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Summary

The purpose of the Solvency and Financial Condition Report (SFCR) is to provide information required by the Solvency II (SII) regulatory 
framework and in particular the capital position of Aviva Insurance Ireland Designated Activity Company (the Company) at 31 December 
2021. The report sets out different aspects of the Company’s business and performance, system of governance, risk profile, valuation 
methods used for solvency purposes and its capital management practices.

Business and Performance
The Company is a limited company registered in the Republic of Ireland (Ireland) and a member of the Aviva plc group of companies. The 
principle activity of the Company is the transaction of general insurance business in Ireland. The Company has a UK Branch which writes 
risks in EEA countries. The major classes of business underwritten are personal lines (motor, home and other) and commercial lines 
(property, liability, motor and other).

The Company made an IFRS profit before tax of €2m in the year ended 31 December 2021 (2020: €2m).  This comprised underwriting profit 
of €4m (2020: €2m) and other income of €1m (2020: €0m) less net investment losses of €3m (2020: €0m).

The Company has a quota share reinsurance arrangement with its parent company, Aviva Insurance Ltd (AIL) and ceded net underwriting 
loss of €1m (2020: €16m profit) to AIL during the year. This agreement provides proportional reinsurance to the Company as follows:  

• 85% quota share arrangement in respect of general insurance risks arising in Ireland (reduced to 70% from 1 January 2022) and European 
Mobile Device Insurance business; and

• 100% quota share arrangement covering all other business. 

The underwriting profit benefited from an improvement in expense ratio as a result of management actions and lower one-off expenses, in 
addition to favourable claims experience resulting from continuing lockdowns and the continued benefit from favourable weather.  
Commercial lines profitability improved largely driven by the absence of large adverse COVID-19 impact observed during 2020. Personal 
lines profitability improved on the back of favourable claims experience, despite the reduction in average premium.

Section A of this report sets out further details about the Company’s key operations and financial performance over the year.

System of Governance
The Board’s role is to be collectively responsible for promoting the long-term success of the Company and for setting the Company’s 
strategy, against which management’s performance is monitored.  It sets the Company’s risk appetite and satisfies itself that financial 
controls and risk management systems are robust, whilst ensuring the Company is adequately resourced.  A strong system of governance 
throughout the Company aids effective decision-making and supports the achievement of the Company’s objectives for the benefit of 
customers and shareholders whilst maintaining compliance with regulations. 

Roles and responsibilities for risk management in the Company are based around the ‘three lines of defence model’ where ownership for 
risk is taken at all levels in the Company.  Management is accountable for risk management, including the implementation of the Risk 
Management Framework and embedding of the risk culture.

The Risk Management Framework is embedded throughout the Company and forms an integral part of the management and Board 
processes and decision-making framework across the Company. The key elements of the Risk Management Framework comprise: 

• Systems of Governance: This includes risk policies and business standards, risk oversight committees and structures, and roles and 
responsibilities (including the three lines of defence model and key control functions);
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• Risk Management Processes: This comprises the processes used to Identify, Measure, Manage, Monitor and Report (IMMMR) risks, 
including the use of stress and scenario testing (SST); and 

• Risk Appetite Frameworks: This refers to the risks that are selected in pursuit of return, the risks accepted but sought to be minimised 
and the risks avoided or transferred, including quantitative expressions of the level of risk that can be supported.

The Company’s Board and Board Committee responsibilities and arrangements, and the fundamental approach to the system of 
governance, have not materially changed. An Executive Risk Committee (ERC) was introduced as a management committee, to provide 
formal oversight of all risks and to support the Chief Risk Officer (CRO) and other members of the Committee in the discharge of their 
accountabilities within the Aviva Governance Framework and in relation to their defined regulatory responsibilities. In addition, the crisis 
management procedures invoked during 2020 to manage the Company’s response to COVID-19 have been removed or (where required for 
the continuation of the Company’s effective response) transferred to “business as usual”.

Section B of this report provides further details of the Company’s System of Governance.  

Risk Profile
The types of risk to which the Company is exposed have not changed significantly over the year and remain credit, market, underwriting, 
liquidity and operational risks.  

Risk identification is carried out on a regular basis, is embedded in the business planning process and any major business initiatives and 
draws on a combination of internal and external data, covering both normal conditions and stressed environments.

The SII Capital Requirement (SCR) and SCR Cover Ratio are the bases on which the Company sets SII capital risk appetites and limits and 
are used to assess the significance of risks and to appropriately direct resources to their management.

Some categories of risk are not measured and managed solely by holding capital.  Liquidity risk is measured through both absolute level 
targets and bespoke liquidity coverage ratios.

Section C of this report further describes the risks to which the Company is exposed and how it measures, monitors, manages and mitigates 
these risks, including any changes in the year to the Company’s risk exposures and specific risk mitigation actions taken.

Valuation for Solvency Purposes
Assets, technical provisions and other liabilities are valued in the Company’s SII Balance Sheet according to the SII Directive and related 
guidance.  The principle that underlies the valuation methodology for SII purposes is the amount for which they could be exchanged, 
transferred or settled by knowledgeable and willing third parties in an arm’s length transaction.

At 31 December 2021, the Company’s excess of assets over liabilities was €197m on a SII basis which is €115m lower than the value under 
IFRS.  The difference is driven by the elimination of goodwill.  Goodwill is valued at €nil under SII.

The majority of the Company’s assets measured at fair value are based on quoted market information or observable active market data.  
Where the quoted market information or observable market data is not available, an alternative method for valuation is used.

No material changes were made to the bases used to recognise and value the Company’s assets, technical provisions and other liabilities, 
or to their estimations, during the year.

Section D of this report provides further description of the bases, methods and main assumptions used in the valuation of assets, technical 
provisions and other liabilities for each material asset or liability class. In addition, it also provides an explanation of the material 
differences between the IFRS and SII bases of valuation.

Capital Management
The Company’s primary capital management objective is to maintain an efficient capital structure in a manner consistent with the 
Company’s risk profile whilst maintaining its regulatory capital surplus in accordance with approved risk appetites.  

There have been no material changes to the Company’s objectives, policies or processes for managing its capital during the year.

The Company manages its Own Funds in conjunction with its SCR and seeks, on a consistent basis, to:

• Match the profile of its assets and liabilities, taking into account the risks inherent in the business;
• Maintain sufficient, but not excessive, financial strength to support new business growth, and satisfy the requirements of the Company’s 

policyholders and its regulator;
• Retain financial flexibility by maintaining strong liquidity; and
• Allocate capital efficiently, applying it to support value-adding growth and repatriating excess capital to its shareholder through 

dividends.

In the calculation of the SCR, the Company uses the Standard Formula (SF) approach. At 31 December 2021, the total eligible Own Funds to 
meet the SCR was €197m (2020: €110m) all of which was represented by unrestricted tier 1 capital.  The total eligible Own Funds to meet the 
MCR were €197m (2020: €110m). The Company’s SCR, at 31 December 2021, was €78m (2020: €74m).  Its MCR was €20m (2020: €18m).

The surplus of eligible Own Funds to SCR was €119m (2020: €36m) which translates to an SII Cover Ratio of 253% (2020: 150%), with the 
movement in the year largely due to a capital injection received from its parent company to enable the reduction in quota share 
reinsurance arrangement described in note A.5.1.

Section E of this report further describes the objectives, policies and procedures employed by the Company for managing its Own Funds.  
The section also covers information on structure and quality of Own Funds and calculation of SCR.

Summary
Business and 
Performance

System of 
Governance

Risk
Profile

Valuation for 
Solvency Purposes

Capital 
Management

Other
Information

Aviva Insurance Ireland DAC Solvency and Financial Condition Report 2021
2



Aviva Insurance Ireland Designated Activity 
Company 

Solvency and Financial Condition Report

2021

A. Business and Performance

In this Chapter

A.1 Business 4

A.2 Underwriting Performance 5

A.3 Investment Performance 7

A.4 Performance of Other Activities 8

A.5 Any Other Information 9

Summary
Business and 
Performance

System of 
Governance

Risk
Profile

Valuation for 
Solvency Purposes

Capital 
Management

Other
Information

Aviva Insurance Ireland DAC Solvency and Financial Condition Report 2021
3



A. Business and Performance
The ‘Business and Performance’ section of the report sets out the Company’s business structure, key operations, and financial performance 
over the reporting period. 

A.1 Business
The Company is a limited company, registered in the Republic of Ireland (“Ireland”), and a member of the Aviva plc group of companies (the 
Group).

Qualifying holdings
The Company’s shares and the associated voting rights are wholly owned by Aviva Insurance Limited (the parent company), being a 
qualifying holding in the Company.

Supervisor
The Company is authorised and regulated by the Central Bank of Ireland (CBI).  The Group’s supervisor is the Prudential Regulatory 
Authority (PRA), which is part of the Bank of England.  The Group is regulated by the PRA and the Financial Conduct Authority (FCA) in the 
UK.  Contact details for the CBI are as follows:

Address New Wapping Street, North Wall Quay, Dublin 1, D01 F7X3
Telephone number +353 (0) 1 224 5800

External auditor 
The Company’s external auditor is PricewaterhouseCoopers. Contact details are as follows:

Address One Spencer Dock, North Wall Quay, Dublin 1
Telephone number +353 (0) 1 792 6000

Financial statements
The Company’s financial statements are available from the Company Secretary, One Park Place, Hatch Street, Dublin 2, Ireland

The SFCR is presented in euros rounded to the nearest million.  The Quantitative Reporting Templates (QRT) are presented in euros 
rounded to the nearest thousand. Rounding differences of +/- one unit can occur.

A.1.1 Organisation
The following chart shows, in simplified form, the Company’s position within the structure of the Group as at 31 December 2021:

*  Incorporated in the United Kingdom

** Incorporated in the Republic of Ireland

A.1.2 Business operations and events occurring in the year
Business operations 
The principal activity of the Company is the transaction of general insurance business in Ireland. The Company also operates a Branch in 
the UK which carries out general insurance business in the EEA in a range of insurance classes primarily for commercial clients. The major 
classes of business underwritten are personal lines (motor, home and other) and commercial lines (property, liability, motor and other).

Significant business and other events
Despite 2021 being another COVID-19 impacted year, the Company's service has remained strong, with a transactional net promoter score 
of +47.  COVID-19 has had no significant impact on the Company’s income statement, with increases in claims incurred in certain business 
lines being offset by the favourable impact on claims experience of reduced economic activity in other lines.
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A.2 Underwriting Performance
A.2.1 Measurement of underwriting performance
The Company uses underwriting result to measure its underwriting performance.  Underwriting result is a non-GAAP financial performance 
measure, calculated on an IFRS basis. It excludes certain items to enhance comparability and understanding of underwriting performance 
by highlighting net underwriting income attributable to on-going underwriting operations. Examples of items excluded from underwriting 
result are investment return and unrealised foreign exchange gains and losses. The items excluded from underwriting result, which 
comprise the Company’s investment performance and its performance of other activities, are detailed in sections A.3 and A.4 respectively.

A.2.2 Underwriting profit
The table below presents the underwriting profit for the Company for the year ended 31 December 2021, as well as the reconciliation of 
underwriting profit to the profit before tax. The profit before tax is as shown in the Company’s financial statements.

€m €m €m €m

Year ended 31 December 2021 2021 2020 2020

Gross written premiums  566  523 
Premiums ceded to reinsurers  (499)  (455) 
Premiums written net of reinsurance  67  68 
Net change in provision for unearned premiums  —  3 
Net earned premiums  67  71 
Fee and commission income, net of reinsurance  74  74 
Net investment income  (3)  — 
Income  138  145 
Claims paid net of recoveries from reinsurers  (34)  (38) 
Change in insurance liabilities, net of reinsurance  (3)  (4) 
Fee and commission expense, net of reinsurance  (91)  (90) 
Other expenses, net of reinsurance  (8)  (11) 
Profit for the year before tax  2  2 
Less: Net investment income (above, see A.3)  3  — 
Add back:

Foreign exchange (gains) / losses  (1)  — 
Performance of other activities (see A.4)  (1)  — 
Underwriting profit  4  2 

The Company’s net written premiums were €67m (2020: €68m). Personal lines premiums reduced largely due to a decrease in average 
motor premiums. Commercial lines premiums increased driven by the launch of new products and increasing market share in underserved 
segments, along with strong retention and supportive rate environment. 

The Company’s underwriting profit of €4m (2020: €2m) is net of underwriting loss ceded to the parent company during the year of €1m 
(2020: €16m profit) under the quota share arrangement.

The Company’s underwriting profit arose predominantly in Ireland, with a small element arising in other European countries.

The underwriting profit benefited from an improvement in expense ratio as a result of management actions and lower one-off expenses, in 
addition to favourable claims experience resulting from continuing lockdowns and the continued benefit from favourable weather.  
Commercial lines profitability improved largely driven by the absence of large adverse COVID-19 impact observed during 2020. Personal 
lines profitability improved on the back of favourable claims experience, despite the reduction in average premium.
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A.2.3 Quantitative Reporting Templates S.05.01
Quantification of premiums, claims and expenses, analysed by SII lines of business, is provided in QRT S.05.01, (see Appendix F.1.2.1 and 
F.1.2.2). These QRT have been prepared in accordance with the definitions and formats prescribed under SII. They include the items (except 
net investment income) excluded from underwriting result in the reconciliation presented in section A.2.2 which are described in section 
A.4.

A summary of the information provided in the premium, claims and expenses QRT S.05.01, analysed by SII lines of business, is provided in 
the tables below. 

€m
Motor vehicle 

liability insurance
Other motor 

insurance

Fire and other 
damage to 

property insurance
General liability 

insurance
Other SII lines of 

business Total

Year ended 31 December 2021

Gross written premium  170  43  204  136  13  566 
Net earned premium  26  6  22  12  —  66 

Gross claims incurred  (84)  (21)  (118)  (83)  (6)  (312) 
Net claims incurred  (12)  (3)  (11)  (9)  —  (35) 

Direct expenses incurred  (10)  (2)  (11)  (4)  —  (27) 
Underwriting profit/(loss)  4  1  —  (1)  —  4 

Year ended 31 December 2020

Gross written premium  187  47  187  96  6  523 
Net earned premium  29  7  23  11  1  71 

Gross claims incurred  (99)  (25)  (95)  (68)  (2)  (289) 
Net claims incurred  (15)  (4)  (12)  (9)  —  (40) 

Direct expenses incurred  (11)  (3)  (11)  (4)  —  (29) 
Underwriting profit/(loss)  3  —  —  (2)  1  2 

The material SII lines of business underwritten by the Company, in order of the value of gross written premium, as presented in QRT S.05.01 
(Appendix F.1.2.1 and F.1.2.2), are:

% %
Year ended 31 December 2021 2020

Motor vehicle liability insurance  30%  36% 
Fire and other damage to property insurance  36%  36% 
General liability insurance  24%  18% 
Other motor insurance  8%  9% 
Other SII lines of business  2%  1% 
Total  100%  100% 
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A.3 Investment Performance
A.3.1 Measurement of investment performance
Net investment income, as shown in the Company’s financial statements, is used as the measure to report the Company’s investment 
performance.

Net investment income analysed by asset class
The table below provides an analysis of net investment income by asset class.

Net investment income
€m Debt securities

Other financial
investments Total

Year ended 31 December 2021
Interest income/(expense)  —  (1)  (1) 
Unrealised gains/(losses)  4  (4)  — 
Realised gains/(losses)  —  (2)  (2) 
Other (incl. investment expenses)  —  0 

 4  (7)  (3) 

Year ended 31 December 2020
Interest income/(expense)  1  0  1 
Unrealised gains/(losses)  1  (5)  (4) 
Realised gains/(losses)  5  (2)  3 
Other (incl. investment expenses)  0 

 7  (7)  0 

2021 saw investment returns arise on debt securities which was more than offset by unrealised and realised losses on other financial 
investments. This is primarily driven by year on year fluctuations in interest rates and foreign exchange rates which impact the valuations of 
debt securities and associated derivatives.   

Net investment income is stated after deduction of €0m (2020: €0m) of investment expenses.

A.3.2 Gains and losses recognised directly in equity 
No gains or losses on investments have been recognised directly in equity (2020: €nil).

A.3.3 Investments in securitisation
The Company does not have any investments in securitisation.
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A.4 Performance of Other Activities
A.4.1 Other income and expense
As described in section A.2.1, performance of other activities comprises those items of other income and expense, other than net 
investment return, excluded from underwriting result. The table in section A.2.2 summarises the gain of €1m (2020: €0m) that the Company 
sustained from its performance of other activities during the year and reflect foreign exchange gains. 

A.4.2 Leasing arrangements
On 1 February 2019, certain Irish properties occupied by the Company were subleased from the parent company (as holder of the 
respective head leases) under operating lease arrangements. Each sublease is reflected on the IFRS balance sheet as a right-of-use asset 
and a lease liability. In July 2021 one of these subleases was terminated and replaced in August 2021 by a new lease held equally by the 
Company and Aviva Life & Pensions Ireland Designated Activity Company 

The were no material amounts in respect of leased assets recognised in the Company’s income statement. 
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A.5 Any Other Information
A.5.1 Any Other Information
On 1 January 2022, the retrospective (both expired and in force business) quota share reinsurance arrangement with AIL, by which AIL 
provides proportional reinsurance to the Company relating to Ireland general insurance risks, was reduced from 85% to 70%.

The Company has no other material information to disclose. 
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B. System of Governance
This section of the report sets out information regarding the ‘System of Governance’ in place within the Company. 

