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DIRECTORS’ REPORT  
 

The directors present their report and the audited financial statements for the year ended 

31 December 2025.  

 

Directors 

The directors of the Company who held office during the period and at the date of signing of these financial 

statements were: 

Mr. John Maidens 

Mr. Oliver Bate 

Mr. Justin McChesney (Non-executive) 

Mr. Joseph Demanuele (Non-executive) 

Mr. John Bonett (Non-executive) (retired 18 July 2025) 

Ms. Tanya Causon (Non-executive) (appointed 18 July 2025) 

Mr. David Bonett (Non-executive) (appointed 16 March 2026) 
 

The Company’s Articles of Association do not require any directors to retire. 

 

Principal activities  

The principal activities of the Company consist of title insurance business in Europe. The Company is 

licensed to transact insurance business falling within Class 16 - Miscellaneous financial loss, and class 17 

– Legal expenses.  

 

Review of the business 

The Company is a wholly owned subsidiary of First American Financial Corporation (i.e., the ultimate 

parent), a company registered in Delaware, USA. 

 

The Company is dependent upon the strength of the commercial property markets in Europe. These 

markets continued to be impacted by high interest rates, although rates reduced towards the end of the 

year. Business confidence also continued to be impacted by the war in Ukraine. Taking these impacts into 

account the directors were pleased with the year on year growth in issued policy premiums. The Company 

is well capitalised to manage the short-term impact of such disruptions to the economy. The risks arising in 

the year do not impact upon the incidence or quantum of claims arising from title insurance business and 

are not expected to have a material adverse impact upon the Company’s medium or longer term plans. 

  

The policies issued in the year to 31 December 2025 contributed net €1,357 thousand to the Contractual 

Service Margin (CSM) (2024: €825 thousand). Furthermore €306 thousand of the gross CSM was 

recognised in respect of the coverage provided during the year ended 31 December 2025 (2024: €195 

thousand). The insurance service result for the year ended 31 December 2025 was €338 thousand (2024: 

€181 thousand) which also reflects the limited incurred claims compared to expectations as more fully 

detailed in note 1.11. Investment income for the year ended 31 December 2025 was €308 thousand (2024: 

€391 thousand). 

 

The Company has opted for the standard formula under the Solvency II regime to calculate the Solvency 

Capital Requirement (SCR) as the assumptions underlying the standard formula are considered to be a 

good fit for the Company’s risk profile. At 31 December 2025, the Company’s eligible own funds adequately 

covered the required SCR and amounted to €11.614 million (unaudited) (2024: €9.992 million, unaudited). 

The Company’s SCR as calculated using the standard formula and Minimum Capital Requirement (MCR) 

ratios as at 31 December 2025 were equivalent to 442% (unaudited) and 430% (unaudited), respectively 

(2024: 495% and 370%, respectively (unaudited)).  The audited Group SCR is reported in the group-wide 

Solvency and Financial Condition Report. 
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DIRECTORS’ REPORT – continued 
 

Results 

The statement of comprehensive income is set out on page 16. The profit for the year has been transferred 

to accumulated profit. 

 

Principal risks and uncertainties 

The Company’s activities expose it to a variety of insurance and financial risks. The principal risks facing 

the Company and its policies for managing those risks are set out in Note 2 of these financial statements. 

 

The process of risk acceptance and risk management is addressed through a framework of policies, 

procedures and internal controls. All material policies are subject to Board approval and ongoing review by 

management. Compliance with regulation, legal and ethical standards is a high priority for the Company 

and the compliance team takes on an important role in this regard. The principal risks from the general title 

insurance business arise from inaccurate pricing; fluctuations in the timing, frequency and severity of claims 

compared to expectations; inadequate reinsurance protection; and inadequate reserving.  In addition, the 

Company is exposed to financial risks arising primarily from the investments that it holds. These risks are 

mitigated through the investment management policy agreed by the Board to ensure investments held are 

aligned to the Company’s risk appetite. The Company’s underwriting and reinsurance strategies are 

approved by the Board and communicated clearly throughout the business through policy statements and 

guidelines. 

 

Despite ongoing economic challenges with tariff changes and the ongoing war in Ukraine, the Company 

performed well during the year as a result of providing excellent service during the period and offering a 

strong product portfolio. The Company continues to monitor economic impacts and focus on the strength of 

its capital, client service and product offerings to multiple markets to minimise the disruption to business.  

These risks do not impact upon the incidence or quantum of claims arising from title insurance business, 

and the Company is well capitalised to manage the remaining economic impacts.  

 

In addition, the Company’s exposure to counterparty default risk is low. The directors considered the 

Company’s exposure to credit risk whereby a significant portion of the Company’s assets relate to bonds 

issued by reputable companies as well as due from reinsurers with good credit standing. The Company’s 

cash and cash equivalents are likewise held by reputable banks. 

 
The directors are therefore satisfied that the Company remains a going concern in light of the ongoing risks 

and uncertainties associated to the war in Ukraine and related economic uncertainty. 

Financial risk management 

Information pertaining to the Company's financial risk management is included within Note 2 to these 

financial statements. 

 

Future developments 

In all core markets, the Company expects to continue to see the impact of continuing economic and 

competitor pressure. The Company is very well placed to respond to these pressures due to its market 

position, financial and economic strength and by being a subsidiary of a leading global title insurer. 

