italian KPMG network firm. 

Using our understanding of the business to challenge the 
expected recovery mechanisms and recovery period of the 
Italian tax asset and considering the range of interpretation 
of the applicable tax legislation in the jurisdiction. 

The recoverability of this tax asset Assessing whether the extent of the disclosures made, in 
denotes an area of complexity for our relation to Italian tax asset were appropriate. 
audit. 

We found the valuation of the Italian tax asset to be 
reasonable. 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF DARTA SAVING LIFE
ASSURANCE DAC (Contiittied)

3 Our application of materiality and an overview of the scope of our audit

Materiality for the financial statements as a whole was set at €5.1 million (2016: €3.8 million)
determined with reference to a benchmark of profit before tax (of which it represents 8% (2016: 8% of
profit before tax)). We consider profit before tax to be the most appropriate benchmark as it provides
a more stable measure year on year than net assets, total assets or total income. We compared our
materiality to other relevant benchmarks, such as total assets, total income and net assets to ensure
the materiality selected was appropriate for our audit.

We reported to the Audit Committee any corrected or uncorrected identified misstatements exceeding
€0.255 million (2016: €0191 million) in addition to other qualitative misstatements that warranted
reporting on qualitative grounds.

Our audit of the Company was undertaken to the materiality level specified above and was all
performed at the Company’s head office at Maple House, Temple Road, Blackrock, Dublin.

4 We have nothing to report on going concern

We are required to report to you if we have concluded that the use of the going concern basis of
accounting is inappropriate or there is an undisclosed material uncertainty that may cast significant
doubt over the use of that basis for a period of at least twelve months from the date of approval of the
financial statements. We have nothing to report in these respects.

5 We have nothing to report on the other information in the annual report

The directors are responsible for the other information presented in the Annual report together with
the financial statements. The other information comprises the information included in the directors’
report and directors responsibility statement other than the financial statements and our auditor’s
report thereon. Our opinion on the financial statements does not cover the other information and,
accordingly, we do not express an audit opinion or, except as explicitly stated below, any form of
assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether, based on our
financial statements audit work, the information therein is materially misstated or inconsistent with the
financial statements or our audit knowledge. Based solely on that work we have not identified material
misstatements in the other information.

Based solely on that work on the other information,

• we have not identified material misstatements in the directors’ report;
• in our opinion, the information given in the directors’ report is consistent with the financial

statements;
• in our opinion, the directors’ report has been prepared in accordance with the Companies Act 2014.

6 Our opinions on other matters prescribed by the Companies Act 2014 are unmodified

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

In our opinion, the accounting records of the Company were sufficient to permit the financial
statements to be readily and properly audited and the Company’s Statement of Financial Position and
Statement of Profit and Loss are in agreement with the accounting records.

12



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF DARTA SAVING LIFE
ASSURANCE DAC (Coittiutted)

7 We have nothing to report on other matters on which we are required to report by exception

The Companies Act 2014 requires us to report to you if, in our opinion, the disclosures of directors’
remuneration and transactions required by sections 305 to 312 of the Act are not made.

B Respective responsibilities

Directors’ responsibilities

As explained more fully in their statement set out on page 8, the directors are responsible for: the
preparation of the financial statements including being satisfied that they give a true and fair view;
such internal control as they determine is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error; assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern; and
using the going concern basis of accounting unless they either intend to liquidate the Company or to
cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue our opinion in an
auditor’s report. Reasonable assurance is a high level of assurance, but does not guarantee that an
audit conducted in accordance with ISAs (Ireland) will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of the financial statements. Misstatements can arise from fraud, other irregularities or error
and are considered material if, individually or in aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of the financial statements. The risk of
not detecting a material misstatement resulting from fraud or other irregularities is higher than for one
resulting from error, as they may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control and may involve any area of law and regulation not just those
directly affecting the financial statements.

A fuller description of our responsibilities is provided on IAASA’s website at
https://www.iaasa. ie/getmedia/b23890 13-1 cf6-458b-9b8f-
a98202dc9c3a/Description of auditors responsiblities for audit.pdf.

9 The purpose of our audit work and to whom we owe our responsibilities

Our report is made solely to the Company’s members, as a body, in accordance with section 391 of
the Companies Act 2014. Our audit work has been undertaken so that we might state to the
Company’s members those matters we are required to state to them in an auditor’s report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company’s members, as a body, for our audit work, for our
r oil, or for the opinions we have formed.

Hubert Crehan Date: 12 March 2018
for and on behalf of
KPMG
Chartered Accountants, Statutory Audit Firm
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Darta Saving Life Assurance dac

Statement of Profit and Loss
for thefinancialyear ended 31 December 2017

2017 2016

Note €‘OOO €‘OOO

Gross premiums written 4,948 2,585
Outward reinsurance premiums (1,037) (568)

Net premiums written and earned 3 3,911 2,017

Investment return 4 833,339 394,206

Fees and other income/(expense) 5 282,223 231,746

Total income 1,119,473 627,969

Change in investment contract liabilities 16 (828,844) (389,299)

Change in technical provisions for insurance contracts 17 (40) (32)

Total change in technical provisions (828,884) (389,331)

Insurance claims and benefits incurred (150) (70)
Ceded insurance claims and benefits incurred 131 63

Claims paid net of reinsurance (19) (7)

Acquisition and administration expenses 6 (223,764) (188,194)

Profit before taxation 66,806 50,437

Taxation 7 (8,483) (6,306)

Profit for the financial year attributable to equity holders 58,323 44,131

The accounting policies and the notes on pages 20 to 51 form an integral part of these financial statements.
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Darta Saving Life Assurance dac

Statement of Other Comprehensive Income
for thefinancialyear ended 31 December 2017

2017 2016

€,000 €‘OOO
Items that may be reclassified subsequently to the Statement of
Profit and Loss
Movements in financial assets available for sale (“AFS”):

- fair value movement (1,192) 129

- deferred tax effect of fair value movement 149 (16)

Net (losses)! gains recognised in equity (1,043) 113

Profit for the financial year 58,323 44,131

Total comprehensive income 57,280 44,244

The accounting policies and the notes on pages 20 to 51 form an integral part of these financial statements.
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Darta Saving Life Assurance dac

Statement of Financial Position
as at 31 December2017

2017 2016

Note €‘OOO €‘OOO
Assets

Cash and cash equivalents 67,181 78,699

Other receivables 11 29,104 23,470

Deferred Tax Asset 7 299 149

Shareholder financial assets

Investments available for sale 10 59,463 60,655

Advance payment of Italian Policyholders’ Tax 8 257,582 214,831

Deferred acquisition costs 9 68,493 58,632

Policyholder financial assets

Investments at fair value through profit or loss 10 15,700,184 13,470,827

Total assets 16,182,306 13,907,263

The accounting policies and the notes on pages 20 to 51 form an integral part of these financial statements.
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Darta Saving Life Assurance dac

Statement of Financial Position (continued)
as at 31 December 2017

Total liabilities and shareholder’s equity

2017

€‘ooo

5,000
51,000
(2,089)

249,730

303,641

16,182,306

2016

€‘OOO

5,000
51,000
(1,046)

201,407

256,361

13,907,263

The accounting policies and the notes on pages 20 to 51 form an integral part of these financial statements.