Details of the structure of the undertaking's ‘administrative, management or supervisory body’ (defined as including the Board, and Board 
committees) are provided.  The roles, responsibilities and governance of key functions (defined as the Risk, Compliance, Internal Audit and 
Actuarial functions) are also provided.  Other components of the system of governance are also outlined, including the risk management 
system and internal control system implemented across the business. 

B.1 General Information on the System of Governance 
B.1.1 Board structure
The Company’s Board is responsible for promoting the long-term success of the Company and for setting its strategy. It sets the Company’s 
risk appetite and satisfies itself that financial controls and risk management systems are robust.  The system of governance throughout the 
Company aids effective decision-making and supports the achievement of the Company’s objectives for the benefit of policyholders and 
the shareholder. 

The Company’s Board has established various committees and delegated responsibilities to assist in its oversight of risk management and 
the approach to internal controls.  The duties of the Company’s Board and of each of its committees are set out in their respective terms of 
reference.  The terms of reference list both those items that are specifically reserved for decision by the Board and those matters that must 
be reported to the Board. 

The diagram below shows the segregation of responsibilities between the various committees, in addition to a description of the main 
roles of each.

The Company has a Reserving Committee, chaired by the Chief Financial Officer (CFO), which is responsible for reviewing the adequacy of 
reserves and recommending to the Board the IFRS and Solvency II technical provisions for inclusion in the financial statements and 
reporting. Membership of the Committee includes the Head of Actuarial Function and the CRO, as well as two Independent Non-Executive 
Directors.
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The ‘three lines of defence model’, and roles and responsibilities of key functions
Roles and responsibilities for risk management in the Company are based around the three lines of defence model. 

The first line
Management is responsible for the application of the Risk Management Framework, for implementing and monitoring the operation of the 
system of internal control and for providing assurance to the Audit and Risk Committees and the Board.

The second line
• The Risk Management Function is accountable for the quantitative and qualitative oversight and challenge of the identification, 

measurement, management, monitoring and reporting of principal risks and for developing the Risk Management Framework;
• The Actuarial Function is accountable for actuarial methodology, and reporting to the relevant governing body on the adequacy of 

reserves and capital requirements, as well as on underwriting, reinsurance arrangements and the Own Risk and Solvency Assessment 
(ORSA) process; and

• The Compliance Function (complemented by the Financial Crime team) supports and advises the business on the identification, 
measurement and management of its regulatory, financial crime and conduct risks and is accountable for monitoring and reporting on 
the Company’s compliance risk profile.

The third line
The Internal Audit Function provides independent and objective assessment on the robustness of the Risk Management Framework and 
the appropriateness and effectiveness of internal control to the Audit and Risk Committees, and to the Board.

Sections B.3.2, B.4.2, B.5 and B.6 detail the roles, responsibilities, authority, resources, independence and reporting lines of the Risk 
Management, Compliance, Internal Audit and Actuarial Functions respectively, and how their independence is ensured.

B.1.2 Material changes in the system of governance 
The Company’s Board and Board Committee responsibilities and arrangements, and the fundamental approach to the system of 
governance, have not materially changed. An Executive Risk Committee (ERC) was introduced as a management committee, to provide 
formal oversight of all risks and to support the CRO and other members of the Committee in the discharge of their accountabilities within 
the Aviva Governance Framework and in relation to their defined regulatory responsibilities. In addition, the crisis management procedures 
invoked during 2020 to manage the Company’s response to COVID-19 have been removed or (where required for the continuation of the 
Company’s effective response) transferred to “business as usual”.

There have been no other material changes in the Company’s systems of governance during the year.

B.1.3 Adequacy of the Company’s system of governance 
An assessment of the effectiveness of the Company’s governance, internal control and risk management systems was conducted at the end 
of 2021 including a certification by the CEO. Any material risks not previously identified, control weaknesses or non-compliance with the 
Company’s risk policies and business standards or local delegations of authority are highlighted as part of this process. Details of key 
failings or weaknesses are reported to the Risk Committee and the Board. The CRO provided his own certificate which states that the Risk 
Function has reviewed and challenged the process supporting the certification and is satisfied that it can provide reasonable assurance of 
the material accuracy and completeness of the assessment. 

In addition to this annual assessment, the Risk Function continually reviews the effectiveness of the Company’s governance framework. In 
conjunction with other activities across the Company, including Internal Audit reviews, this aims to provide assurance in relation to the 
effective operation of the system of governance.

B.1.4 Remuneration policy 
The Company has no employees. The majority of employees engaged in the activities of the Company are employed by subsidiary 
undertakings of Aviva plc, Aviva Employment Services Limited and Aviva Group Services Ireland Limited. The Company is recharged with 
the costs of the staff provided by these companies, and they follow the Company’s remuneration policy. The Company’s reward principles 
and arrangements are designed to incentivise and reward employees for achieving stated business goals in a manner that is consistent 
with the Company’s approach to sound and effective risk management. The Company’s remuneration policy is aligned to its strategy, 
incentivises achievement of the Company’s annual business plan and longer-term sustainable growth of the business, and differentiates 
reward outcomes based on performance and behaviour that is consistent with the Company’s values. 

B.1.4.1 Executive directors
The remuneration policy provides market competitive remuneration and incentivises Executive Directors (EDs) to achieve both the annual 
business plan and the longer-term strategic objectives of the Company. Significant levels of deferral and an aggregate shareholding 
requirement align EDs’ interests with those of shareholders and aid retention of key personnel. As well as rewarding the achievement of 
objectives, variable remuneration can be zero if performance thresholds are not met.  

Remuneration of EDs is split between the following components:
• Basic salary informed by individual and business performance, levels of increase for the broader Company employee population and 

relevant pay data;
• Variable components (refer to section ‘Variable components’ below for further details);
• Pensions;
• Benefits;
• Relocation and mobility; and
• Shareholding requirement, in the shares of the ultimate parent company. 
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Variable components
The main forms of variable remuneration for EDs are:
• Annual bonus: Awards are based on performance in the year. Performance is assessed against a range of relevant financial, employee, 

customer and risk targets designed to incentivise the achievement of strategy as well as individual strategic objectives.  Targets are set 
annually, and pay-out levels are determined based on performance against those targets.  A significant proportion of any bonus award is 
deferred into shares which vest in three equal tranches; and 

• Long-Term Incentive Plan (LTIP): Shares are awarded which vest after a three-year period, in some cases dependent on the achievement 
of performance conditions over that period.

All variable pay elements are subject to Aviva’s ‘Malus and Clawback’ policy.
Base salaries are benchmarked externally to ensure there is not an overreliance on variable pay by any individual. Total remuneration is 
leveraged, with a suitable percentage of pay ‘at risk’ against the achievement of stretching goals, which is aligned with the Company’s risk 
profile and employee behaviour.

B.1.4.2 NEDs
INEDs receive a basic annual fee in respect of their Board duties. Further fees are paid for membership and, where appropriate, chairing 
Board committees.  The Chairman receives a fixed annual fee. Fees are reviewed annually taking into account market data and trends and 
the scope of specific Board duties.

The Chairman and INEDs do not participate in any incentive or performance plans or pension arrangements and do not receive an expense 
allowance.  

INEDs are reimbursed for reasonable expenses, and any tax arising on those expenses is settled directly by the Company.  On the limited 
occasions when it is appropriate for a INED’s spouse or partner to attend a business event, the Company will meet these costs and any tax 
liabilities that may arise. 

The NEDs are remunerated by fellow subsidiaries of Aviva plc for their services and executive employment with the Aviva Group. They are 
not remunerated for their service as board directors of the Company and the amount of time spent performing their duties is incidental to 
their roles across the Aviva Group. 

B.1.4.3 Other Employees
Remuneration arrangements for employees that are not EDs take account of the seniority and nature of the role, individual performance 
and local market practice.  The components and levels of remuneration for different employees may therefore differ from the policy for EDs. 
Any such elements are reviewed against market practice and approved in line with internal guidelines and frameworks. 

Variable components are discretionary and fully flexible as opposed to a contractual entitlement, and there is a possibility of zero awards 
being made should the performance of the Company and/or individuals require this (other than where payments are required by law). 
Individual awards are based on an assessment of performance of individuals allowing for differentiation. 

The remuneration of employees in the Risk, Compliance and Internal Audit is determined independently of the financial results of the 
business areas they oversee.  This reinforces the independence of these Functions. 

Shares in the ultimate parent company can be awarded to employees.  These vest after three years, in some cases dependent on 
performance conditions over that period.  

B.1.4.4 Pension and early retirement schemes
The Company did not operate any enhanced pension arrangements or early retirement schemes during the reporting period.  

B.1.5 Material transactions with the shareholder, persons with significant influence on the Company and members of the Board
No material transactions have been identified during the period with persons who exercise a significant influence on the undertaking, or 
with members of the administrative, management or supervisory body. 

Key management personnel, being those having authority and responsibility for planning, directing and controlling the activities of the 
Company, including the directors, may from time to time purchase insurance, savings, asset management or annuity products marketed by 
Group companies on equivalent terms to all employees of the Group. In 2021, the total compensation to those employees classified as key 
management was €3m.

Information on the material transactions with the Company’s shareholder is included within Note 30 – ‘Related party transactions’ of the 
Company’s financial statements. This note covers the quota share arrangement that are detailed in Sections A.1.2 and C.3.2. 
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B.2 Fit and Proper Policy 

The business has policies in place to ensure that individuals responsible for running the Company or responsible for key functions are both 
“fit” and “proper” in line with the CBI’s Fit and Proper requirements for individuals.  The CBI’s Fitness and Probity Regime applies to persons 
in senior positions, known as Controlled Functions (CFs) and Pre-Approval Controlled Functions (PCFs), within Regulated Financial Service 
Providers.  This means that, as part of recruitment and employee screening, an individual’s career history will be assessed and validated to 
establish whether an individual’s skills and knowledge are appropriately matched to the role.  It also means that checks are in place to 
ensure that an individual is honest, of good reputation, has integrity and is financially sound.

The governance over the fitness and probity of individuals includes recruitment, performance management and training. However, to 
ensure that the Company protects itself against employing individuals who potentially could threaten its customers, properties, facilities or 
reputation, the majority of its fitness and probity processes take place at recruitment and more specifically at pre-employment screening.  
A minimum set of basic screening requirements has been agreed and implemented.  Additional enhanced screening requirements are 
applied for individuals who will run the Company or become notified or approved senior managers. This enhanced due diligence is 
performed during both the internal and external recruitment process. Under the CBI requirements, before the Company can appoint a 
person to a PCF role, the CBI must have approved the appointment in writing. Annual recertification and due diligence checks are 
completed for all PCF role holders to ensure they remain fit and proper for the role.

The Company’s requirements in respect of skills, knowledge and expertise for key function holders are set following engagement with both 
internal and external subject matter experts in each specialism.  These requirements and qualifications are captured within individual role 
descriptions for each key function role.
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B.3 Risk Management System including the Own Risk and Solvency Assessment 
B.3.1 Risk Management Framework

The Risk Management Framework forms an integral part of management and Board processes and the decision-making framework across 
the Company. The key elements of the Risk Management Framework comprise: 

• Systems of Governance: This includes risk policies and business standards, risk oversight committees and structures, and roles and 
responsibilities (including the three lines of defence model and key control functions); 

• Risk Management Processes: This comprises the processes used to Identify, Measure, Manage, Monitor and Report (IMMMR) risks, 
including the use of stress and scenario testing (SST); and 

• Risk Appetite Frameworks: This refers to the risks that are selected in pursuit of return, the risks accepted but sought to be minimised 
and the risks avoided or transferred, including quantitative expressions of the level of risk that can be supported.

For the purposes of risk identification and measurement, risks are usually grouped by risk type: credit, market, liquidity, general insurance 
and operational risk.  Risks falling within these types may affect a number of metrics, including those relating to balance sheet strength, 
liquidity and profit.  They may also affect the performance of products delivered to customers and service provided to customers and 
distributors, which can be categorised as risks to brand and reputation or as conduct risk.

To promote a consistent and rigorous approach to risk management the Company has adopted a number of risk policies and business 
standards which set out the risk strategy, appetite, framework and minimum requirements for its operations. Compliance with these 
policies and standards is confirmed annually.

A regular top-down key risk identification and assessment process is carried out by the Risk Function. This includes the consideration of 
emerging risks and is supported by deeper thematic reviews.  This, together with the risk and control self assessment (RCSA) process, are 
the main processes used to IMMMR risks. The RCSA process is run by the first line, with challenge by the Risk Function. It focuses on 
operational risks, which are recorded on ‘iCARE’, the Company’s risk management system.  The risk assessment processes are run 
separately but are complementary.  They are used to generate risk reports which are shared with the relevant risk committees.

SST is an important tool in the measurement of risks and is used to support the monitoring and reporting of the risk profile and in the 
consideration of the risk management actions available.  A range of stress (where one risk factor, such as interest rates, is assumed to vary) 
and scenario (where combinations of risk factors are assumed to vary) tests are undertaken to evaluate their impact on the business and 
the management actions available to respond to the conditions envisaged. 

The Risk Function is accountable for quantitative and qualitative review and challenge of the IMMMR process and for developing the Risk 
Management Framework.  Internal Audit provides an independent assessment of the risk framework and internal control processes.

Board oversight of risk and risk management is maintained on a regular basis through the Risk Committee.  The Board has overall 
responsibility for determining risk appetite, which is an expression of the risk the business is willing to take.  There are qualitative and 
quantitative risk appetites in respect of the key risks while risk preferences specify where the Company takes risk and why. In addition, 
operating risk limits and tolerances exist below the overarching risk appetites. 

SII capital risk targets are set for each risk type, calculated on the basis of the SII SCR.  The Company’s position against risk appetite is 
monitored and reported to the Board on a regular basis.  Long-term sustainability depends upon the protection of franchise value and 
good customer relationships.  As such, the Company has a risk preference that it will not accept risks that materially impair the reputation 
of the Company and requires that customers are always treated with integrity. 

During 2021, an Executive Risk Committee (ERC) was introduced as a management committee, to provide formal oversight of all risks and 
to support the CRO and other members of the Committee in the discharge of their accountabilities within the Aviva Governance Framework 
and in relation to their defined regulatory responsibilities.  The oversight of risk and risk management is also supported by the Asset and 
Liability Committee (ALCO), the Operational Risk and Conduct Committee, the Insurance Committee, the Reinsurance Committee, the 
Reserve Committee and the Executive Committee.

To further support the role of risk management in decision-making processes, the role of the ‘first line’ is critical as part of the three lines of 
defence model.  The CEO is responsible for the implementation of the Company’s strategies, plans and policies, the monitoring of 
operational and financial performance, the assessment and control of financial, business and operational risks and the maintenance and 
ongoing development of a robust control framework and environment in their areas of responsibility.  

B.3.2 Risk Function 
The Risk Function is responsible for the design and implementation of the Risk Management Framework. The Risk Function reports to the 
Company’s Board on material risks, together with any other specific areas of risk requested by the Board, and assists the Board, Risk 
Committee and management in the effective operation of the Risk Management Framework including, amongst other things, the provision 
of quality reviews, an aggregated view of the risk profile, and an assessment of the key risks associated with the business’s strategy, major 
projects, strategic investments and other key decisions.  

The Risk Function has authority to review all areas of the Company and has full, free and unrestricted access to all activities, records, 
property and personnel necessary to complete its work.  The CRO has direct management accountability for the Risk Function.  
Appointment and removal of the CRO are matters reserved for the Board, on the recommendation of the Risk Committee, which supports 
the independence of the Risk Function.

B.3.3 Own Risk and Solvency Assessment
The Company defines its ORSA as all the processes and tools that underpin the consideration of risk and capital implications in key 
decisions, including business planning.  It provides a continuous and forward-looking assessment of the short-term and long-term risks 
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that the Company faces, or may face, and ensures that its capital requirements are met at all times. In this context, the Board has set an 
overarching capital risk appetite which aims to ensure that the Company maintains an appropriate level of capital strength above its 
regulatory capital requirement.

The ORSA comprises a number of elements of the Risk Management Framework, which are embedded in the business through the 
requirements of the business standards around capital allocation, strategy, business planning and stress testing.  These elements create an 
overview of the impact of risk on the business, and are taken into account by management in day-to-day decision-making.  In particular, 
using capital metrics in decision-making ensures risk and capital management are connected.  The outcomes of the ORSA processes 
provide the Company’s Board, Risk Committee and management with insights to the key risks and current and future capital requirements.

The CEO and his direct reports are responsible for the majority of the underlying ORSA processes set out above. The Risk Function is 
responsible for the design of the Risk Management Framework, including the ORSA Policy and annual ORSA reporting.

Review and approval
The outputs from the ORSA processes are reported to and reviewed by the Board and the Risk Committee regularly during the year.  The 
Risk Committee sets the approach to the ORSA and, on behalf of the Board, oversees the ORSA processes including the identification of 
risk. The results of the Company’s ORSA processes are considered by the Board when reviewing the Company’s strategy and approving 
annually the business and capital plan.  

The annual ORSA Report brings together and summarises a high-level description of the key components of ORSA, together with key 
developments and outcomes during the year.  It provides a forward-looking assessment of the risk and solvency needs of the Company 
over a 3-year time horizon, reflecting the company’s strategy and business plans. The ORSA processes and associated ORSA report play a 
key role in supporting decision making and strategy development at the Company’s Board and Risk Committee.

The ORSA Report is produced by the CRO and approved by the Board annually, or in the event that ORSA triggers are met (per its ORSA 
policy).  For example, an out of cycle ORSA update may be triggered (at the discretion of the Board), in the event of: 

• A change to the business or investment strategies or other change to risk profile that is likely to increase the SCR by more than 20% or 
reduce solvency cover by more than 25% prior to the next regular report; 

• A change to Own Funds due to a loss event (e.g. catastrophe, market loss) that reduces solvency cover by more than 25%. 