 

The performance of the Company during the year ended 31 December 2025 has been profitable despite 

the ongoing economic challenges experienced throughout Europe and especially in the central and eastern 

European region. The Company operates in a number of geographic markets throughout Europe which 

diversifies risk, and is sufficiently well capitalised to manage any foreseeable fall in revenue in the year 

ahead.  
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DIRECTORS’ REPORT – continued 
 

Events after the reporting period 

There are no events affecting the Company after the reporting period. 

 

Going concern 

The financial statements are prepared on a going concern basis under the historical cost convention as 

modified by the fair valuation of financial assets through profit or loss, which the directors believe is 

appropriate. 

 

External actuarial function holder 

The Company’s external actuarial function holder is Milliman LLP (London Office). 
 

Auditors  

PricewaterhouseCoopers have indicated their willingness to continue in office and a resolution for their re-

appointment will be proposed at the Annual General Meeting. 

 

Statement of directors’ responsibilities for the financial statements 
The directors are required by the Maltese Companies Act (Cap. 386) and Insurance Business Act, 1998 to 

prepare financial statements that give a true and fair view of the state of affairs of the Company as at the 

end of each reporting period and of the profit or loss for the period. 

In preparing the financial statements, the directors are responsible for: 

• ensuring that the financial statements have been drawn up in accordance with the International 

Financial Reporting Standards (IFRSs) as adopted by the EU; 

• selecting and applying appropriate accounting policies; 

• making accounting estimates that are reasonable in the circumstances; and 

• ensuring that the financial statements are prepared on the going concern basis unless it is 

inappropriate to presume that the Company will continue in business as a going concern. 

 

The directors are also responsible for designing, implementing and maintaining internal control as the 

directors determine is necessary to enable the preparation of financial statements that are free from material 

misstatement, whether due to fraud or error, and that comply with the Maltese Companies Act (Cap. 386) 

and Insurance Business Act, 1998. They are also responsible for safeguarding the assets of the Company 

and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities. 

 

Approved by the Board of Directors and signed on its behalf by 

 

 

 

 

 

 

Oliver Bate Joseph Demanuele 

Director Director 

 

Portomaso Business Centre 

Vjal Portomaso, San Giljan  

PTM01, Malta 
24 March 2026  
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Independent auditor’s report  

To the Shareholders of First European Title Insurance Company Limited 

Report on the audit of the financial statements  

Our opinion 

In our opinion: 

 

● The financial statements give a true and fair view of the financial position of First European 

Title Insurance Company Limited (the Company) as at 31 December 2025, and of the 

Company’s financial performance and cash flows for the year then ended in accordance with 

International Financial Reporting Standards (‘IFRSs’) as adopted by the EU; and 

● The financial statements have been prepared in accordance with the requirements of the 

Maltese Companies Act (Cap. 386). 

 

Our opinion is consistent with our additional report to the Board of Directors. 

 

What we have audited 

First European Title Insurance Company Limited’s financial statements, set out on pages 15 to 

58, comprise: 

 

● the statement of profit or loss for the year ended 31 December 2024; 

● the statement of financial position as at 31 December 2025 

● the statement of comprehensive income for the year then ended; 

● the statement of changes in equity for the year then ended; 

● the statement of cashflows for the year then ended; and the notes to the financial statements, 

comprising material accounting policy information and other explanatory information. 
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Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 

responsibilities under those standards are further described in the Auditor’s Responsibilities for the 

Audit of the Financial Statements section of our report.  

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our opinion.  

 

Independence 

We are independent of the Company in accordance with the ethical requirements of the Accountancy 

Profession (Code of Ethics for Warrant Holders) Directive issued in terms of the Accountancy 

Profession Act (Cap. 281)  that are relevant to audits of financial statements of an EU Public Interest 

Entity in Malta and the International Code of Ethics for Professional Accountants (including 

International Independence Standards) issued by the International Ethics Standards Board for 

Accountants (IESBA Code) as applicable to audits of financial statements of public interest entities. 

We have also fulfilled our other ethical responsibilities in accordance with these Codes. 

 

To the best of our knowledge and belief, we declare that non-audit services that we have provided 

to the Company are in accordance with the applicable law and regulations in Malta and that we have 

not provided non-audit services that are prohibited under Article 18A of the Accountancy Profession 

Act (Cap. 281). 

 

The non-audit services that we have provided to the Company, in the period from 1 January 2025 

to 31 December 2025, are disclosed in note 8 to the financial statements.
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Our audit approach 

Overview 

●   

Materiality 
Overall materiality: €105,350, which represents 1% of equity 

plus net contractual service margin (net of tax). 

 

Key audit matters Valuation of insurance contract liabilities and reinsurance 

assets.  

• As part of designing our audit, we determined materiality and assessed the risks of material 

misstatement in the financial statements. In particular, we considered where the directors made 

subjective judgements; for example, in respect of significant accounting estimates that involved 

making assumptions and considering future events that are inherently uncertain. As in all of our 

audits, we also addressed the risk of management override of internal controls, including among 

other matters consideration of whether there was evidence of bias that represented a risk of 

material misstatement due to fraud. 

• We tailored the scope of our audit in order to perform sufficient work to enable us to provide an 

opinion on the financial statements as a whole, taking into account the structure of the Company, 

the accounting processes and controls, and the industry in which the Company operates. 

Materiality 

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain 

reasonable assurance whether the financial statements are free from material misstatement. 