On behalf of the board

Date: 12 March 2018

Note
Shareholder’s equity
Called up share capital 13
Capital contributions 14
Available for sale reserve
Profit and loss reserve

Total Shareholder’s equity interests

Liabilities

Financial liabilities - investment contracts 16 15,700,184 13,470,827

Technical provisions for insurance contracts 17 72 32

Deferred Income 18 30,600 32,218

Creditors and other payables 19 147,329 147,397

Corporation tax payable 480 428

Total liabilities 15,878,665 13,650,902

Director
David
Director
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Darta Saving Life Assurance dac

Statement of Changes in Equity
as at 31 December 2017

Profit
Share Capital AFS and loss Total

Capital Contributions reserve reserve
€‘OOO €‘OOO f’OOO ‘000 €‘OOO

Balance at 1 January 2017 5,000 51,000 (1,046) 201,407 256,361

Profit for the financial year 58,323 58,323
Items that may be reclassUied subsequently
to the Statement ofProfit and Loss
Movement in investments available for sale
- fair value movement - (1,192) - (1,192)
- deferred tax effect of fair
value movement - 149 - 149

Total recognised (losses)/gains for the
financial year - (1,043) 58,323 57,280

Dividends paid (Note 14) - - (10,000) (10,000)

Balance at 31 December 2017 5,000 51,000 (2,089) 249,730 303,641

Balance at! January2016 5,000 51,000 (1,159) 177,276 232,117

Profit for the financial year - - 44,131 44,131
Items that may be reclassified subsequently
to the Statement ofProfit and Loss
Movement in investments available for sale
- fairvaluemovement - - 129 - 129
- deferred tax effect of fair
value movement - - (16) - (16)

Total recognised gains for the financial
year - - 113 44,131 44,244

Dividends paid (Note 14) - - - (20,000) (20,000)

Balance at 31 December 2016 5,000 51,000 (1,046) 201,407 256,361

The accounting policies and the notes on pages 20 to 51 form an integral part of these financial statements.
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Darta Saving Life Assurance dac

Statement of Cash Flows
for thefinancialyear ended 31 December 2017

2017 2016

€‘OOO €‘OOO

Profit before taxation 66,806 50,437
Net change in fair value of investments (832,177) (392,351)

Net change in investment contract liabilities 828,844 389,299

Fund expenses borne by policyholder 3,333 3,052

Net change in deferred acquisition cost (9,861) (14,597)

Net change in provision for deferred income (1,618) (2,993)

Interest income and expense 498 184

55,825 33,031

(Increase) in trade and other receivables (48,535) (47,646)

Increase in trade and other payables 23 14,036

(48,512) (33,610)

Interest paid and received (498) (184)

Corporation tax paid and received (8,431) (5,984)

(8,929) (6,168)

Net cash flows from operating activities (1,616) (6,747)

Net cash flows from Company holdings in UL Funds 98

Net cash flows from investments available for sale - 18,221

Net cash flows from investing activities 98 18,221

Dividends paid (10,000) (20,000)

Net cash flows from financing activities (10,000) (20,000)

Net cash flows from total operations (11,518) (8,526)

Cash and cash equivalents at 1 January 78,699 87,225

Cash and cash equivalents at 31 December 67,181 78,699
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Darta Saving Life Assurance dac

Notes to the Financial Statements

1. Accounting Policies

Darta Saving Life Assurance dac is a company domiciled in the Republic of Ireland and the principal
accounting policies adopted by the Company are set out in this note.

Statement of compliance
As permitted under Irish company law, the Company has chosen to prepare the financial statements in
accordance with IFRS as adopted by the EU.

The IFRS adopted by the EU and applied by the Company are those that were effective at 31 December 2017.
These have been consistently applied for the preparation of these financial statements.

Basis of preparation
The financial statements have been prepared in accordance with the Companies Act 2014, and on the
historical cost basis except that the financial assets and liabilities are classified as at fair value through profit
or loss.

The financial statements are expressed in Euro (€), which is the functional and presentation currency of the
Company. All amounts in the financial statements have been rounded to the nearest €1,000.

The preparation of financial statements in conformity with IFRS requires management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets, liabilities,
income and expenses. The estimates and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under the circumstances, the results of which form the
basis of making the judgements about carrying values of assets and liabilities that are not readily apparent
from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period,
or in the period of the revision and future periods if the revision affects both current and future periods.

The Company applies the accruals concept for the recognition of expenses in the Statement of Profit and Loss
in order to reflect the effect of the transactions as they occur and not as cash or its equivalent is paid.

Adoption of new and revised Standards
A number of new standards, amendments to standards and interpretations are effective for annual periods
beginning on or after 1 January 2017, and early application is permitted; however the Company has not early
adopted the new or amended standards in preparing these financial statements. Those that may be relevant to
the Company are set out below:

lAS 12: Amendment: Recognition of Deferred Tax Assets for unrealised losses (effective periods beginning
on or after 1 January2017).

IFRS 7: Amendment: Financial Instruments: Disclosures — Amendments requiring disclosures about the initial
application of IFRS 9 (effective periods beginning on or after 1 January 2018)

IFRS 9: Financial Instruments (effective periods beginning on or after 1 January 2018)

IFRS 15: Revenue from contracts with customers (effective periods beginning on or after 1 January 2018)

IFRS 16: Leases (effective for annual periods beginning or after 1 January 2019)

IFRS 17: Insurance Contracts (effect for annual periods beginning or after 1 January 2021).
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Darta Saving Life Assurance dac

Notes to the Financial Statements (continued)

1. Accounting Policies (continued)

Adoption of new and revised Standards (continued)

IFRS 9: Financial Instru.’nents

IFRS 9, published in July 2014, will replace existing guidance in lAS 39. IFRS 9 is effective for annual
reporting periods beginning on or after 1 January 2018, with early adoption permitted. The IASB introduced
two alternative options for entities issuing insurance contracts: the Overlay Approach and the Temporary
Exemption. The Company has performed the predominance assessment and does not qualify for the
Temporary Exemption in its financial statements due to predominance of investment business. Therefore, the
Company will apply IFRS 9 from 1 January 2018.

IFRS 9 contains a new classification and measurement approach for financial assets that reflects the business
model in which the assets are managed and their cash flow characteristics. IFRS 9 contains three principal
classification categories for financial assets: measured at amortised cost, fair value through Other
Comprehensive Income (“FVOCI”) and fair value through Profit and Loss (“FVTPL”). The standard
eliminates the existing lAS 39 categories of held to maturity, loans and receivables and available for sale.
IFRS 9 also includes a new expected credit loss model for calculating impairment on financial assets, and the
new general hedge accounting requirements. It also carries forward the guidance on recognition and
derecognition of financial instruments from lAS 39.

Based on its initial assessment, the Company does not believe that the new classification requirements will
have a material impact on its accounting for trade receivables and investments that are managed on a fair
value basis. At 31 December 2017, the Company had debt securities classified under lAS 39 as available for
sale with a fair value of €59,463k (2016: €60,655k), under IFRS 9 from 1 January 2018 these will be
designated as investments measured at FVOCI.

IFRS 9 introduces a forward-looking ‘expected credit loss’ (“ECL”) model which will require considerable
judgement about how changes in economic factors affect ECLs and will be determined on a probability-
weighted basis. This new impairment model will apply to financial assets measured at amortised cost or
FVOCI. Under IFRS 9, loss allowances will be measured on either of the following basis and accounted for in
the Statement of Profit and Loss from 1 January 2018:

- 12-month ECLs: these are ECLs that result from possible default events within the 12 months after the
reporting date; and

- Lifetime ECLs: these are ECLs that result from all possible default events over the expected life of a
financial instrument.

Lifetime ECL measurement applies if the credit risk of a financial asset at the reporting date has increased
significantly since initial recognition and 12-month ECL measurement applies if it has not.

The Company has carried out an initial impact assessment on the debt securities classified under lAS 39 as
available for sale and this has not indicated any material impact to the Profit and Loss if IFRS 9 requirements
were to be applied as of 31 December 2017.

IFRS 17. Insurance Contracts

IFRS 17 Insurance Contracts establishes the principles for the recognition, measurement, presentation and
disclosure of Insurance contracts within the scope of the Standard. The objective of IFRS 17 is to ensure that
an entity provides relevant information that faithfully represents those contracts which gives a basis for users
of financial statements to assess the effect that insurance contracts have on the entity’s financial position,
financial performance and cash flows. It applies to insurance contracts issued, to all reinsurance contracts, and
to investment contracts with discretionary participating features if an entity also issues insurance contracts.
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Darta Saving Life Assurance dac

Notes to the Financial Statements (continued)

1. Accounting Policies (continued)

Adoption of new and revised Standards (continued)

IFRS 17: Insurance Contracts (continued)

For presentation and measurement, entities are required at initial recognition to disaggregate a portfolio of
insurance contracts (that is, contracts that are subject to similar risks and managed together as a single pool)
into three groups of contracts: onerous; no significant risk of becoming onerous; and remaining contracts.
Contracts that are issued more than one year apart should not be in the same group.

The Standard requires a current measurement model, where estimates are remeasured in each reporting period.
The general default measurement model is the ‘Building block approach’ (which is a discounted probability-
weighted cash flow based model), with a simplified version of this called the ‘Premium Allocation Approach’
(for short term contracts with little variability). There is also a ‘Variable fee approach’ to deal with
participating business where the policyholder liability is linked to underlying items.

Insurers are required to disclose information about amounts, judgements and risks arising from insurance
contracts. The disclosure requirements are more detailed than currently required under IFRS 4.

The Company is currently assessing the impact of IFRS 17.