The Report is shared with the CBI following approval by the Board.

Economic capital (as a risk-based capital measure) is embedded in the Company’s Risk Management Framework and is used as an input to 
a wide range of business and strategic decisions. The framework, supported by risk policies and business standards, sets out the areas 
where capital management information must be used as part of decision-making and risk management processes. This ensures that 
requirements to use capital metrics are embedded within the relevant processes including, but not limited to, strategy and planning. 
Economic capital is calculated using the SII Standard Formula approach, the appropriateness of which is reviewed annually and reported 
to the Board. 
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B.4 Internal Control System
B.4.1 System of Internal Control 
The Company’s principles for ensuring effective internal control are set out in the Risk Management Framework and, in particular, the 
Internal Control Business Standard.  These include:
• An appropriate “tone from the top”.  This supports the effective management of exposures, adequate resourcing, effective 

communication, malpractice reporting, a business ethics code that is annually signed up to by employees, and a commitment to 
integrity, ethical behaviour and compliance; 

• A clear organisational structure that supports the system of internal control and includes the effective operation of an adequately 
resourced three lines of defence model, appropriate and proportionate segregation of duties, a clear system of delegated authorities, 
clearly defined roles and responsibilities for staff, and the consideration of risk management and control responsibilities when setting 
objectives for, and reviewing the performance of, all staff;

• Implementation of risk policies and business standards, and consistent IMMMR of all risks;
• Effective controls for each of its core business processes which are regularly monitored and reported on; and
• A risk oversight process that provides adequate challenge to the completeness and openness of internal control and risk assessment.

B.4.2 Compliance Function
The primary purpose of the Compliance Function is to assess and manage exposure to regulatory risk.  The Compliance Function is an 
integral part of the Risk Management Framework and constitutes a key part of the Company’s corporate governance, including 
relationships with the CBI, and other regulatory bodies.  The function is a critical contributor to the safe and sound operation of the 
Company and underpins the achievement of its strategy and business goals.  The key processes that comprise the Company’s compliance 
activity are:

• Conduct regulatory risk management (including monitoring regulatory developments), performed by the Compliance Function 
(complemented by the Financial Crime team) and including activities such as:
– Setting the conduct and financial crime policy framework;
– Providing advice, support, guidance and challenge on conduct and financial crime risk; and
– Managing conduct and financial crime regulatory engagement.

• Prudential regulatory risk management (including monitoring regulatory developments), performed by the Risk Function and including 
activities such as:
– Setting the prudential regulatory risk policy framework;
– Providing advice, support, guidance and challenge on prudential regulatory risk; and
– Managing prudential regulatory engagement.

• Legal developments (including those related to data protection) monitoring, performed by the legal and company secretarial function.

The Head of Compliance has responsibility for the conduct regulatory risk management and the CRO has responsibility for the prudential 
regulatory risk management, whilst the General Counsel is responsible for monitoring legal developments including data protection.  
Those carrying out compliance activities have authority to review all areas of the Company and have full, free and unrestricted access to all 
activities, records, property and personnel necessary to complete their work, where appropriate.  
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B.5 Internal Audit Function
The role of the Internal Audit Function is defined in the Internal Audit Charter. The Charter sets out the purpose, activities, scope and 
responsibilities of the function and the arrangements for the management of the function, including ensuring its independence from first 
and second line management. 

The scope of Internal Audit assurance activities includes:

• Assessing and reporting on the effectiveness of the design and operation of the framework of controls which enable risk to be assessed 
and managed;

• Assessing and reporting on the effectiveness of management actions to address deficiencies in the framework of controls and risks that 
are out of tolerance;

• Assessing key corporate events such as acquisitions/divestments and outsourcing decisions to determine and report on whether key risks 
are being adequately addressed. Internal Audit may also assess relevant post-mortem or “lessons learned” analysis following significant 
adverse events at the organisation or in the industry;  

• Undertaking advisory projects for management, provided that they do not threaten Internal Audit’s actual or perceived independence 
from management; 

Internal Audit is responsible for performing these activities efficiently and effectively, but it is not responsible for setting risk appetite or for 
the effectiveness of the framework of controls.

The Audit Committee receives quarterly control reports from Internal Audit and challenges management on the actions being taken to 
evidence that the governance, risk management and controls remain effective; whether the overall level of operational risk remains within 
appetite and if not, to challenge management to address this within an acceptable timeframe.

Independence and objectivity
Internal Audit must be independent from management at all times in order to be effective in performing its activities.  The Internal Audit 
Function maintains its independence and objectivity by having a direct reporting line to the Chair of the Company’s Audit Committee and a 
functional reporting line to the Aviva Global General Insurance Audit Director who reports to the Group Chief Audit Officer. 

The Chair of the Audit Committee is responsible for recommending the appointment or removal of the Head of Internal Audit to the Board 
and for participating, jointly with the Group Chief Audit Officer or designee, in the determination of the objectives of the Head of Internal 
Audit and the evaluation of their levels of achievement.

Internal Audit staff have no direct responsibility or authority over any operational activities reviewed and would not relieve others of such 
responsibilities. Internal auditors who worked previously in the Company but outside Internal Audit will not perform or manage reviews in 
the business area for which they were previously responsible for a period of at least one year after the end of their role within the business.

Internal Audit provides the Audit Committee with an annual confirmation of its independence, supported by an independence declaration 
form signed by all members of Internal Audit staff.
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B.6 Actuarial Function 
The Actuarial Function is accountable for actuarial methodologies, plus the resultant Best Estimate Liabilities and capital requirements.  
The Actuarial Function produces an annual report to the Board with its opinion on the adequacy of Technical Provisions, the Company’s 
underwriting and reinsurance arrangements, and the ORSA processes.

The independence of the Actuarial Function is derived through its membership in the second line of defence. The Actuarial Function is led 
by the Head of Actuarial Function, who reports to the Company’s CEO.  The Head of Actuarial Function is subject to the Fit and Proper 
policy requirements to ensure they have the requisite skills and knowledge to complete their responsibilities.  (Fit and Proper requirements 
are considered in section B.2.).  

The Actuarial Function has the authority to review all areas of the Company and has full, free and unrestricted access to all activities, 
records, property and personnel necessary to complete its work. 
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B.7 Outsourcing
Policy

The Company’s Outsourcing Policy and Procurement and Outsourcing Business Standard contain information setting out the relevant 
governance, responsibilities, objectives, process, and monitoring arrangements to be applied in cases of outsourcing, all of which shall be 
consistent with the overall strategy. The requirements apply equally to any externally or internally (intra-group) outsourced activity. This 
Outsourcing Policy sets out the oversight and governance requirements AIIDAC must comply with to ensure adherence to local regulatory 
requirements and Aviva Group requirements, to the extent such requirements are consistent with and additional to local requirements. The 
objective of the Business Standard is to ensure that minimum control objectives and controls for supplier-related activities are followed by 
all elements of the business, to ensure that supply risk is managed effectively, customers are being treated fairly and continue to receive 
good outcomes, as well as mitigating potential financial, operational, contractual, and brand damage caused by inadequate management 
and oversight.  The Outsourcing Policy aligns with regulatory expectations, and where appropriate, regulatory guidance will be applied as a 
requirement.  The Policy and Business Standard apply to all staff involved in supplier-related activities and provides direction to staff on 
their roles and responsibilities in effectively managing supplier activity. They provides clarity on the definition of outsourcing, including 
where activity is delegated to an intermediary, and whether an outsourced function or activity is assessed as critical or important. All staff 
have a responsibility to comply with the Policy and the Business Standard if they are involved with supplier-related activity.

The Business Standard aligns with regulatory expectations, and where appropriate, regulatory guidance will be applied as a requirement.  
The Business Standard applies to all staff involved in supplier-related activities and provides direction to staff on their roles and 
responsibilities in effectively managing supplier activity. It provides clarity on the definition of outsourcing, including where activity is 
delegated to an intermediary, and whether an outsourced function or activity is assessed as critical or important. All staff have a 
responsibility to comply with this Business Standard if they are involved with supplier-related activity.

The Outsourcing Policy covers the following:

• Requirements and limitations on outsourcing pursuant to local regulations;
• Definitions and details on roles, responsibilities and escalation processes for outsourcing management and oversight,;
• Key outsourcing risk assessment activities and documentation requirements; and
• Supervisory notification requirements.

The Board has also approved the objectives and controls in the Business Standard which cover the following areas:

• Supply governance: business oversight of operational performance for sourcing and supply management activities;
• Sourcing: how a service provider of suitable quality is selected;
• Supplier contracting and approvals: financial, commercial and legal approval of contracts; and
• Supplier management and business continuity: risk-based approach to management of supply contracts.

Critical or important outsourcing attracts the highest level of rigour, including regulatory notification, performance and relationship 
reviews, regulatory compliance reviews, and risk and control assessments.

Critical and important outsourced functions and activities
The Company outsources a range of activities consistent with its outsourcing strategy.  These include elements of underwriting, customer 
contact, including claims handling, IT, accounting services, property services and investment management.  The Company recognises that 
while it can outsource activities, it cannot outsource its statutory or regulatory obligations (prudential or conduct) and as such operates 
effective oversight arrangements for outsource providers.  

Jurisdiction of service providers
Critical or important outsourced activities are carried out mostly in the UK or Ireland, with support functions in India, Sri Lanka and 
Romania:

• Capital management and actuarial – UK;
• Finance operations and accounting services – UK, India, Sri Lanka and Romania;
• IT – UK and India;
• Claims handling – UK and Ireland;
• Policy administration – India and Sri Lanka;
• Customer communications – UK; and
• Investment management – UK.
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B.8 Any Other Information
The Company has no other material information to disclose.
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C. Risk Profile
The ‘Risk Profile’ section of this report provides information on the key risks encountered by the Company as well as the corresponding 
processes for monitoring the risk exposures and the techniques in place for mitigating these risks.  

C.1 Underwriting Risk
C.1.1 Exposure
The Company’s exposure to non-life insurance underwriting risk is predominantly in Ireland and arises from:

• Inadequate claims reserving assumptions;
• Unforeseen fluctuations in the timing, frequency and severity of claims and claim settlements relative to expectations;
• Unexpected claims arising from a single source;
• Inaccurate pricing of risks or inappropriate underwriting of risks when underwritten; and
• Inadequate reinsurance protection or other risk transfer techniques.

The Company does not underwrite life insurance business, or health products.

The Company has a preference for general insurance risk in measured amounts for explicit reward, in line with its core skills in underwriting 
and pricing.  

On 1 February 2019, the Company entered into a quota share reinsurance arrangement with its parent company.  This agreement provides 
proportional reinsurance to the Company as follows: 

• 85% quota share arrangement in respect of general insurance risks arising in Ireland and European Mobile Device Insurance business 
(reduced to 70% from 1 January 2022); and

• 100% quota share arrangement covering all other business.

The Company’s underlying exposure to underwriting risk has remained relatively stable and consistent with new business written in the 
year.

The Company’s overall exposure to underwriting risk is measured using the SCR.  QRT S.25.01 (Appendix F.1.6) shows that the Company’s 
undiversified SCR for underwriting risk is €43m (2020: €43m). Underwriting risk is also measured and monitored in terms of best estimate 
liabilities, total sum insured and estimated maximum loss. Estimated maximum loss is an estimation of the maximum loss that could be 
reasonably sustained as a result of a single incident considered to be within the realms of probability. These measures were introduced 
following the business transfer and there has been no material change to the measures used to assess underwriting risk since that date. 

C.1.2 Risk concentration
The Company avoids underwriting risk concentration through its scale, geographical distribution of underwriting risks, diversity of product 
lines and diversity of distribution channels. Individual risks and groups of risk are only accepted if, after diversification and reinsurance, the 
residual risk is within appetite. Controls are in place to ensure accumulations of risk are identified, evaluated and controlled.

The Company’s general insurance risk is located predominantly in Ireland. The most material single event peril for the Company is 
windstorm.

C.1.3 Risk mitigation
The Company manages its exposure to general insurance risk through the application of control frameworks that include:
• Claims reserving that is undertaken by actuaries and is also subject to periodic internal and external review;
• Risk appetites to limit exposures to key general insurance risks;
• Extensive use of data, financial models and analysis to improve pricing and risk selection;
• Underwriting limits linked to delegations of authority that govern underwriting decisions;
• Product development in a management framework that ensures products and propositions meet customer needs;
• Product limits and exclusions;
• Governance of outsourced functions writing products on behalf of the Company; and
• Documented claims management philosophies and procedures.

The primary technique used to mitigate underwriting risk is reinsurance. Reinsurance is purchased to mitigate underwriting risk and to 
maintain exposures within appetite. In some cases, the Company participates in Group reinsurance programmes, which leverage 
economies of scale whilst allowing the Company to trade to the full extent of its underwriting appetite.

The Company and its subsidiaries have a number of reinsurance agreements in place, with both internal and external counterparties, to 
mitigate underwriting risk. Major reinsurance agreements include:
• Catastrophe reinsurance providing protection against the risk of natural hazard events (e.g. flood, windstorm);
• The 85 - 100% quota share reinsurance agreement with the parent company (reduced from 85% to 70% from 1 January 2022). Further 

details are provided in section A.1.2 and section C.1.1;
• Casualty excess of loss reinsurance providing protection against the risk of large losses arising from motor liability or general liability 

insurance; and
• Property excess of loss reinsurance providing protection against the risk of large losses arising from property insurance.

Reinsurance purchases are reviewed to verify that the levels of protection being bought reflect any developments in exposure and the risk 
appetite of the Company. The basis of these purchases is underpinned by financial and capital modelling and actuarial analyses which 
consider the cost and capital efficiency benefits. This may involve utilising externally sourced probabilistic models to verify the 
accumulations and loss probabilities based on specific portfolios of business. In addition to external models, scenarios are developed and 
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tested using Company data to determine potential losses and appropriate levels of reinsurance protection. Reinsurance covers single large 
exposures and concentrations of exposures. The Company has processes in place to manage catastrophe risk and purchases catastrophe 
reinsurance to protect against significant natural and man-made hazard events.

The management of insurance risk is overseen by specific senior management committees, namely the ALCO and the Insurance 
Committee.

C.1.4 Stress and scenario testing and sensitivity analysis
Descriptions of the methods used, assumptions made and outcomes of stress and scenario testing and sensitivity analysis are provided in 
section C.7.1.

C.1.5 Special purpose vehicles
The Company has not transferred underwriting risk to special purpose vehicles, as defined by the SII Directive.
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C.2 Market Risk
C.2.1 Exposure
The Company’s exposure to market risk arises from the risk of adverse financial impacts resulting directly or indirectly from fluctuations in 
interest rates and foreign currency exchange rates. Market risk arises due to fluctuations in both the value of liabilities and the value of 
assets held.  

Interest rate risk arises primarily from the Company’s fixed income securities and liabilities, which are exposed to fluctuations in interest 
rates.  The Company seeks to match assets to liabilities and uses interest rate derivatives to meet its interest rate appetite.

The Company’s exposure to foreign currency risk arises primarily from investments in non-domestic currency denominated investments 
held to drive enhanced investment returns and provide diversification.  The Company seeks to mitigate foreign currency risk on non-
domestic denominated investments by the use of currency derivatives.

The Company’s market risk exposure reflects the transfer of investment assets from the parent company to support the insurance portfolio 
transfer on 1 February 2019, and the subsequent implementation of the Company’s investment strategy. 

The Company’s overall exposure to market risk is measured using the SCR. QRT S.25.01 (Appendix F.1.6) shows that the Company’s 
undiversified SCR for market risk is €2m (2020: €2m).  This includes credit risk in respect of the Company’s bond holdings whose risk profile 
and management is described in section C.3.  In addition to the SCR, a number of risk-specific metrics are used to monitor market risk at a 
granular level:

• Key interest rate and currency related parameters; and
• Changes in the price level of individual assets or specific asset classes.

These measures have been in place since the business transfer on 1 February 2019 and continue to be monitored. 

In response to the uncertainty associated with COVID-19, the Company de-risked the asset portfolio in 2020 to reduce balance sheet 
sensitivity to corporate and sovereign credit spreads. The Company has undertaken certain investment re-risking over 2021, in light of the 
reduced COVID-19 market uncertainty. In addition, the Company continued to hedge its interest rate and FX exposure through 2021.

C.2.2 Risk concentration
The Company monitors its investment exposures in aggregate across all classes of financial instruments (debt securities, derivatives and 
other investments), to individual issuers, geographies, sectors, and asset classes. 

The valuation of assets and liabilities are materially impacted by movements in market-implied interest rates with this risk being managed 
within pre-defined risk appetite using a combination of asset-liability matching and derivatives.

C.2.3 Risk mitigation 
The Company manages market risk within its market risk framework, within local regulatory constraints and in line with established Group 
policy, including minimum principles for matching liabilities with appropriate assets.  As described in section C.2.1, the Company monitors 
exposures to market risks and uses derivatives to mitigate interest rate and foreign currency exchange rate risks.

The Company only uses derivatives to reduce risks and facilitate efficient portfolio management.  Risks arising from use of derivatives for 
hedging purposes include basis risk, which is the risk of an unexpected adverse financial impact arising because the exposure covered by a 
risk-mitigation technique, such as hedging using derivatives, does not correspond to the Company’s risk exposure.  The Company controls 
derivative basis risk by applying strict controls to its processes for their administration and valuation.  The Company’s control framework 
for derivative risk is consistent with market and industry practice.