Misstatements may arise due to fraud or error. They are considered material if individually or in 

aggregate, they could reasonably be expected to influence the economic decisions of users taken 

on the basis of the financial statements.
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Based on our professional judgement, we determined certain quantitative thresholds for materiality, 

including the overall materiality for the financial statements as a whole as set out in the table 

below. These, together with qualitative considerations, helped us to determine the scope of our 

audit and the nature, timing and extent of our audit procedures and to evaluate the effect of 

misstatements, both individually and in aggregate on the financial statements as a whole. 

●   

Overall materiality €105,350 

  

How we determined it Approx 1% of equity plus net contractual service margin (net of 

tax) 

  

Rationale for the materiality 

benchmark applied 

We chose equity plus net contractual service margin (net of tax) 

as reflected in the statement of financial position (and related 

notes) in our view, it is a key financial statement metric used in 

evaluating the financial position of the Company and is not as 

volatile as a profit and loss measure. We selected 1% based on 

our professional judgement, noting that it also within the range of 

quantitative materiality thresholds that we consider to be 

acceptable. 

●   

 

We agreed with the Board of Directors that we would report to them misstatements identified 

during our audit above €10,535 as well as misstatements below that amount that, in our view, 

warranted reporting for qualitative reasons. 

Key audit matters 

Key audit matters are those matters that, in our professional judgement, were of most significance 

in our audit of the financial statements of the current period. These matters were addressed in the 

context of our audit of the financial statements as a whole, and in forming our opinion thereon, and 

we do not provide a separate opinion on these matters.
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Key audit matter How our audit addressed the key audit matter 

Valuation of insurance contract 

liabilities and reinsurance assets 

● IFRS 17 'Insurance Contracts' sets out the 
requirements that an entity should apply in 
accounting for insurance contracts it issues 
and reinsurance contracts it holds.

● As at 31 December 2025, the Company 
recorded insurance contract liabilities of

€7,373k, and reinsurance contract assets of

€2,184k

As explained in Note 1.11, the Company 

recognises and measures groups of insurance 

contracts at a risk-adjusted present value of 

fulfilment cash flows plus the Contractual 

Service Margin ("CSM") the determination of 

which requires judgement and interpretation. 

This includes the selection of accounting 

policies and the use of complex methodologies. 

Portfolios of reinsurance contracts held are 

presented separately from portfolios of 

insurance contracts issued.  

The CSM is the mechanism in IFRS 17 by which 

profits are deferred and released over the 

duration of a contract. There is a risk that the 

CSM modelling is not appropriate, or the agreed 

methodology has not been implemented 

correctly in the CSM model. 

The fulfilment cash flows are the current 

estimates of the future cash flows within the 

contract boundary, including claims, benefits 

and expenses adjusted to reflect the timing and 

uncertainty of these amounts, duly discounted 

to reflect the time value of money. The process 

of determining the value of this component of 

insurance liabilities and reinsurance assets for 

insurance contracts issued and reinsurance 

contracts held requires judgement in the 

selection of key assumptions. 

Our audit procedures addressing the 

reasonableness of the valuation of insurance 

contract liabilities and reinsurance assets, 

including the involvement of our actuarial 

specialist team members, are outlined below: 

• we applied our industry knowledge and

experience in understanding and evaluating the

Company's methodologies and assumptions

used, including consideration of the view of the

Company's third-party actuarial function, the

assessment of historical experience and

consideration of any changes to the respective

methodologies;

• we tested the CSM model’s compliance

with IFRS 17 by sample testing the inputs and

outputs to/from the model in relation to the

completeness and accuracy of data flows which

included:

- the assessment of the reasonableness of

sense checks on related movements

provided by management

- comparing the CSM release for prior year

cohorts to expectations based on prior

year independent testing

- re-performing calculations attributable to

the current year cohort.

• we tested the reasonableness of the

Company's estimates of future cash flows within

the contract boundary, on a gross and net basis

as at year-end through the use of actuarial

techniques, including testing the accuracy and

completeness of the underlying data utilised for

the purpose of the Company's estimation

models;

• we considered the extent of related

disclosures to the financial statements.

Based on the work performed, we found the 

valuation of insurance liabilities and 
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The process used to determine the fulfilment 

cash flows, as well as related disclosures, are 

included in Note 1.11 and Note 3. 

 

● We focused on this area due to its inherent 

subjectivity, high degree of uncertainty as well 

as magnitude. 

reinsurance assets (estimates of present 

value of future cash flows, risk adjustment 

and CSM) and related disclosures to be 

consistent with the explanations and 

evidence obtained 

 

Other information 

The directors are responsible for the other information. The other information comprises the 

Directors’ report (but does not include the financial statements and our auditor’s report thereon), 

Our opinion on the financial statements does not cover the other information and we do not 

express any form of assurance conclusion thereon except as explicitly stated within the Report on 

other legal and regulatory requirements.   

In connection with our audit of the financial statements, our responsibility is to read the other 

information identified above and, in doing so, consider whether the other information is materially 

inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise 

appears to be materially misstated.  

If, based on the work we have performed, we conclude that there is a material misstatement of this 

other information, we are required to report that fact. We have nothing to report in this regard. 

 

Responsibilities of the directors  for the financial statements 

The directors are responsible for the preparation of financial statements that give a true and fair 

view in accordance with IFRSs as adopted by the EU and the requirements of the Maltese 

Companies Act (Cap. 386), and for such internal control as the directors determine is necessary to 

enable the preparation of financial statements that are free from material misstatement, whether 

due to fraud or error. 
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In preparing the financial statements, the directors are responsible for assessing the Company’s 

ability to continue as a going concern, disclosing, as applicable, matters related to going concern 

and using the going concern basis of accounting unless the directors either intend to liquidate the 

Company or to cease operations, or have no realistic alternative but to do so.  

