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NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY

DIRECTORS’ REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

The Directors are pleased to submit their AnnugddReand Financial Statements of the Company ferytdar ended 31
December 2012.

Principal activities
The principal activity of the Company is the tragtgan of life assurance business in the Republicedand.

Review of the Business
The Company performed well in 2012 in a competitine challenging environment for the Irish lifeurence industry.

* New business volumes increased by 4% in Annual Rrariquivalent terms (regular premium new business
plus 10% of single premiums) in a market that dedi by 5%. The Company’s overall market share of ne
business increased from 22% to 24.4%. The liferasse industry has become more concentrated imtrece
years with a significant level of market share rweld by a small number of companies.

e Customers have continued to invest in and switcloworisk funds, predominately investing in depdsitsed
products.

« The Company’s capital position continues to bergfraith cover of over 1.86 times the minimum staityt
solvency margin requirement in 2012. The Company palividend of €113.6 million to its parent.

e The Company offers a strong product range partityulith its suite of risk-managed investment furais
also in the protection market with the Life Choammntract.

« The Company has continued with its investmentdrcdre systems, focused on improvements in itomest
facing technology, to ensure that we meet our gb&doking after new and existing customers betten any
company in the Irish market.

« The Company adopted the gender directive whictestttat insurers can no longer use the gendereof th
policyholder as a risk rating factor in pricing @én insurance policies. We have therefore equalsemium
rates between men and women for all relevant newracts entered into after the implementation dasethe
changes occurred at the end of the year, theydatitiave a significant impact on business volumgs ofit.

Financial Review
The accounts show an increase in profit over thar ye €81.0 million (2011: €53.9 million), refleatj a good
performance overall. Across the key individual $irilke experience can be described as follows:

« Gross insurance premiums written rose by 21% ta4hillion (2011: €1.02 billion).

e Total investment return was a positive €1.4 billj{@011: negative €0.2 billion) reflecting growthequity and
bond markets during the year. Property investmentside Ireland were flat and there were furthdls fim
Irish property values. Total assets grew by 10%1t4.4 billion (2011: €13.1 billion).

e Gross insurance claims paid increased by 7% to7€hillion (2011: €1.0 billion). Persistency expeme
continues to improve and is trending towards timg) lterm assumption.

« Net technical provisions increased by €1.0 billmmmpared to a decrease of €0.5 billion in 2011, ma@ly
to the increase in value of policyholders investtaen

* Net operating expenses (excluding commissions, afostles, depreciation and restructuring costsg Waver
in the year at €68.9 million (2011:€75.0 milliomeflecting efficiencies achieved through investmant
customer service and technology initiatives togettith lower staff numbers

« The Company considers that the performance of tistnbss is more appropriately reflected in the atdbd
value profit reporting methodology which showsrasg rise in the Company’s operating profits.



NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY

DIRECTORS’ REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

Embedded Value Performance

2012 2011

€m €m

New business profits 12.6 7.1
Existing business portfolio

- Planned profit 68.4 79.4

- Experience variance mortality 7.1 5.6

- Experience variance persistency (5.1) (14.8)

- Actuarial basis changes (2.5) (5.0)

67.9 65.2

Operating profit 80.5 72.2

The embedded value method is widely used withinifeeassurance industry. Under this approach fherating profit
for the twelve month period ended 31 December 2042€80.5 million (2011:€72.3 million).

Actuarial Valuations

The Company’s assurance liabilities at 31 Decentdr?2, as detailed in Notes 17, 18 and 19, wereedahy the
Company’s Appointed Actuary, Mr. David Roberts, FSPhe bases and methods of valuation employed@msistent
with those used in the returns prepared under thegean Communities (Life Assurance) Framework Rxiguns,
1994. The valuation set out in the regulatory metus adjusted for inclusion in these financiatestaents through the
removal of certain prudential reserves requireddgylation.

Profits for the year

2012 2011

€m €m

Profit on ordinary activities before tax 92.6 61.6
Tax on profit on ordinary activities (11.6) (7.7)
Profit on ordinary activities after tax 81.0 53.9
Transfer to non-distributable reserves (56.0) (33.9)
Distributable profit for the ye 25.C 20.C

Capital Movements and Dividends
Shareholder funds fell b€59.7 million (2011: increase €33.7 million) in tlgear due to profits after tax of €81.0
million less pension fund movements of €27.1 willand €113.6 million of dividends paid.

In 2012 the Directors authorised the payment alalend of €113.6 million (2011:€53 million) to Briof Ireland Life
Holdings Limited.

In 2011 the Directors authorised the payment oifdeivds of €53 million to Bank of Ireland Life Hofdjs Limited. In
addition in 2011, Bank of Ireland Life Holdings Libed added capital of €50 million to the Companyin tranches of
€25 million. This took the form of a capital cobttion of €25 million (which was credited to thepital reserve
account) and an issue of 1 ordinary share for denation of €25 million.
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NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY

DIRECTORS’ REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

The table below summarises the profit and loss wticoto its various constituent components (prensiuclaims,
investment income, expenses and policyholder ltads).

Summary Income Statement Presentation

2012 2011
€m €m
Premium Income (net of reassurance) 1,650.7 1,569.4
Claims paid (net of reassurance) (1,743.1) (1,709.2)
Investment Return 1,419.7 (161.6)
Operating Expenses (154.9) (158.9)
Change in Deferred Income Liability (2.6) 8.2
Investment charges (17.9) (17.8)
1,151.9 (469.9)
Movement in linked liabilities (843.6) 650.8
Net movement in non linked liabilities (182.5) (11p.4
Tax charge attributable to the life assurance lessin (44.8) (14.6)
Profit for the financial year 81.0 53.9

Holding Company

The Company is a wholly-owned subsidiary of Bankirefand Life Holdings Limited which is incorporalten the
Republic of Ireland. The ultimate parent companthies Governor and Company of the Bank of Irelandchviis also
incorporated in the Republic of Ireland. Underrésised restructuring programme agreed with thepgesn Union on
20 December 2011, the Governor and Company of &mk Bf Ireland has agreed to dispose of New Irefasglirance
Company plc before 31 December 2013.

Subsidiaries
The information required by Section 16(1) of then(panies (Amendment) Act, 1986 is contained in tifermation

provided in Note 23 to the financial statements.

In 2011 a receiver was appointed to BSQ Limiteduhbsidiary of the Company. BSQ Limited is a spepialpose
vehicle created to purchase, on behalf of poliaybd a development known as Beacon South Quartgarialyford,
Dublin. The acquisition was financed by way of mited recourse loan from Bank of Ireland. The vatdethis
development has fallen significantly below the leatue and the current income from the developrigimsufficient to
meet interest repayments. As the loan is limitexbuese we anticipate, in accordance with the Logre@ment (subject
to formal notification from the Bank), that the etssof BSQ Limited will be liquidated and the preds will be retained
by the Bank in final discharge of the loan. Theass heen no change in the status of BSQ Limitechd2012.

On 25 July 2012 SCI 44-46 Portugal was sold for.&5iillion. The net proceeds, after settling sargenses and
outstanding debt of €48.1 million, was distributedhe policyholders of the underlying fund.

Directors and Secretary
The names of persons who were directors at anydimi@g the year are set out on page 2. Unlesswibe stated the

Directors served for the entire period.
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DIRECTORS’ REPORT AND FINANCIAL STATEMENTS
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Directors’ and Secretary’s interest in shares
The beneficial interests of the Directors and Sacyeof the Company, in office at 31 December 20a2luding those

of spouses and minor children, in the shares oGireernor and Company of the Bank of Ireland aardudry 2012 and
31 December 2012 were

31 December 2012 1 January 2012

Directors Ordinary shares Ordinary shares
of €0.64 each of €0.64 each

John Collins 457,639 457,639
Sean Casey 54,393 54,393
Dermot Murray 52,731 52,731
David Swanton 32,196 32,196
Paul Kelly - -
Denis Kelleher 11,613 11,613
Des Crowley 1,515,253 1,515,253
Mick Sweeney 194,653 1,344,653
Pat Healy - -
David Roberts 6,893 6,893
Liam McLoughlin 82,933 82,933
Secretary
Peter Gray 6,031 6,031

The Directors and Secretary and their spouses andrrohildren had no other interests in the issakdres of any
group company at 31 December 2012.

Statement of Directors’ Responsibilities

The directors are responsible for preparing thed®ars’ Report and the financial statements in etance with Irish
law.

Irish law requires the directors to prepare finahstatements giving a true and fair view of thetesof the company’s
affairs and of its profit or loss for the year themded. Under that law the directors have eledqutépare the financial
statements in accordance with Generally Acceptetbiating Practice in Ireland (accounting standasdsed by the
Financial Reporting Council and promulgated byltistitute of Chartered Accountants in Ireland).

In preparing these financial statements, the dirsctre required to:

e select suitable accounting policies and then afty@yn consistently;
« make judgements and estimates that are reasormableradent;

- prepare the financial statements on the going gonbasis unless it is inappropriate to presume that
company will continue in business.

The directors are responsible for keeping propekbaf account that disclose with reasonable acguabany time the
financial position of the company and enable therartsure that the financial statements have besredy prepared in
accordance with the requirements of the Companas 2963 to 2012. They are also responsible fagsefrding the

assets of the company and hence for taking reakorsidps for the prevention and detection of frand other
irregularities.
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DIRECTORS’ REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

Basis of Preparation

The financial statements have been prepared oing goncern basis and in accordance with the Corapacts, 1963
to 2012, the European Communities (Insurance Uakieids: Accounts) Regulations, 1996 and Generatigefted
Accounting Practice in Ireland (accounting standasdued by the Financial Reporting Council andruigated by the
Institute of Chartered Accountants in Ireland).

Books of Account

The measures taken by the Directors to secure c¢amggl with the Company’s obligation to keep propeoks of
account are the use of appropriate systems an@quoes and employment of competent persons. Thieshad@account
are kept at 11/12 Dawson Street, Dublin 2.

Governance

The Company is subject to requirements of the @emank of Ireland’s Corporate Governance Code Goedit
Institutions and Insurance Undertakings (2010)luiiog those additional requirements for major itosbns, as the
Company has been so designated by the Central &amn&land. This code imposes minimum core starslaggbn all
insurance undertakings licensed or authorised eyCintral Bank of Ireland and additional requiretsermpon major
institutions, so as to ensure that an appropriatderabust corporate governance framework is ingolatd implemented
to reflect the risk and nature of the undertaking.

Governance Structure
The Board acknowledges primary responsibility foe torporate governance within the Company. Therdbas
approved a Board Charter and a schedule of Md®esgrved.

The Board operates the following committees:
e Audit
* Risk
* |nvestment
* Nomination & Governance
* Remuneration

Each committee of the Board is subject to a TerfrReference (drafted in accordance with the Comijsastandard)
which details the authority delegated to the con@mijt how it should be exercised and the means hghwihe
committee reports to the Board. The Board thengddés executive management of the Company to theadiiag
Director subject to a set of key policies. The Mging Director’'s key objective is to manage the bass to achieve
(and report against) the annual budget subjetta@pproved risk appetite statement and key pslafieche Company.

The Managing Director, working with the senior mgament team is responsible for ensuring that thectibes of the
team are clear and consistent with the strategio fiirough personal objectives and key prioriti¢es.must also ensure
that resources and skills are adequate to delineeptan within the policies of the Company.