In accordance with the requirements of its Risk Mitigation Framework, the Company assesses and documents the effectiveness of 
arrangements to mitigate market risk.  This assessment is initially undertaken prior to deciding whether or not to enter into an 
arrangement, and considers the impact of the proposed arrangement on key metrics including:

• Risk measures, including economic capital; and
• Financial measures, including cash flow, IFRS operating profit, liquidity and expenses.

If the initial assessment indicates that the impact on key metrics is material, further assessments are carried out at regular intervals 
throughout the duration of the arrangement.  These assessments typically include stress testing and sensitivity analysis. 

The Company conducts on-going monitoring of the effectiveness of market risk mitigation techniques by reporting management 
information and analysis to the ALCO.  Appropriateness of asset allocation is reviewed by Board annually and regular monitoring against 
these agreed targets is reported to ALCO.  Investment performance analysis including actual returns against expected are also reported to 
the ALCO and Board.  Processes are also in place to monitor key economic data against pre-defined trigger points to enable appropriate 
oversight and actions to take place if economic conditions deteriorate, as set out in the Company’s pre-prepared Recovery Plan.

C.2.4 Stress and scenario testing and sensitivity analysis
Descriptions of the methods used, assumptions made and outcomes of stress and scenario testing and sensitivity analysis are provided in 
section C.7.1.

C.4 Liquidity Risk
C.4.1 Exposure

The Company’s exposure to liquidity risk arises from the risk that its liabilities cannot be settled, in a timely and cost-effective manner, as 
they fall due because of insufficient liquid assets. Liquidity risk may arise from uncertainty of the value and timing of liabilities or the ability 
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to realise assets to produce cash to meet obligations. The Company assesses liquidity risk under a range of scenarios and various levels of 
liquidity stress. Sources of liquidity risk include:

• Insurance underwriting e.g. catastrophe claims arising from adverse weather events;
• Failure to receive payment from customers;
• Variances of actual operational cash flow from shorter-term forecasts; and
• Other cash flow volatility e.g. derivative and collateral calls arising from the Company’s risk mitigation activities.

The principal bases used to measure and assess the Company’s exposure to liquidity risk are liquidity coverage ratios, which measure 
absolute liquidity coverage relative to pre-defined liquidity risk appetites, and the quantum of certain liquid assets. Liquidity coverage 
ratios measure the extent to which available liquidity is sufficient to meet expected liquidity requirements following an extreme liquidity-
specific stress event over short-term and long-term stress scenarios.  

There has been no material change to the measures used to assess liquidity risk during the reporting period.  

The Company’s liquidity profile was maintained within appetite on both absolute and stressed liquidity coverage ratio bases, over going 
concern short-term and long-term scenarios, and overall there was no material movement in the Company’s liquidity position against its 
risk appetite.

C.4.2 Risk concentration
The credit limit framework described in section C.3.2 above also avoids concentrations of liquidity risk by preventing investment in a 
restricted number of issuers, asset classes and sectors. The Company has set its investment strategy to ensure it has sufficient liquid funds 
to meet its expected obligations as they fall due. The diversity of sources of liquidity available to the Company averts concentration of 
liquidity risk.

C.4.3 Risk mitigation
The Company manages its liquidity risk by considering the liquidity impact before accepting new risks and managing its existing liquidity 
profile by:
• Daily monitoring of projected cash flow needs;
• Setting an investment strategy which reflects liquidity requirements and the potential liquidity profile of liabilities;
• Setting liquidity risk appetites which require that sufficient liquid resources be maintained to cover net outflows in a stress scenario over 

a range of timeframes; 
• Setting minimum cash reserves to be held at all times; and,
• Maintaining a Recovery Plan which detail management actions to address liquidity funding requirements in a significant stress scenario.

The Company monitors the effectiveness of liquidity risk mitigation techniques as follows:
• The internal controls, that enable effective liquidity risk management, are subject to assurance testing to ensure they operate effectively; 

and
• Short term and long term liquidity coverage ratios, calculated from actual and projected liquid resources, cash inflows and outflows, as 

well as maturity analyses on insurance liabilities and financial assets, in both normal and stressed scenarios, are regularly reported to 
and monitored by the ALCO, against pre-defined trigger points to enable appropriate oversight and identify any appropriate actions. 

C.4.4 Expected Profit Included in Future Premium (EPIFP)
The amount of EPIFP, calculated in accordance with Article 1 of the SII Regulations and included within the valuation of the Company’s 
Technical Provisions as at 31 December 2021, is €14.0m.  (See the Own Funds QRT S.23.01.01, Appendix F.1.6).

C.4.5 Stress and scenario testing and sensitivity analysis 
Descriptions of the methods used, assumptions made and outcomes of stress and scenario testing and sensitivity analysis are provided in 
section C.7.1.
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C.3 Credit Risk
C.3.1 Exposure
The Company’s exposure to credit risk arises from the risk that it will incur a financial loss from the default or failure of third parties to meet 
their payment obligations to the Company, or variations in market values as a result of changes in expectations related to these risks

The Company’s approach to managing credit risk recognises that there is a risk of adverse financial impact resulting from fluctuations in 
credit quality of third parties including default, rating transition and credit spread movements.  The Company’s credit risks arise principally 
from exposures to reinsurance counterparties, debt securities, insurance debtors and other assets such as bank deposits and derivative 
counterparties.

The Company’s management of credit risk includes implementation of credit risk management processes (including limits frameworks), 
and detailed reporting and monitoring of exposures against pre-established risk criteria.  The management of credit risk is overseen by the 
ALCO.   

The principal basis used to measure the Company’s exposure to counterparty risk is the SCR. QRT S.25.01 (Appendix F.1.6) shows that the 
Company’s undiversified SCR for counterparty risk is €25m (2020: €21m). Counterparty risk relates to the risk associated with reinsurers and 
insurance debtors. The Company is additionally exposed to the credit risk associated with investment bond holdings included in the 
market risk SCR reported in the QRT as described in section C.2.1. The following metrics are also used by the Company when measuring 
and assessing its credit risk exposure and to support risk management actions and investment decisions:

• Maximum exposure: credit exposure of the Company’s financial assets to counterparties;
• External credit rating: available Moody, Standard & Poor and Fitch ratings;
• Market adjusted credit ratings: external credit ratings modified for the market price of the counterparty’s credit default swap; and
• Internal credit ratings: determined for broker counterparties that are not externally rated, using methodologies broadly consistent with 

those used by external rating agencies.

C.3.2 Risk concentration
The Company’s credit limit framework restricts investment in individual issuers, geographies, sectors, and asset classes to ensure the 
Company is not exposed to significant concentrations of credit risk.

The Company’s largest reinsurance counterparty is the parent company. At 31 December 2021, the reinsurance asset recoverable from the 
parent company is €799m (2020: €799m).  The parent company has a strong credit rating (AA), in addition, credit risk is further mitigated by 
a floating charge over the Sovereigns, Supranationals, or Sub-sovereigns debt holdings of the parent company. The terms of the charge 
was amended from 1 January 2022 to expand the pool of charged assets to include all AIL's assets. 

The overall credit quality of the Company’s financial investments is strong. At 31 December 2021, investment grade debt securities (external 
credit rating AAA to BBB) comprised 100% (2020: 100%) of total debt securities, with 57% rated AAA and 43% rated AA.

The Company’s main concentration of external credit risk arising from investment bond holdings is worldwide government debt securities. 
At 31 December 2021 the Company held €236m (2020: €135m) of worldwide government debt (including Supranationals, Sub-Sovereigns 
and Agencies (SSAs)). In addition, the company holds €42m (2020: €45m) of covered bonds. 

C.3.3 Risk mitigation 
Risk mitigation techniques are used where and when deemed appropriate. These are utilised, where possible, to remove residual 
unwanted risks, as well as to bring or keep exposure limits within appetite.  

As described in section C3.1 and C.3.2, the Company has in place a credit control framework to manage credit risk, and uses techniques 
including collateralisation and a floating charge arrangement to mitigate unwanted credit risk.  

On-going monitoring is carried out by reporting management information to the ALCO, against pre-defined trigger points, to enable 
appropriate oversight and to prompt action if effectiveness deteriorates, as set out in the Company’s pre-prepared response plans.

C.3.4 Stress and scenario testing and sensitivity analysis
Descriptions of the methods used, assumptions made and outcomes of stress and scenario testing and sensitivity analysis are provided in 
section C.7.1.
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C.5. Operational Risk
C.5.1 Exposure
The Company’s exposure to operational risk arises from the risk of direct or indirect loss, caused by inadequate or failed internal processes, 
people and systems, or external events including changes in the regulatory environment. The Company has a limited appetite for 
operational risk and aims to reduce these risks as far as commercially sensible.

Conduct risk, an element of operational risk, is where the Company does not achieve positive or fair customer outcomes. Management of 
conduct risk is a key priority for the Company across the whole lifecycle of its products, and throughout the end to end journey of its 
customers, with robust governance and metrics embedded across the organisation. 

The Company also seeks to manage its exposure to reputational risk, which is the risk of loss to the Company’s franchise value from 
damage caused to the Company’s brands or reputation. Examples of factors, regardless of whether authenticated or not, which could 
damage the Company’s brands or reputation include litigation, employee misconduct, operational failures, the outcome of regulatory 
investigations, media speculation and negative publicity, disclosure of confidential client information or inadequate services.

The Company’s strategy of digital customer interaction, its use of advanced data analytics and the increasing cyber security threat, 
together with regulators’ attention to conduct issues, has increased its inherent exposure to risks such as data theft, conduct breaches and 
customer service interruption arising from IT systems failure, and these risks are expected to continue to increase into the future.  However, 
the Company has sought to contain and reduce exposure to these risks through on-going investment in programmes to improve IT security 
and resilience, disaster recovery, data governance and outsourcing. The Company has an Operational Risk and Control Management 
(ORCM) Framework, which integrates the results of the risk identification and assurance activities carried out across the Company’s three 
lines of defence.

Operational risks are initially identified and assessed against implemented controls. Residual risk, outside tolerance, is given prioritised 
management action to reduce it within tolerance. Operational risk is quantitatively assessed on the basis of financial loss and 
misstatement. Potential reputational and conduct impacts are qualitatively assessed. There has been no material change to the measures 
used to assess operational risk during the reporting period.  

The Company holds economic capital, based on the SII SF approach, against operational risk. QRT S.25.01.21 (Appendix F.1.6) shows that 
the Company’s SCR for operational risk is €18m (2020 €17m). The Company also produces specific conduct risk management information 
used to measure and analyse its exposure to conduct risk.  

C.5.2 Risk concentration
The Company’s scale and business model as a multi-business line and multi-channel business creates diversification of risks and generally 
helps to reduce concentrations of risks.  The Company also works with a wide range of outsourcers to support delivery of its services and 
products. Further information is provided in section B.7.

The Company’s operations (excluding outsourced functions) are carried out in three office locations in Dublin, Cork and Galway. This limits 
concentration risk, and it is further mitigated through the Company’s Business Continuity Plan (BCP) which ensures continuity of service in 
the event of catastrophe. The BCP includes an external site where the Company can relocate in the event that its office or computer 
systems become unusable for a period. During the current pandemic homeworking has become prevalent increasing the physical 
diversification of the Company’s operations. 

The majority of the Company’s products are sold under the ‘Aviva’ brand, enabling leverage on the strength of the brand and supporting 
delivery of the Company’s business strategy. The Company is therefore vulnerable to any operational failures that adversely impact public 
perception of the ‘Aviva’ brand.

C.5.3 Risk mitigation
Operational risks are considered by the Company to be preventable and are managed through business controls. The Company’s 
operational risk strategy is to improve its business processes to:

• Reduce operational risk and associated losses, thereby improving cost to income ratio and variability in financial performance;
• Improve customer outcomes and employee satisfaction; and
• Sustain customer confidence and a positive regulatory reputation.

The Company’s business standards set out the minimum control objectives and controls that each business area is required to operate. 
Operational risk tolerances are quantitative boundaries that constrain specific risk-taking activities at an operational level.

The Company records and analyses operational risk events to ensure remedial action is taken, lessons are learnt and, if the event impacts 
customers, they are treated fairly. This includes risk events that do not give rise to a financial loss, such as near misses or fortuitous gains. 
This assessment enables the Company to highlight areas for improvement, implement corrective actions to avoid recurrence, and improve 
its understanding of operational risk.

Outsourcing, including through intra-group contracts, is strategically and operationally important for the Company. Risks arise from the 
ineffective design or operation of oversight controls and/or the failure or non-compliance of outsource providers, therefore the Company 
has established an outsourcing subcommittee of the Executive Committee. This Committee is responsible for ensuring that an up-to-date 
register of outsourcers is maintained and that the Outsourcing Risk Management Framework operates effectively. In addition, the Company 
is putting together exit plans for outsourcing providers and disaster recovery plans in the event of IT failure. These plans would be reviewed 
at least annually. 
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The Company’s three lines of defence all monitor the effectiveness of the controls that are in place against operational risk. Further details 
of the three lines of defence are included in section B.1.1, including the specific roles and responsibilities of each line. Operational risk is 
overseen by the Operational and Conduct Risks Committee, which is a senior management committee, and the Board’s Risk and Audit 
Committees.

C.5.4 Stress and scenario testing and sensitivity analysis
Descriptions of the methods used, assumptions made and outcomes of stress and scenario testing and sensitivity analysis are provided in 
section C.7.1.
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C.6 Other Material Risks
The Company has identified other material risks which are regularly assessed and reported to management and the Board in order to 
appropriately steer risk-taking activities and to evaluate ways of mitigating or managing these risks.

Strategic Risk 

This is the risk of loss from the pursuit of an unsuccessful business plan. It might arise from making poor business decisions, from the 
substandard execution of decisions, from inadequate resource allocation, or from a failure to respond well to changes in the business 
environment. The Company does not have a separate Strategic/Planning risks policy as these are treated either as causes of other risks 
(e.g. inappropriate distribution planning could cause increased claims) or as operational risks. 

The Board is responsible for promoting the long-term success of the Company and for setting its strategy. It sets the risk appetites and 
satisfies itself that financial controls and risk management systems are robust. A strong system of governance throughout the entity aids 
effective decision-making and supports the achievement of the Company’s objectives for the benefit of policyholders and the shareholder. 
The ORSA processes are an integral part of the business strategy and are taken into account on an ongoing basis when making strategic 
decisions. Similarly, the ORCM framework acts as a key enabler of the Company’s strategic ambitions.

The Company itself was established as an Irish subsidiary of the parent company as part of Aviva plc’s ‘Brexit’ Strategy. This strategy 
transferred a subset of the general insurance business of the parent company to the Company to ensure continued legal servicing of these 
policies regardless of the outcome of the Brexit negotiations.

Emerging Risks 

Risk identification is forward-looking to allow management to take proactive action. The Company’s Top Down Risk Assessment is a 
continuous process that is designed to capture strategic and emerging risks, which includes external risks that can arise from events and 
trends that are beyond the Company’s control. The risks are recorded on a risk spectrum and monitored and discussed on a regular basis 
by senior management. Management actions in anticipation of the risks crystallising may be contingent or pre-emptive.

The Company continues to respond to relevant EU legislation, in particular General Data Protection Regulation. The Data Protection Officer 
reports to the Risk Committee on a regular basis in order to keep the most senior levels of the organisation informed of the regulation and 
the results of monitoring of compliance. The impact of Brexit on data transfer between Ireland and the UK led to an Aviva Group 
programme to amend contracts covering this data to ensure they remain legal. 

The Company recognises that it is directly impacted by the effects of climate change and that unmitigated climate-related risks present a 
systemic threat to financial stability over the coming decades. The ways the insurance sector could be impacted by climate change are 
diverse and the Company considers this risk though looking at transition, physical and litigation risk factors and opportunities.

Emerging technology is changing consumer expectations and requirements, and increasing the threat of non-traditional insurers entering 
the market. It is generally accepted that traditional insurers that are highly agile, able to execute managed risk-taking activities, quick to 
make major decisions and capable of forming strategic partnerships will be best placed to withstand any threats and to benefit from new 
opportunities. The Company will continue to monitor developments in this area with a view to i) developing insurance-based products and 
services that effectively utilise emerging technologies and ii) digitising operating models to automate operations and achieve cost 
efficiencies.

Risks emerging from the Russia-Ukraine conflict are covered in section C.7.3.

Group Risk 

There are many benefits of being part of a wider Group, but it also brings some risk. It could result in, for example, operational or financial 
dependence on other entities in the Group, the pursuit of Group-wide strategies that are inappropriate for the Company, or contagion 
within the Group, including impacts to reputation. This risk is identified and assessed through the ORSA processes, including stress testing 
of arrangements (e.g. reinsurance) with other Group companies.

Summary
Business and 
Performance

System of 
Governance

Risk
Profile

Valuation for 
Solvency Purposes

Capital 
Management

Other
Information

Aviva Insurance Ireland DAC Solvency and Financial Condition Report 2021
30



C.7 Any Other Information
C.7.1 Stress and scenario testing and sensitivity analysis 
SST is a fundamental element of the Company’s Risk Management Framework which is embedded within the Company’s decision-making, 
strategy and planning activities.  SST provides insight into key risk exposures and dependencies of the Company; considering resilience of 
potential changes to these exposures and dependencies; and anticipating a range of possible outcomes.  The evaluation of the potential 
impacts on the Company’s capital and liquidity positions enables the Company to identify and prepare for appropriate ways to mitigate 
and manage the realisation of such impacts.  

There are three main components of SST: (1) sensitivity analyses which consider single factor standalone impacts at a point in time to 
changes in economic and non-economic assumptions; (2) scenario analyses which consider impacts from specific potential events; and (3) 
the identification of plausible management actions.