IFRS 15: Revenuefrom contracts with Customers

IFRS 15 establishes the principles that an entity shall apply to report useful information to users of financial
statements about the nature, amount, timing and uncertainty of revenue and cashflows arising from a contract
with a customer. The core principle of the Standard is that an entity shall recognise revenue to depict the
transfer of promised goods or services to customers in an amount that reflects the consideration to which the
entity expects to be entitled in exchange for those goods or services. The Company has carried out an initial
impact assessment of this Standard and this has not indicated any material impact to the financial statements if
IFRS 15 requirements were to be applied as of 31 December 2017.

Product classification — investment and insurance contracts
Contracts under which the Company accepts significant insurance risk from another party by agreeing to
compensate the policyholder if a specified uncertain future event adversely affects the policyholder are
classified as insurance contracts.

Insurance risk is significant if, and only if, an insured event could cause an insurer to pay significant
additional benefits in any scenario. An insurer shall assess the significance of insurance risk contract by
contract. Contracts that qualify as insurance contracts remain an insurance contract until all risks and
obligations are extinguished or expired.

Where the risk is primarily borne by the policyholder, the contract is deemed to be an investment contract.

Where a direct contract contains both an investment and an insurance element (rider benefit) the Company
“unbundles’ this contract into its constituent parts. The insurance element of the contract is accounted for as
an insurance contract under IFRS 4 and the investment element of the contract is accounted for as an
investment contract under IAS3 9.
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Darta Saving Life Assurance dac

Notes to the Financial Statements (continued)

1. Accounting Policies (continued)

Product classification — investment and insurance contracts (continued)

A contract that qualifies as an insurance contract remains an insurance contract until all rights and obligations
are extinguished or expire. However, an investment contract classified as such on inception, could
subsequently be reclassified as an insurance contract, if it meets the insurance definition as described above.

Revenue - premiums earned in respect of insurance contracts (unbundling) are accounted for in the Statement
of Profit and Loss in the same period in which they are earned. Reinsurance premiums are accounted for in
accordance with the terms of the reinsurance contracts and the original contracts for which the reinsurance
was concluded. Premiums ceded for reinsurance are deducted from premiums earned.

Claims — claims incurred and paid in respect of insurance contracts are unbundled under IFRS 4 and are
accounted for in the Statement of Profit and Loss as Insurance claims and benefits incurred in the same period
in which they are incurred. Reinsured claims are deducted from the Insurance claims and benefits incurred.

Investment contracts - recognition and measurement
Investment contract contributions received from policyholders are not recognised in the Statement of Profit
and Loss as premiums but are accounted for as deposits in the Statement of Financial Position. Financial
liabilities in respect of such contracts are presented in the Statement of Financial Position as “financial
liabilities - investment contracts”.

All investment contracts issued by the Company are designated on initial recognition as at fair value through
profit or loss. The basis of this designation is that the financial assets and liabilities are managed and evaluated
on a fair value basis.

The designation also eliminates or significantly reduces a measurement inconsistency that would otherwise
arise if these financial liabilities were not measured at fair value since the assets held to back the investment
contract liabilities are also measured at fair value.

The fair value of the Company’s unit-linked investment contract liabilities is based on the fair value of the
financial assets held within the appropriate unit-linked funds.

Changes in the fair value of investment contracts are included in the Statement of Profit and Loss in the period
in which they arise.

Investment contract receivables and payables - Amounts due to and from policyholders, agents and others in
respect of investment contracts are included in other receivables and creditors and other payables.

Deferred acquisition costs - Acquisition costs on investment contracts include sales commissions.
Also included within acquisition costs are the value of additional units credited to policyholder account
balances upon initial investment in relation to certain products. These sales inducement costs are recoverable
through penalties payable on surrender, which are calculated such that penalties receivable will be at least
equal to unamortised Deferred Acquisition Cost at any point.

Acquisition costs are deferred as an explicit deferred acquisition cost asset, gross of tax, to the extent that they
are recoverable out of future revenue margins to which they relate. Such costs are amortised through the
Statement of Profit and Loss over the period in which the future revenue margins on the related contracts are
expected to be earned. The rate of amortisation is based on a prudent assessment of the expected pattern of
receipt of future revenue margins, taking account of persistency, from the related contracts. All other costs are
recognised as expenses when incurred.
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Darta Saving Life Assurance dac

Notes to the Financial Statements (continued)

1. Accounting Policies (continued)

Investment contracts - recognition and measurement (continued)

Investment manc&ement services - Investment contracts issued by the Company involve the provision of
investment management services. Fees charged for such services are recognised as revenue based upon the
stage of completion of the contracts and are included under “fees and other income” in the Statement of Profit
and Loss. Recurring fees are recognised as earned on an accruals basis. Front-end fees received at the
inception of a contract are deferred and amortised over the anticipated period for which the services will be
provided, over the expected term of the contract.

Claims and surrenders - For investment contracts, benefits paid are not included in the Statement of Profit and
Loss but instead are deducted from investment contract liabilities in the Statement of Financial Position. The
additional payment paid to policyholders in the event of a death claim is deducted from ‘fees and other
income’ in the Statement of Profit and Loss. For Insurance contracts, claims incurred and benefits paid
including the ceded portion are disclosed separately in the Statement of Profit and Loss.

Investment return
Income from financial assets comprises interest and dividend income, net gains on financial assets classified
as fair value through profit or loss, and realised gains/losses on financial assets classified as available for sale.

Net changes in the fair value of financial assets at fair value through profit or loss are included in the
Statement of Profit and Loss in the period in which they arise, as well as dividend and interest income earned
from these assets. Net changes in the fair value of available for sale financial assets are included in the
Statement of Other Comprehensive Income in the period in which they arise.

Dividend income is recorded on the ex-dividend date. Bond income is recorded on the accrual basis and
deposit interest is recorded on a receipts basis, calculated using an effective interest methodology.

Realised gains and losses are calculated as the difference between the net sale proceeds and original cost.

Unrealised gains and losses are calculated as the difference between the fair value of financial assets at the end
of the accounting period and the fair value at the beginning of the period or the purchase price for assets
acquired during the period.

Financial assets
Financial assets held to back investment contract liabilities are designated upon initial recognition as at fair
value through profit or loss and are measured at fair value. The basis of this designation is that the financial
assets and liabilities are managed and evaluated together on a fair value basis. This designation also eliminates
or significantly reduces a measurement inconsistency that would otherwise occur if these financial assets were
not measured at fair value and the changes in fair value were not recognised in the Statement of Profit and
Loss.

Financial assets that are investments which are not held to back investment contract liabilities are either
designated as available for sale and unrealised gains/losses are recognised separately within the Statement of
Other Comprehensive Income or are categorised at fair value through profit or loss.
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Notes to the Financial Statements (continued)

1. Accounting Policies (continued)

Financial assets (continued)

Financial assets are initially measured at fair value, plus, in the case of assets not designated at fair value
through profit or loss, transaction costs that are directly attributable to their acquisition. Transaction costs in
relation to financial assets designated at fair value through profit or loss are expensed immediately. After
initial recognition, the Company measures financial assets at fair value through profit or loss and available for
sale financial assets at fair value without any deduction for transaction costs it may incur on disposal. The fair
values of investments are based on quoted bid prices where available or amounts derived from cash flow
models. Fair values for unlisted equity securities are estimated using applicable price/earnings or price/cash
flow ratios refined to reflect the specific circumstances of the issuer. Cash and cash equivalents, loans and
receivables are measured at amortised cost.

Offsetting
Financial assets and financial liabilities are offset and the net amount presented in the Statement of Financial
Position when, and only when, the Company has a legal right to offset the amounts and it intends either to
settle on a net basis or to realise the asset and settle the liability simultaneously.

Income and expenses are presented on a net basis for gains and losses from financial instruments at fair value
through profit or loss and foreign exchange gains and losses. There were no offset trading positions in 2017
(2016: €nil).

Impairment
The carrying amounts of the Company’s assets, which are not at fair value through profit or loss, are reviewed
at each Statement of Financial Position date to determine whether there is any indication of impairment. If any
such indication exists, the carrying value is reduced to the estimated recoverable amount by means of a charge
to the Statement of Profit and Loss. The amount of the cumulative loss that is recognised in profit or loss is the
difference between the acquisition cost and the recoverable amount, less any impairment loss on that financial
asset previously recognised in the Statement of Profit and Loss.

Calculation of recoverable amount
The recoverable amount of receivables carried at amortised cost is calculated as the present value of estimated
future cash flows, discounted at the original effective interest rate. Receivables with short term duration are
not discounted.
The recoverable amount of available for sale securities and other marketable investments is current fair value.
The recoverable amount of other assets is the greater of their net selling price and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset. For an
asset that does not generate largely independent cash inflows, the recoverable amount is determined for the
cash generating unit to which the asset belongs.