Board and Board Composition
In accordance with the requirements of the Corgo@dvernance Code, the Board undertook a revieRoafd and
Director effectiveness during the year includingfaoning Directors had sufficient time to dedicabethe role.
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A summary of each of the Directors is as follows:

Director Category Date of Committee memberships
Appointment
John Collins Independent NED, Chairman  15/09/2004 Nomination and Governance,
Remuneration
Sean Casey Executive, Managing 03/04/1996 Rislestment
Dermot Murray Group NED 30/09/1999
David Swanton Executive 03/04/1996 Investment
Paul Kelly Independent NED 21/07/2004 Investme@hd(r), Audit, Risk
(Temporary Chair) from July
2012 until December 2012.
Denis Kelleher Executive 27/03/2008
Des Crowley Group NED 27/03/2008
Mick Sweeney Group NED 30/09/2009 Nomination am/&nance,
Remuneration, Investment
Pat Healy Senior Independent NED | 28/04/2010 Nomination and Governance,
(Chair) Remuneration (Chair),
Audit (Chair), Risk
David Roberts Executive 23/02/2010 Risk, Investmen
Liam McLoughlin Group NED 16/02/2012 Risk
Tony O'Riordan Independent NED 21/02/2011 Risk (Chair), Audit (until date of
(resigned resignation)
15/06/2012)
Ashok Gupta Independent NED 01/01/2013 Risk (Chaiit

Fitness and Probity

The Central Bank Reform Act (2010) introduced austay system for the regulation by the Central Bahlreland of
persons performing control functions and pre apgdosontrol functions in regulated entities. Then&#s and Probity
Standards (Code issued under Section 50 of the shegify the minimum standards of fitness and pyolwhich all
persons performing control functions or pre appdosentrol functions shall apply in relation to #ueas of competence
and capability, acting honestly, ethically and wittegrity and being financially sound.

The regime applied to pre approved control funaidmom 2011, and from December 2012 to control tfions.

Following a Board review, the Board was able toatate that all control functions and pre approvedtiml functions,
including all Directors and certain other employ@ese compliant with the Fitness and Probity Stadslaand had
obtained each person’s written agreement to abidbeoStandards.

Risk Strategy

The Company as required under the Corporate Goween@€ode has a documented risk appetite. The Baresdres
that the risk management framework and internaltrots reflect the risk appetite and that there adequate
arrangements in place to ensure that there isaegeporting to the Board on compliance with tisi& d@ppetite.

The risk strategy sets out the key principles wiiefine the framework of risk management within @empany. This
ensures risk is managed in a manner consistenttitiCompany’s Strategic Plan and that the Compgargpital and
reputation is maintained in order to compete agivel in the life assurance and pensions markisk Bontrols and
reporting mechanisms are in place to alert managetodreaches (including potential breaches) isfribk strategy.
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DIRECTORS’ REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

The key principles of the Company’s risk straterg. a

Capital
Solvency

Company’s Capital

Strategic Decisions

Profit
Embedded Value

Reputational
Culture

Documentation

Advice

Treating Customers
Fairly

Regulator
Operational / HR
Employees

Resources

Remuneration

Business Recovery

The Central Bank of Ireland requires thatratio of free assets to the Required Minimum
Solvency Margin should exceed 150%.The Board haptad a target capital of 1.75 of
the required minimum.

Manage the interests of the Cawypathin the risk appetite approved by the Board.

Financial Condition Report used as part of majat stnategic decision making process.

The impact of the net aggregate sexpato stress tests should not reduce the current
embedded value by more than 30%.

Ensure risk management is part of the ceilbd every aspect of the business.

All marketing literature, contractuldlcumentation and correspondence will be clear,
transparent and easy to understand. The Compangtegy is to ensure that its customers
can make informed decisions based on the presemtatits documentation.

Advice offered by its financial advisors @ all times compliant with all regulatory
requirements and best industry practice.

All customers are treated fairly and honestly &ttisles when transacting business
with the Company.

An open and transparent relationship antained with the Central Bank of Ireland.
Compliance with all legal and statutory requirersent

Protect the safety of the Company’s eyegie.

Ensure the Company has sufficient anguatidy qualified staff. Key staff are of good
repute and integrity and meet fit and proper detat all times.

Incentive schemes will reward longténancial stability and risk control and will not
promote growth outside risk appetite.

The Company will maintain andlegty test an adequate business recovery plan.
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DIRECTORS’ REPORT AND FINANCIAL STATEMENTS
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Risk Management
The Board has assigned the following duties tadBthard Risk Committee under the Committee’s TermReference:

The preparation for approval by the Board of:
» the risk management framework,
« the risk management policy,
« the risk appetite statement, and
e the risk management annual plan.

The Board Risk Committee will also monitor the éoling:
« adequacy of controls to ensure appropriatenedy, @avention, detection and completeness.
e controls are proportionate to risk.
« the review of escalation mechanisms.
< the review of remedial action proposals where expom (potential) breach of tolerance limits.
» liaison with Internal Audit to consider their anhaadit plan.
e the Financial Condition Report.

The Company applies a three line of defence appréaaisk management. The first line of defencehis senior
manager responsible for the risk and internal cbrénvironment of the relevant area. It is the oesibility of the

relevant senior manager to identify, quantify, nneagagainst the risk appetite and tolerance),rogmhanage, mitigate
and report on risk exposures in his/her area. Eeersl line of defence is provided by the Risk Mamagnt, Internal
Control and Compliance functions. These units stipgood risk management oversight and independastgss and
report on the key risk areas of the business. fiing line of defence is that of Internal Audit.

Principal Financial Risks

The most significant financial risks faced by then@pany are in the areas of interest rate risk,tegquice risk, currency
risk, lapse risk, liquidity risk and credit / coenparty risk. A description of these risks is camgd in Note 26 to the
accounts.
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DIRECTORS’ REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

Internal Controls

The Directors acknowledge their overall responisybfor the Company’s systems of internal cont@iich systems can
provide only reasonable and not absolute assurag&iest material financial misstatement or fraugtSlosses could
arise because of the nature of the Company’s bssimeundertaking a wide range of financial sewitt&at inherently
involve varying degrees of risk.

The Company’s overall control systems include:

* Aclearly defined organisation structure with defirauthority limits and reporting mechanisms tdaigevels
of management and to the Board which support thiaterence of a strong control environment;

- Board Committees, with appropriate terms of refeeemesponsible for core policy areas;

* An annual budgeting and monthly financial reportsygstem, which enables progress against longer-term
objectives and annual plans to be monitored, trémtte evaluated and variances to be acted upon;

« A comprehensive set of policies and proceduredimglao capital expenditure, financial risks (inding
interest, currency and liquidity risk) and operatibrisk management, and

* An Audit Committee that reviews the effectivenetthe systems of control.

Controls are reviewed systematically by Group ImikrAudit of the Governor and Company of the Bafikreland,
which has a Group-wide role. Emphasis is focusedreas of greatest risk as identified by risk asialy

The effectiveness of the Company’s internal costislassessed on an ongoing basis and is forneafigwed annually
by the Audit Committee and by the Board. This iki@eed primarily by a review of the risk self assaent returns
from management, of the work of the Group Interatlit function, and of the reports provided by Bempany’s

external auditors, which include details of any eniat internal control issues identified. The masibf all committee
meetings are circulated to the Board.

Auditors

The auditors, PricewaterhouseCoopers, have indidghtsbr willingness to be re-appointed in accordanith section
160(2) of the Companies Act, 1963.

Directors

Sean Casey
David Roberts

Date: 26 April 2013
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INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF NEW IRELAND ASSURANCE COMPANY,
PUBLIC LIMITED COMPANY

We have audited the financial statements of Nelak Assurance Company, plc for the year ended&emMber 2012
which comprise the Profit and Loss Account, theaBak Sheet, the Statement of Total Recognised @athd osses,
the Accounting Policies and the related notes. Tihencial reporting framework that has been appliedtheir
preparation is Irish law and accounting standasdsdd by the Financial Reporting Council and prgateld by the
Institute of Chartered Accountants in Ireland (Gatig Accepted Accounting Practice in Ireland).

Respective responsibilities of directors and audits

As explained more fully in the Statement of DiregstdResponsibilities set out on page 6, the dinectre responsible
for the preparation of the financial statementsngj\a true and fair view. Our responsibility isaodit and express an
opinion on the financial statements in accordandé wish law and International Standards on AuwjtiUK and
Ireland). Those standards require us to comply thighAuditing Practices Board’s Ethical StandamtsAuditors.

This report, including the opinions, has been pregdor and only for the company’s members as g limdccordance
with Section 193 of the Companies Act, 1990 andnfoother purpose. We do not, in giving these apisj accept or
assume responsibility for any other purpose omya@her person to whom this report is shown av imhose hands it
may come save where expressly agreed by our mient in writing.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the am®wand disclosures in the financial statementcgift to give
reasonable assurance that the financial stateraemfsee from material misstatement, whether cabgedaud or error.
This includes an assessment of: whether the adogupblicies are appropriate to the company’s cirstances and
have been consistently applied and adequatelyodisd| the reasonableness of significant accousstiates made by
the directors; and the overall presentation offthancial statements. In addition, we read all finencial and non-
financial information in the Directors’ Report tdentify material inconsistencies with the auditedhcial statements.
If we become aware of any apparent material messtants or inconsistencies we consider the imptinatifor our
report.

Opinion on financial statements
In our opinion the financial statements:

e give a true and fair view in accordance with Gelyeraccepted Accounting Practice in Ireland of tstate of the
company'’s affairs as at 31 December 2012 and @i d8t for the year then ended; and

< have been properly prepared in accordance withrdfairements of the Companies Acts 1963 to 2012thad
European Communities (Insurance Undertakings: Act)iRegulations, 1996.

12



INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF NEW IRELAND ASSURANCE COMPANY,
PUBLIC LIMITED COMPANY

Matters on which we are required to report by the @mpanies Acts 1963 to 2012

We have obtained all the information and explamatiohich we consider necessary for the purposesrodudit.
In our opinion proper books of account have beqrt kg the company.

The financial statements are in agreement wittbtieks of account.

In our opinion the information given in the DirergbReport is consistent with the financial statetse

The net assets of the company, as stated in thenBalSheet, are more than half of the amount afaited-up
share capital and, in our opinion, on that bassdltid not exist at 31 December 2012 a finandiahton which
under Section 40 (1) of the Companies (Amendment) 2983 would require the convening of an extrawg
general meeting of the company.

Matters on which we are required to report by excepon
We have nothing to report in respect of the prawisiin the Companies Acts 1963 to 2012 which requsrto report to
you if, in our opinion, the disclosures of diregaemuneration and transactions specified by leswnat made.

Garvan O’Neill

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

Date: 26 April 2013
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NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMP ANY
ACCOUNTING POLICIES AND ESTIMATION TECHNIQUES

The significant accounting policies and estimat@chniques adopted by the Company are as follows:

Basis of Preparation

The financial statements have been prepared irdacoe with accounting standards generally accaptéeland and
Irish statute, comprising the Companies Acts, 1862012 and the European Communities (Insuranceettiakings:
Accounts) Regulations, 1996 (the “Regulations”)jclhcover the format and content of insurance comccounts.
The financial statements have been prepared irdaosoce with applicable standards. A summary oftbee important
accounting policies is set out below, together aithexplanation of where changes have been maute¥@us policies
on adoption of new accounting standards in the.y&arounting standards generally accepted in lckianpreparing
financial statements giving a true and fair view #rose published by the Institute of Charteredofiotants in Ireland
and issued by the Accounting Standards Board.