The Company’s stress and scenario methodology is based on the following stages:

• Identify existing and emerging risks;
• Measure resilience to stress events and scenarios;
• Monitor the impact of the potential stress events and scenarios on actual and projected capital and liquidity positions;
• Manage the potential stress events and scenarios by setting risk appetites and defining management actions; and
• Report, as required, to the ALCO, the Board and the CBI.

C.7.1.1 Stress and scenario testing
At least annually, a broad range of Company risk specific stress and scenario tests are defined in consultation with key stakeholders to 
assess the impact of a range of potential events of differing levels of severity on the capital and liquidity positions of the Company.  The 
stress and scenario tests performed by the Company, during 2021, included adverse economic conditions, catastrophic events, reserve 
deterioration, counterparty default and operational failings.  

A range of assumptions are made in the development of potential events and the measurement of resilience to such events. These 
assumptions are defined by suitable experts and, where applicable, by the Regulators. 

The outcome of the Company’s 2021 SST serves to illustrate that the Company is resilient to a wide range of potential events and that the 
Company has a range of plausible management actions that could be executed in a timely manner, to mitigate the potential impacts from 
Company-specific or market-wide events.  

C.7.1.2 Sensitivity analysis
Management use sensitivity analyses to assess a range of single factor standalone impacts of differing levels of severity on the capital and 
liquidity positions of the Company and to ensure that the Company has a sufficient range of plausible management actions that could be 
executed in a timely manner to mitigate the potential impacts.

The SCR is the primary basis used by the Company to measure and assess its risks. The sensitivity analysis performed by the Company 
includes consideration of the sensitivity of its SCR cover ratio, determined according to the SII Regulations, to a range of economic 
assumptions.

The table below shows the absolute change in cover ratio, for each sensitivity, e.g. a 3% positive impact would result in an increase in the 
cover ratio by 3%.

Sensitivity to assumptions as at 31 December 2021 Impact on cover ratio

Economic assumptions
100bps increase in interest rates  3 %
50bps decrease in interest rates  -2 %
50bps increase in corporate bond spreads  -2 %
50bps decrease in corporate bond spreads  2 %
50bps increase in sovereign bond spreads  -2 %
50bps decrease in sovereign bond spreads  2 %
Non-economic assumptions
5% increase in gross loss ratios  -7 %

Limitations of the sensitivity analyses
The table above demonstrates the effect of a change in a key assumption while other assumptions remain unchanged whereas in reality, 
sensitivities are dynamic in nature as they will vary in quantum due to interactions with other risks and changes in values of those risks. 

Other limitations in the sensitivity analyses include:
• The economic assumptions are hypothetical market movements selected to represent the Company’s view of possible near-term market 

changes but which cannot be predicted with certainty;
• The sensitivities are non-linear, and larger or smaller impacts cannot be interpolated or extrapolated from the outcome; and 
• The sensitivities assume that all interest and inflation rates move at the same rate at all durations.

C.7.2 Prudent Person Principle
The Company ensures that its assets are invested in accordance with the Prudent Person Principle as set out in Article 132 (Directive 
2009/138/EC) through the collective application of its risk policies and business standards. These ensure that the Company invests in assets 
whose risks it can properly identify, measure, monitor, manage, control and report, and appropriately take into account in the assessment 
of its overall solvency needs having regard to the term and nature of its liabilities. The Company’s Asset Liability Management Business 
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Standard and certain provisions of the Investment Management Business Standard contain mandatory requirements to ensure that the 
Company develops its own set of key risk indicators and takes into account the risks associated with its investments without relying only on 
the risk being adequately captured by the capital requirements. Risk appetites by risk type are also set and monitored by the Company. 
Other business standards set requirements for the quality of investment assets (including setting risk limits to control the market and credit 
risk within a portfolio), matching of assets to liabilities, diversification of invested assets and use of derivatives.

C.7.3 Russia-Ukraine conflict

The Company is actively monitoring the impact of the ongoing conflict between Russia and Ukraine. The Company does not conduct 
operations in the affected region, and does not have material direct underwriting exposure or investment holdings there. The Company 
may experience adverse impacts from the wider financial and economic implications of this period of geopolitical uncertainty including on 
the value of its financial investments as well as on inflation, gross domestic product in Ireland and the UK, cyber risks and energy security, 
which are difficult to predict at this stage. A management action plan is in place to respond should any of these scenarios arise.

Capital management

The capital position of the Company is monitored on an ongoing basis and the Company continues to maintain strong solvency levels and 
expects to continue to meet its solvency capital requirements. Aviva’s Financial Event Response Plan (‘FERP’) provides an operational 
framework that enables senior management to respond quickly, in the event any deterioration in the conflict results in elevated financial 
market stress. The sensitivity of the Company’s capital position to changes in economic assumptions and non-economic assumptions such 
as expense inflation is disclosed in section C.7.1.

Market & Credit risk

The Company does not have material underwriting exposure or investment holdings in Russia, Ukraine and Belarus, however there is 
potential negative impact from credit downgrades and counterparty defaults, if inflation persists and the economy stagnates. 

General insurance risk

The Company's general insurance businesses, including specifically its Global Corporate & Specialty business, does not have material 
underwriting exposure to Russia and the Ukraine. All commercial underwriting lines with exposures above €1 million have been reviewed 
and all have clear war exclusions. While heightened claims inflation as a result of the conflict will weigh adversely on profitability, this can 
be mitigated via new business pricing actions, albeit dependent on market, competitor and customer behaviour. 

Operational risk

The Russia-Ukraine conflict has heightened the risk of cyber security attacks on the Company or its suppliers, in particular via denial of 
service attacks. Although to date no serious cyber security incidents have been reported, the Company has strengthened its perimeter 
controls. The Company has engaged with its suppliers to ensure they have put in place all reasonable measures to ensure that services to 
the Company remain unaffected.

The Company has in place systems and controls to ensure it does not provide financial services and/or funds to individuals or connected 
companies subject to sanctions arising from the Russia-Ukraine conflict, and that for any client relationships existing before the imposition 
of sanctions assets are frozen and policies cancelled.
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D. Valuation for Solvency Purposes
The ‘Valuation for Solvency Purposes’ section of the report provides a description of the bases, methods and main assumptions used in the 
valuation of assets, technical provisions and other liabilities for each material asset and liability class. 

The Company’s IFRS balance sheet is presented in column (b) of the following table, in accordance with the classification of assets and 
liabilities used in its financial statements. The captions used in the table are from the balance sheet QRT S.02.01, rather than the financial 
statements. The references given in column (a) are to relevant accounting policies and notes provided in the financial statements.

A number of reclassifications, required to align the Company’s IFRS balance sheet as shown in its financial statements, to the classifications 
required for the prescribed format of the SII balance sheet QRT, are given in column (c). The most significant reclassifications are:
• Under the SII Regulations cash flows relating to reinsurance premiums are included within Reinsurance Recoverables, and cash flows 

relating to premiums and policyholder tax are included within Technical Provisions.  In the IFRS balance sheet these amounts are 
included within reinsurance payables, insurance and intermediaries receivables and other liabilities respectively.

• Amounts receivable from, and payable to, Group companies under IFRS, are reclassified within the SII balance sheet to the relevant 
underlying nature of the balance.  

• Investments, including cash equivalents, are reclassified under SII.  They also include accrued investment income which is classified 
within prepayments and accrued income under IFRS.

The Company’s assets and liabilities, as valued under IFRS and reclassified in line with SII Regulations, are shown in column (d). The 
Company's SII balance sheet is summarised in column (e) and detailed in the balance sheet QRT S.02.01 included in Appendix F.1.1. 
Differences between the valuation of the Company’s assets and liabilities under SII and IFRS are presented in column (f).

Where the valuation of assets and liabilities is the same under IFRS and SII, a description of the bases, methods and main assumptions can 
be found in the accounting policies and notes of the Company’s financial statements. If the valuation is materially different, a description of 
the bases, methods and main assumptions used under SII is given in Sections D.1, D.2.1 and D.3 below.  Where alternative methods of 
valuation have been used these are detailed in Section D.4. 

Assets and other liabilities have been valued, according to the requirements of the SII Regulations, at the amount for which they could be 
exchanged between knowledgeable willing parties in an arm’s length transaction. The value of other liabilities is not adjusted to take 
account of the impact of changes in own credit standing of the Company.

The Company applied the following hierarchy of valuation approaches: 
1. Quoted market prices in active markets for the same assets or liabilities;
2. Quoted market prices in active markets for similar assets and liabilities (with adjustments to reflect differences where necessary); 
3. Alternative methods of valuation.

The Company considers markets to be active where transactions take place with sufficient frequency and volume for pricing information to 
be available on an ongoing basis. Where the Company has concluded that markets are not active, alternative methods for valuation are 
used. The assets classified as Level 1 and Level 2 under IFRS 13, are deemed as market consistent under SII. The assets classified as Level 3, 
for which there is no active market, are considered to use alternative valuation methods under SII.

Balance Sheet – IFRS and SII

As at 31 December 2021 €m

Note in financial 
statements

IFRS balance sheet 
classified according 

to financial 
statements

Reclassification of 
IFRS balances to SII 

balance sheet 
categories

Reclassified IFRS 
balance sheet SII balance sheet

Valuation differences 
between SII and IFRS

(a) (b) (c)
(d)

 =(b)+(c)) (e)
(f)

=(e)-(d)

Goodwill K & 9  110  —  110  —  (110) 
Deferred acquisition costs S & 14  47  —  47  —  (47) 
Deferred tax assets W & 20  —  —  —  1  1 
Property (own use) U & 10  12  —  12  12  — 
Financial investments
Bonds N & 12  277  3  280  280  — 
Collective investment undertakings N & 12  —  98  98  98  — 
Derivatives Q & 29  2  (1)  1  1  — 
Deposits other than cash equivalents  —  3  3  3  — 
Reinsurance recoverables J & 19  1,117  —  1,117  990  (127) 
Receivables

Insurance and intermediaries O & 13  76  (74)  2  2  — 
Reinsurance O & 13  2  5  7  7  — 
Trade, not insurance  —  75  75  75  — 

Current tax assets W & 20  1  (1)  —  —  — 
Cash and cash equivalents T & 26  109  (101)  8  8  — 
Other assets  28  (14)  14  14  — 
Assets  1,781  (7)  1,774  1,491  (283) 
Technical provisions I & 18  (1,292)  64  (1,228)  (1,099)  129 
Other provisions V  —  (6)  (6)  (6)  — 
Payables and other financial liabilities

Derivatives Q & 29  —  (2)  (2)  (2)  — 
Debts owed to credit institutions P & 23  —  —  —  —  — 
Financial liabilities other than debts owed to credit 

institutions  —  —  —  —  — 
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Insurance and intermediaries payable P & 23  —  —  —  —  — 
Reinsurance payables P & 23  (17)  (46)  (63)  (63)  — 

Payables (trade, not insurance) P & 23  (72)  (12)  (84)  (84)  — 

Other payables P & 23  (6)  6  —  —  — 
Amounts due to Group companies P & 23  —  —  —  —  — 

Other liabilities 24  (82)  3  (79)  (40)  39 
Liabilities  (1,469)  7  (1,462)  (1,294)  168 

Excess of assets over liabilities  312  —  312  197  (115) 

Accounting Policy D – ‘Fair value measurement’ and Note 11 – ‘Fair value methodology’ in the Company’s financial statements, provide 
additional information on the fair value of property (other than for own use), financial investments and receivables.
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D.1 Assets
Assets have been valued according to the requirements of the SII Directive and related guidance; the basis of the SII valuation principle is 
the amount for which they could be exchanged between knowledgeable willing parties in an arm’s length transaction.  A description of the 
basis of valuation under SII along with valuation differences between the SII bases and the IFRS financial statements, by asset class, is 
provided below; if the valuation method has been described in the financial statements or is an alternative method of valuation detailed in 
Section D.4, it has not been included in this section.

D.1.1 Goodwill
Goodwill is valued at €nil under SII. The goodwill recognised in the IFRS balance sheet represents the excess of the cost of an acquisition 
over the fair value of the share of the net assets of the acquired business at the date of acquisition by the parent company.  This was 
subsequently transferred to the Company in 2019.  

D.1.2 Deferred acquisition costs 
Deferred acquisition costs are recognised under IFRS reporting and deferred to the extent they are expected to be recoverable out of future 
margins in revenues on those contracts.  Under SII these are not recognised and are therefore valued at €nil in the SII balance sheet. The 
associated cash flows are included in the valuation of SII Technical Provisions.

D.1.3 Deferred tax assets and liabilities
Deferred tax is determined on a non-discounted basis in accordance with International Accounting Standard (IAS) 12, principles on 
temporary differences between the economic value of assets or liabilities on the SII balance sheet and their tax base.

Assets are recognised to the extent that it is probable that future taxable profits will be available against which they can be utilised. Future 
taxable profits include taxable liabilities and profits arising from new business.  The release of the Risk Margin is not considered to be a 
source of future profits.  Assets are recognised separately to the extent they cannot be offset against corresponding deferred tax liabilities.

D.1.4 Property, plant and equipment (own use) 
Under IFRS 16, lessees are required to recognise lease assets and liabilities on the statement of financial position for all leases, with the 
exception of short-term and low-value leases. Where the Company is the lessee, a lease liability equal to the present value of outstanding 
lease payments and a corresponding right-of-use asset equal to cost are initially recognised. The right-of-use asset is subsequently 
measured at amortised cost and depreciated on a straight-line basis over the length of the lease term. Depreciation on lease assets and 
interest on lease liabilities is recognised in the income statement. 

Under SII, the leased asset is held at fair value which is deemed to be equal to the related lease liability for unimpaired assets and equal to 
the IFRS asset value for impaired assets.

D.1.5 Financial investments
All financial investments, primarily consisting of debt securities and unit trusts, are measured at fair value for both SII and IFRS purposes. 
Fair value is obtained from quoted market prices or, if these are not available, by using relevant valuation techniques. 

Bonds and exchange traded derivatives in the IFRS financial statements are fair valued using quoted market prices. This methodology is 
consistent with SII. 

Collective investment undertakings are carried at fair value using quoted unit prices which is consistent with SII. The SII valuation of 
deposits other than cash equivalents is in line with the IFRS treatment.

D.1.6 Reinsurance recoverables 
Reinsurance recoverables are calculated as the probability-weighted average of discounted future cash flows relating to reinsurance 
contracts, adjusted for the expected losses due to counterparty default.  Although established separately, reinsurance recoverables are 
valued on the same basis and using the same methodology and assumptions used to derive Technical Provisions - Best Estimate Liabilities, 
as described in Section D.2, subject to the following:

• Internal expenses are only allowed if they are recoverable under the reinsurance agreement;
• Where the timing of recoveries diverges from that for payments a separate projection is used;
• Allowance for risk of default depends on the credit rating and exposure to the reinsurance counterparty; and
• Reinsurance assets take into account reinsurance commissions.

Reinsurance recoverables, consistent with the calculation of Technical Provisions - Best Estimate Liabilities, includes expected recoveries 
from pre-inception contracts where they occur within the premium or claims provisions.

Cash flows relating to future reinsurance arrangements comprise both expected recoveries and expected reinsurance premium payments.  
This means reinsurance contracts which are expected to be written are taken into account and thus assumptions in relation to the likely 
future reinsurance purchasing decisions are required.

The material differences between the SII and IFRS valuation bases for reinsurance recoveries are as follows:

• Only reinsurance cash flows relating to long tailed claims reserves are discounted under IFRS whereas all reinsurance cash flows are 
discounted under SII;

• The unearned reinsurance premium reserve established under IFRS is replaced with a best estimate reinsurance premium provision.  This 
is offset by the release of deferred reinsurance commissions from other liabilities (see section D.3.2); and

• The SII valuation includes the additional reinsurance premium that is expected to be paid for reinsurance to cover business incepted at 
the valuation date.  This is not accounted for under IFRS.
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The Company does not have any Special Purpose Vehicles.

D.1.7 Assets arising from leasing arrangements
The Company’s property leases are detailed in section A.4.2.  The asset arising from these leases is detailed in section D.1.4.

D.1.8 Changes made to recognition and valuation bases and estimations during the reporting period 
No material changes were made to the bases used to recognise and value assets, or to their estimations, during the reporting period.
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D.2 Technical Provisions 
This section provides a definition of SII Technical Provisions, the methodology and main assumptions used in the valuation of the SII 
Technical Provisions, the total value of SII Technical Provisions split by material lines of business, a comparison of the valuation of SII 
Technical Provisions with IFRS Technical Provisions and a description of the level of uncertainty in Technical Provisions. 

D.2.1 Valuation of Technical Provisions 
Technical provisions which comprise Best Estimate Liabilities and a Risk Margin are summarised in the table below.  They are also detailed 
in the QRT S.17.01 (Non-life Technical Provisions) see Appendix F.1.3.

As at 31 December 2021 €m
Best Estimate 

Liabilities Risk Margin
Technical 

Provisions

Motor vehicle liability  498  4  502 
Other motor insurance  16  —  16 
Fire and property damage  160  5  165 
General liability insurance  399  4  403 
Other lines of business  3  —  3 
Total Non-life (excluding health)  1,076  13  1,089 
Health (similar to non-life) insurance obligations  10  —  10 
Total  1,086  13  1,099 

D.2.1.1 Non-life and health (similar to non-life) Best Estimate Liabilities
The following general principles apply to the valuation of Best Estimate Liabilities for non-life and health (similar to non-life) business:

• A Best Estimate is one that represents the expected result from the range of possible outcomes for the future;
• A consistent approach has been applied across all non-life and health (similar to non-life) business;
• The calculation of Technical Provisions is performed on a going concern basis.  This means that it can be assumed that contracts run to 

their conclusion and the management costs of servicing the run-off of all claims in respect of this is included as part of the technical 
provisions.