Auditor’s responsibilities for the audit of the financial statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a 

whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 

report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a 

guarantee that an audit conducted in accordance with ISAs will always detect a material 

misstatement when it exists. Misstatements can arise from fraud or error and are considered 

material if, individually or in the aggregate, they could reasonably be expected to influence the 

economic decisions of users taken on the basis of these financial statements.  

 

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain 

professional scepticism throughout the audit. We also: 

 

● Identify and assess the risks of material misstatement of the financial statements, whether due 

to fraud or error, design and perform audit procedures responsive to those risks, and obtain 

audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of 

not detecting a material misstatement resulting from fraud is higher than for one resulting from 

error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 

override of internal control.  

● Obtain an understanding of internal control relevant to the audit in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of expressing an 

opinion on the effectiveness of the Company’s internal control.  

● Evaluate the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by the directors. 
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● Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, 

based on the audit evidence obtained, whether a material uncertainty exists related to events or 

conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If we 

conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to the 

related disclosures in the financial statements or, if such disclosures are inadequate, to modify our 

opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. 

However, future events or conditions may cause the Company to cease to continue as a going concern.  

● Evaluate the overall presentation, structure and content of the financial statements, including the 

disclosures, and whether the financial statements represent the underlying transactions and events in a 

manner that achieves fair presentation. 

 

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit 

and significant audit findings, including any significant deficiencies in internal control that we identify during 

our audit.  

 

We also provide those charged with governance with a statement that we have complied with relevant ethical 

requirements regarding independence and communicate with them all relationships and other matters that 

may reasonably be thought to bear on our independence, and where applicable, actions taken to eliminate 

threats or safeguards applied. 

 

From the matters communicated with those charged with governance, we determine those matters 

that were of most significance in the audit of the financial statements of the current period and are 

therefore the key audit matters. We describe these matters in our auditor’s report unless law or 

regulation precludes public disclosure about the matter or when, in extremely rare circumstances, 

we determine that a matter should not be communicated in our report because the adverse 

consequences of doing so would reasonably be expected to outweigh the public interest benefits 

of such communication. 

Report on other legal and regulatory requirements 

The Annual Report and Financial Statements 2025 contains other areas required by legislation or 

regulation on which we are required to report.  The Directors are responsible for these other areas. 
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Area of the Annual Report 
and Financial Statements 
2025 and the related 
Directors’ responsibilities 

Our responsibilities Our reporting 

• Directors’ report 
 
(on pages 1 to 3)  

• The Maltese Companies 
Act (Cap. 386) requires the 
directors to prepare a 
Directors’ report, which 
includes the contents required 
by Article 177 of the Act and 
the Sixth Schedule to the Act. 

• We are required to 
consider whether the 
information given in the 
Directors’ report for the 
financial year for which the 
financial statements are 
prepared is consistent with 
the financial statements.      

• We are also required to 
express an opinion as to 
whether the Directors’ report 
has been prepared in 
accordance with the 
applicable legal requirements.  

• In addition, we are 
required to state whether, in 
the light of the knowledge and 
understanding of the 
Company and its environment 
obtained in the course of our 
audit, we have identified any 
material misstatements in the 
Directors’ report, and if so to 
give an indication of the 
nature of any such 
misstatements. 

•  

• In our opinion:  

• the information given in the 
Directors’ report for the 
financial year for which the 
financial statements are 
prepared is consistent with the 
financial statements; and 

• the Directors’ report has been 
prepared in accordance with 
the Maltese Companies Act 
(Cap. 386). 

• We have nothing to report to you 
in respect of the other responsibilities, 
as explicitly stated within the Other 
information section. 

 Other matters on which we 
are required to report by 
exception  

We also have responsibilities 
under the Maltese Companies 
Act (Cap. 386) to report to you 
if, in our opinion: 

● adequate accounting 

records have not been 
kept, or returns adequate 
for our audit have not been 

We have nothing to report to you in 
respect of these responsibilities. 
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Area of the Annual Report 
and Financial Statements 
2025 and the related 
Directors’ responsibilities 

Our responsibilities Our reporting 

received from branches 
not visited by us. 

● the financial statements 
are not in agreement with 
the accounting records 
and returns. 

● we have not received all 
the information and 
explanations which, to the 
best of our knowledge and 
belief, we require for our 
audit.  

 

 

Other matter - use of this report 

Our report, including the opinions, has been prepared for and only for the Company’s shareholders 

as a body in accordance with Article 179 of the Maltese Companies Act (Cap. 386) and for no 

other purpose. We do not, in giving these opinions, accept or assume responsibility for any other 

purpose or to any other person to whom this report is shown or into whose hands it may come 

save where expressly agreed by our prior written consent. 