Compliance with Statement of Standard Accountingcite (“SSAP”) 19 - Accounting for Investment Peotes
requires departure from the requirements of theuR¢igns relating to depreciation and an explamatibthe departure
is given in the accounting policy note relatinginwestments below. The financial statements alsoptp with the
statement of recommended practice on Accountindrsurance Business (“ABlI SORP”) issued by the A&®mn of
British Insurers in December 2005 and revised inddgber 2006.

Historic Cost Convention

The financial statements are prepared under theritial cost convention modified by the valuatidnirvestments as
outlined in the accounting policy for investmentsed below.

Contract Classification
The Company issues contracts that transfer insarasi or financial risk or both.

Insurance contracts are those contracts that gasgfnificant insurance risk. Such contracts mag &ansfer financial
risk. As a general guideline, the Company defiresignificant insurance risk the possibility of lmyto pay benefits
on the occurrence of an insured event that areast 5% or more than the benefits payable if thergd event did not
occur. A contract classified as an insurance cohtrantinues to be treated as such until all rigimts obligations under
the contract expire. All non unit linked policiessiuied are insurance contracts.

Investment contracts are those contracts that ferariimancial risk with no significant insuranceski Unit linked
contracts written by the Company where the ligpilihder the contract is dependent on the valué@funderlying
financial assets, derivatives and / or investmeaperty are classified as investment contractsssriflee contracts also
contain features that transfer significant insuearisk.

Insurance Premiums

Premiums written, other than those in respect dflinked policies, are accounted for on an acaumlsis. Unit linked
insurance contract premiums are accounted forers#fme period as the policy liabilities resultirg those premiums
are created. This is normally the period of receipt

Outward reinsurance premiums are accounted focdordance with the contract terms when due for gaym

14



NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY
ACCOUNTING POLICIES AND ESTIMATION TECHNIQUES

Insurance Claims

Maturity claims and annuities are recognised whee fbr payment. Surrenders are accounted for wiaéah qr, if
earlier, on the date when the policy ceases tmtladed within the calculation of the life assumteisiness provision
and /or the technical provision for linked liabhés. Death claims and all other claims are accauftewhen notified.
Reinsurance recoveries are accounted for in the gmriod as the related claim. A provision is memleeflect risk
related claims incurred in the year but which waséenotified to the Company at the balance shetet da

Unit Linked Investment Contracts

Amounts received in respect of investment contrasfsich principally involve the transfer of finaatirisk, are
accounted for using deposit accounting, under whilounts collected are credited directly to thebed sheet, as an
adjustment to the liability to the policyholdernkncial liabilities in respect of investment contsaare carried in the
balance sheet within ‘Technical provisions for dKiabilities’.

Fees receivable from investment contracts (include®ther technical income’) and investment incoaral interest
payable on contract balances are recognised iprtfi¢ and loss account in the year they are asslessless they relate
to services to be provided in future years, in Wwhiase they are deferred and recognised as theesénprovided.

Incremental costs that are directly attributablesdouring investment contracts, and are expectbé tecoverable, are
deferred and recognised in the balance sheet asrél@facquisition costs. The asset is amortis¢teaselated fees for
investment management services are recognised.

Investment Return

Investment return comprises all investment incoraalised investment gains and losses and moverentwrealised
gains and losses, net of investment expenses amdesh Dividends are included as investment incomthe date that
the shares are quoted ex-dividend. Interest, moheapenses are accounted for on an accruals basis.

Realised gains and losses on investments carriiil aalue are calculated as the difference betwest sales proceeds
and purchase price. In the case of investmentaded at amortised cost, realised gains and lossesakculated as the
difference between sale proceeds and their latastiog value. Movements in unrealised gains anssde on
investments represent the difference between thedhue at the balance sheet date and their psechece or their fair
value at the last balance sheet date, together thwithreversal of unrealised gains and losses résedjrin earlier
accounting periods in respect of investment disigaeahe current period.

Management Expenses
Management expenses, administration and non-atignisiosts are charged to the technical accounlifloassurance
business when incurred.

Share Based Payments

The Company participates in a number of equity eslimsed payment schemes operated by the Compdtiyiate
parent, The Governor & Company of Bank of Ireland@ plc. The fair value of the employee serviaseived in
exchange for the grant of options on shares isgrsed as an expense. The total amount to be eagpeneer the
vesting period is determined by reference to tlirevilue of the options or shares granted, excigidire impact of any
non-market vesting conditions. Non-market vestiagditions are included in assumptions about thelbmsrof options
or shares that are expected to vest. At each akimeet date, the Company revises its estimateafumber of options
or shares that are expected to vest. It recogttigesnpact of the revision of the original estinsaté any, in the profit
and loss account.
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NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY
ACCOUNTING POLICIES AND ESTIMATION TECHNIQUES

Deferred Acquisition Costs
Acquisition costs comprise the direct and indilemsts of acquiring and processing new business.

For regular premium contracts, where a series wiréupremiums are expected to be received, onlgriop of the
acquisition costs incurred in the year of sale @eered by the revenue margins received in that. yi@e balance
remains to be covered by margins in future yeadsisshown as deferred acquisition costs in thenfinal statements.

For contracts which recoup charges during an Initén allocation period, the rate of amortisatidntiee deferred
acquisition costs is based on a prudent assessrhtre expected pattern of receipt of the futureneie margins. The
future revenue margins utilised include only thosergins earned during the non-allocation period.

For contracts where the charges are spread ovdifehef the policy, the amortisation rate is umifo over the first
five/ten years of the contracts (five for insuranoatracts and structured products and ten forsimvent contracts).

For single premium business and group risk corgradbere acquisition expenses are recovered immeddithere is no
deferral of acquisition costs. For single premiunsibess, where acquisition expenses are not resthvemimediately,
there is deferral of the acquisition costs, witmi&orm amortisation rate over the first five/tegays of the contract.

Foreign Currency
Items included in the financial statements of themPany are measured using Euro, the functionalenayr of the
economic environment in which the Company operates.

Foreign currency transactions are translated intwoEusing the exchange rates prevailing at the sdafethe
transactions. Foreign exchange gains and lossedtimgsfrom the settlement of such transactions #mn the
translation at year-end exchange rates of monedasets and liabilities denominated in foreign cwies are
recognised in the profit and loss account for theqa.

Translation differences on non monetary items, agkquities held at fair value through profit@sd, are reported as
part of the fair value gain or loss.

Operating Leases
Rentals payable under operating leases are chardld profit and loss account as incurred oveldhse term.

Dividends
Dividends are recognised when paid.

Pensions

The Company operates a defined benefit pensiomseh€he pension asset / liability recognised inlthkance sheet is
the present value of the schemes’ liabilities thesvalue of the schemes’ assets net of relateztréef tax. The pension
cost for the scheme is analysed between curreniceecost, past service cost and net return orpéresion scheme.
Current service cost is the actuarially calculgbeglsent value of the benefits earned by the aetmployees in each
period. Past service costs, relating to employeecgein prior periods arising in the current perias a result of the
introduction of, or improvement to, retirement bi@se are recognised in the profit and loss — tédnaccount on a
straight-line basis over the period in which ther@ase in benefit vests.

Net expected return on the pension assets compiighe expected return on the pension schemesassstinterest on
scheme liabilities.

The actuarial gains and losses which arise fromlaation and from updating the latest actuariabatbn to reflect

conditions at the balance sheet date are takemetgstatement of total recognised gains and lossethé period. The
attributable deferred taxation is shown separatetiie statement of total recognised gains anceloss
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NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY
ACCOUNTING POLICIES AND ESTIMATION TECHNIQUES

Taxation
Taxation is provided on profits and income earmeddte less relief.

Deferred tax is provided in relation to unrealiggins or losses on unit linked assets and exglioitl all other timing
differences that have originated but not revergatieabalance sheet date where transactions otsetrat result in an
obligation to pay more tax in the future or a righpay less tax in the future have occurred ab#lance sheet date.

Timing differences are temporary differences betwgmfits as computed for tax purposes and praBtstated in the
financial statements, which arise because certainsi of income and expenditure in the financialestents are dealt
with in different years for tax purposes.

Deferred tax is measured at the tax rates thabgpected to apply in the years in which the timiliierences are
expected to reverse, based on tax rates and lawv$alve been enacted or substantially enactedebpdtance sheet
date. Deferred tax is recognised in the profit Exsd account for the period, except to the extat it is attributable to
a gain or loss that is recognised directly in tia¢esnent of total recognised gains and losses.

Investments

Land and buildings
Land and buildings are valued at open market vigoat~ull valuations are made by independent, ifmally
qualified valuers every year.

In accordance with SSAP 19, no depreciation or &sadion is provided in respect of freehold investinproperties
and leasehold investment properties with over 203/&® run. Under the Regulations, land and builsliare required to
be depreciated over their expected useful econdimés. This requirement conflicts with the generadiccepted
accounting principle set out in SSAP 19. The Destconsider that, as these properties are helihf@stment, to
depreciate them would not give a true and fair yiemd that it is necessary to adopt SSAP 19 inrdadgive a true and
fair view.

Other financial investments

The Company classifies its financial assets ineoftllowing categories: Shares and other variai#égysecurities and
units in unit trusts — at fair value through pradfitloss; debt securities and other fixed-inconmustes — at fair value
through profit or loss; and deposits with credistitutions - loans and receivables. Managementrihgtes the
classification of its investments at initial recdtgm and re-evaluates this at every reporting date

(a) Shares and other variable-yield securities angits in unit trusts, and debt securities and othixed interest
securities — at fair value through profit or loss

Financial assets designated at fair value througiitpand loss at inception are those that are meteand whose
performance is evaluated on a fair value basi®rinétion about these financial assets is providégimally on a fair
value basis to the entity’'s key management perdomhe investment strategy for these asset typé&siisvest in listed
and unlisted equity securities and fixed interagt debt securities, and derivatives designated upibal recognition at
fair value through profit or loss.

The fair values of listed investments are basedurent bid prices on the balance sheet date. tddlimvestments for
which a market exists are also stated at the cubidrprice on the balance sheet date or the fadirtg day before that
date. The fair values of other unlisted investmefatis which no active market exists, are estabtishg the Directors
using valuation techniques which have prudent gkgarthe likely realisable value. These include aobeecent arms
length transactions, reference to other instrumérds are substantially the same, discounted dash dnalysis and
other pricing models.

Realised gains or losses on investments are peskantthe profit and loss account within investmérdome.
Unrealised gains or losses arising from changdiseidair value of financial assets at fair valuetigh profit or loss are
presented in the profit and loss account withinrgé#ised gains on investments’ or ‘Unrealised Isss® investments’
in the period in which they arise.

17



NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY
ACCOUNTING POLICIES AND ESTIMATION TECHNIQUES

(b) Deposits with credit institutions - Loans andaeivables

Loans and receivables are non-derivative finarasakts with fixed or determinable payments thahatejuoted in an
active market, other than those that the Compatands to sell in the short term or that it has glesied at fair value
through profit or loss. When a financial asseeisognised initially it is measured at fair valuagtransaction costs that
are directly attributable to the acquisition orussof the financial asset. Loans and receivablesirariuded at the
amount of the advance outstanding at the balarext slate, less a provision for any irrecoverablewr This basis of
valuation is viewed by the Directors as having pntdegard to the likely realisable value.

Derivative Financial Instruments

Derivatives are initially recognised at fair valoa the date on which a derivative contract is emtento and are
subsequently re-measured at their fair value. Ghangthe fair value are recognised immediatelheprofit and loss

account. Fair values are obtained from the quotedket prices in active markets, or using valuatiechniques,

including discounted cash flow models and optionsiqg models, as appropriate. All derivatives eagried as assets
within investments for the benefit of life assurammlicyholders who bear the investment risk.