The Company’s Best Estimate Liabilities are valued based on the present value of future cash flows discounted using relevant risk-free 
interest rates adjusted for the EIOPA prescribed credit risk adjustment at the valuation date.   The cash flows that are considered when 
calculating the Best Estimate Liabilities derive from:

• In-force and expired contracts;
• Contracts that have not yet incepted but that the Company has an obligation to enter into at the valuation date (pre-inception contracts); 

and
• Future expected cancellations or endorsements by the policyholder.

Best Estimate Liabilities comprise a claims provision and a premium provision.  The claims provision includes cash flows relating to events 
that occurred before the valuation date, whether reported or not.  The cash flows include unreceived premiums, net claims costs and 
expenses.  The premium provision includes cash flows relating to future claim events that have not yet occurred, but that are covered by 
existing contracts and legally binding pre-inception contracts.  The cash flows include premiums, net claims and expenses, in respect of 
future claim events.  Where future premium cash flows are expected to exceed projected future claim and expense cash flows, the premium 
provision is negative.

When modelling these cash flows the inflows are considered separately from the outflows.  Claims costs take into account recoveries from 
salvage and subrogation and the full management cost of servicing the provisions.

Claims costs
The ultimate cost of outstanding claims is estimated using a range of standard actuarial claims projection techniques.  The main 
assumption underlying these techniques is that the Company’s past claims experience can be used as a basis to project future claims.  
Therefore, these methods extrapolate the development of paid and incurred losses, average costs per claim and claim numbers based on 
the observed development of earlier years.  The estimation of ultimate claims costs is done at the level of homogeneous risk groups.  These 
groups are mapped to SII lines of business.

Certain lines of business are also further analysed by claim type or type of coverage.  For example, latent claims require specialist 
techniques appropriate for the nature of the underlying liabilities.  Given the long delay between writing the insurance policy and the claim 
arising, the techniques used for latent claims typically group claims data by the year claims are reported and project the future number and 
average cost of claims for homogeneous latent claim types based on a combination of own Company experience and industry-wide data.  

Qualitative judgement is used to reflect changes in external factors such as public attitudes to claiming, economic conditions, levels of 
claims inflation, judicial decisions and legislation, as well as internal factors such as portfolio mix, policy conditions and claims handling 
procedures.

Premium provisions
Premium provisions are estimated by selecting an exposure measure and using that to establish the unearned and pre-inception exposure. 
Claims cost projections are set for each future period using trends in historic claims data adjusted for known anomalies in the data that are 
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not expected to be repeated in the future, changes in mix and volume of business and to allow for the impact of projected claims inflation. 
These cost projections are then applied to the predicted exposure to determine the cash flows.

Expenses
Expenses are adjusted for expense and claims inflation and allocated between the claims and premium provisions.  They are analysed by 
homogeneous risk group or at a minimum by SII line of business.  Future administrative costs and commission payments (in respect of 
unincepted business) are projected using best estimate expense forecasts.  Investment expenses are modelled as a percentage of 
Technical Provisions.  Future unallocated loss adjustment expense provisions are set in relation to expected claims levels. 

Events Not in Data (ENID)
ENID are events not deemed to be captured by the data which need to be separately allowed for within the best estimate calculations to 
take appropriate account of uncertainty. Two types of ENID are considered: “known unknowns”, which are possible future scenarios that 
can be anticipated and “unknown unknowns”, which are future scenarios that are completely unexpected. No allowance is made for 
“unknown unknowns” as by definition, they cannot be known or quantified. 

Allowances for “known unknowns” are made using scenario analysis to cover any foreseeable event with a potentially material impact.  A 
core list of events is specified which are considered as the starting point for the analysis. ENID are considered both at SII lines of business 
level, and at portfolio level with allocations to SII lines of business, depending on the scenario being considered.

Discounting
All cash flows are discounted using the appropriate SII yield curve in the relevant currency. The yield curve is based on the risk free rate at 
the valuation date and is adjusted for the EIOPA prescribed credit risk adjustment and Volatility Adjustment. Payments are assumed to 
occur either mid-month or mid-year. Cash flows are modelled in monthly time intervals for the first 10 years and annually thereafter.

Future management actions
There are no future management actions assumed in the calculation of the Company’s gross of reinsurance Best Estimate Liabilities as at 
31 December 2021.

D.2.1.2 Risk Margin
The Risk Margin is an estimate of the amount, in addition to the Best Estimate Liability, that a third party would expect to receive in order to 
assume ownership of the Company’s insurance obligations.  The Risk Margin is calculated using a cost of capital approach.  The calculation 
of the Risk Margin is defined as the present value of the cost of capital applied to the SCR in respect of non-hedgeable risks in each future 
year.

The cost of capital rate is the cost in excess of the risk-free rate, to the third party taking over the liabilities, of raising and holding capital to 
support the non-hedgeable risks over the lifetime of the business.  The same cost of capital rate is used for all insurance companies and is 
prescribed by EIOPA at 6% per annum.

Discount rate
The rate used to discount the projected non-hedgeable SCR is the basic risk-free rate (including credit risk adjustment), with no allowance 
for volatility or matching adjustments, where applicable.

Non-hedgeable risk

The SCR in the Risk Margin calculation takes the following risks into account:

• Underwriting risks (non-life);
• Counterparty default risk with respect to reinsurance contracts; and
• Operational risk.

Note that all market risks in respect of investment assets are considered hedgeable.  

While reinsurance credit risk, and some underwriting risks, may be hedgeable in practice using credit default swaps etc., the risk margin 
calculation assumes that these risks are not hedged after the business is transferred to the third party.

Projection of the non-hedgeable risk SCR
The non-hedgeable SCR which underpins the Risk Margin is projected in line with the technical provision cashflows as a percentage of 
those technical provisions but reflecting the reduced diversification in the SCR in the future. 

Loss absorbing capacity
The loss absorbing capacity of Technical Provisions assumed in the projection of the non-hedgeable risk SCR is consistent with the loss 
absorbing capacity of Technical Provisions assumed in the calculation of the SCR.  No allowance for the loss absorbency of deferred taxes 
is included in the Risk Margin.

Allocation of the Risk Margin to SII line of business
The Risk Margin is allocated across lines of business based on the time zero non-hedgeable SCR.
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D.2.1.3 Simplifications
Best Estimate Liabilities

In some areas of the calculation of the SII Best Estimate Liabilities, simplified methods have been used.  The simplifications used have been 
assessed and have no material impact on the value of SII Best Estimate Liabilities.  Where simplified methods are used, these are 
documented and justified in the Company’s reserving reports and documentation.  The main simplifications within the calculation of SII 
Best Estimate Liabilities are:

• The majority of the Company’s Best Estimate Liabilities are in Euro.  As part of the calculation of Technical Provisions, the Company 
segments any material exposure to Sterling (GBP) and Euro (EUR) currencies.  On materiality grounds, exposure to currencies outside of 
sterling and EUR are not separately segmented and are instead converted to Euro at prevailing exchange rates.

• The Company’s Best Estimate Liabilities include a provision in relation to ENID.  For the purposes of discounting cashflows, it is assumed 
that ENID have the same cashflow profile as other claims.

• Cashflows are modelled in monthly time intervals for the first 10 years and annually thereafter.  For the purposes of discounting, all 
payments are assumed to occur mid-month or mid-year as dictated by the time intervals used.

• When calculating provisions for potential reinsurer default, reinsurance assets are grouped by reinsurer counterparty credit rating and 
within each credit rating the same probabilities of default are assumed.

• Gross premium debtors are split by class of business and payment date based on the split of written premium.
• The volume of Legally Obliged Unincepted business has been estimated based on a proportion of January’s planned written premium for 

most classes of business.  For corporate and speciality type business, the volume has been estimated individually for each class in 
conjunction with the Group’s underwriting teams to allow for business accepted under long-term agreements.

D.2.1.5 Material changes in the relevant assumptions compared to the previous reporting period 
No material changes have been made to the bases, methods and assumptions used to value assets or other liabilities during the year.   In 
valuing technical provisions, the case and IBNR reserving methodologies and assumptions were revised following the implementation of 
the personal injury guidelines.

D.2.2 Level of uncertainty
In conducting its insurance business, the Company receives general insurance property damage and liability claims and may become 
involved in actual or threatened litigation arising from these claims.  The actual cost of settling insurance obligations may differ from the 
best estimate liabilities because experience may be better or worse than assumed or future claims inflation may differ from that expected. 
There are a number of potential developments that would have a material adverse impact on the best estimate liabilities value including:

• Catastrophic weather events;
• New types of latent claims.  Given the significant delays that are experienced in the notification of these claims, the potential number of 

incidents which they cover, and the uncertainties associated with establishing liability, the ultimate cost cannot be determined with 
certainty.  Gross of reinsurance the level of uncertainty within the technical provisions for latent claims is high.  The Company has 
extensive reinsurance in place against these claims so net of reinsurance the level of uncertainty is reduced.

• Unanticipated legislative changes;
• Unanticipated inflation.

The level of uncertainty has increased over the course of 2021 as new information and developments have added to the specific 
uncertainties identifies at the end of 2020.  Developments that could have a material impact on the best estimate liabilities value include:

• The implementation of the Personal Injury Guidelines in May 2021 which have caused disruptions to claims development patterns and 
increased the threat of legal challenges

• The onset of a more inflationary environment late in 2021 caused by the disruption in supply chains and resources due to the combined 
impacts of Brexit, COVID-19 and latterly the conflict in Ukraine

• The changed profile of the business written by the Company, including a heavier weighting in commercial lines and UK Branch business 
and the reduction in personal lines business

• For large injury claims, the potential for a change in the discount rate used to set lump sum awards. 
• The continued uncertainty from evolving strains of the COVID-19 virus which may introduce some variability around the frequency and 

severity of claims for multiple lines of business.
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D.2.3 Material differences between the SII and IFRS valuation bases
The following table summarises gross of reinsurance SII Technical Provisions by material line of business and compares these to IFRS 
reclassified Technical Provisions. The information contained in this table is an extract from the SII Balance Sheet QRT S.02.01, presented in 
Appendix F.1.1.

Technical Provisions as at 31 December 2021 €m
Best Estimate 

Liabilities Risk Margin
Technical 

Provisions

IFRS reclassified 
Technical 

Provisions

Difference between 
SII and IFRS 
reclassified 

Technical 
Provisions

Non-life insurance obligations  1,076  13  1,089  1,223  (134) 
– Motor vehicle liability  498  4  502  531  (29) 
– Other motor insurance  16  —  16  31  (15) 
– Fire and property damage  160  5  165  216  (51) 
– General liability insurance  399  4  403  422  (19) 
– Other  3  —  3  23  (20) 

Health (similar to non-life) insurance obligations  10  —  10  5  5 
Total  1,086  13  1,099  1,228  (129) 

On materiality grounds the Other Non-life row of this table groups together a number of the smaller non-life lines of business.

The material differences between the SII and IFRS valuation bases are summarised below:

• SII Technical Provisions include the Risk Margin, which is not included within IFRS Provisions, and which increases SII Technical 
Provisions compared to IFRS Provisions.  This impacts on all lines of business, but has the greatest impact on the Motor Vehicle Liability 
and General Liability insurance lines of business;

• An explicit margin for uncertainty is included within IFRS Provisions but removed under SII.  This impacts all lines of business and reduces 
SII Technical Provisions compared to IFRS Provisions;

• Only long-tailed claims reserves (predominantly latent claims within General Liability insurance) are discounted within IFRS Provisions, 
whereas all cash flows are discounted under SII.  This difference affects all lines of business, but with the most material impact on the 
Motor Vehicle Liability and General Liability insurance lines of business given these classes typically contain longer duration cash flows 
which see relatively larger impacts from discounting under SII.  Currently, since the Euro discount rate is so low the difference is small.

• The rate used to discount cash flows for latent claims within IFRS provisions is lower than that used under SII, which reduces SII Technical 
Provisions compared to IFRS provisions.  This impacts the General Liability insurance line of business;

• The unearned premium reserve established under IFRS for all Non-life lines of business is replaced with a Best Estimate premium 
provision which incorporates the expected cost of claims and expenses on the unearned periods of exposure.  This typically leads to a 
lower premium provision under SII than the equivalent unearned premium reserves under IFRS.  This difference impacts all non-life lines 
of business.

• Under SII, provisions are established for Legally Obliged Unincepted Business, whereas these provisions are not included within the IFRS 
valuation basis.  This difference impacts all Non-life lines of business.  This will reduce SII Technical Provisions compared to IFRS 
Provisions.

D.2.4 Other reliefs
No transitional provisions have been applied in the calculation of SII Technical Provisions.  The Company does not use volatility or 
matching adjustments.
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D.3 Other Liabilities
Other liabilities have been valued according to the requirements of the SII Directive and related guidance; the basis of the SII valuation 
principle is the amount for which they could be exchanged between knowledgeable willing parties in an arm’s length transaction. A 
description of the basis of valuation under SII along with valuation differences between the SII bases and the IFRS financial statements, by 
material class, is provided below; if the valuation method has been described in the financial statements or is an alternative method of 
valuation detailed in Section D.4, it has not been included in this section.

The Company’s financial statements provide information about contingent liabilities and other risk factors in note 25. The Company has no 
additional material contingent liabilities to recognise under SII.

D.3.1 Payables and other financial liabilities
Payables and other financial liabilities are recognised initially at their fair value and are subsequently measured at amortised cost using the 
effective interest rate method, under IFRS. There are no material differences between the IFRS value and fair value under SII.

D.3.2 Other liabilities
Reinsurers’ share of deferred acquisition costs of €41m, included within other liabilities under IFRS, is not recognised and therefore valued 
at €nil in the SII Balance Sheet.  

Material differences in the valuation of Technical Provisions are explained in Section D.2.3.  

There are no other material differences between the IFRS and SII valuation bases.

D.3.3 Assumptions, judgements and uncertainty
No material assumptions or judgements were applied to, nor is any material uncertainty associated with, the recognition and valuation of 
other liabilities.

D.3.4 Changes made to recognition and valuation bases and estimations during the reporting period 
No material changes were made to the bases used to recognise and value other liabilities, or to their estimations, during the reporting 
period.
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D.4 Alternative Methods of Valuation
The majority of the Company’s assets and other liabilities are valued using quoted market information or observable market data. 
Maximum use has been made of market observable inputs when alternative methods of valuation have been adopted. The material assets 
and other liabilities, disclosed in the Balance Sheet QRT in Appendix F.1.1, that have alternative methods of valuation methods applied are 
as follows:

Property (own use)
Property held for own use includes leased assets that are measured at amortised cost and depreciated on a straight-line basis over the 
length of the lease term. Under SII, the leased asset is held at fair value, which is deemed to be equal to the related lease liability for 
unimpaired assets and equal to the IFRS value for impaired assets.  The lease liability is equal to the minimum lease payments, consisting 
of future expected cashflows discounted using the interest rate implicit in the lease.  This approach means that the uncertainty relating to 
the valuation of property (other than own use) net of lease liabilities is immaterial. 

Derivatives
Derivative assets and liabilities, with SII values of €1m and €2m respectively, are stated at fair value under IFRS and SII but include accrued 
income under SII.  This is classified separately under IFRS.  The majority of derivatives are over-the-counter derivatives and are valued by 
the broker based on an income approach using either discounted cash flow models or option pricing models and applying market 
observable inputs.  The valuations are validated against counterparty statements.  The absolute valuation uncertainty associated with 
derivatives is immaterial.

Adequacy of valuation compared to experience
The Company operates independent price verification (IPV) controls across all assets. For asset types where a secondary source is available 
(such as over-the-counter derivatives), this involves comparing the primary valuation to a secondary independent source, investigating 
material differences and making a valuation adjustment where appropriate. 
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D.5 Any Other Information
D.5.1 Any Other Information
On 1 January 2022, the retrospective (both expired and in force business) quota share reinsurance arrangement with AIL, by which AIL 
provides proportional reinsurance to the Company relating to Ireland general insurance risks, was reduced from 85% to 70%.

The Company has no other material information to disclose. 
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E. Capital Management
The ‘Capital Management’ section of the report describes the objectives, policies and procedures employed by the Company for managing 
its Own Funds. The section also covers information on structure and quality of Own Funds and calculation of SCR.

E.1 Own Funds
E.1.1 Management of Own Funds 
The Company’s capital and risk management objectives are closely interlinked and support earnings growth and dividend policy, whilst 
also recognising the critical importance of protecting policyholder and other stakeholder interests. The Company’s primary objective of 
managing capital efficiently is to optimise the balance between return and risk, whilst maintaining economic and regulatory capital surplus 
in accordance with approved risk appetites.

In managing its Own Funds the Company also seeks to:
• Match the profile of its assets and liabilities, taking account of the risks inherent in the business;
• Maintain sufficient, but not excessive, financial strength to support new business growth and satisfy the requirements of its policyholders 

and its regulator, the CBI;
• Retain financial flexibility by maintaining sufficient liquidity; and
• Allocate capital efficiently, applying it to support value-adding growth and repatriating excess capital to its shareholder through 

dividends.

There have been no material changes in the objectives or policies employed for managing Own Funds during the year.  

Own Funds are monitored via forecasts over a three year planning horizon. SST are used to enable the Company to understand the 
volatility of its earnings and capital requirement, and therefore manage its capital more efficiently.

E.1.2 Eligible Own Funds
An analysis of the Company’s Own Funds by tier is presented in the Own Funds QRT S.23.01.01, (see Appendix F.1.5), and summarised 
below.