The advance payment of the Italian Policyholders’ Tax asset is held at face value without the application of
discounting and the recoverability thereof is reviewed at each year end.

Reversals ofInipairinent
In respect of other assets, an impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount.

An impairment loss is reversed only to the extent that an asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation or amortisation, if no impairment loss had been
recognised.
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Notes to the Financial Statements (continued)

1. Accounting Policies (continued)

Cash and cash equivalents
Cash and cash equivalents comprise cash and bank balances and deposits with a maturity of less than 90 days.
These assets are measured at amortised cost. Net bank overdrafts are included as a component of cash and
cash equivalents.

Recognition of financial assets and liabilities
Financial assets and financial liabilities at fair value through profit or loss are initially recognised on the trade
date, which is the date on which the Company becomes a party to the contractual provisions of the instrument.
Other financial assets and financial liabilities are recognised on the date on which they are originated.

De-recognition of financial assets and liabilities
The Company derecognises a financial asset when the contractual rights to the cash flows from the asset
expire or when it transfers the financial asset and the asset qualifies for de-recognition in accordance with lAS
39.

A financial liability is derecognised when the obligation specified in the contract is discharged, cancelled or
expires.

Taxation
Taxation comprises current and deferred taxation and is recognised in the Statement of Profit and Loss except
to the extent that it relates to items recognised directly in equity, in which case it is recognised in equity.

Current tax, including Irish corporation tax and foreign tax, is provided on the Company’s taxable profits, at
amounts expected to be paid (or recovered) using the tax rates and laws that have been enacted or substantially
enacted by the Statement of Financial Position date.

Except where otherwise required by accounting standards, full provision without discounting is made for all
temporary differences which have arisen but not reversed at the Statement of Financial Position date. Deferred
tax balances are provided at rates of taxation expected to prevail at the time of reversal.

A deferred tax asset is recognised where it is probable that taxable profit will be available against which the
deductible temporary difference can be utilised.

Deferred income
The income that is deferred is in respect of investment contracts on which a front-end fee applied in relation to
services to be provided in future periods. The deferred income reserve is amortised over the anticipated life of
the contracts.

Advance Payment of Italian Policyholders’ Tax
Payments to the Italian authorities as a result of the Company being a withholding tax agent are recognised as
assets. Those assets are presented within the Statement of Financial Position in their nominal amounts (no
discounting is applied). The payments are recoverable from deductions made from capital gains made by
policyholders, by offset against taxes payable to Italian revenue within a period of five years or, after five
years they may be transferred to a company in the same group. The exit tax liability (“ETL”) at year end is
netted firstly against the previous sixth year recoverable asset. Any excess ETL is netted against the remaining
recoverable asset, whereas any excess sixth year recoverable asset is netted against the year end liability. The
recoverable amount of the asset is reviewed at each year end.
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Notes to the Financial Statements (continued)

1. Accounting Policies (continued)

Foreign currencies
The reporting and functional currency of the Company is the Euro. Monetary assets and liabilities
denominated in foreign currencies are translated into Euro at the exchange rates ruling at the Statement of
Financial Position date and revenues, costs and non monetary assets at the exchange rates ruling at the dates of
the transactions. Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign
currency are translated using the exchange rate at the date of the transaction. Non-monetary assets and
liabilities denominated in foreign currencies that are stated at fair value are translated to Euros at foreign
exchange rates ruling at the dates the fair value is determined. Profits and losses arising from foreign currency
translations and on settlement of amounts receivable and payable in foreign currency are included in the
Statement of Profit and Loss.

Pensions
Pension costs for the Company’s defined contribution pension arrangements are included in administration
expenses in the Statement of Profit and Loss as incurred. The assets represented by the Company’s
contributions, and those of employees, if any, are vested in independent trustees for the benefit of employees
and their dependents.

Provision
A provision is recognised in the Statement of Financial Position when the Company has a present legal or
constructive obligation as a result of past events, under which it is more likely than not that an outflow of
economic resources will be required to settle the obligation and the amount of the provision can be reliably
estimated.

Accounting estimates and judgments
The Company’s critical accounting policies and estimates and the application of these policies and estimates
are considered by management for each reporting period.

Deferred acquisition costs
In determining the amount of front-end fees and acquisition costs to defer in relation to the Company’s
contracts, judgments must be made in relation to the lives of the contracts and therefore the time period over
which these balances are amortised to the Statement of Profit and Loss. For fixed-term structured products, the
Company amortises the amounts over the period of the policy. For open ended unit-linked products, the
expected life of the policy is subject to a high degree of judgement and can change significantly over time
with changes in investor sentiment and market or product development. In making an appropriate estimate for
each reporting period, account is taken of actual past experience and future expectations and of practice,
where appropriate, within the Allianz Group.

Product classification
A key judgement relates to the classification of the insurance policies written by the Company as investment
contracts. Contracts with an insurance risk of 10% or greater are classified as insurance contracts by the
Company. Contracts under which the transfer of insurance risk to the Company from the policyholder is not
significant are classified as investment contracts. In cases where an investment contract contains both an
insurance and deposit component, the Company unbundles these components if the insurance component can
be measured reliably.

Italian tax asset
The asset arising from the advance payment of Italian policyholder Italian tax obligations is expected to be
recoverable either by deduction from tax withheld on behalf of policyholders, by offset against taxes payable
to Italian revenue within a period of five years or by surrender to group companies after five years. A key
judgement exercised by Directors is that it is appropriate to carry this asset at its full future recoverable value
without reducing it for the time value of money by discounting.
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Notes to the Financial Statements (continued)

1. Accounting Policies (continued)

Accounting estimates and judgments (continued)

Deferred income
Deferred income typically refers to where a policyholder has paid commission on the commencement of a
policy, but which is not recognised immediately in the Statement of Profit and Loss. Such income is amortised
over the expected life of the policy, which is based on historical experience, and any unamortised amount is
recognised when the policy is surrendered.

Valuation of financial instruments
The Company classifies fair values using the following fair value hierarchy that reflects the significance of the
inputs used in making the fair value measurements.

Level 1: Quoted market price (unadjusted) in an active market for an identical instrument.
Level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly (i.e.
derived from prices).
This category includes instruments valued using: quoted market prices in active markets for similar
instruments; quoted prices for identical or similar instruments in markets that are considered less than active;
or other valuation techniques where all significant inputs are directly or indirectly observable from market
data.
Level 3: Valuation techniques using significant unobservable inputs.
This category includes all instruments where the valuation technique includes inputs not based on observable
data and the unobservable inputs have a significant effect on the instrument’s valuation. This category includes
instruments that are valued based on quoted prices for similar instruments where significant unobservable
adjustments or assumptions are required to reflect differences between the instruments.

In general, financial assets and liabilities are transferred from level 1 to level 2 when liquidity, trade frequency
and activity are no longer indicative of an active market. Conversely, the same policy applies for transfers
from level 2 to level 1.

Fair values of financial assets and financial liabilities that are traded in active markets are based on quoted
market prices or dealer price quotations. For all other financial instruments the Company determines fair
values using valuation techniques.

Assumptions and inputs used in valuation techniques include risk-free and benchmark interest rates, credit
spreads and other premia used in estimating discount rates, bond and equity prices, foreign currency exchange
rates, equity and equity index prices and expected price volatilities and correlations. The objective of valuation
techniques is to arrive at a fair value determination that reflects the price of the financial instrument at the
reporting date that would have been determined by market participants acting at arm’s length.

Observable prices and model inputs are usually available in the market for listed Equity and Fixed income
securities, Collective Investment Schemes and exchange traded derivatives. Availability of observable market
prices and model inputs reduces the need for management judgement and estimation and also reduces the
uncertainty associated with determination of fair values. Availability of observable market prices and inputs
varies depending on the products and markets and is prone to changes based on specific events and general
conditions in the financial markets. These investments are therefore classified as Level I investments.