Derivative financial instruments also include fgreiexchange contracts, which include spot and fatveantracts.
These represent agreements to exchange the cumémene country for the currency of another coumtryan agreed
price and settlement date. Gains and losses apgnised in the profit and loss based on the exahaatg on date of
settlement or balance sheet date.

Tangible Assets and Depreciation
Fixed assets are stated at cost less accumulapeeloition. Depreciation is calculated to amortisecost of the assets
over the period of their estimated useful livethatfollowing rates:

Computer equipment 20%-33% straight line
Office Equipment 20%-33% straightli

Life Assurance Provision

The life assurance provision is calculated by th@m@any’s Appointed Actuary with due regard to theuarial
principles laid down in the European Communitiegfe(LAssurance) Framework Regulations, 1994. Thecjpal
assumptions are contained in note 19.

The technical provisions relating to term assuraacd term critical illness are calculated usingrasg premium
valuation method, based on generally accepted @atyminciples. The provision is not less thanttivich would be
determined on an appropriate net premium valuati@hod. An expense provision is made for pensicurance
contracts secured by recurring single premiums fandannuity and future claim payments under immedennuity
contracts. Tests of adequacy are carried out oregerves held for group life and disability inswra.

Technical Provision for Linked Liabilities
Liabilities under unit linked contracts are recagu as and when the units are created and arediegiam the value of
the underlying financial assets, derivatives aodihvestment properties.

Unit linked contracts which transfer significansimance risk, including guaranteed benefits, asstfied as insurance
contracts and are carried in the balance sheen @neunt determined by the valuation of the relateis on the
valuation date.

Unit linked contracts which principally involve theansfer of financial risk are classified as inwesnt contracts and

are carried in the balance sheet at fair value. falrevalue of these financial liabilities is eqalent to the amount
payable on demand without penalty.
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NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY
ACCOUNTING POLICIES AND ESTIMATION TECHNIQUES

Reinsurers’ Share of Technical Provisions
The reinsurers’ share of the technical provisiomiscalculated on a basis consistent with the calonlaof the

corresponding liabilities.

Financial Liabilities
Overdrafts are recognised at fair value, net afdaation costs. Other financial liabilities, cadri fair value, relate to
unit linked investment contracts under ‘Technicalyision for Linked Liabilities’, and creditors.

Non-Distributable Reserve

The surplus available for distribution is deterndingy the Appointed Actuary following his annual @stigation in
accordance with the requirements of the Europeann@mities (Life Assurance) Framework Regulatior894L This
surplus is released from the non technical resang retained in the profit and loss account. Alh ribstributable
amounts in the profit and loss - non technical aotare transferred to the non-distributable reserv
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NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2012

Technical Account - Life Assurance Business

2012 2011
Notes €m €m
Earned premiums, net of reinsurance
Gross premiums written 1 1,235.4 1,019.8
Outward reinsurance premiums (89.1) (104.0)
1,146.3 915.8
Income and realised gains on investments 3 564.1 201.¢
Unrealised gains on investments 3 855.6 863
Other technical income, net of reinsurance 4 53.0 69.9
Total technical income 2,619.0 824.1
Claims incurred, net of reinsurance
Claims paid
- gross amount (1,063.7) (995.0)
- reinsurers' share 62.1 52.0
(1,001.6) (943.0)
Change in the provision for claims
- gross amount 18 (7.0) (8.3)
- reinsurers' share 18 7.4 1.1
0.4 (7.2)
(1,001.2) (950.2)
Change in technical provisions, net of reinsurance
Life assurance business provision, net of reinsigan
- gross amount 18 (414.3) (182.8)
- reinsurers' share 18 231.8 70.4
(182.5) (112.4)
Technical provisions for linked liabilities 17 (1,136.7) 483.7
(1,319.2) 371.3
Net operating expenses 5 (154.9) (158.9)
Investment charges 3 (17.9) (17.8)
Tax charge attributable to the life assurance busiess 8 (44.8) (14.6)
(217.6) (191.3)

Balance on the technical account - life assuranceisines: 81.C 53.¢

All of the amounts above are in respect of contiguaperations.
The accounting policies and estimation techniquepages 14 to 19 and notes on pages 24 to 52 foinmtegral part
of these financial statements.

Directors

Sean Casey
David Roberts

Date: 26 April 2013
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NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2012

Non-Technical Accoun

2012
Notes €m
Balance on the technical account - life assuranceisines: 81.0
Tax attributable to shareholders' profit 8 11.6
Profit on ordinary activities before tax 7 92.6
Tax on profit on ordinary activities 8 . (11.6)
Profit for the financial year 81.0
Transfer to non-distributable reserve 18 (56.0)
Distributable profit 25.0
Dividend 9 (113.6)
Retained profit for the financial year (88.6)
Retained profit at the start of the year 181.8
Retained profit at the end of the yea 18 93.2
STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
2012
Notes €m
Profit on ordinary activities after tax 81.0
Actuarial loss 24 (31.0)
Deferred tax on actuarial loss 3.9
Total gains and losses recognised relating to thegr ~ 539

2011

€m

53.9

7.7

61.6
(7.7)

53.9

(33.9)

20.0
53.0

(33.0)

214.8

181.8

2011
€m

53.9
(19.7)
2.5

36.7

The accounting policies and estimation techniquepages 14 to 19 and notes on pages 24 to 52 forimtegral part

of these financial statements.
Directors

Sean Casey
David Roberts

Date: 26 April 2013
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NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA

BALANCE SHEET AS AT 31 DECEMBER 2012

NY

Asset:

Investments

Land and buildings
Other financial investments

Investments for the benefit of life assurance policholders

who bear the investment risl

Reinsurers' share of technical provision
Life assurance business provision
Claims outstanding

Debtors

Debtors arising out of direct insurance operations
- policyholders

Due from fellow subsidiaries

Other debtors

Other asset:

Tangible assets

Deferred taxation

Cash at bank and in hand

Prepayments and accrued incomr
Accrued interest and rent

Other prepayments and accrued income
Deferred acquisition costs

Total asset:

Notes

10
11

12

18
18

13

14
21

15

2012

€m

12.3

1,418.2

11,610.5

940.6
18.2

958.8

45.5
1.0
6.3

52.8

10.4
22.1
17.6

50.1

46.0
0.7
210.3

257.0

14,359.

2011

€m

13.2
1,239.5

10,686.6

708.8
10.8

719.6

50.7
0.9
3.0

54.6

135
47.6
46.7

107.8

33.8
0.4
199.5

233.7

__ 13055¢

The accounting policies and estimation techniquepages 14 to 19 and notes on pages 24 to 52 forimegral

part of these financial statements.

Directors

Sean Casey
David Roberts

Date: 26 April 2013
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NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA

BALANCE SHEET AS AT 31 DECEMBER 2012

NY

Liabilities

Capital and reserve:
Called up share capital
Share premium account
Capital reserve

Non - distributable reserve
Profit and loss account

Shareholders' funds - equity interest
Technical provisions

Life assurance business provision
Claims outstanding

Technical provisions for linked liabilities

Creditors

Creditors arising out of direct insurance operaion
Due to fellow subsidiaries

Bank overdraft

Other creditors including tax and social security

Accruals and deferred income
Total liabilities excluding pension liability

Pension liability

Total liabilities including pension liability

Notes

20

18

18

18

25

18
18

17

24

16

2012

€m

22.8
25.7
42.7
387.7
93.2

572.1

1,746.5
126.0

1,872.5

11,484.9

183.7
9.7
51.6
34.9

279.9

89.1
14,298.5

61.2

14,359.

2011
€m
22.8
25.7
42.7
358.8
181.8
631.8
1,332.2
119.0

1,451.2

10,641.3

128.7
41.2
36.9
40.6

247.4
47.2

13,018.9
36.1

__ 13055¢

The accounting policies and estimation techniquepages 14 to 19 and notes on pages 24 to 52 foinmtegral part

of these financial statements.

Directors

Sean Casey
David Roberts

Date: 26 April 2013
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NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

PREMIUMS WRITTEN — CONTRACTS CLASSIFIED AS INSURANC E :

1 PREMIUMS WRITTEN

A. Gross Premiums Written

2012 2011
Individual  Individual Group Total Individual Indivi dual Group Total

Life Pensions  Contracts Life Pensions  Contracts

€m €m £€m €m €m €m €m €m
Unit-linked 102.9 57.9 58.6 219.4 118.4 62.7 48.8 229.9
Non-participating 93.3 0.8 20.6 411 83.2 0.9 19.4 103.5
Periodic premiums 196.2 58.7 79.2 .334 201.6 63.6 68.2 3334
Unit-linked 329.5 427.0 29.3 785.8 236.8 286.6 26.3 549.7
Non-participating - 1155 - 1155 - 136.7 - 136.7
Single premiums 329.5 542.5 29.3 901. 236.8 423.3 26.3 686.4
Total premiums written 525.7 601.2 108.5 1,235.4 438.4 6.98 94.5 1,019.8

The written premiums above in 2012 and 2011 arim® tontracts which meet the FRS 26 definitiomstirance.

All business is written in the Republic of Ireland.
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NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

1

PREMIUMS WRITTEN (CONTINUED)

B. Gross New Business Premiums

Individual  Individual

Life Pensions

€m €m
Unit-linked 6.7 295
Non-participating 22.2 -
Periodic premiums 28.9 29.5
Unit-linked 329.5 427.0
Non-participating 1155
Single premiums 329.5 542.5
Total new business premiums 358.4 572.0

2012

Group Total Individual Indivi dual
Contracts Life Pensions
€m €m €m €m
.46 52.6 7.7 20.7

- 22.2 1.2 -

16.4 74.8 29.2 20.7

29.3 785.8 236.8 286.6

- 115.5 - 136.7
29.3 901. 236.8 423.3

45.7 976.1 266.0 444.0

The new business premiums above in 2012 and 2044 faom contracts which meet the FRS 26 definibbmsurance.

All business is written in the Republic of Ireland.

C. Reinsurance Balance

The net reinsurance debit in the technical acctmurthe year amounted to €212.2 million (2011: €1illion).
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2011
Group Total
Contracts
€m €m
19.1 475
- 215
19.1 69.0
26.3 549.7
- 136.7
26.3 686.4
45.4 755.4




NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

2. STAFF COSTS

2012 2011
€m €m
Wages and salaries 33.7 34.7
Social security costs 3.3 3.3
Other pension costs (note 24) 3.0 2.8
40.C 40.¢
The average number of employees during the yeaawésllows:
Sales and Marketing 165 169
Policy administration 310 328
Other adminstration 143 145

61€ 642

The average number of employees has decreased lh@bnarily due to staff that have left the empi@nt of the Company
under the terms of the recent voluntary severamogramme operated by the ultimate holding comp#émy,Governor and
Company of the Bank of Ireland.

Included in wages and salaries are sales commipsigments to staff of €3.0 million (2011: €3.0lraih).

3. INVESTMENT INCOME

2012 2011
€m €m
Income from land and buildings 54.1 60.7
Income from listed investments 204.9 233.3
Income from other investments 24.8 0.8
283.8 294.8
Net return from pension scheme (1.2) -
Net gains / (losses) on realisation of investments 81.2 (92.9)
564.1 201.¢
Investment Activity Report
Investment income 282.7 294.8
Investment management expenses (17.9) (17.8)
Net realised gains / (losses ) 281.4 (92.9)
Net unrealised gains / (losses ) 855.6 (363.5)
Total investment return 1,401.¢ (179.4
Included in the total investment return are nehgair
losses on financial assets at fair value througffitpr loss:
Designated at FVTPL 281.4 (92.9)
Unrealised gains / (losses) 855.6 (363.5)
Total net realised and unrealised gains / (losseisicluded
in investment return 1,137.( (456.4

None of the investment income is derived from itwvests in any other group undertakings of Bankreliahd Life Holdings
Limited, the Company’s immediate parent.
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NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

4. OTHER TECHNICAL INCOME, NET OF REASSURANCE

Other technical income of €53.0 million (2011:€691llion) comprises fees for policy administratiand asset
management services arising from unit — linked $twent contracts and movement in the deferred iedahility.