Own Funds
€m Total

Tier 1
(unrestricted) Tier 2 Tier 3 Total

Tier 1
(unrestricted) Tier 2 Tier 3

As at 31 December 2021 2021 2021 2021 2020 2020 2020 2020

Ordinary share capital  116  116  —  —  30  30  —  — 
Reconciliation reserve  (108)  (108)  —  —  (108)  (108)  —  — 
Capital contribution reserve  188  188  —  —  188  188  —  — 
Deferred tax asset  1  —  —  1  —  —  —  — 
Total Basic Own Funds  197  196  —  1  110  110  —  — 

Tiering analysis
The Company’s ordinary share capital, capital contribution reserve and reconciliation reserve are all available to absorb losses and have 
the Tier 1 features of permanence and subordination.  As the Company’s Articles of Association do not contain any restriction on the right 
of the Company to cancel dividends or other distributions at any time before they are paid, the Company’s ordinary share capital is 
classified as unrestricted Tier 1. 

Significant changes in Own Funds during the year
The Company's share capital has increased by €86m in the year.  

On 16 February, the Company allotted and issued an additional 7,650,000 Ordinary Shares of €1.00 each to AIL for the consideration of 
€7.65 million.  On 16 December, the Company allotted and issued an additional 78,600,000 Ordinary Shares of €1.00 each to AIL for the 
consideration of €78.6 million bringing their total shareholdings in the Company to 116,250,000 Ordinary Shares of €1.00 each. This was 
done in order to enable the reduction in quota share reinsurance arrangement described in note A.5.1.

No other significant changes in Own Funds have occurred in the year. 

Reconciliation reserve
The Company’s capital comprises ordinary share capital, capital reserves and retained earnings. Capital reserves and retained earnings are 
not separately disclosed in Own Funds. They are notionally included in the reconciliation reserve, which reconciles the total excess of 
assets over liabilities with identifiable capital instruments included in Own Funds. 

The table below sets out the constituent parts of the reconciliation reserve:

€m €m
As at 31 December 2021 2020

SII excess of assets over liabilities  197  110 
Ordinary share capital  (116)  (30) 
Capital contribution reserve  (188)  (188) 
An amount equal to net deferred tax assets  (1)  — 
Reconciliation reserve  (108)  (108) 
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Eligibility of tiered capital
The eligibility of tiered capital, to cover the SCR and MCR depends upon the tiering shown above and a number of quantitative limits.  The 
Company’s Own Funds satisfy all limits applicable to the SCR and therefore the eligibility of the Company’s capital to cover the SCR is 
unrestricted.

At least 80% of the MCR must be covered by Tier 1 capital and Tier 3 capital is not eligible to cover the MCR at all.  As a result eligible funds 
to meet the MCR can be restricted, as shown in the table below.  

€m €m
As at 31 December 2021 2020

Total eligible Own Funds to meet the SCR  197  110 
Total eligible Own Funds to meet the MCR  197  110 

The ratio of eligible Own Funds to the SCR and the MCR is detailed below.

As at 31 December 2021 2020

Ratio of eligible Own Funds to the SCR  253 %  150 %
Ratio of eligible Own Funds to the MCR  1008 %  600 %

E.1.3 Material differences between equity on an IFRS basis and Own Funds 
The Company’s Own Funds are equal to the excess of assets over liabilities on a SII basis as set out in the following table.  

€m €m

As at 31 December 2021 2020

Excess of assets over liabilities on a SII basis  197  110 
Own Funds  197  110 

The Company’s excess of assets over liabilities on a SII basis was €115m less than its total equity on an IFRS basis.  The following table 
details the material differences between the excess of assets over liabilities on a SII basis and total equity on an IFRS basis.

As at 31 December 2021 €m €m See Section

Total equity on an IFRS basis  312 
Elimination of goodwill  (110) D.1.1
Elimination of deferred acquisition costs  (47) D.1.2
Valuation adjustments to reinsurance recoverables  (127) D.1.6
Valuation adjustments to Technical Provisions  129 D.2.3
Valuation adjustments to other liabilities  39 D.3.2
Net deferred tax adjustments  1 D.1.3

 (115) 
Excess of assets over liabilities on a SII basis  197 

E.1.4 Transitional arrangements and restrictions
The Company’s Own Funds are unrestricted and fully transferable. 
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E.2 Solvency Capital Requirement and Minimum Capital Requirement
E.2.1 The amount of the SCR and MCR
The Company’s SCR as at 31 December 2021 was €78m (2020: €74m). This is shown in the SCR QRT, S.25.01, see Appendix F.1.7.

The Company’s MCR as at 31 December 2021 was €20m (2020: €18m). This is shown on the MCR QRT, S.28.01, see Appendix F.1.8.  

The final amount of the SCR is subject to supervisory assessment and does not include any regulator-imposed capital add-ons.

E.2.2 The composition of the SCR
The Company determines its SCR using a SF approach.  Material risk modules are shown below.  Further detail is shown in the SCR QRT 
S.25.01, see Appendix F.1.6.  

Diversified SCR by material risk category (per the SCR QRT) €m €m
As at 31 December 2021 2020

Market risk  2  2 
Non-life underwriting risk  43  43 
Operational risk  18  17 
Counterparty risk  25  21 
Other  —  — 
Diversification between risk categories  (10)  (9) 

Total SCR  78  74 

Each risk module includes the impact of diversification within that module.  The diversification benefit presented in the table above of 
€10m therefore only includes the benefit of diversification between risk modules.

Non-life underwriting risk remains the largest component of the SCR, mainly driven by premium and reserve risk. Counterparty risk also 
contributed significantly to the SCR, reflecting external reinsurance and the quota share reinsurance arrangement with the parent 
company. The other material component of the SCR was Operational Risk, which is based on 30% of the Basic SCR as defined under SF 
regulations.  

E.2.3 Simplifications, undertaking specific parameters and matching adjustment
The Company has not used any simplified calculations, undertaking specific parameters or a matching adjustment in the calculation of its 
SCR.  

E.2.4 MCR calculation 
The Company’s MCR is calculated by applying prescribed factors to its written premium and its net Best Estimate Liabilities. The MCR is 
subject to two further constraints: it must lie in the range of 25% to 45% of the Company’s SCR; and it cannot be less than an absolute 
minimum of €3.7m. The MCR was €20m equivalent to the lower bound of 25% of SCR.
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E.3 Use of the duration-based equity risk sub-module in the calculation of the Solvency Capital 
Requirement
The Company does not use the duration-based equity risk sub-module in the calculation of the Company’s SCR.
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E.4 Differences between the Standard Formula and any Internal Model used
The company uses the standard formula to calculate its SCR.

E.5 Non-Compliance with the Minimum Capital Requirement and Non-Compliance with the Solvency 
Capital Requirement
The Company has complied continuously with both the MCR and the SCR throughout the reporting period.

E.6 Any Other Information
E.6.1 Any Other Information
On 1 January 2022, the retrospective (both expired and in force business) quota share reinsurance arrangement with AIL, by which AIL 
provides proportional reinsurance to the Company relating to Ireland general insurance risks, was reduced from 85% to 70%.

The Company has no other material information to disclose. 
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F.0 Cautionary Statement
This announcement contains, and we may make other verbal or written ‘forward-looking statements’ with respect to certain of the 
Company’s plans and current goals and expectations relating to future financial condition, performance, results, strategic initiatives and 
objectives. Statements containing the words ‘believes’, ‘intends’, ‘expects’, ‘projects’, ‘plans’, ‘will’, ‘seeks’, ‘aims’, ‘may’, ‘could’, ‘outlook’, 
‘likely’, ‘target’, ‘goal’, ‘guidance’, ‘trends’, ‘future’, ‘estimates’, ‘potential’ and ‘anticipates’, and words of similar meaning, are forward-
looking. By their nature, all forward-looking statements involve risk and uncertainty. Accordingly, there are or will be important factors that 
could cause actual results to differ materially from those indicated in these statements. 

The Company believes factors that could cause actual results to differ materially from those indicated in forward-looking statements in the 
announcement include, but are not limited to: the impact of ongoing uncertain conditions in the global financial markets and the local and 
international political and economic situation generally (including those arising from the Russia-Ukraine conflict); market developments 
and government actions (including those arising from the evolving relationship between the UK and the EU); the effect of credit spread 
volatility on the net unrealised value of the investment portfolio; the effect of losses due to defaults by counterparties, including potential 
sovereign debt defaults or restructurings, on the value of our investments; changes in interest rates that may cause policyholders to 
surrender their contracts, reduce the value or yield of our investment portfolio and impact our asset and liability matching; the 
unpredictable consequences of reforms to reference rates, including LIBOR; the impact of changes in short or long-term inflation; the 
impact of changes in equity or property prices on our investment portfolio; fluctuations in currency exchange rates; the effect of market 
fluctuations on the value of the assets backing reserves; the amount of allowances and impairments taken on our investments; the effect of 
adverse capital and credit market conditions on our ability to meet liquidity needs and our access to capital; changes in, or restrictions on, 
our ability to initiate capital management initiatives; changes in or inaccuracy of assumptions in pricing and reserving for insurance 
business (particularly with regard to mortality and morbidity trends, lapse rates and policy renewal rates), a cyclical downturn of the 
insurance industry; the impact of natural and man-made catastrophic events (including the impact of COVID-19) on our business activities 
and results of operations; the transitional and physical risks associated with climate change; our reliance on information and technology 
and third-party service providers for our operations and systems; the inability of reinsurers to meet obligations or unavailability of 
reinsurance coverage; increased competition in Ireland, the UK and in other countries where we have significant operations; the impact of 
actual experience differing from estimates used in valuing and amortising deferred acquisition costs (‘DAC’); the impact of recognising an 
impairment of our goodwill or intangibles with indefinite lives; changes in valuation methodologies, estimates and assumptions used in the 
valuation of investment securities; the effect of legal proceedings and regulatory investigations; the impact of operational risks, including 
inadequate or failed internal and external processes, systems and human error or from external events and malicious acts (including cyber 
attack and theft, loss or misuse of customer data); risks associated with arrangements with third parties; our reliance on third-party 
distribution channels to deliver our products; funding risks associated with our participation in defined benefit staff pension schemes; the 
failure to attract or retain the necessary key personnel; the effect of a decline in any of our ratings by rating agencies on our standing 
among customers, broker-dealers, agents, wholesalers and other distributors of our products and services; changes to our brand and 
reputation; changes in tax laws and interpretation of existing tax laws in jurisdictions where we conduct business; changes to International 
Financial Reporting Standards relevant to insurance companies and their interpretation (for example, IFRS 17); the inability to protect our 
intellectual property; the policies, decisions and actions of government or regulatory authorities in Ireland, the UK, the European Union, the 
US or elsewhere, including the implementation of key legislation and regulation. For a more detailed description of these risks, 
uncertainties and other factors, please see the Aviva plc Annual report and accounts.

The Company undertakes no obligation to update the forward-looking statements in this announcement or any other forward-looking 
statements it may make. Forward-looking statements in this report are current only as of the date on which such statements are made.

This Solvency and Financial Condition Report has been published for information only, it is based on our understanding as at 28 March 
2022 and does not provide financial or legal advice. The Company, its directors, employees, agents or advisers do not accept or assume 
responsibility to any person to who this document is shown or into whose hands it may come, and any such responsibility or liability is 
expressly disclaimed.
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F.1 Public Disclosure Quantitative Reporting Templates

The Quantitative Reporting Templates on the following pages are presented in euros rounded to the nearest thousand. Rounding 
differences of +/- one unit can occur.

Summary
Business and 
Performance

System of 
Governance

Risk
Profile

Valuation for 
Solvency Purposes

Capital 
Management

Other
Information

Aviva Insurance Ireland DAC Solvency and Financial Condition Report 2021
53



Annex I

S.02.01.02

Balance Sheet

Amounts in 000s

Solvency II Value

C0010

Assets

Intangible assets R0030

Deferred tax assets R0040 686

Pension benefit surplus R0050

Property, plant & equipment held for own use R0060 12,277

Investments (other than assets held for index-linked and unit-linked contracts) R0070 381,735

Property (other than for own use) R0080

Holdings in related undertakings, including participations R0090

Equities R0100

     - Equities - Listed R0110

     - Equities - Unlisted R0120

Bonds R0130 279,968

     - Government Bonds R0140 234,065

     - Corporate Bonds R0150 45,903

     - Structured Notes R0160

     - Collateralised securities R0170

Collective Investments Undertakings R0180 98,138

Derivatives R0190 857

Deposits other than cash equivalents R0200 2,772

Other investments R0210

Assets held for index-linked and unit-linked contracts R0220

Loans & mortgages R0230

     - Loans on policies R0240

     - Loans & mortgages to individuals R0250

     - Other loans & mortgages R0260

Reinsurance recoverables from: R0270 989,712

     - Reinsurance recoverables - Non-life and health similiar to non-life R0280 989,712

               - Reinsurance recoverables - Non-life excluding health R0290 979,374

               - Reinsurance recoverables - Health similar to non-life R0300 10,337

     - Reinsurance recoverables - Life and health similar to life, excluding health and index-linked and unit-linked R0310

               - Reinsurance recoverables - Health similar to life R0320

               - Reinsurance recoverables - Life excluding health and index-linked and unit-linked R0330

     - Reinsurance recoverables - Life index-linked and unit-linked R0340

Deposits to cedants R0350

Insurance & intermediaries receivables R0360 2,283

Reinsurance receivables R0370 7,440

Receivables (trade, not insurance) R0380 74,881

Own Shares (held directly) R0390

Amounts due in respect of own fund items or initial fund called up but not yet paid in R0400

Cash and cash equivalents R0410 8,496

Any other assets, not elsewhere shown R0420 14,078

Total assets R0500 1,491,587

Liabilities

Technical provisions - Non-life R0510 1,099,475

     - Technical provisions - Non-life (excluding health) R0520 1,089,967

               - TP calculated as a whole - Non-life (excluding health) R0530

               - Best Estimate - Non-life (excluding health) R0540 1,076,647

               - Risk margin - Non-life (excluding health) R0550 13,320

     - Technical provisions - Health (similar to non-life) R0560 9,508

               - TP calculated as a whole - Health (similar to non-life) R0570

               - Best Estimate - Health (similar to non-life) R0580 9,508

               - Risk margin - Health (similar to non-life) R0590

Technical provisions - Life (excluding index-linked and unit linked) R0600

     - Technical provisions - Health (similar to life) R0610

               - TP calculated as a whole - Health (similar to life) R0620

               - Best Estimate - Health (similar to life) R0630

               - Risk margin - Health (similar to life) R0640

     - Technical provisions - Life (excluding health and index-linked and unit-linked) R0650

               - TP calculated as a whole - Life (excl health, index-linked and unit-linked) R0660

               - Best Estimate - Life (excl health, index-linked and unit-linked) R0670

               - Risk margin - Life (excl health, index-linked and unit-linked) R0680

Technical provisions - Index-linked and unit-linked R0690

               - TP calculated as a whole - Index-linked and unit-linked R0700

               - Best Estimate - Index-linked and unit-linked R0710

               - Risk margin - Index-linked and unit-linked R0720

Contingent liabilities R0740

Provisions other than technical provisions R0750 6,284

Pension benefit obligations R0760

Deposits from reinsurers R0770

Deferred tax liabilities R0780 0

Derivatives R0790 2,480

Debts owed to credit institutions R0800 7

Financial liabilities other than debts owed to credit institutions R0810

Insurance & intermediaries payables R0820 14

Reinsurance payables R0830 62,516

Payables (trade, not insurance) R0840 83,842

Subordinated liabilities R0850

     - Subordinated liabilities not in BOF R0860

     - Subordinated liabilities in BOF R0870

Any other liabilities, not elsewhere shown R0880 39,494

Total liabilities R0900 1,294,112

Excess of assets over liabilities R1000 197,475
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Annex I

S.05.01.02

Premiums, claims and expenses by line of business

Amounts in 000s

Medical expense 
insurance [direct 

business]

Income protection 
insurance [direct 

business]

Workers' 
compensation 

insurance [direct 
business]

Motor vehicle 
liability insurance 
[direct business]

Other motor 
insurance [direct 

business]

Marine, aviation and 
transport insurance 

[direct business]

Fire and other 
damage to property 

insurance [direct 
business]

General liability 
insurance [direct 

business]

Credit and 
suretyship 

insurance [direct 
business]

Legal expenses 
insurance [direct 

business]

Assistance [direct 
business]

Miscellaneous 
financial loss [direct 

business]

C0010 C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0110 C0120

Premiums written

   Gross - Direct Business R0110 1,626 170,408 42,602 1,475 204,410 135,901 1,593 7,519

   Gross - Proportional reinsurance accepted R0120

   Gross - Non-proportional reinsurance accepted R0130

   Reinsurers' share R0140 1,626 145,989 36,497 1,475 181,770 122,504 1,593 7,519

   Net R0200 0 24,419 6,105 0 22,640 13,397 0 0

Premiums earned

   Gross - Direct Business R0210 1,437 179,877 44,969 1,339 193,837 119,564 1,808 1,977