The portfolio bonds which are classified in the Collective Investment Schemes category are priced from first
principles when individual holdings are known. Where the portfolio bonds are managed under a discretionary
asset management agreement the valuations are provided directly by the investment managers.
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1. Accounting Policies (continued)

Technical provisions for insurance contracts
The Company’s Progetto Reddito, Soluzione Reddito and Periodical Solution products allow policyholders to
add an optional additional death benefit to their policies. This amount is €50k per policy (maximum of €lOOk
per life assured). Where the life assured is under 66 years old, the Company’s Challenge Plus product
automatically provides an additional death benefit (10% of premiums paid less partial withdrawals taken,
capped at €50k). Premium charges taken in relation to these additional death benefits are unbundled from total
premiums collected and presented in the Statement of Profit and Loss as Insurance premium income under
IFRS 4. Any insurance claims paid in relation to these additional death benefits during the year are also
unbundled and are presented separately in the Statement of Profit and Loss as Insurance claims and benefits
incurred under IFRS 4. Calculations were performed at 31 December 2017 to assess the level of additional
technical provisions which might be required for these products. Having carried out those calculations, which
involved the projection of expected ftiture income and outgo on the products in question, technical provisions
for insurance contracts of €72k (2016: €32k) in the Statement of Financial Position in respect of the additional
death benefits on these contracts have been accounted for.

2. Financial risks and risk management

The Company is exposed to a range of risks through its financial assets and its financial liabilities and also in
relation to the accounting estimates and judgements it needs to make in the preparation of its financial
statements and its regulatory returns.

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

Ultimate responsibility for the Company’s risk management rests with the Directors and the Board is
supported by the operation of a number of committees that meet on a regular basis to review and monitor the
Company’s risk exposures. A number of policy statements have been prepared and approved by the Directors
which set out parameters and limitations to manage and limit financial risks. The Company has not
substantially changed the approaches adopted to manage its financial risks from the previous accounting
period.

Risks associated with investment and insurance contracts
The Company matches all the liabilities under investment contracts with assets in the funds for which the unit
prices for the contracts are based, and the Company aims to ensure that the investment policy adopted for
these funds is consistent with that communicated to policyholders in their contract documentation. The market
and credit risk relating to policyholder financial assets is borne by policyholders as any change in the value of
their assets results in an equivalent change in the amount of the Company’s obligation to them. However, the
Company does have exposure to persistency and an indirect exposure to market risk in respect of the
contracts.

Traditionally the Company’s unit-linked products have offered a minimal additional death benefit of up to 1%
of the fund value. The Progetto Reddito, Soluzione Reddito and Periodical Solution product offerings include
the option of additional death benefits with an extra charge levied to pay for the additional benefit.

The Challenge Plus product offers policyholders an additional death benefit of 10% of the net investment
(difference between the premiums paid and any partial surrenders paid until the notification of death) capped
at €5 Ok.
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Notes to the Financial Statements (continued)

2. Financial risks and risk management (continued)

Risks associated with investment and insurance contracts (continued)

Persistency risk is the risk that the policyholder cancels the contracts, thereby exposing the Company to lower
annual management fees than that projected in the product pricing. The Company manages this risk by
ensuring that its distributors only sell such policies to customers with a medium to long term investment
horizon and through maintaining high levels of customer care. Early redemptions are reviewed and analysed
to determine potential trends requiring attention.

Market risk arises for the Company on the value of the fees earned, from the consequent impact of a loss of
fair value resulting from adverse fluctuations in equity prices, interest rates and foreign currencies.

A number of financial risks also arise within the investment contracts and these are carried by the holders of
these contracts. These risks are:

Market risk in respect of fluctuation in interest rates, equity prices and foreign currency rates.
• Credit risk in respect of exposure to counterparties.

The Company manages these risks taking into account the objectives of the investment funds in which the
policyholders invest, as set out in the documentation given to the policyholders.

Market risk is managed on a daily basis by the investment managers who are responsible for monitoring the
effect of changes in the fair value of assets in each fund. The investment managers execute purchases and
sales of securities in accordance with its expectations of future market movements. The performance of the
funds that results from the investment managers choices is monitored on a regular basis by the Investment
Committee.

Underwriting risk
The Company is exposed to minimal mortality risk due to the nature of its business and due to having
reinsurance arrangements in place on the rider death benefits attaching to the unit linked business. Expense
and lapse risk are regularly monitored to ensure they are in line with expectations.

Risks associated with other financial assets
The Company holds other financial assets that are not attributable to investment contracts, as backing for its
general solvency requirements and to maintain an effective working capital level whilst complying with
company law and with the regulations and guidelines issued by the Central Bank of Ireland (see Note 10
“Shareholder financial assets”).

An investment policy, which is considered by the Company to be prudent, is adopted with regard to these
assets and this is set out in policy statements which have been approved by the Board and are monitored by
the Investment Committee.

The asset allocation is determined in order to optimise the risk return within a specific risk tolerance and the
assets are predominately euro-denominated short to medium term EU government bonds and bank deposits. A
proportion of the assets, within specified limits, may be invested in short term corporate bonds and equities
and in derivatives that are associated with the Company’s structured products.
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2. Financial risks and risk management (continued)

Risks associated with other financial assets (continued)

The main risks that the Company is exposed to for these assets are ‘credit risk’, ‘market risk’ and ‘liquidity
risk’.

Credit risk occurs for these assets if the counterparty is unable to pay amounts in full when due and the key
areas where the Company may be exposed are in respect of:

• Amounts due from bond issuers.
• Cash balances and deposits held with credit institutions.
• Receivables due from debtors and reinsurers.
• Recovery of the advance payment of the Italian Policyholders’ Tax.
• Policyholder financial assets.

Substantially all of the retail assets of the Company are held with two counterparties. In relation to the private
insurance business, these are held with a number of individual counterparties. Bankruptcy or insolvency of
these counterparties may cause the Company’s rights with respect to the investments held by these
counterparties to be delayed or limited. The Company monitors its risk by monitoring the credit quality of
each counterparty.

The Company does not invest in unlisted investments for the retail unit linked funds. As the Company does
not appoint the individual custodians to the Collective Investment Schemes in which they invest, the Board
has agreed to allow investment in such instruments only where they are regulated by a recognised regulator.

For Private Insurance policies, the investment policy allows investment in a universe of assets, some of which
may not be regularly traded. However, the policy conditions for Private Insurance allows for the settlement of
a claim by way of an in-specie transfer, thereby allowing for the settlement of claims, even where the asset is
illiquid.

Bond issuer risk is reduced by investing in bonds that are backed by an EU Government or if corporate bonds
are held, these are limited to a specified limit and are restricted to those of a short term duration.

Risk exposure to credit institutions is managed by only using approved institutions.

Amounts receivable from debtors are subject to a credit control process.
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2. Financial risks and risk management (continued)

Risks associated with other financial assets (continued)

Credit risk (continued)
The balance remaining on the Italian Policyholders’ Tax is recoverable from deductions made from gains
made by policyholders when they surrender their policies, and in the event that any balance remains
unrecovered after five years, an agreement has been made to transfer that balance to the parent company at
face value.

Policyholder assets are the assets backing the unit-linked investment contracts and the holders of these
contracts bear the credit risk arising from these assets.

The credit risk exposure and ratings of financial and other assets which are most susceptible to credit risk are
set out in tables below:

Advance payment of Italian
Policyholders’ Tax

Investments available for sale

Investments at fair value through
profit or loss:

Equities

Fixed income securities

Investments in Collective Investment
Schemes **

Derivatives

Deposits, Cash & Cash equivalents
and other

Table 1 - Credit risk exposure and ratings ofjmnancial and other assets which are most susceptible to credit
risk as at 31 December 2017.

Not Assets Total
rated held for

policy
holders

From From From From
AAA AA A BBB

to AA+ to to BBB to B
A+

€000’s €000’s €000’s €000’s €000’s €000’s €000’s

- - -
- 257,582 - 257,582

19,799 14,693 20,312 4,659 - - 59,463

- - - -
- 55,762 55,762

- - - -
- 822,667 822,667

- - - -
- 14,561,467 14,561,467

- - - -
- (566) (566)

- - - -
- 260,854 260,854

- - -
- 29,104 - 29,104

- 4,959 (39,783) - 102,005 - 67,181

t9,799 19,652 (19,471) 4,659 388,691 15,700,184 16,113,514

Other receivables

Cash and cash equivalents

Total assets bearing credit risk
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2. Financial risks and risk management (continued)

Risks associated with other financial assets (continued)

Credit risk (continued)

Table 2 - Credit risk exposure and ratings offinancial and other assets which are most susceptible to credit
risk as at 31 December 2016.