 

Appointment 

We were first appointed as auditors of the Company on 24 June 2019.  Our appointment has been 

renewed annually by shareholder resolution representing a total period of uninterrupted 

engagement appointment of 7 years. 
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Romina Soler 

Principal 

For and on behalf of 

PricewaterhouseCoopers 

78, Mill Street 

Zone 5, Central Business District 

Qormi 

Malta 

24 March 2026
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STATEMENT OF PROFIT OR LOSS 
 

  Year ended 

31 December 

2025 

 Year ended 

31 December 

2024 

     
 Notes €’000  €’000 

     

Insurance revenue 1.11(h) 1,294  965 

     

Insurance service expense 1.11(h) (853)  (528) 

     

Net expenses from reinsurance contracts held 1.11(h) (103)  (256) 

     

Insurance service result  338  181 

     

Net investment income 10 308  391 

     

Finance expense from insurance contracts issued 10 (51)  (116) 

Finance income from reinsurance contracts held 10 24  63 

     

Net insurance finance expense  (27)  (53) 

     

Other operating expenses 8 (213)  (263) 

     

Profit before income tax  406  256 

     

Income tax expense 13 (26)  (13) 

     

Profit for the year  380  243 

 

The notes on pages 18 to 58 are an integral part of these financial statements. 
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STATEMENT OF FINANCIAL POSITION 
   As at  

31 December 

 As at  

31 December 

   2025  2024 

 Notes  €’000  €’000 

ASSETS      

Cash and cash equivalents 4  5,598  4,148 

Financial assets at fair value through 

profit or loss  

9  7,104  6,969 

Reinsurance contract assets 1.11 (i)  2,184  1,544 

Other assets 5  403  288 

Intangible assets 14  135  151 

Fixed assets 15  19  26 

Total assets   15,443  13,126 

      

LIABILITIES      

Current income tax liabilities   13  - 

Other current liabilities 7  210  254 

Insurance contract liabilities 1.11 (i)  7,373  5,351 

Deferred income tax liabilities 13  16  5 

Total liabilities   7,612  5,610 

      

EQUITY      

Share capital 6  5,800  5,800 

Retained earnings   2,031  1,716 

Total equity   7,831  7,516 

      

Total equity and liabilities   15,443  13,126 

 

The notes on pages 18 to 58 are an integral part of these financial statements. 

 

The financial statements on pages 14 to 58 were approved and authorised for issue by the Board on  

24 March 2026 and signed on its behalf by: 

 

 

 

 

Oliver Bate Joseph Demanuele 

Director Director 
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STATEMENT OF COMPREHENSIVE INCOME 
 

 Year ended 31 

December 2025 

 Year ended 31 

December 2024 

    
 €’000  €’000 

    

Profit for the year and total comprehensive 

income 380  243 

 

 

STATEMENT OF CHANGES IN EQUITY 
 

 

For the year ended 31 December 2025 
 Share Retained  Total 

  capital earnings  

  €’000 €’000 €’000 

     

Balance at 1 January 2025  5,800 1,716 7,516 

     

Total comprehensive income      

  Profit for the year  - 380 380 

     

Transactions with owners     

Dividend Paid (note 6)  - (65) (65) 

     

     
     Balance as at 31 December 2025  5,800 2,031 7,831 

     
     

 

For the year ended 31 December 2024 
 Share Retained  Total 

  capital earnings  

  €’000 €’000 €’000 

     

Balance at 1 January 2024  5,800 1,473 7,273 

     

Total comprehensive income      

  Profit for the year  - 243 243 

     

     
     Balance as at 31 December 2024  5,800 1,716 7,516 

     
     

 

The notes on pages 18 to 58 are an integral part of these financial statements. 
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STATEMENT OF CASH FLOWS   
  Year ended 

31 December  

2025 

 Year ended 

31 December 

2024 

     
 Notes €’000  €’000 

Cash flows from operating activities      

Profit for the year   380  243 

Adjustments for:      

Changes in insurance and reinsurance contract assets / 

liabilities 

  1,382  829 

Net unrealised gains on investments  10 (45)  (179) 

Net interest income   (263)  (211) 

(Decrease) / Increase in other current liabilities   (44)  98 

Increase in other assets   (100)  (73) 

Depreciation and amortisation of fixed and intangible 

assets 

  23  2 

Income tax expense  13 26  13 

Income tax paid   -  - 

Net cash generated from operating activities   1,359  722 

      

Cash flows from investing activities      

Purchase of financial investments   (2,016)  (2,540) 

Sales and maturities of financial investments   1,917  2,375 

Interest received   255  227 

Net cash generated from investing activities   156  62 

      

Cash flows from financing activities      

Dividend paid (note 6)   (65)  - 

Net cash used in financing activities   (65)  - 

      

      

Movement in cash and cash equivalents   1,450  784 

      

Cash and cash equivalents - beginning of year   4,148  3,364 

      

Cash and cash equivalents - end of year   5,598  4,148 

 

 

The notes on pages 18 to 58 are an integral part of these financial statements. 
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Notes to the financial statements 
 

1. Summary of material accounting policies 

 

The principal accounting policies applied in the preparation of these financial statements are set out 

below. These policies have been applied consistently to all the periods presented, including the prior 

period, unless otherwise stated.  

 

1.1 General information 

 

First European Title Insurance Company Limited (“the Company”) is a limited liability company 

incorporated and domiciled in Malta in accordance with the Maltese Insurance Business Act, 1998 and 

the Maltese Companies Act (Cap. 386). The registered office of the Company is Portomaso Business 

Centre, Vjal Portomaso, San Giljan, PTM01, Malta. 

 

The Company’s principal activity is to transact title insurance business in Europe in terms of the 

Maltese Insurance Business Act, 1998.  The Company currently has passporting rights to conduct 

business in various European jurisdictions. 

 

1.2 Basis of preparation 

 

These financial statements are prepared in accordance with International Financial Reporting 

Standards (“IFRSs”) as adopted by the EU and with the requirements of the Maltese Companies Act 

(Cap. 386). 

 

These financial statements are prepared on a going concern basis of accounting under the historical 

cost convention as modified by the fair valuation of financial assets through profit or loss (FVTPL).  