   Gross - Proportional reinsurance accepted R0220

   Gross - Non-proportional reinsurance accepted R0230

   Reinsurers' share R0240 1,437 154,031 38,508 1,339 172,016 107,379 1,808 1,977

   Net R0300 0 25,846 6,461 0 21,820 12,185 0 0

Claims incurred

   Gross - Direct Business R0310 4,961 84,301 21,075 -418 117,954 82,974 1 783

   Gross - Proportional reinsurance accepted R0320

   Gross - Non-proportional reinsurance accepted R0330

   Reinsurers' share R0340 4,961 71,878 17,969 -418 107,330 74,071 1 783

   Net R0400 0 12,423 3,106 0 10,625 8,903 0 0

Changes in other technical provisions

   Gross - Direct Business R0410

   Gross - Proportional reinsurance accepted R0420

   Gross - Non-proportional reinsurance accepted R0430

   Reinsurers' share R0440

   Net R0500

Expenses incurred R0550 0 9,171 2,293 0 10,854 4,416 0 0

Other expenses R1200

Total expenses R1300

Non-proportional 
health reinsurance

Non-proportional 
casualty 

reinsurance

Non-proportional 
marine, aviation and 

transport 
reinsurance

Non-proportional 
property 

reinsurance
Total

C0130 C0140 C0150 C0160 C0200

Premiums written

   Gross - Direct Business R0110 565,534

   Gross - Proportional reinsurance accepted R0120

   Gross - Non-proportional reinsurance accepted R0130

   Reinsurers' share R0140 498,973

   Net R0200 66,561

Premiums earned

   Gross - Direct Business R0210 544,807

   Gross - Proportional reinsurance accepted R0220

   Gross - Non-proportional reinsurance accepted R0230

   Reinsurers' share R0240 478,495

   Net R0300 66,312

Claims incurred

   Gross - Direct Business R0310 311,632

   Gross - Proportional reinsurance accepted R0320

   Gross - Non-proportional reinsurance accepted R0330

   Reinsurers' share R0340 276,575

   Net R0400 35,057

Changes in other technical provisions

   Gross - Direct Business R0410

   Gross - Proportional reinsurance accepted R0420

   Gross - Non-proportional reinsurance accepted R0430

   Reinsurers' share R0440

   Net R0500

Expenses incurred R0550 26,734

Other expenses R1200 46

Total expenses R1300 26,779

Line of Business for: non-life insurance and reinsurance obligations (direct business and accepted proportional reinsurance)

Line of Business for: accepted non proportional reinsurance
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Annex I

S.05.02.01

Premiums, claims and expenses by Country

Amounts in 000s

Home Country
Total Top 5 and 

home country

C0010 C0020 C0030 C0040 C0050 C0060 C0070

R0010 GB

C0080 C0090 C0100 C0110 C0120 C0130 C0080

Premiums written

Gross - Direct Business R0110 479,597 60,404 540,001

Gross - Proportional reinsurance accepted R0120

Gross - Non-proportional reinsurance accepted R0130

Reinsurers' share R0140 414,127 60,404 474,532

Net R0200 65,470 0 65,470

Premiums earned

Gross - Direct Business R0210 474,939 45,942 520,881

Gross - Proportional reinsurance accepted R0220

Gross - Non-proportional reinsurance accepted R0230

Reinsurers' share R0240 409,801 45,859 455,661

Net R0300 65,138 83 65,221

Claims incurred

Gross - Direct Business R0310 236,871 31,076 267,947

Gross - Proportional reinsurance accepted R0320

Gross - Non-proportional reinsurance accepted R0330

Reinsurers' share R0340 202,267 31,015 233,281

Net R0400 34,605 62 34,666

Changes in other technical provisions

Gross - Direct Business R0410

Gross - Proportional reinsurance accepted R0420

Gross - Non-proportional reinsurance accepted R0430

Reinsurers' share R0440

Net R0500

Expenses incurred R0550 25,876 30 25,906

Other expenses R1200 46

Total expenses R1300 25,951

Top 5 countries (by amount of gross premium written) - non-life obligations
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Annex I

S.17.01.02

Non-Life Technical Provisions

Amounts in 000s

Direct business and accepted proportional reinsurance

Medical expense 
insurance [direct 

business]

Income protection 
insurance [direct 

business]

Workers' 
compensation 

insurance [direct 
business]

Motor vehicle liability 
insurance [direct 

business]

Other motor 
insurance [direct 

business]

Marine, aviation and 
transport insurance 

[direct business]

Fire and other 
damage to property 

insurance [direct 
business]

General liability 
insurance [direct 

business]

Credit and suretyship 
insurance [direct 

business]

Legal expenses 
insurance [direct 

business]

Assistance [direct 
business]

Miscellaneous 
financial loss [direct 

business]

C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0110 C0120 C0130

Technical provisions calculated as a whole R0010

Total recoverable from reinsurance/SPV and Finite Re after the adjustment for 
expected losses due to counterparty default associated to TP as a whole

R0050

Technical provisions calculated as a sum of BE and RM

Best estimate

Premium provisions

Gross R0060 447 40,533 10,168 1 40,973 22,923 11 1,471

Total recoverable from reinsurance/SPV and Finite Re after the adjustment for 
expected losses due to counterparty default

R0140 1,220 47,328 11,810 30 57,945 28,917 55 1,781

Net Best Estimate of Premium Provisions R0150 -773 -6,794 -1,642 -29 -16,972 -5,994 -44 -310

Claims provisions

Gross R0160 9,061 457,522 5,421 242 119,005 376,167 21 2,189

Total recoverable from reinsurance/SPV and Finite Re after the adjustment for 
expected losses due to counterparty default

R0240 9,117 390,129 4,964 245 111,253 322,979 23 1,918

Net Best Estimate of Claims Provisions R0250 -56 67,393 457 -2 7,752 53,188 -2 271

Total Best estimate - Gross R0260 9,508 498,055 15,589 244 159,978 399,090 32 3,660

Total Best estimate - Net R0270 -829 60,599 -1,185 -31 -9,220 47,194 -46 -39

Risk margin R0280 3,955 142 5,324 3,899

Amount of the transitional on Technical Provisions

Technical Provisions calculated as a whole R0290

Best estimate R0300

Risk margin R0310

Technical provisions - Total

Technical provisions - Total R0320 9,508 502,011 15,730 244 165,302 402,989 32 3,660

Recoverable from reinsurance contract/SPV and Finite Re after the adjustment for 
expected losses due to counterparty default - Total

R0330 10,337 437,456 16,773 274 169,198 351,896 78 3,699

Technical provisions minus recoverables from reinsurance/SPV and Finite Re - Total R0340 -829 64,554 -1,043 -31 -3,896 51,093 -46 -39

Accepted non-proportional reinsurance

Health [accepted 
non-proportional 

reinsurance]

Casualty [accepted 
non-proportional 

reinsurance]

Marine, aviation, 
transport [accepted 

non-proportional 
reinsurance]

Property [accepted 
non-proportional 

reinsurance]

Total Non-Life 
obligation

C0140 C0150 C0160 C0170 C0180

Technical provisions calculated as a whole R0010

Total recoverable from reinsurance/SPV and Finite Re after the adjustment for 
expected losses due to counterparty default associated to TP as a whole

R0050

Technical provisions calculated as a sum of BE and RM

Best estimate

Premium provisions

Gross R0060 116,527

Total recoverable from reinsurance/SPV and Finite Re after the adjustment for 
expected losses due to counterparty default

R0140 149,085

Net Best Estimate of Premium Provisions R0150 -32,558

Claims provisions

Gross R0160 969,628

Total recoverable from reinsurance/SPV and Finite Re after the adjustment for 
expected losses due to counterparty default

R0240 840,626

Net Best Estimate of Claims Provisions R0250 129,002

Total Best estimate - Gross R0260 1,086,155

Total Best estimate - Net R0270 96,444

Risk margin R0280 13,320

Amount of the transitional on Technical Provisions

Technical Provisions calculated as a whole R0290

Best estimate R0300

Risk margin R0310

Technical provisions - Total

Technical provisions - Total R0320 1,099,475

Recoverable from reinsurance contract/SPV and Finite Re after the adjustment for 
expected losses due to counterparty default - Total

R0330 989,712

Technical provisions minus recoverables from reinsurance/SPV and Finite Re - Total R0340 109,764
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Annex I

S.19.01.21

Non-Life Insurance Claims Information

Amounts in 000s

Total Non-Life Business

Accident year / Underwriting year Z0020 AY

Gross Claims Paid (non-cumulative)

(absolute amount)

Development Year In Current year
Sum of years 
(cumulative) 

0 1 2 3 4 5 6 7 8 9 10&+

C0010 C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0110 C0170 C0180

Prior R0100 7,069 R0100 7,069 7,069

R0160 R0160 82,267 49,999 38,515 36,390 27,498 17,005 9,262 8,032 5,939 4,051 R0160 4,051 278,958

R0170 R0170 74,956 48,396 30,055 27,606 23,388 18,858 9,210 6,636 4,026 R0170 4,026 243,131

R0180 R0180 84,960 42,832 26,624 35,743 18,003 14,585 6,073 4,951 R0180 4,951 233,771

R0190 R0190 71,643 53,715 28,433 27,305 17,781 17,535 7,758 R0190 7,758 224,170

R0200 R0200 74,485 38,237 30,709 27,996 20,181 15,794 R0200 15,794 207,402

R0210 R0210 73,717 50,780 31,743 26,742 18,041 R0210 18,041 201,022

R0220 R0220 88,785 48,932 29,209 26,503 R0220 26,503 193,429

R0230 R0230 98,361 44,537 24,262 R0230 24,262 167,160

R0240 R0240 81,755 44,522 R0240 44,522 126,277

R0250 R0250 79,292 R0250 79,292 79,292

Total R0260 236,268 1,961,680

Gross undiscounted Best Estimate Claims Provisions

(absolute amount)

Development Year
Year end 

(discounted data)

0 1 2 3 4 5 6 7 8 9 10&+

C0200 C0210 C0220 C0230 C0240 C0250 C0260 C0270 C0280 C0290 C0300 C0360

Prior R0100 32,771 R0100 32,502

R0160 R0160 62,763 40,237 32,469 27,006 18,302 13,424 R0160 13,472

R0170 R0170 77,397 60,072 36,266 27,642 21,002 13,034 R0170 13,072

R0180 R0180 101,061 69,094 48,438 33,338 23,005 15,668 R0180 15,687

R0190 R0190 132,717 105,647 77,926 69,094 46,870 36,735 R0190 36,820

R0200 R0200 187,999 146,088 127,356 105,037 85,083 76,066 R0200 76,244

R0210 R0210 205,712 150,408 135,386 103,495 77,819 R0210 77,979

R0220 R0220 206,761 164,859 153,504 123,765 R0220 124,099

R0230 R0230 203,677 164,628 147,705 R0230 148,046

R0240 R0240 237,672 196,274 R0240 196,590

R0250 R0250 235,173 R0250 235,119

Total R0260 969,628

Aviva Insurance Ireland DAC Solvency and Financial Condition Report 2021
58



Annex I

S.23.01.01

Own Funds

Amounts in 000s

Total Tier 1 Unrestricted Tier 1 Restricted Tier 2 Tier 3

C0010 C0020 C0030 C0040 C0050

Basic own funds before deduction for participations in other financial sector 
as foreseen in article 68 of Delegated Regulation 2015/35

Ordinary share capital (gross of own shares) R0010 116,250 116,250

Share premium account related to ordinary share capital R0030

Initial funds, members' contributions or the equivalent basic own fund item for 
mutual and mutual-type undertakings

R0040

Subordinated mutual member accounts R0050

Surplus funds R0070

Preference shares R0090

Share premium account related to preference shares R0110

Reconciliation reserve R0130 -107,461 -107,461

Subordinated liabilities R0140

An amount equal to the value of net deferred tax assets R0160 686 686

Other own fund items approved by the supervisory authority as basic own funds not 
specified above

R0180 188,000 188,000

Own funds from the financial statements that should not be represented by 
the reconciliation reserve and do not meet the criteria to be classified as 
Solvency II own funds
Own funds from the financial statements that should not be represented by the 
reconciliation reserve and do not meet the criteria to be classified as Solvency II own 
funds

R0220

Deductions

Deductions for participations in financial and credit institutions R0230

Total basic own funds after deductions R0290 197,475 196,789 686

Ancillary own funds

Unpaid and uncalled ordinary share capital callable on demand R0300

Unpaid and uncalled initial funds, members' contributions or the equivalent basic 
own fund item for mutual and mutual-type undertakings, callable on demand

R0310

Unpaid and uncalled preference shares callable on demand R0320

A legally binding commitment to subscribe and pay for subordinated liabilities on 
demand

R0330

Letters of credit and guarantees under Article 96(2) of the Directive 2009/138/EC R0340

Letters of credit and guarantees other than under Article 96(2) of the Directive 
2009/138/EC

R0350

Supplementary members calls under first subparagraph of Article 96(3) of the 
Directive 2009/138/EC

R0360

Supplementary members calls other than under first subparagraph of Article 96(3) 
of the Directive 2009/138/EC

R0370

Other ancillary own funds R0390

Total ancillary own funds - Solo R0400

Available and eligible own funds

Total available own funds to meet the SCR R0500 197,475 196,789 686

Total available own funds to meet the MCR R0510 196,789 196,789

Total eligible own funds to meet the SCR R0540 197,475 196,789 686

Total eligible own funds to meet the MCR R0550 196,789 196,789

SCR R0580 78,086

MCR R0600 19,521

Ratio of eligible own funds to SCR R0620 2.5290

Ratio of eligible own funds to MCR R0640 10.0807

C0060

Reconciliation Reserve

Excess of assets over liabilities R0700 197,475

Own shares (held directly and indirectly) R0710

Foreseeable dividends, distributions and charges R0720

Other basic own fund items R0730 304,936

Adjustment for restricted own fund items in respect of matching adjustment 
portfolios and ring fenced funds

R0740

Reconciliation reserve R0760 -107,461 `

Expected profits

Expected profits included in future premiums (EPIFP) - Life business R0770

Expected profits included in future premiums (EPIFP) - Non-Life business R0780 14,426

Total expected profits included in future premiums (EPIFP) R0790 14,426

Aviva Insurance Ireland DAC Solvency and Financial Condition Report 2021
59



Annex I

S.25.01.21

Solvency Capital Requirement - For undertakings on Standard Formula

Amounts in 000s

Gross solvency 
capital requirement

USP Simplifications LAC DT

C0110 C0090 C0120 C0130

Market risk R0010 1,901

Counterparty default risk R0020 25,084

Life underwriting risk R0030

Health underwriting risk R0040

Non-life underwriting risk R0050 42,846

Diversification R0060 -9,765

Intangible asset risk R0070

Basic Solvency Capital Requirement R0100 60,066

Calculation of Solvency capital Requirement C0100

Operational risk R0130 18,020

Loss-absorbing capacity of technical provisions R0140

Loss-absorbing capacity of deferred taxes R0150

Capital requirement for business operated in accordance with Art. 4 of Directive 
2003/41/EC

R0160

Solvency Capital Requirement excluding capital add-on R0200 78,086

Capital add-ons already set R0210

Solvency capital requirement for undertakings under consolidated method R0220 78,086

Other information on SCR

Capital requirement for duration-based equity risk sub-module R0400

Total amount of Notional Solvency Capital Requirements for remaining part R0410

Total amount of Notional Solvency Capital Requirements for ring fenced funds R0420

Total amount of Notional Solvency Capital Requirements for matching adjustment 
portfolios

R0430

Diversification effects due to RFF nSCR aggregation for article 304 R0440

Approach based on 
average tax rate

Approach to tax rate C0109

Approach based on average tax rate R0590

Calculation of loss absorbing capacity of deferred taxes

LAC DT R0640

LAC DT justified by reversion of deferred tax liabilities R0650

LAC DT justified by reference to probable future taxable profit R0660

LAC DT justified by carry back, current year R0670

LAC DT justified by carry back, future years R0680

Maximum LAC DT R0690
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S.28.01.01

Minimum Capital Requirement - Only life or only non-life insurance or reinsurance activity

Amounts in 000s

Linear formula component for non-life insurance and reinsurance obligations

C0010

MCRNL Result R0010 16,220

Net (of 
reinsurance/SPV) 
best estimate and 
TP calculated as a 

whole

Net (of reinsurance) 
written premiums in 
the last 12 months

C0020 C0030

Medical expense insurance and proportional reinsurance R0020

Income protection insurance and proportional reinsurance R0030

Workers' compensation insurance and proportional reinsurance R0040

Motor vehicle liability insurance and proportional reinsurance R0050 60,599 24,419

Other motor insurance and proportional reinsurance R0060 6,105

Marine, aviation and transport insurance and proportional reinsurance R0070

Fire and other damage to property insurance and proportional reinsurance R0080 22,669

General liability insurance and proportional reinsurance R0090 47,194 13,397

Credit and suretyship insurance and proportional reinsurance R0100

Legal expenses insurance and proportional reinsurance R0110

Assistance and proportional reinsurance R0120

Miscellaneous financial loss insurance and proportional reinsurance R0130

Non-proportional health reinsurance R0140

Non-proportional casualty reinsurance R0150

Non-proportional marine, aviation and transport reinsurance R0160

Non-proportional property reinsurance R0170

Linear formula component for life insurance and reinsurance obligations

C0040

MCRL Result R0200

Net (of 
reinsurance/SPV) 
best estimate and 
TP calculated as a 

whole

Net (of 
reinsurance/SPV) 
total capital at risk

C0050 C0060

Obligations with profit participation - Guaranteed benefits R0210

Obligations with profit participation - Future discretionary benefits R0220

Index-linked and unit-linked insurance obligations R0230

Other life (re)insurance and health (re)insurance obligations R0240

Total capital at risk for all life (re)insurance obligations R0250

Overall MCR calculation

C0070

Linear MCR R0300 16,220

SCR R0310 78,086

MCR cap R0320 35,139

MCR floor R0330 19,521

Combined MCR R0340 19,521

Absolute floor of the MCR R0350 3,700

C0070

Minimum Capital Requirement R0400 19,521
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F.2 Glossary of Abbreviations and Definitions
A glossary explaining the key terms used in this report is available on www.aviva.com/glossary.

Summary
Business and 
Performance

System of 
Governance

Risk
Profile

Valuation for 
Solvency Purposes

Capital 
Management

Other
Information
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