5. NET OPERATING EXPENSES

2012 2011

€m €m

Acquisition expenses 80.1 87.2
Change in deferred acquisition costs (10.8) (8.0)
Other expenses 85.6 79.7
154.¢ 158.¢

The analysis of operating expenses between comatipg cost and cost of sales is as follows:

Core operating expenses 68.9 75.0
Depreciation 6.1 5.6
Restructuring and other non core costs - 1.3
75.0 81.9
Comission payments (including to employees) 87.7 82.0
Other sales related costs 3.0 3.0
Change in deferred acquisition costs (10.8) (8.0
Total operating expens 154.¢ 158.¢

Acquisition expenses include an allocation of cosgioin on new business and operating expensesitetatthe acquisition of
new business.

6. COMMISSIONS
Total commissions for direct insurance incurredi®yCompany during the year, excluding paymen&niployees was €84.7

million (2011: €79.0 million).

7. PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION

This is stated after charging 2012 2011
€m €m

Depreciation 6.1 5.6

Operating lease rentals other 0.6 0.6

Operating lease rentals property 0.5 0.8

Auditors' remuneration

- Statutory audit 0.4 0.4

- Other assurance services - -
- Tax advisory services - -
- Other non audit services

Total auditors' remunerati 0.4 0.4
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NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

8. TAXATION
2012 2011
€m €m
Technical Account Charge
Corporation tax charge for the year 8.1 7.9
Relief for double taxation (1.6) (1.8)
Overseas tax 13.0 16.5
Prior year over provision 0.2 -
19.3 22.6
Deferred tax charge (note 21): Origination and resfeof timing
difference 25.5 (8.0)
44.¢ 14.€
Non-Technical Account Charge
Irish corporation tax on profits for the yi 11.€ 7.7

The tax charge on the non technical account foR228id 2011 is the same as the charge that wouldt fesm applying the
standard rate of Irish corporation tax to profitardinary activities.

9. DIVIDEND
2012 2011
€m €m
Dividend paic 113.¢ 53.C
A dividend of €0.6473 (2011: €0.3020) per share paid during the year.
10. LAND AND BUILDINGS
2012 2012 2011 2011
Mkt Value Cost Mkt Value Cost
€m €m €m €m
Investment properties 0.1 0.2 0.1 0.2
Owner occupied properties 12.2 9.9 13.1 9.9
12.2 10.1 13.2 10.1
A. Freehold 2012 2012 2011 2011
Mkt Value Cost Mkt Value Cost
€m €m €m €m
Investment properties - - - -
Owner occupied properties 1.5 1.2 1.7 1.2
1.5 1.2 1.7 1.2
B. Leasehold 2012 2012 2011 2011
Mkt Value Cost Mkt Value Cost
€m €m €m €m
Investment properties 0.1 0.2 0.1 0.2
Owner occupied properties 10.7 8.7 11.4 8.7
10.8 8.9 115 8.9
Total 12.: 10.1 13.2 10.1
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NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

10. LAND AND BUILDINGS (continued)

Land and buildings are stated in the balance satetarket value. Movements in market value areughefl in the total
investment return. While the accounting standardslavnormally require the systematic depreciatibmeestment properties
and other land and buildings, the Directors condidat no depreciation is required as to deprecfam would not give a true
and fair view. Had investment properties and otaed and buildings been depreciated, there wowe theen no significant

effect on the profit retained for the year.

The valuations have been undertaken by Lisney (€let Surveyors) in Ireland, in accordance with Btetements of Asset
Valuation Practice and Guidance Notes issued bySthaety of Chartered Surveyors in Ireland anddmgliance with the
European Communities (Life Assurance AccountseBtahts and Valuations) Regulations, 1986.

11. OTHER FINANCIAL INVESTMENTS

Financial Assets 2012
Mkt Value
€m

Financial Assets at fair value through
profit and loss

Designated upon initial recognition 1,002.7
Loans and receivables 415.5
Total financial asse 1,418.:

Included in the balance sheet as follows:

Shares and other variable yield securities 16.2
Debt securities and other fixed income securities 6.398
Loans secured by mortgages and other loans 0.2
Deposits with credit institutions 415.5
1,418..

2012
Cost
€m

896.6
415.5

1,312.:

17.0
879.4
0.2
415.5

1,312.:

2011 2011
Mkt Value Cost
€m €m
897. 922.5

342.4 342.4

1,239.t 1,264.¢
701 17.0

879.8 905.2
0.3 0.3

342.4 342
1,239t 1,264.¢

The debt securities and other fixed income seegriihcluded above with a market value of €986.3iomil(2011: €879.8

million) are listed on a recognised investment excie.
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12. INVESTMENTS FOR THE BENEFIT OF LIFE ASSURANCE P OLICYHOLDERS WHO BEAR THE
INVESTMENT RISK

2012 2011
Carrying Value Cost Carrying Value
€m €m €m
Assets held to cover unit - linked insurance cant$ra 6,360.0 6,354.4 5,742.2
Assets held to cover unit - linked investment cacts 5,250.5 5,245.9 4,944.4

11,610.! 11,600.. 10,686.!

Cost
€m

6,144.1
5,290.4

11,434.!

The carrying amounts disclosed above reasonablyogjppate the fair value at the balance sheet dete. market value of
these assets where the investment risk is bornghdypolicyholders, include €1,679.7 million (20%1t,441.3 million) in

respect of group pension funds.

Derivative financial instruments, at fair value through profit and loss, held for trading.

Included within assets held to cover linked lial#b are forward currency contracts with a fairueabain of €1.9 million
(2011: €13.2 million loss). Movements in fair valagse due to variations in exchange rates prenxpdi the dates on which
contracts mature and are reflected in the profit lass account. Gains for the year on foreign euyecontracts amounted to

€15.1 million (2011: €15.9 million loss).

13. DEBTORS ARISING FROM DIRECT INSURANCE OPERATION S

2012 2011

€m €m

Policyholders 31.0 35.2
Intermediaries 14.5 15.2

45.5 50.7

All amounts are due within one year. The carryingpants disclosed above reasonably approximatev&dire at the balance

sheet date.
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14. TANGIBLE FIXED ASSETS

Computer Equipment

Cost

At 1st January 2012
Additions

Disposals

At 31 December 2012

Accumulated Depreciation
At 1st January 2012
Charge for the year
Disposals

At 31 December 2012

Net Book Amounts
31st December 20

31st December 20

15. DEFERRED ACQUISITION COSTS

Deferred expenses at 1 January

Acquisition expenses incurred during the year
Charged to the technical account
Apportionment for the year

Amortisation of prior year acquisition expenses
Deferred expenses at 31 Decen

On insurance contracts
On investment contracts

Office Equipment

€m €m
98.0 0.6
3.0 -
(3.9) (0.5)
97.1 0.1
(84.7) (0.4)
(5.9) (0.2)
3.9 0.5
(86.7) 0.1)
10.4 -
13.c 0.2

2012

€m

199.5

80.1
(6.6)
273.0
2.

210.:

161.7

48.6

210.:

(20.3)

Total
€m
98.6
3.0
(4.9
97.2
(85.1)
(6.1)
4.4
(86.8)
10.4
13.F
2011
€m
191.5
.287
258.4
(58.9)
199.t
151.2
48.3
199.t

Acquisition expenses includes an allocation of cégsion on new business and operating expensefgetatthe acquisition

of new business

16. OTHER CREDITORS INCLUDING TAXATION AND SOCIAL S ECURITY

Taxation and social security
Government duties and levies
Other

All amounts are due within one year.

31

2012
€m

4.6
8.3
22.0
34.€

2011
€m

7.6

3.3
29.7
40.€
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17. ACTUARIAL VALUATION AND UNIT LINKED LIABILITIES

An actuarial valuation of the Company'’s liabilitiess carried out at 31 December 2012 which disdi@ssurplus within the
fund. The amount of surplus applied to meet thal tobst of policyholders’ bonus was €0.5 millior®{2: €0.9 million). The
shareholders’ share of the distributed surplus €250 million (2011: €20.0 million). The technigadovisions relating to

insurance and investment contracts are:

At 1 January

Deposits received from policyholders under investineentract
Payments made to policyholders of, and fees dedtiaien
investment contrac

Gross policy fees

Change in technical provision as shown in the teehmaccount
At 31 December

At 1 January

Deposits received from policyholders under investinoentract
Payments made to policyholders of, and fees deddiaien
investment contrac

Gross policy fees

Change in technical provision as shown in the teahaccount
At 31 December

Unit linked Unit linked
Investment Insurance
contracts contracts Total
2012 2012 2012
€m €m €m
4,950.9 5,690.4 10,641.3
504.¢ - 504 .2
(741.9) - (741.9)
(55.6) - (55.6)
586.4 550.3 1,136.7
5,244.2 6,240.7 11,484.9
Unit linked Unit linked
Investment Insurance
contracts Contracts Total
2011 2011 2011
€m €m €m
5,269.5 6,022.6 11,292.1
653.7 - 653.7
(758.9) - (758.9)
(61.9) - (61.9)
(151.5) (332.2) (483.7)
4,950.9 5,690.4 10,641.3

Financial liabilities in respect of unit-linked doscts designated as investment are carried obdtance sheet at fair value.
The related fair value of these financial liabddiis €5,244.2 million (2011: €4,950.9 million), iatn is equivalent to the

amount payable under the contract.
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18. RESERVES AND POLICYHOLDERS LIABILITIES

Life Claims
Assuranc outstanding
Provision

€m €m
Gross:
At 1 January 2012 1,332.2 119.0
Change in technical provision 414.3 7.0
Profit for the financial year - -
Transfer to non-distributal reserve - -
Actuarial loss on pension scheme (net of deferasjl t - -
Dividends - -
At 31 December 2012 1,746.5 126.0
Reinsurers share:
At 1 January 2012 (708.8) (10.8)
Change in technical provision (231.8) (7.4)
At 31 December 2012 (940.6) (18.2)
Net Amount:
At 1 January 201 623.4 108.2
At 31 December 20! 805.¢ 107.¢
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Profit and
Loss Account
€m
181.8

81.0
(56.0)

(113.6)
93.2

181.¢

93.2

Non- Capita
Distributable Reserve
Reserve
€m €m
358.8 42.7
56.0 -
(27.1) -
387.7 42.7
358.¢ 42.7
387.7 42.7




NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY
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FOR THE YEAR ENDED 31 DECEMBER 2012

18. RESERVES AND POLICYHOLDERS LIABILITIES (Continu ed)

Life Claims
Assuranc outstanding
Provision

€m €m
Gross:
At 1 January 2011 1,149.4 110.7
Change in technical provision 182.8 8.3
Profit for the financial year - -
Transfer to non-distributal reserve - -
Actuarial loss on pension scheme (net of deferajl t - -
Capital contribution - -
Dividends - -
At 31 December 2011 1,332.2 119.0
Reinsurers share:
At 1 January 2011 (638.4) (9.7)
Change in technical provision (70.4) (1.1)
At 31 December 2011 (708.8) (10.8)
Net Amount:
At 1 January 201 511.C 101.(
At 31 December 201 623.4 108.2
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Profit and
Loss Account
€m
214.8

53.9
(33.9)

(53.0-)

181.8

214.t

181.¢

Non- Capita
Distributable Reserve
Reserve
€m €m
342.1 17.7
33.9 -
(17.2) -
- 25.0
358.8 42.7
342.1 17.7
358.¢ 42.7
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19. TECHNICAL PROVISIONS

The principal assumptions used in the calculatiothe life assurance provision are set out below:

Interest Rate Mortality Table
Class of business 2012 2011 2012 2011
Industrial assurance 0.75% 2.25% Al1967 -70+1 Al987 + 1
Non profit life assurance 2.00% 2.75% 100% AMOO/AF00 O0%0AMOO/AFO0
Pension immediate annuity ~ 2.25% 3.50% 95% PMAOO MC&.0 85% PMAOO MC/1.5%
95% PFA00 MC/2.0% 85% PFA00 MC/1.5%
Expense Inflation 2012 2011
Industrial assurance 0% p.a. 0% p.a.
Non profit life assurance 5% p.a. 5% p.a.
Pension immediate annuity 5% p.a. 5% p.a.
Expenses a
Renewal Expenses 2012 2011 % Reserves
€pe €pe
Industrial Assurance 60% of premium income  60% ofrpuen income 0.10% p.a.
Non-linked Protection €4¢ €4°F 0.10% p.a.
Pension immediate annuity€5C €47 0.10% p.a.