 
The statement of financial position is organised in decreasing order of liquidity, with additional 
disclosures on the current or non-current nature of the Company’s assets and liabilities provided within 
the notes to the financial statements. 
 
The preparation of financial statements in conformity with IFRSs requires the use of certain critical 
accounting estimates. It also requires directors to exercise their judgement in the process of applying 
the Company’s accounting policies. The areas involving a higher degree of judgement or complexity, 
or areas where assumptions and estimates are significant to the financial statements, are disclosed in 
Note 3. 

 

Standards, interpretations and amendments to published standards effective in 2025 
In 2025, the Company adopted new standards, amendments and interpretations to existing standards 
that are mandatory for the Company’s accounting period beginning on 1 January 2025. The adoption 
of these revisions to the requirements of IFRSs as adopted by the EU did not have significant impact 
on the Company’s financial statements. 
 

Standards, interpretations and amendments to published standards that are not yet effective  
Certain new standards, amendments and interpretations to existing standards have been published 
by the date of authorisation for issue of these financial statements but are mandatory for the 
Company’s accounting periods beginning on or after 1 January 2026. The Company has not early 
adopted these revisions to the requirements of IFRSs as adopted by the EU, and the Company’s 
directors are of the opinion that there are no requirements that will have a material impact on the 
Company’s financial statements in the period of initial application. 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.3 Foreign currency translation 

 

(a) Functional and presentation currency 

Items included in the financial statements are measured using the currency of the primary economic 

environment in which the entity operates (the “functional currency”), being the Euro (“EUR”), which is 

also the Company’s presentation currency. 

 

(b) Transactions and balances 

Transactions in foreign currencies are recorded using the rate of exchange ruling at the end of the 

month before the month in which the transaction occurs. Monetary assets and liabilities denominated 

in foreign currencies are translated using the rate of exchange ruling at the statement of financial 

position date and the gains or losses on translation are included in the statement of comprehensive 

income. 

 
1.4 Offsetting financial instruments 

 
Financial assets and liabilities are offset and the net amount reported in the statement of financial 

position when there is a legally enforceable right to offset the recognised amounts and there is an 

intention to settle on a net basis, or to realize the asset and settle the liability simultaneously. 

 

1.5 Cash and cash equivalents 

 

Cash and cash equivalents include cash in hand, deposits held at call with banks (i.e., cash at bank), 

other short-term highly liquid investments with original maturities of three months or less and bank 

overdrafts. Bank overdrafts, when applicable, are shown within borrowings in current liabilities. 
 

1.6 Share capital  

 

Ordinary shares are classified as equity when there is no obligation to transfer cash or other assets. 

 

1.7 Trade and other payables 
 

Trade and other payables are initially recognised at fair value and subsequently measured at 

amortised cost. Accrued liabilities pertain to estimated obligations in the absence of a confirming 

document, such as a supplier invoice. Trade and other payables are derecognised when they are 

extinguished, cancelled or expired. 

 

1.8 Current and deferred tax  

Current tax 

Current tax is the amount of income tax payable in respect of the taxable profit for the period. Tax is 

calculated on the basis of tax rates and laws that have been enacted or substantively enacted by the 

period end. Management periodically evaluates positions taken in tax returns with respect to situations 

in which applicable tax regulation is subject to interpretation. It establishes provisions where 

appropriate on the basis of amounts expected to be paid to the tax authorities. 

The current income tax charge is calculated on taxable income for the period using the effective 

consolidated tax rate of 5% (2024: 5%) as the Company invoked for fiscal unity on 31 December 2020. 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 
 
1.8 Current and deferred tax – continued 

Deferred tax 

Deferred income tax is provided using the liability method, for all temporary differences arising between 

the tax basis of assets and liabilities and their carrying values for financial reporting purposes. 

Unrelieved tax losses and other deferred tax assets are only recognised when it is probable that they 

will be recovered against the reversal of deferred tax liabilities or other future taxable profits. 

Deferred tax is measured using tax rates and laws that have been enacted or substantively enacted 

by the period end and that are expected to apply to the reversal of the timing difference. 

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current 

tax assets against current tax liabilities and when the deferred tax assets and liabilities relate to income 

taxes levied by the same taxation authority on either the same taxable entity or different taxable entities 

where there is an intention to settle the balances on a net basis. 

 

1.9 Financial assets 

 

Financial assets  

The Company’s financial assets include cash and cash equivalents, corporate bond investments and 

accrued interest receivable. 

 

Financial assets are recognised when the Company becomes a party to the contractual provisions of 

the instrument. Financial assets are derecognised when the contractual rights to the cash flows from 

the financial assets expire or when the entity transfers the financial asset and the transfer qualifies for 

de-recognition. 

 

The Company assesses which business models apply to the financial assets held by the Company. 

The classification depends on the Company’s business model for managing the financial assets and 

the contractual terms of the cash flows. Management determines the classification of the Company’s 

financial assets at initial recognition and reclassifies these debt instruments when and only when its 

business model for managing those assets changes. 

 

The Company has applied IFRS 9 and classifies its financial assets in the following measurement 

categories: 
 

• Fair value through profit and loss or FVTPL; and 

• Measured at amortised cost. 