Advance payment of Italian
Policyholders’ Tax

Investments available for sale

Investments at fair value through
profit or loss:

Equities

Fixed income securities

Investments in Collective Investment
Schemes **

Derivatives

Deposits, Cash & Cash equivalents
and other

Other receivables

Cash and cash equivalents

Total assets bearing credit risk

Not Assets Total
rated held for

policy
holders

From From From From
AAA AA A BBB

to AA+ to to BBB to B
A+

€000’s €000’s €000’s €000’s €000’s €000’s €000’s

- - -
- 214,831 - 214,831

20,219 13,802 21,922 4,712 - - 60,655

- - - -

- 59,062 59,062

- - - -
- 907,233 907,233

- - - -
- 12,297,122 12,297,122

- - - -
- (1,296) (1,296)

- - - -
- 208,706 208,706

- - -
- 23,470 - 23,470

- 72,997 (10,426) 9,458 6,670 - 78,699

20,219 86,799 11,496 14,170 244,971 13,470,827 13,848,482

** The Investments in Collective Investment Schemes are various Unit Linked SICAV funds which are all
UCITS compliant and as a consequence are required to have an independent custodian taking custody of the
assets of the SICAV. Therefore, counterparty credit risk exists to the extent of the ability of the custodian to
return assets held. These CIS are chosen by the various asset managers, responsible for the investment
portfolio of each fund. These SICAVs are mainly domiciled in Luxembourg, Ireland, Italy, United Kingdom,
Switzerland and France.
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2. Financial risks and risk management (continued)

Risks associated with other financial assets (continued)

Credit risk (continued)

Table 3 - Credit risk exposure and ratings of Fixed income securities within policyholder assets (see table 1
above) which are most susceptible to credit risk as at 31 December 2017.

From
AAA

to AA+

€000’s

From From From Total
AA A BBB

to to BBB to B
A+

€000’s OOO’s €000’s €000’s

Total Fixed income securities bearing credit risk 41,371 11,522 611,738 158,036

Table 4 - C’redit risk exposure and ratings ofFixed income securities within policyholder assets
above) which are most susceptible to credit risk as at 31 December 2016.

From From
AAA AA

toAA+ to

________ ________

A+
€000’s €000’s

Investments at fair value through profit or loss:

Fixed income securities

Total Fixed income securities bearing credit risk

53,299 140,314 592,092 121,528 907,233

53,299 140,314 592,092 121,528 907,233

Investments at fair value through profit or loss:

Fixed income securities 41,371 11,522 611,738 158,036 822,667

822,667

(see table 2

From From Total
A BBB

to BBB to B

€000’s €000’s €000’s
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2. Financial risks and risk management (continued)

Risks associated with other financial assets (continued)

Market risk is the risk of change in fair value of a financial instrument due mainly to fluctuations in interest
rates, equity prices, and foreign currency rates.

a) Interest rate risk arises primarily from the Company’s investments in fixed income securities. The
change in interest yields is reviewed on a regular basis when the Company prepares projections of its
solvency position.
The following assets are exposed to interest rate risk:

• Deposits
• Fixed income securities

The sensitivity of interest rate movements on the Company’s profits can be seen in the following
table, by reference to an increase or decrease of 1% in the overall yield curve for the assets exposed to
the interest rate risk at the end of the financial year.

2017 2016
f000’s €000’s

Increase of 1% in overall yield:
Impact on profit before tax

905 1,256

Decrease of 1% in overall yield:
Impact on profit before tax

(653) (1,368)

b) The Company’s net exposure to equity price risk is limited to the equity securities content of its
holdings in unit-linked funds. At 31 December 2017 and 31 December 2016 there was no such
exposure.

There is exposure to direct equity price risk through equities held by policyholders of €56m in 2017
(2016: €59m). A l’% price increase would lead to equities increasing by €558k in 2017 (2016: €59lk).
Such a movement would be offset by the financial liabilities - investment contracts.

There is indirect exposure to equity and other market price risk through investments in collective
investment schemes of €14,561m (2016: €l2,297m) held by policyholders. A 1% price increase
would lead to CIS increasing by €146m in 2017 (2016: €l23m). Such a movement would be offset by
the financial liabilities — investment contracts.

c) Foreign currency risk can arise due to fluctuations in foreign exchange rates. The Company does not
have any significant exposure to such movements as its investments are mainly denominated in Euro.
For investment contracts, no direct market risk arises for the Company, as changes in the value of and
income arising from the assets and liabilities underlying these contracts are matched with the changes
in the Company’s obligations to the policyholders.

35



Darta Saving Life Assurance dac

Notes to the Financial Statements (continued)

2. Financial risks and risk management (continued)

Risks associated with other financial assets (continued)

Liquidity risk
The liquidity risk is defined as risk that an entity will encounter difficulty in meeting obligations associated
with financial liabilities that are settled by delivering cash or another financial asset.

In managing the Company’s assets and liabilities, the Company seeks to ensure that cash is at all times
available to settle liabilities as they fall due. Available funds are mainly invested in call or deposit accounts of
up to six months duration and in short/medium Euro-denominated Government bonds. The Company’s
treasury position is reviewed on a regular basis and cash balances are maintained to meet due liabilities. The
Company can avail of a line of credit arranged by its parent company for short term liquidity requirements that
arise from timing factors. The Company also participates in a cash-pool arrangement with Allianz SE.

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

An analysis of the contractual maturity of the Company’s financial liabilities at 31 December 2017 is set out
in the following table:

Between
2017 1 year Over

No stated and 2 5 Total
maturity Within 1 year years years

_________________

€000’s OOO’s €000’s 0OO’s €000’s
Liabilities -

investment
contracts 15,700,184 - 15,700,184
Technical
provisions
for insurance
contracts 72 - - 72
Creditors
and other
payables 147,329 - 147,329
Corporation
tax payable 480 - 480

Total 15,700.256 147.809 15,848,065
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2. Financial risks and risk management (continued)

Risks associated with other financial assets (continued)

Liquidity risk (continued)

The table below sets out comparative contractual maturity data as at 31 December 2016:

Between I
2016 No stated year and 2 Over 5 Total

maturity Within 1 year years years

_______________

€000’s €000’s €000’s €000’s €000’s
Liabilities -

investment
contracts 13,470,827 - - 13,470,827
Technical
provisions
for insurance
contracts 32 - - 32
Creditors
and other
payables - 147,397 147,397
Corporation
tax payable - 428 428

Total 13,470,859 147,825 13,618,684

Where the liabilities - investment contracts are classified as having “no stated maturity”, the policies are whole
of life contracts, which can be surrendered at any time, subject to penalty charges and notice periods as set out
in the policy documentation. Outwith the first three months, policyholders can request disinvestment of their
funds with five working days’ notice.

3. Net premiums written and earned

2017 2016

€‘OOO €‘OOO

Insurance premium income

Gross premium written and earned 4,948 2,585
Less premiums ceded to reinsurers (1,037) (568)

Net premium written and earned 3,911 2,017

This additional death rider benefit is unbundled and treated as insurance under IFRS 4, with the investment
element accounted for as investment under 1AS39.
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3. Net premiums written and earned (continued)

As permitted per the Company’s accounting policy for certain products under IFRS 4, premiums relating to
the death benefit are unbundled from total premiums collected and presented in the Statement of Profit and
Loss as insurance premium income. For the financial year ended 31 December 2017 premium income of
€3,075m (2016: €2,585m) relates to investment contracts and are not included in “Net premiums written and
earned” in the Statement of Profit and Loss, in accordance with 1AS39 (see Note 16 “Financial liabilities”).

4. Investment return

Shareholder investment return

Interest income from financial assets

Interest (expense)/income from cash

Net realised gains on financial assets

832,177

1,288

(126)

1,162

833,339

392,350

1,548

56

252

1,856

394,206

2017

€,000

Policyholder investment return

Investment income from equities 1,446
Interest income from fixed income securities 9,371
Investment income from collective investment funds 17,593

Income from other financial assets 8,449

Net realised gains on financial assets 289,165

Net unrealised gains on financial assets 506,153

2016

€‘OOO

1,392

6,457

31,182

8,655

110,733

233,931
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5. Fees and other income/(expense)

Note 2017 2016

€,000 €‘OOO

Fees from investment contracts 280,678 228,841
Other expense (73) (88)
Movement in deferred income 18 1,618 2,993

282,223 231,746

6. Acquisition and administration expenses

2017 2016

f’OOO €‘OOO

Acquisition costs 30,915 32,264
Change in deferred acquisition costs (9,861) (14,597)
Loyalty bonus expense 295 -

Administration expenses 202,415 170,527

223,764 188,194

All of the acquisition costs are in respect of commissions paid and sales inducements on new business.