Explicit provision is made in the life assurancevision for vested reversionary bonuses and a lef/éliture bonus. Also
included in the Life Assurance provision is an antaf €2.7 million (2011:€3.6 million) for termihbonuses.

The principal assumptions used in the catmnaof the technical provision for linked liabiés are set out below:

Interest Rate Mortality Table

Class of business 2012 2011 2012 2011

Unit Linked Pensions 2.50% 3.00% 110% AMOO/AFO0 110%0GENAFOO0

Unit Linked Life 1.75% 3.75% 110% AMOO/AFQ0 110% AMOQGZB0

2012 2011

Expense Inflation 5% p.a. 5% p.a.

20. EQUITY SHARE CAPITAL 2012 2011
€m £€m

Authorised

200,000,000 ordinary shares of 13c each 26.0 6.0

(2011: 200,000,000)
Issued and Fully Paid

175,500,001 ordinary shares of 13c each 22.8 _ 228
(2011: 175,500,001)
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21. PROVISION FOR OTHER RISKS AND CHARGES — Deferred taxation asset

2012 2011
€m €m
At 1 January 47.6 39.6
Net change for the year (Note 8) (25.5) 8.0
22.1 47.€
The provision for deferred taxation comprises:
Unrealised losses on investments 22.0 47.3
Other timing differences 0.1 0.3
At 31 Decembe 22.1 47.€
22. DIRECTORS EMOLUMENTS
2012 2011
€m €m
Fees (including related company pension contrilmg)io 0.2 0.2
Other emoluments (including salaries and relatedpamies 1.4 1.4
contributions

1€ 1€
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23. SUBSIDIARIES Nature of Percentage = Coumt
Business Owned
General Investment Trust Limited Pension Trustem@amy 100% Ireland
Leopardstown Offices Management Limited Propertyngany 100% Ireland
Weesperplein 6 Holding BV Holding Company 100% Netherlands
Weesperplein 6 BV Property Company 100% Netherlands
Life Fund Syndication Holding BV Holding Company 0/5] Netherlands
Life Fund Syndication BV Property Company 100% Netherlands
Lisbonne Lux SARL Holding Company 100% Luxembourg
SCI Jupiter Immeuble Property Company 100% France
Noisy Le Grand Paris SARL Holding Company 100% Luxembourg
Rue Saint George SARL Holding Company 100% Luxembourg
SCI Immeuble Saint George Property Company 100% France
Les Borromees SARL Holding Company 100% Luxembourg
SCI Sang Rouge Property Company 100% France
BSQ Limited Property Company 100% reldnd

The registered office of General Investment Trustiled is situated at 11-12 Dawson Street, Dublin 2
The registered office of Leopardstown Offices Maaragnt Limited is situated at Bank of Ireland, 40spieRoad, Dublin 4.
BSQ Limited’s registered office is situated at 8 Ra Road, Ballsbridge Dublin 4.

The registered office of the Netherlands subsidsais TMF Group, 1101 CM Amsterdam Zuidoost, Habkegweg 238.
Amsterdam.

The registered office of the Luxembourg subsidae&cept Lisbonne Lux SARL, is TMF Group, L 1855<embourg, 46A
Avenue JF Kennedy.

The registered office of the Luxembourg Lisbonn& SARL is 2, avenue Charles de Gaulle L-1653 Luxeun Avenue JF
Kennedy.

The registered office of the French subsidiariggriandite & Ardoise, 4 Rue Cambon, 75001, Paris.
The Company’s investment in these subsidiariesistansf ordinary shares.

The Company has not produced group financial setésras it is a wholly owned subsidiary of the Gowe and Company
of the Bank of Ireland.

On 28 March 2011 a receiver was appointed to BS@ited, a subsidiary of the Company. BSQ Limited ispecial purpose
vehicle created to purchase, on behalf of poliaye a development known as Beacon South Quar@andyford, Dublin.
The acquisition was financed by way of a limitedaerse loan from Bank of Ireland. The value of téselopment has fallen
significantly below the loan value and the curri@abme from the development is insufficient to mestrest repayments. As
the loan is limited recourse we anticipate, in adaace with the Loan Agreement (subject to fornmtification from the
Bank), that the assets of BSQ Limited will be Idptied and the proceeds will be retained by the Bafikal discharge of the
loan. There has been no change in the status of lB&ifed during 2012.

On 25 July 2012 SCI 44-46 Portugal was sold for.&5illion. The net proceeds, after settling saepenses and
outstanding debt of €48.1 million, was distributedhe policyholders of the underlying fund.

37



NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

24. PENSION COSTS

The Company operates a group defined benefit persibeme, which covers the majority of the Compaeyhployees and
directors. The assets of the schemes are helgparae trustee administered funds. The pensioni€asisessed in accordance
with the advice of an independent actuary usingattened age method of funding.

The latest actuarial assessment of the New Ired@sdirance pension scheme was at 31 March 2010pfliepal assumption
used in the actuarial valuation was that the diffiee between the investment return and pensiomaefsianeration increases
would average 3.25%. At the date of the latestaai@lvaluation, the market value of the schemeséts was €144.6m and the
actuarial value of the assets was less than theieddiabilities based on current earnings, and &gsvalent to 89% of the
liabilities allowing for expected future increasasearnings. At that date, actuarial advice condidnthat the scheme did not
meet the required Funding Standard. It is the Erstand the Company’s intention to submit a Fupdimoposal to the
Pensions Board by 30 June 2013 to address thetdefime with the required timescales of the RenBoard.

The actuarial report is available for inspectionrhgmbers of the scheme, but not for public inspactNo contributions are
outstanding at the year end.

The following are the major assumptions used byatieary in the calculation of the amounts recaghis the financial
statements

2012 2011
Inflation 2.00% 2.00%
Salary Increases 2.50% 2.50%
Pension payment increases 1.75% 1.75%
Pension increases for deferred benefits 1.90% 1.90%
Discount rate 3.90% 5.30%
Long term rate of return on assets 4.75% 5.85%
The mortality tables adopted are
62% PNMLOO for males
70% PNFLOO for females.
Mortality life expectancy table
2012 2012 2011 2011
Males Females Males Females
65 21.9 23.5 21.8 23.4
65 in 30 years 25.5 26.6 25.4 26.5
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24. PENSION COSTS (continued)

The balance recognised in the Balance Sheet is:

2012 2011
€m €m
Actuarial value of liabilities (237.5) (187.2)
Fair value of scheme assets 167.5 146.0
Deficit in the scheme (70.0) (41.2)
Related deferred tax 8.8 5.1
Net pension liabilit (61.2 (36.1
The reconciliation of the movements to the BalancBheet is as follows:
2012 2011
€m €m
Deficit at 1 January (41.2) (25.3)
Employer contributions 6.3 6.5
Net benefit expense for period (4.2) (2.8)
Other finance income - 0.1
Actuarial loss (31.0) (19.7)
Deficit at 31 Decemb (70.0 (41.2°
The following discloses the changes in the scheméabilities and assets
Change in Scheme Liabilities
2012 2011
€m €m
Scheme liabilities at 1 January 187.2 175.2
Employer service cost 3.2 2.8
Interest cost 9.7 9.4
Scheme participants contribution 1.1 1.1
Actuarial loss 43.5 5.8
Benefits paid (7.0) (7.2)
Curtailments 0.2) -
Scheme liabilities at 31 Decem 237.% 187.2
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24. PENSION COSTS (continued)

Change in Scheme Assets

2012 2011
€m €m
Scheme assets at 1 January 146.0 149.9
Actual return on assets 21.1 (4.4)
Employer contribution 6.3 6.5
Scheme participants contribution 1.1 1.1
Benefits paid (7.0) (7.1)
Scheme assets at 31 Decer 167.5 146.(
The major categories of plan assets as a percentagktotal plan assets are as follows
2012 2011
Equities 60.0% 67.0%
Fixed Interest 26.0% 21.0%
Property 7.0% 7.0%
Cash 7.0% 5.0%

The assets do not include any of New Ireland Assi@&ompany plc own financial instruments or argpprty occupied
by New Ireland Assurance Company plc. The expeatdn on assets at 31 December 2012 is 4.75%0dd (2.85%).

The overall expected return on the scheme assetsased upon a weighted average of the individga¢aed asset
class returns, weighted by the allocation of assetsach category at the relevant date. The exgeetrrrn for each
individual asset category has been determined mgiifrence to the long term expectations and mayfiketds as at the
measurement date.

The amounts recognised in the profit and loss accats are as follows

2012 2011

€m €m

Expected return on scheme assets 8.6 9.4
Less interest on scheme liabilities (8.7 (8.4
Net return included in other investment income (1.2) -
Employer service cost (note 2) (3.0 (2.8)
Total charge to Profit and Lc (4.1) (2.8)
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24. PENSION COSTS (continued)

Analysis of amounts recognised in Statement of Tdt&ecognised Gains and Losses

2012 2011
€m €m

Gains / (losses ) on assets 12.5 (13.9)
Reduction in liabilities 8.9 0.6
Change in assumptions (52.4) (6.4)
History of experience gains and losse
for year ended 31 December 2012 2011 2010 2009 2008
Difference between expected and actual return baeme assets (€m) 12.5 (13.9) 6.3 16.2 (63.7)
Percentage of scheme assets 7% -10% 4% 12% -53%
Experience losses on schemes liabilities ( €m) 89 6 0. 6.3 3.4 -
Percentage of scheme liabilities 4% 0% 4% 2% -
Liability assumptions
Liabiity movement during period (€m) (52.4) (6.4) 19.1 (19.8) 33.6
Percentage of scheme liabilities -22% -3% 11% -10% 20%
Surplus / (deficit ) in the plan ( €m)
Actuarial value of liability (€m) (237.5) (187.2) (175.2) (193.1) (170.3)
Fair value of assets (€m) 167.5 146.0 149.9 137.0 117.7
Deficit in the plan (€m) (70.0) (41.2) (25.3) (56.1) (52.6)

Expected employer contributions for the year ergledecember 2013 are €6.2 million. Expected em@amantributions for
the year ended 31 December 2013 are €1.1 million.