 

Measured at amortised cost: Assets that are held for collection of contractual cash flows where those 

cash flows represent solely payments of principal and interest, and that are not designated at FVTPL, 

are measured at amortised cost. These amounts are recognised initially at fair value plus directly 

attributable transaction costs and subsequently measured at amortised cost.  The carrying amount of 

these assets is adjusted by any expected credit loss allowance recognised. Interest income from these 

financial assets is included in investment income using the effective interest rate method.  The 

Company’s financial assets classified as measured at amortised cost include accrued interest 

receivable, and cash and cash equivalents. 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.9 Financial assets – continued 
 
Fair value through profit or loss or FVTPL: Assets that do not meet the criteria for measured at 
amortised cost or fair value through other comprehensive income are measured at FVTPL. Financial 
assets at FVTPL are initially recognised at fair value. Transaction costs are expensed as incurred in 
the statement of comprehensive income. Gains or losses on investments that are subsequently 
measured at FVTPL and are not part of hedging relationships are recognised in the profit or loss and 
presented in the profit or loss statement within investment income in the period in which they arise. 
The Company’s financial assets classified as measured as FVTPL are investments in corporate bonds. 

 

Financial assets are classified as current assets if they are expected to be settled within twelve months 

or within the normal operating cycle; otherwise, they are classified as non-current. 

 

The Company’s financial assets measured at amortised cost are reviewed for expected credit losses. 

The impairment methodology applied depends on whether there has been a significant increase in 

credit risk. The Company measures loss allowances at an amount equal to lifetime expected credit 

losses, except for the following, which are measured at 12-month expected credit losses (i.e., resulting 

from default events that are possible within 12 months after the reporting date or a shorter period if the 

expected life of the instrument is less than 12 months): 

 

• Debt instruments that are determined to have low credit risk at the reporting date; and 

• Debt instruments for which credit risk (i.e., the risk of default occurring over the expected life of 

the financial instrument) has not increased significantly since initial recognition. 

 

The Company considers a debt instrument to have low credit risk when its credit risk rating is 

equivalent to the globally-understood definition of ‘investment grade’ (i.e., typically, at least ‘BBB-’ 

rating under S&P’s). 

 

Any impairment is recognised directly in the statement of comprehensive income. If in a subsequent 

period, the amount of the impairment loss decreased, the previously recognised expected credit loss 

is reversed by adjusting the allowance account. The amount of the reversal is recognised in the 

statement of comprehensive income. 

 

Financial assets relating to cash and cash equivalents are subject to impairment review, although the 

identified impairment loss was immaterial. 

 

 

1.10 Investment income 

 

Investment income comprises fair value movements on FVTPL financial assets and interest income, 

and is net of investment expenses, charges and interest. Interest and expenses are accounted for on 

an accruals basis. 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business 

 

(a) Definition and classification 

Insurance contracts are contracts under which the Company accepts significant insurance risk from a 

policyholder by agreeing to compensate the policyholder if a specified uncertain future event adversely 

affects the policyholder.  In making this assessment, all substantive rights and obligations, including 

those arising from law or regulation, are considered on a contract-by-contract basis. The Company 

uses judgement to assess whether a contract transfers insurance risk (i.e., if there is a scenario with 

commercial substance in which the Company has the possibility of a loss on a present value basis) 

and whether the accepted insurance risk is significant. 

 

In the normal course of business, the Company uses reinsurance to mitigate its risk exposures. A 

reinsurance contract transfers significant insurance risk if it transfers substantially all of the 

insurance risk resulting from the insured portion of the underlying insurance contracts, even if it 

does not expose the reinsurer to the possibility of a significant loss.  

 

All references to insurance contracts in these financial statements apply to insurance contracts 

issued, and reinsurance contracts held, unless specifically stated otherwise. 

 

(b) Unit of account 

The Company manages all insurance contracts within the single line of business written as these are 

all similar risks. The contracts are then disaggregated into groups of contracts that are issued within a 

calendar year.  These groups represent the level of aggregation at which the insurance contracts are 

initially recognised and measured. Such groups are not subsequently reconsidered. These groups of 

contracts are also considered as to whether they are: 

• Contracts that are onerous at initial recognition; 

• Contracts that at initial recognition have no significant possibility of becoming onerous 

subsequently; or 

• A group of remaining contracts. 

 

For each portfolio of contracts, the Company determines the appropriate level at which reasonable 

and supportable information is available to assess whether these contracts are onerous at initial 

recognition and whether non-onerous contracts have a significant possibility of becoming onerous. 

This level of granularity determines sets of contracts. 

 

Portfolios of reinsurance contracts held are assessed for aggregation separately from portfolios of 

insurance contracts issued. Applying the grouping requirements to reinsurance contracts held, the 

Company aggregates reinsurance contracts held by coverage concluded within a calendar year 

(annual cohorts) into groups of: (i) contracts for which there is a net gain at initial recognition, if any; 

(ii) contracts for which, at initial recognition, there is no significant possibility of a net gain arising 

subsequently; and (iii) remaining contracts in the portfolio, if any.  

 

Reinsurance contracts held are assessed for aggregation requirements on an individual contract basis. 

 

Upon adoption of IFRS 17 the Company aggregated historical contracts by individual underwriting 

year. It is noted that the Company commenced issuing policies in 2020. 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

Before the Company accounts for an insurance contract based on the guidance in IFRS 17, it analyses 

whether the contract contains components that should be separated. IFRS 17 distinguishes three 

categories of components that have to be accounted for separately: 

• cash flows relating to embedded derivatives that are required to be separated; 

• cash flows relating to distinct investment components; and 

• promises to transfer distinct goods or distinct non-insurance services. 

 

The Company applies IFRS 17 to all remaining components of the contract. The Company does not 

have any contracts that require further separation or combination of insurance contracts.  