Administration expenses 2017 2016

€‘OOO f’OOO

Commission expenses - ongoing 171,564 145,373
Operating expenses:

Wages and salaries 3,134 2,517
Social welfare costs 264 228
Pension costs 202 159
Fund expenses borne by policyholders 3,333 3,052
Third party administration expenses 15,685 11 ,3 15
Investment management fees and expenses 8,233 7,883

202,415 170,527
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6. Acquisition and administration expenses (continued)

Included in the administration expenses are the following:

Auditor’s remuneration (excluding VAT) 2017 2016

€‘OOO €‘OOO

Audit of statutory accounts 119 116
Other assurance services 61 46
Tax advisory services 8 8

188 170

Directors’ emoluments
Salaries and related benefits 274 263
Fees as directors 132 130
Fees for other services 28 48

During the year the Company had a consultancy arrangement with the firm of one Director to whom fees
(€28k) (2016: €48k), are paid for non-Director services.

The average monthly number of employees during the year was as follows: 2017 2016

Administration 34 29
Finance 6 6

40 35

7. Taxation 2017 2016

€‘OOO €‘OOO

Current tax expense 8,483 6,306

Total corporation tax expense 8,483 6,306

Deferred tax recorded in other comprehensive income (149) 16
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7. Taxation (continued) 2017 2016

€,000 €‘OOO

Reconciliation of effective tax charge:

Profit before taxation 66,806 50,437

Corporation tax at the standard rate of 12.5% 8,351 6,305
Effects of

Capital allowances (6) (1)
Disallowed and capital items expensed 138 2

Corporation tax charge 8,483 6,306

Deferred Tax Asset 2017 2016

f’OOO €‘OOO

Balance at 1 January 149 165
Movement during the financial year recognised in other
comprehensive income 150 (16)

Balance at 31 December 299 149

8. Advance payment of Italian Policyholders’ Tax

The Company operates in Italy on a “freedom of services” basis and in 2005 opted to implement the sostituto
d’imposta tax regime. The sostituto dimposta tax regime entails an annual “advance payment” to the Italian
fiscal authorities of an amount currently equal to 0.45 % (2016: 0.45 %) of the Company’s financial liabilities
- investment contracts, as at the year end. Each annual advance payment can be recovered from any exit tax
subsequently deducted from policyholders or by offset against taxes payable to Italian revenue within a period
of five years. To the extent that an unrecovered balance remains after five years have elapsed, the balance of
the advance payment made five years earlier can be sold to the parent company at face value for recovery
against their Italian tax liabilities €257,582k (2016: €214,831k).

2017 2016

Asset Note €‘OOO €‘OOO

Balance at 1 January 214,831 169,788

Net payable in respect of the financial year 19 60,027 54,202

Recoveries in respect of the financial year (17,276) (9,159)

Balance at3l December 257,582 214,831
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8. Advance payment of Italian Policyholders’ Tax (continued)

2017 2016

Liability Note €‘OOO €‘OOO

Balance at 1 January 54,202 53,783

Net payable in respect of the financial year 19 60,027 54,202

Paid during the financial year (54,202) (53,783)

Balance at 31 December 60,027 54,202

9. Deferred acquisition costs 2017 2016

€‘OOO €‘OOO

Balance at 1 January 58,632 44,035

Acquisition costs incurred in the financial year 30,859 32,264

Amount charged to Statement of Profit and Loss (20,998) (17,667)

Balance at 31 December 68,493 58,632

10. Financial assets Market Market
Value Value

Shareholder financial assets 2017 2016

€‘OOO €‘OOO

Investments available for sale 59,463 60,655

59,463 60,655

See Note 2 Financial risks and risk management, Risks associated with other financial assets on page 30.

Policyholder financial assets 2017 2016

f’OOO €‘OOO

Investments at fair value through profit or loss

Equities 55,762 59,062

Fixed income securities 822,667 907,233

Collective Investment Schemes 14,561,467 12,297,122

Derivative Instruments (566) (1,296)

Deposits, Cash & Cash Equivalents and Others 260,854 208,706

15,700,184 13,470,827
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11. Other receivables 2017 2016

€‘OOO €‘OOO
Amounts falling due within one year

Management fees receivable from the funds 24,040 20,081
Accrued interest receivable 654 725
Other 4,410 2,664

29,104 23,470

12. Fair value disclosures

The Company classifies fair values using the following fair value hierarchy that reflects the significance of the
inputs used in making the fair value measurements:

Level 1: Quoted market price (unadjusted) in an active market for an identical instrument.
Level 2: Valuation techniques based on observable inputs, either directly or indirectly.
Level 3: Valuation techniques using significant unobservable inputs.

There were no Level 3 assets at 31 December 2017 (2016: €nil).

The table below analyses financial instruments, measured at fair value at the end of 2017, by the level in the
fair value hierarchy into which the fair value measurements is categorised:

Financial assets as at 31 December
2017 Total fair value Level 1 Level 2

€‘OOO €‘OOO E’OOO

Shareholder financial assets
Available-for-sale investments 59,463 59,463 -

Government and
government agency bonds 14,780 14,780 -

Corporate bonds 44,683 44,683 -

Policyholder financial assets 15,700,184 15,174,988 525,196
Equities 55,762 55,762 -

Fixed income securities 822,667 822,667 -

Collective Investment
Schemes 14,561,467 14,036,271 525,196
Derivative Instruments (566) (566) -

Deposits, Cash & Cash
Equivalents and Others 260,854 260,854 -

Total Financial Assets 15,759,647 15,234,451 525,196
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12. Fair value disclosures (continued)

Financial liabilities
as at 31 December 2017

Financial liabilities - investment
contracts

Total Financial Liabilities

Financial assets as at 31 December
2016

Shareholder financial assets

— Available-for-sale investments

Government and
government agency bonds

Corporate bonds

Policyholder financial assets
Equities
Fixed income securities
Collective Investment
Schemes
Derivative Instruments
Deposits, Cash & Cash
Equivalents and Others

Level 1 Level 2
€‘OOO €‘OOO

Total Financial Assets 13,531,482 13,040,617 490,865

Financial liabilities
as at 31 December 2016 Total fair value

€‘OOO

Level 1

€‘OOO

Level 2

€‘OOO

Financial liabilities - investment
contracts

Total Financial Liabilities 13,470,827 13,470,827

Total fair value

€‘OOO

15,700,184

Level 1

€‘OOO

15,700,184

Level 2

€‘OOO

15,700,184

15,700,184

Total fair value
€‘OOO

60,655 60,655

15,114 15,114

45,541 45,541

13,470,827
59,062

907,233

12,297,122
(1,296)

12,979,962
59,062

907,233

490,865

11,806,257 490,865
(1,296) -

208,706 208,706

13,470,827 - 13,470,827
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12. Fair value disclosures (continued)

There were no transfers between levels in 2017 and 2016.

With the exception of Advanced Payment of Italian Policyholders’ Tax, there are no differences between fair
values and carrying amounts of other financial assets at the Statement of Financial Position date. The fair
value of the Advanced Payment of Italian Policyholders’ Tax is €257,146k (carrying value: €257,582k) (2016:
€2 14,976k (carrying value: €214,83lk).

13. Share capital — equity

2017 2016

€‘OOO €‘OOO
A uthorised:

5,000,000 ordinary shares of€1 each 5,000 5,000

Issued

5,000,000 ordinary shares of€1 each 5,000 5,000

14. Capital contributions received and dividend paid

The Company received no capital contributions during the year (2016: €NiI).

During the year ended 31 December 2017, the Company paid a €lOm (2016: €20m) dividend to the immediate
parent Allianz S.p.A in respect of the financial year ended 31 December 2017, approved by the Board of
Directors.
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15. Capital position statement

Effective from 1 January 2016, the Solvency II Directive replaced the Solvency I regulatory solvency
requirements. The Company has assessed its overall solvency needs using the Solvency II basis. This covers
the preparation of the Solvency II Balance Sheet (which differs from the IFRS balance sheet) and the
Solvency Capital Requirement (“SCR”)/Minimum Capital Requirement (“MCR”). For the purposes of
calculating its Solvency II Pillar I capital requirements, the SCR is calculated by applying the Standard
Formula in accordance with the requirements set out in Regulation 114 of SI 485 of 2015. At the 31 December
2017, the Company’s available capital resources were in excess of the regulatory capital requirements on a
Solvency II basis.

The Company’s capital position is above the Board of Director’s target management ratio of 170% of SCR as
at 31 December 2017.