Sentivitity analysis for each of the key assumptisused to measure the scheme liabilities at 31 Detdger 2012

Change in Impact on scheme
assumption liabilites (€m)
Factor
Discount rate 0.1% decrease 5.0
Rate of inflation 0.1% decrease (4.5)
Rate of salary growth 0.1% decrease (1.3)
Life expectancy 1 year increase 7.0
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25. RECONCILIATION OF MOVEMENT IN EQUITY SHAREHOLDE RS FUNDS.

2012 2011
€m €m
Profit for the financial year 81.0 53.9
Other recognised losses during the year (27.1) (17.2)
Total gains and losses recognised relating to ¢fae y 53.9 36.7
Share premium - 25.0
Capital contribution - 25.0
Dividends (113.6) (53.0)
Net (decrease ) / increase in equity shareholfierds (59.7) 33.7
Opening equity shareholders' funds 631.8 598.1
Closing equity shareholders' ful 572.1 631.¢

26. MANAGEMENT OF FINANCIAL RISK

Financial risk management objectives

The Company is exposed to a range of financiakrtbkough its financial assets, financial liabél§tj reinsurance assets and
policyholder liabilities. In particular, the keynfincial risk is that the proceeds from financiaets are not sufficient to fund
the obligations arising from non-linked insurancdiges as they fall due. The most important congrds of this financial risk
are interest rate risk, credit risk and liquidiigke

These risks arise from open positions in interag and equity products, all of which are exposeddneral and specific
market movements, and are borne by the policyholder

The principal technique of the Company’s Asset lligbmanagement policy is to match assets to thie-limked liabilities by
reference to the type of benefits payable to cohtralders.

The Company has not changed the processes usexhmmits risks from previous periods.
The investment return on assets backing unit-linkedailities flows directly to the policyholders drihey bear the investment

risk on these assets. There is little in the waypmtions in the portfolio. Where guarantees havenbgranted (typically a
minimum return of the amount invested), these quars have been provided by Bank of Ireland Glotmakets.
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NY

26. MANAGEMENT OF FINANCIAL RISK (continued )

The following tables reconcile the entire balanoees to each distinct category of liability:

Shares and other variable yield securities and umitinit trusts
at fair value through the profit and loss: - Lissesturities
- Unlisted securities
Debt securities and other fixed income securitiasfair value
through profit and loss: Listed
Derivative financial instruments, at FVTPL
Loans and receivables
Deposits and cash balances
Property
Reinsurance assets
Provisions for other risks and charges
Other assets
Total asse

Long term business provision

Claims outstanding

Technical provisions for linked liabilities
Deposits received from reinsurers
Borrowings

Other liabilities

Total liabilities

43

Unit Linked  Non-linked Other Total
Contracts  Contracts
€m €m €m €m
6,324.8 23.2 - 6,348.0
603.8 16.3 620.1
1,281.9 988.2 - 2,270.1
1,561.8 - 1,561.8
- 0.2 - 0.2
1,067.1 - 433.1 1,500.2
771.1 - 12.3 783.4
- 940.6 39.6 980.2
- - 22.1 22.1
- - 273.6 273.6
11,610.! 1,952.: 797.( 14,359.
- 1,746.5 - 1,746.5
- 126.0 - 126.0
11,484.9 - - 11,484.9
- 135 - 135
- - 51.6 51.6
125.6 66.2 173.4 365.1
11,610.! 1,952.: 225.( 13,787.1
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NY

26. MANAGEMENT OF FINANCIAL RISK (continued)

Classification at 31 December 2011

Unit Linked  Non-linked Other Total
Contracts  Contracts
€m €m €m €m

Shares and other variable yield securities and imitinit trusts
at fair value through the profit and loss: - Lisssturities 5,657.5 87.0 - 5,744.5

- Unlisted securities 569.1 17.0 586.1
Debt Securities and other fixed Income securitigsfair value
through profit and loss: Listed 1,098.5 819.5 - 1,918.0
Derivative financial instruments, at FVTPL 1,951.0 - 1,951.0
Loans and receivables - 0.3 - 0.3
Deposits and cash balances 491.4 - 389.2 880.6
Property 919.1 - 13.2 932.3
Reinsurance assets - 708.8 27.3 736.1
Provisions for other risks and charges - - 47.6 47.6
Other assets - - 258.5 258.5
Total asse 10,686.t 1,615.¢ 752.¢ 13,055.(
Long term business provision - 1,332.2 - 1,332.2
Claims outstanding - 119.0 - 119.0
Technical provisions for linked liabilities 10,641.3 - - 10,641.3
Deposits received from reinsurers - 18.8 - 18.8
Borrowings - - 36.9 36.9
Other liabilities 45.3 145.6 84.1 275.0
Total liabilities 10,686.t 1,615.¢ 121.( 12,423..

MARKET RISK

(a) Interest rate risk
Interest rate risk arises primarily from investnseint fixed interest securities. In addition to #adent that claims costs are

related to interest rates, liabilities to policyti@ls are exposed to interest rate risk. Insuraoc#racts may have benefit
payments that are fixed and guaranteed at the fiocepf the contract. The financial component s benefits is usually a
guaranteed fixed interest rate (for the insurarorgracts, this rate may apply to maturity and/catdeébenefits) and hence the
Company’s primary financial risk on these contrastthe risk that interest income and capital regtgons from the financial
assets backing the liabilities is insufficient tmdl the guaranteed benefits payable. The Companijton® interest rate risk by
calculating the mean duration of the investmentfplio and of the liabilities to policyholders umdiesurance contracts. The
mean duration is an indicator of the sensitivitytloé assets and liabilities to changes in curretdrést rates. The mean
duration of the liabilities is determined by meafigrojecting expected cash flows from the conrating prudent estimates
of mortality and voluntary terminations. This islatdated in a consistent manner with the prior yéary gap between the
mean duration of the assets and the estimated dweation of the liabilities is minimised by mearfdbaying and selling fixed
interest securities of different durations.

The Company invests in government fixed interestisges and corporate bonds of appropriate terrsetmure the promised
benefits. The Company is not exposed to stock nank&ements on this business. As a result typidakést rate movements
are matched by equivalent movements in liabilities.the extent however, that interest rate movesare risk related, this

will have an impact on the Company’s capital positi
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26. MANAGEMENT OF FINANCIAL RISK (continued)

The sensitivity analysis for interest rate rislusrates how changes in the fair value or futurghcdows of a financial

instrument will fluctuate because of changes inkeiinterest rates at the reporting date. Managemenitors the sensitivity
of interest rate movements by assessing the expebgnges in the different portfolios due to patathovements of 50 basis
points in all yield curves.

The following table demonstrates the sensitivityatpossible change in interest rates, with all otagiables held constant, of
the Company’s profit and net assets.

Impact on Profit and Net Assets

2012 2011

€m €m

Increase in yield curve +50 bps (0.9) 0.2
Decrease in yield curve — 50bps 0.0 0.0

The above sensitivities do not include any impacespect of the Company’s pension schemes.

(b) Equity price Risk

The Company does not bear any of the equity pigtedirectly — this is borne by the policyholderbonreceive the gains or
losses associated with the equities. The Compaay thdirectly derive income from management feesng from the value
of funds under management. A 5% increase in equéskets half way through the year will increasefipgdy €1.4 million
(2011: €1.3 million).

(c) Currency Risk

The Company does not bear any currency risk dyrecthis is borne by the policyholders. All assetéd to match non linked
liabilities are denominated in Euro. The Compangsimdirectly derive income from management feesray from the value
of funds under management. A 5% movement in exanhaatgs half way through the year will change psdfly €0.7 million

(2011: €0.7 million).

(d) Lapse Risk

Lapse risk is the risk that a greater than anttepmumber of policies cease paying premiums aesder from the Company.
The Company derives income from the management fgemium charges and other cash flows from itdrects. When a
higher number of policies lapse than anticipatésllil have a negative impact on the profit of tesar.

(e) Liquidity Risk

Liquidity risk is the risk that cash may not be italale at a reasonable cost to pay obligations wihes The Company is
exposed to daily calls on its available cash resssimainly from claims arising from non linked iremce contracts. The
Company holds sufficient short term cash depositoter such claims.

The Company manages its liquidity risk by adoptnstrict policy of matching assets and liabiliti€s.the financial assets at
fair value through profit or loss, €8.6 billion (BD. €7.7 billion) are listed on recognised exchanged are regularly traded
and therefore these financial assets could besezhlon demand if required to cover liabilities uniofestment contracts
which due to surrender options could be payabldesnand.
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26. MANAGEMENT OF FINANCIAL RISK (continued)

31 December 2012

Financial liabilities under investment contract
Due to fellow subsidiaries

Creditors and accruals

Bank overdraft

Total

31 December 2011

Financial liabilities under investment contract
Due to fellow subsidiaries

Creditors and accruals

Bank overdraft

Total

Demand O0-3mths 3-12mths 1-5years 5years+ Tbta
€m €m €m €m €m €m
) - - - - 5,244.2

- 9.7 - 9.7
- 225.7 - 225.7
- 51.6 - - - 51.6
5,244.. 287.( - - - 5,531.

Demand O0-3mths 3-12mths 1-5years 5years+ Tbta
€m €m £€m €m €m €m
435 - - - - 4,950.9

- 41.2 - 41.2

- 177.0 - 177.0
- 36.9 - - - 36.9
4,950.¢ 255.1 - - - 5,206.(

(f) Credit Risk

Credit risk is the risk that a counterparty will beable to pay amounts in full when due. Key anghsre the Company is

exposed to credit risk are:

« amounts due from insurance intermediaries;

« amounts due from sovereign and corporate bondrissue

« amounts due from insurance contract holders;

e amounts on deposit with other credit institutions:

» reinsurers’ share of insurance liabilities; and,

e amounts due from reinsurers in respect of claimesadly paid.

The Company manages the levels of credit riskdepts by placing limits on its exposure to a sirgglanterparty or groups of
counterparties. Such risks are subject to regelaew.

The Company has a material credit risk exposura twumber of reinsurance companies. Reinsurancedd to manage

insurance risk. This does not, however, dischangeQtompany’s liability as primary insurer. If amgirer fails to pay a claim,

the Company remains liable for the payment to thiecyholder. The creditworthiness of reinsurersassidered on an annual
basis by reviewing their financial strength priar finalisation of any contract. In addition, managat assesses the
creditworthiness of all reinsurers and intermeéiibly reviewing credit grades provided by ratingreies and other publicly
available financial information. An analysis ofnisirers by Standard & Poors rating (or equivalisnpyoduced periodically.

The Company uses a panel of highly rated reinseraxnpanies to diversify credit risk. The Compaiso eoperates a
Reinsurance Committee that reports to the Risk Citteenat least annually and in addition on matdt&hs as they arise.
Inter alia, the Committee considers retention lewaaross the business lines, the credit ratingeoféinsurance companies and
the extent of our exposure to each reinsurance @oyReinsurance in respect of annuity business & collateralised basis.
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26. MANAGEMENT OF FINANCIAL RISK (continued)

The assets bearing credit risk are summarised below
Unit Linked  Non-linked Other Total
Contracts  Contracts

€m €m €m €m
31 December 2012
Debt Securities and other fixed Income securitiasfair value
through profit and loss: Listed 1,281.9 988.2 - 2,270.1
Derivative financial instruments, at FVTPL 1,561.8 - - 1,561.8
Loans and receivables - 0.2 - 0.2
Deposits and cash balances 1,067.1 - 433.1 1,500.2
Reinsurance assets - 940.6 39.6 980.2
Total Asset 3,910.¢ 1,929.( 4727 6,312.!
31 December 2011
Debt Securities and other fixed Income securitigsfair value
through profit and loss: Listed 1,098.5 819.5 - 1,918.0
Derivative financial instruments, at FVTPL 1,951.0 - - 1,951.0
Loans and receivables - 0.3 - 0.3
Deposits and cash balances 491.4 - 389.2 880.6
Reinsurance assets - 708.8 27.3 736.1
Total Asset 3,540.¢ 1,528.¢ 416.5 5,486.(

An analysis of the credit rating of non-linked asdeearing credit risk which includes the reinsoeaasset, Irish sovereign
bonds, Euro sovereign bonds and corporate bondsuammarised below:

2012 2011

€m €m

AAA 21.0 426.4
AA+ 4.0 -
AA 530.5 -
AA - 457.6 312.3
A+ 34.3 3.6
A 39.1 39.3
A - 38.9 -
BBB+ 261.6 369.3
BBB 64.4 -
BBB- 11.3 -
Other and unrated 466.3 377.7
1,929.( 1,528.¢

No credit limits were exceeded during the period. fhhancial assets are past due or impaired atréperting date and
management expects no significant losses from mofoqpnance by these counterparties.

The Company maintains strict control limits on oplarivative positions, by both amount and term. ah®unt subject to
credit risk at any one time is limited to the cutr&air value of derivative financial assets.
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26. MANAGEMENT OF FINANCIAL RISK (continued)

(g) Unit linked contracts

For unit-linked contracts the Company matcheshallliabilities with assets in the portfolio on whithe unit prices are based.
Therefore there is no interest, price, currencgredit risk attaching to these assets for the Compa all risk is borne by the
policyholder. However the Company does receive siment management fees based on the unit-linkedtsassmder
management. The Company therefore has an indixpoisare to the performance of world equity mark€te amount related
to unit linked contracts included in the assetsibgacredit risk was €11.6 billion (2011: €10.7liiih).

FAIR VALUE HIERARCHY

The table below shows, for the Company’s finanaidets and liabilities that are recognised and unedst fair value, their
classification within a three — level fair valuetarchy.

Level 1 comprises financial assets and liabilities valusihg quoted market prices in active markets. Aivaanarket is one
in which transactions occur with sufficient voluesed frequency to provide pricing information onamgoing basis.

Level 2comprises financial assets and liabilities valusidgi techniques based significantly on observalalket data.

Level 3 comprises financial assets and liabilities valusithg techniques where the impact of the non olagéevmarket data is
significant in determining the fair value of thesirument. Non observable market data is not readibilable in an active
market due to market illiquidity or complexity dfet product. These inputs are generally determiasddon observable inputs
of a similar nature, or analytical techniques.

Level 1 Level 2 Level 3 Total
€m €m €m €m
Category
Financial Assets held at fair value
at 31 December 2012
Equities and unit trusts 6,348.0 606.2 16.3 6,970.5
Debt securities 2,270.1 - - 2,270.1
Derivative instruments - 1,561.8 - 1,561.8
8,618.1 2,168.0 16.3 10,802.4
Financial Liabilities held at fair value
at 31 December 2012
Liabilities to customers
Under insurance contracts - 6,240.7 - 6,240.7
Under investment contracts - 5,246.6 - 5,246.6
- 11,487.. - 11,487..
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Level 1 Level 2 Level 3 Total
€m €m €m €m
Category
Financial Assets held at fair value
at 31 December 2011
Equities and unit trusts 5,744.5 569.1 17.0 6,330.6
Debt Securities 1,918.0 - - 1,918.0
Derivative instruments - 1,951.0 - 1,951.0
7,662. 2,520.: 17.C 10,199.¢
Financial Liabilities held at fair value
at 31 December 2011
Liabilities to customers
Under insurance contracts - 5,690.4 - 5,690.4
Under investment contracts - 4,950.9 - 4,950.9
- 10,641.. - 10,641..

CAPITAL MANAGEMENT

The Company maintains an efficient capital strueténom a combination of equity shareholders’ fursdsl borrowings
consistent with the Company’s risk profile and tegulatory and market requirements of its business.

The Company holds technical reserves to meet atsiliies to policyholders based on prudent actlaaissumptions. In
addition, the Central Bank of Ireland requires @@mpany to hold an excess of assets over lialsilitte meet a required
minimum statutory solvency margin.

In reporting our financial strength, capital andveacy is measured using the regulations prescriiyethe Central Bank of

Ireland. These regulatory capital tests are baped tequired levels of solvency capital and a sesfegprudent assumptions in
respect of the type of business written by the Camp

(a) Capital management objectives

The Company’s objectives in managing its capital ar
« to meet the requirements of the Central Bank déie
e to provide security for policyholders;
« to maintain sufficient financial strength to suppmew business growth; and
e to manage the interests of the Company within idleappetite approved by the Board.

(b)_Restrictions on available capital resources

The Company must maintain sufficient capital to e threshold of the required minimum statutoojvency margin
requirement. The Central Bank of Ireland would etmeCompany to exceed the minimum amount andghisflected in the
Company’s capital management policy. Subject toaheve, surplus that has been transferred to taselsblders fund is
unencumbered. Surplus retained within the life @s®e fund is not available for distribution to wlders.

The capital held within the shareholders’ fundgiénerally available to meet any requirements. taias the intention of
management to ensure that there is adequate cap@ateed the Company’s regulatory requirements.
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26. MANAGEMENT OF FINANCIAL RISK (continued)

(c) Available capital resources

The table below sets out the levels of free asseld by the Company compared to the minimum reduirg regulation

(‘regulatory basis’).

2012 2011
€m €m
Total shareholder funds 572.1 631.8
Adjustments
Regulatory reserve (36.5) (35.1)
Adjustment for investment contract reserves (56.0) 0.6p
Deferred acquisition costs / Deferred income ligibil (168.2) (159.9)
Deferred tax 2.2 (2.4)
Asset valuation adjustment (22.3) (26.7)
Pension scheme minimum funding standard (23.9) 134.6
Pension scheme - FRS 17 basis 61.2 36.0
Total free assets available for regulatory solvencgurposes 328.6 358.5
Minimum statutory solvency requirement (177.0) (176.5
Excess assets over solvency margin require 151.¢ 182.(
Total policyholder liabilities on regulatory basis
Unit linked liabilities 11,635.5 10,753.0
Non linked liabilities 748.0 580.5
Total liabilities 12,383.5 11,333.5
Cost of bonus 0.5 0.9
12,384.( 11,334.

The cover for the required minimum statutory sobyemargin at December 2012 was satisfactory, withets of €328.6
million available to cover a solvency margin reguaient of €177.0 million, representing cover of 1(8611: 2.03) times the

required amount.

(d) Movements in capital resources

2012 2011

€m €m

Balance at 1st Janui 358.( 351.0
Cash generated (after new business s 61.0 54.0
Change in pension schel 8.0 (19.0)
Risk benefit (2.0) (10.0)
Dividend / Capite (114.0) (3.0)
Markets and basis moveme 26.C (5.0
Other change (10.0; (10.0)
Balance at 31st December 328.0 358.(
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26. MANAGEMENT OF FINANCIAL RISK (continued)

(e) Capital resource sensitivities

The Company carries out regular assessments girtliected future solvency position, under a nundfatifferent scenarios,

which are documented in the Financial Conditiond&eprhis Report is made available to the CentaiiBof Ireland. As part

of this Report, a projection of the Company’s salye position over the next five years is documentBis Report has

confirmed the financial strength of the Companyapital position and the resilience of this capgiakition under the stress
tests examined. An examination of the risks to Wwhite Company is exposed, and the steps we haee takmitigate these
risks, is set out below.

Market risk:

The Company’s capital position is relatively indéme to market movements as the bulk of our ligiles are unit linked with

policyholders bearing the investment risk. Non-idKiabilities are closely matched by governmerdrgateed fixed interest
securities and corporate bonds of appropriate duras outlined above. The Company’s free assetsnainly held in cash
and short-term financial instruments. The Compaald$1a number of corporate bonds and governmentagteed fixed

interest securities. To the extent that yield iases on the assets are risk related, represeragkatmisk for the Company.

The Company’s pension schemes contain an expasunarket risk which can impact on the capital posibf the Company.

Insurance risk:

The Company uses reinsurance to mitigate the ingfaobrtality and morbidity risks. Our current poliis to reinsure 90% of
new guaranteed protection business and to reirsuyea small part of flexible protection unit-linkecontracts. The Company
reinsured 50% of all new annuity contracts writtgnuntil the end of October 2012 and retained el annuity business after
this date. The company also reinsures 75% of neaniie protection business.

Credit risk:

The Company uses a number of different reinsuranoganies of appropriate financial strength in nyarits life assurance
business. The Company’s asset liability matchingcpancludes significant holdings of corporate ldgrand sovereign debt of
a number of Euro zone countries. The most sigmifib@lding of sovereign debt is French sovereidgot.de

(f) Options & Guarantees

The Company has a very limited range of options guarantees in its business portfolio as the biéithe business is unit
linked without investment guarantees. Where invesinguarantees have been given on unit linked bssithey have been
fully hedged (as in the case of structured prodsath as tracker bonds and Guaranteed Evergreeth) . Bbime Company has

not granted guaranteed annuity options on anysdfusiness

27. FUTURE CAPITAL COMMITMENTS NOT PROVIDED FOR

2012 2011

€m €m

Authorised but not contracted 0.9 1.7
Contracted - 0.6

51



NEW IRELAND ASSURANCE COMPANY, PUBLIC LIMITED COMPA NY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

28. OTHER FINANCIAL COMMITMENTS

At 31 December 2012 the Company had annual commtsnénder non-cancellable operating leases of €@libn (2011:
€1.5 million). The leases are due to expire asvait

2012 2011

€m €m

Within one year 1.0 0.5
More than one year - within five years 0.5 1.0
More than five years 1.3 -
2.8 1.t

29. HOLDING COMPANY

The Company is a wholly-owned subsidiary of BanKkrefand Life Holdings Ltd which is incorporated the Republic of
Ireland. The ultimate parent Company is the Goveamul Company of the Bank of Ireland which is atsmrporated in the
Republic of Ireland. The Governor and Company ef Bank of Ireland is the parent company of the amtyup for which
group financial statements are drawn up and of viie Company is a member. Copies of the groumdiia statements of
the Governor and Company of the Bank of Irelandaamglable from Bank of Ireland, 40 Mespil Road ki 4.

30. RELATED PARTY TRANSACTIONS

Transactions with other companies within the graup not disclosed as the Company has taken adeanfape exemption
available under FRS 8 on the basis that the grimagmdéial statements of the Governor and CompanlieoBank of Ireland are
publicly available as referred to in note 29.

31. SIGNIFICANT EVENT

The Company is a wholly-owned subsidiary of BanKkrefand Life Holdings Ltd which is incorporated the Republic of
Ireland. The ultimate parent Company is the Goveamul Company of the Bank of Ireland which is atsmrporated in the
Republic of Ireland.

Under its revised restructuring programme agreeh thie European Union on 20 December 2011, the (Boveand Company
of the Bank of Ireland is to dispose of New Irelakaburance Company plc before 31 December 2013.

32. POST BALANCE SHEET EVENTS

No significant events, which materially affect iempany or any of its subsidiary undertakings, t@a@urred since the
balance sheet date.

33. CASH FLOW STATEMENT

The financial statements of the parent CompanyGbeernor and Company of the Bank of Ireland, idela consolidated

cash flow statement dealing with the cash flowshef group. In accordance with the exemptions affdry FRS 1, the
Company has not presented a cash flow statement.

34. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Biremn 26 April 2013.
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