The Company maintains a capital structure with a combination of share capital, capital contributions and
retained profits, consistent with the Company’s risk profile and the regulatory and market requirements of its
business.

The Company is regulated in Ireland by the Central Bank of Ireland and is required to observe the rules for the
amount and structure of the solvency capital for the business that it carries on.

The Company carries out regular projections of its capital adequacy and these are reviewed by the Board to
ensure that satisfactory levels of cover are maintained. Capital adequacy and solvency cover are reported to
the Central Bank of Ireland on a quarterly and annual basis.

No instances of non-compliance with solvency capital requirements were reported by the Company to the
Central Bank of Ireland during the year.
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16. Financial liabilities

2017

€‘OOO

13,470,827

3,074,694

828,844

(1,409,436)

(285,628)

20,883

2016

€‘OOO

11,951,635

2,584,630

389,299

(1,246,578)

(231,428)

23,269

Balance at 31 December 15,700,184 13,470,827

17. Technical provisions for insurance contracts

Insurance contracts:

Balance at 1 January

Movement during the year

Balance at 31 December

18. Deferred income

2016

€‘OOO

32

32

2016

€‘OOO

35,211

(2,993)

32,218

The income that is deferred is in respect of investment contracts on which a front-end fee applied in relation to
services to be provided in future periods. The deferred income reserve is amortised over the anticipated life of
the contracts.

The amount of deferred income that is expected to be earned more than 12 months after the Statement of
Financial Position date is €22,887,852 (2016: €24,339,080).

Investment contracts:

Balance at 1 January

Premiums collected

Change in investment contract liabilities

Claims paid

Fees paid by the unit funds

Sales inducements

2017

€‘OOO

32

Balance at 1 January

Movement during the year

Balance at 31 December

40

72

2017

f’OOO

32,218

(1,618)

30,600
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19. Creditors and other payables 2017 2016

Note €‘OOO €‘OOO

Amounts falling due within one year

Amounts due to group companies 9,407 15,379
Advance payment of Italian Policyholders’ Tax 8 60,027 54,202
Premium deposits 25,839 30,393
Claims payable 47,844 43,329
Value Added Tax 147 141
Social welfare I PAYE 100 90
Loyalty bonus payable 295 -

Other creditors and accruals 3,670 3,863

147,329 147,397

Amounts due to group companies are principally in respect of initial and ongoing commissions and investment
management fees.

20. Ultimate parent undertaking and parent undertaking of larger group

The Company’s ultimate parent undertaking is Allianz SE, a company incorporated in Germany. The
Company’s immediate parent undertaking is Allianz S.p.A., a company incorporated in Italy.

The largest group in which the results of the Company are consolidated is that headed by Allianz SE,
incorporated in Germany. The consolidated accounts of this group are available to the public and may be
obtained from Allianz SE, Konigstrasse 28, 80802 Munich, Germany.

The smallest group in which the results of the Company are consolidated is that headed by Allianz S.p.A., a
company incorporated in Italy. The consolidated accounts of this group are available to the public and may be
obtained from Allianz S.p.A., Largo Ugo Irneri 1, Trieste, Italy.

21. Related party transactions

The Company received/provided a number of services from related parties. The related party activities which
the Company now has are as follows:

— The Company has agreements with Allianz S.p.A., Allianz Global Investors GmbH, Investitori SGR S.p.A.
and PIMCO Europe Ltd for the provision of fund management services;

— The Company has an agreement with Allianz S.p.A. for the provision of fiscal, legal and actuarial services;
— The Company has an agreement with Allianz Technology SE (previously named Allianz Managed

Operations & Services SE) for IT services;
— The Company has agreements with Allianz Bank Financial Advisors S.p.A. for the provision of banking

and custodian services and for product distribution;
— The Company has agreements with Allianz Ireland PLC for the provision of internal audit services;
— The Company has an agreement with Allianz Global Life dac for the provision of compliance, office space,

other infrastructural services and the receipt of actuarial function services.
— The Company has an agreement with Metafinanz for the provision of IT consultancy services.
— The Company has an agreement with Allianz SE for the provision of marketing and distribution activities,

Solvency II models, insurance and other services.
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21. Related party transactions (continued)

Transactions with Directors

The Directors’ compensations are as follows:
2017 2016

€‘OOO €‘OOO

Salaries and related benefits 274 263
Fees as directors 132 130
Fees for other services 28 48

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

Transactions with other related parties:

Name of the Company Relationship Receivable! Expense Income Receivable!
(payable) at (payable) receivable (payable) at

1 January by the by the Paynients 31 December
2017 Company Company /(Receipts) 2017

€‘OOO €‘OOO ‘000 €‘OOO €‘OOO

Allianz SE parent - (948) - 948 -

Allianz SpA. parent (25) (175) - 54 (146)

Allianz Technology SE group (381) (549) - 880 (50)

Allianz Bank Financial Advisors SpA. group (12,581) (181,759) - 186,919 (7,421)

Allianz Ireland PLC group (38) (879) - 884 (33)

Allianz Global Life dac group 7 - 800 (534) 273

Allianz Global Investors GmbH group (1,516) (3,356) - 4,031 (841)

PIMCO Europe Ltd group (202) (891) - 856 (237)

Investitori SGR SpA. group (636) (2,492) - 2,488 (640)

Metafinanz group - (45) - 6 (39)

€1 l,478m (2016: €9,828m) of the €15,700m (2016: €13,471m) policyholder assets at year end were managed
by related Allianz SE companies. Total realised and unrealised gains on policyholder assets managed by
related Allianz SE companies are €496m (2016: €236m). €lO.5m (2016: €7m) of the shareholder cash and
cash equivalents at year end were managed by Allianz Bank Financial Advisors S.p.A. and a ftirther €90m
(2016: €68m) was managed through an inter-company cash-pool agreement with Allianz SE.
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22. Disclosure of interests in unconsolidated structured entities

Included in policyholder financial assets are investments in Collective Investment Schemes “CIS” which may
be considered to be interests in unconsolidated structured entities under IFRS 12 ‘Disclosure of interests in
unconsolidated structured entities’. The CIS are predominantly regulated SICAV funds which are all UCITS
compliant. These CIS are chosen by the various asset managers, responsible for the investment portfolio of
each fund. These SICAVs are mainly domiciled in Luxembourg, Ireland, Italy, United Kingdom, Switzerland
and France.

The table below sets out the Country of domicile of these CIS investments:

Country Value of Value of Total
Total CIS CIS

31 December 31 December
2017 2016

€‘OOO €,000

Luxembourg 8,799,677 8,503,170
Ireland 3,763,845 2,596,370
Italy 1,319,517 723,418
United Kingdom 347,938 118,409
France 170,065 159,260
Switzerland 152,815 187,660
Other 7,610 8,835
Total CIS 14,561,467 12,297,122

The table below sets out the interest held by the policyholders with regard to the geographical region where
the underlying investments of the CIS are held as at 31 December 2017:

Geographical Region Percentage Value of
of underlying underlying

CIS on CIS on
lookthrough lookthrough

basis basis
f’OOO

Europe 50.4% 7,359,365
North America 26.1% 3,795,701
Asia 9.0% 1,307,335
United Kingdom 7.7% 1,123,651
South America 1.9% 274,358
Cayman Islands 1.4% 201,549
Central America 1.0% 151,943
Australia 0.7% 101,112
Middle East 0.7% 95,075
Africa 0.5% 76,118
British Virgin Islands 0.4% 61,036
Other 0.2% 14,224
Total CIS 100.0% 14,561,467
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22. Disclosure of interests in unconsolidated structured entities (continued)

The CIS are of varying sizes and are all financed by investor equity, having been established for the purpose
of collective investment activity.

The maximum gross exposure to loss is the carrying value of €14,561m (2016: €12,297m) but the net
exposure to loss borne by the shareholder of the Company is €nil as the investments are held on behalf of the
policyholder.

The majority of the units in the CIS can be redeemed daily.

The policyholder financial assets as at 31 December 2017 were €15,700m of which €14,561in were made up
of CIS. At 31 December 2017 €1 l,478m (2016: €9,828m) of the policyholder financial assets were managed
by other entities in the Allianz Group.

During the financial year, the Company or policyholders did not provide financial support to unconsolidated
structured entities and has no current intention of providing financial or other support.

23. Contingencies

There were no contingent liabilities at 31 December 2017 (2016: €Nil).

24. Subsequent events

There were no events subsequent to the year end which require disclosure in, or amendment to, these financial
statements.

25. Approval of financial statements

The Board of Directors approved these financial statements on 12 March 2018.
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