 

(c) Recognition, modification and derecognition 

 

Accounting for contract recognition 

 

Groups of insurance contracts issued are initially recognised from the earliest of the following:  

• the beginning of the coverage period; 

• the date when the first payment from the policyholder is due or actually received, if there is no 

due date; and  

• when the Company determines that a group of contracts becomes onerous. 

 

This assessment applies to all policies, including those issued in relation to commercial transactions 

where the coverage commences upon issuance of the policy, rather than when the payment is 

received, which may not be due until the completion of the underlying transaction.  

 

Reinsurance contracts held are recognised as follows: 

• a group of reinsurance contracts held that provide proportionate coverage (quota share 
reinsurance) is recognised at the later of:  

i. the beginning of the coverage period of the group; and 
ii. the initial recognition of any underlying insurance contract; 

• all other groups of reinsurance contracts held are recognised from the beginning of the 
coverage period of those groups unless the Company entered into the reinsurance contract 
held at or before the date when an onerous group of underlying contracts is recognised prior 
to the beginning of the coverage period of the group of reinsurance contracts held, in which 
case the reinsurance contract held is recognised at the same time as the group of underlying 
insurance contracts is recognised. 

 

Only contracts that meet the recognition criteria by the end of the reporting period are included in the 

groups. When contracts meet the recognition criteria in the groups after the reporting date, they are 

added to the groups in the reporting period in which they meet the recognition criteria, subject to the 

annual cohorts’ restriction. Composition of the groups is not reassessed in subsequent periods. 

 

It is noted that in determining whether a group of contracts has become onerous, the future net cash 

outflows are compared to the net CSM and if such outflows exceed the CSM then the group is 

considered to become onerous. This would include such instances where the favorable variances in 

cash flows for incurred coverage exceed the adverse variances in cash flows for remaining coverage. 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(c) Recognition, modification and derecognition – continued 

 

Accounting for contract modifications and derecognition 

 

Insurance contracts acquired in a business combination or a portfolio transfer are accounted for as if 

they were written by the Company at the date the business combination or portfolio transfer completed. 

 

An insurance contract is derecognised when it is: 

• extinguished (that is, when the obligation specified in the insurance contract expires or is 
discharged or cancelled); or 

• the contract is modified and additional criteria discussed below are met. 

 

When an insurance contract is modified by the Company as a result of an agreement with the 

counterparties or due to a change in regulations, the Company treats changes in cash flows caused 

by the modification as changes in estimates of the fulfilment cash flows (‘FCF’), unless the conditions 

for the derecognition of the original contract are met. The Company derecognises the original contract 

and recognises the modified contract as a new contract if any of the following conditions are present: 

• if the modified terms had been included at contract inception and the Company would have 
concluded that the modified contract: 

i. is not within the scope of IFRS 17; 
ii. results in different separable components; 
iii. results in a different contract boundary; or 
iv. belongs to a different group of contracts. 

 

When a new contract is required to be recognised as a result of modification and it is within the scope 

of IFRS 17, the new contract is recognised from the date of modification and is assessed for, amongst 

other things, contract classification, component separation requirements and aggregation 

requirements. 

 

Title insurance contracts are issued with cover normally provided in perpetuity. Once issued, additional 

cover or amendments to cover may be made through the issuance of a separate endorsement.  Such 

an endorsement would be treated as a modification to the original policy issued and would not be 

expected to result in the derecognition of the original contract as the above criteria would not be fully 

satisfied.  Nor would endorsements result in: 

• The original contract being excluded from the scope of IFRS 17 had it applied at inception; 

• The original contract being amended to an insurance contract that would be treated differently 

under IFRS 17 had it applied at inception; 

• The original contract being amended to have differing contract boundaries had it applied at 

inception; or 

• The original contract being amended to be included within a different group of contracts had 

it applied at inception. 

 

It is noted that the Company does not issue any contracts with direct participation features and all 

contracts are measured using the General Measurement Model (GMM) approach.  It is not anticipated 

that derecognition of issued contracts of insurance would occur. 
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Notes to the financial statements – continued 
 

Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(d) Measurement 

 

The Company offers cover for one line of business only, being title insurance contracts.  The Company 

has applied IFRS 17 and uses the GMM approach. 

 

Fulfilment cash flows 

The fulfilment cash flows (FCF) are the current estimates of the future cash flows within the contract 

boundary of a group of contracts that the Company expects to collect from premiums and pay out for 

claims, benefits and expenses, adjusted to reflect the timing and the uncertainty of those amounts. 

The estimates of future cash flows: 

• are based on a probability weighted mean of the full range of possible outcomes; 

• are determined from the perspective of the Company, provided the estimates are consistent 

with observable market prices for market variables; and 

• reflect conditions existing at the measurement date. 

 

The estimates of future cash flows are adjusted using current discount rates to reflect the time value 

of money and the financial risks related to those cash flows, to the extent they are not included in the 

estimates of cash flows. The discount rates reflect the characteristics of the cash flows arising from 

the groups of insurance contracts, including timing, currency and liquidity of cash flows. The 

determination of the discount rate that reflects the characteristics of the cash flows and liquidity 

characteristics of the insurance contracts requires significant judgement and estimation. 

 

Risk of the Company’s non-performance is not included in the measurement of groups of insurance 

contracts issued. In the measurement of reinsurance contracts held, the probability weighted estimates 

of the present value of future cash flows include potential credit losses and other disputes with the 

reinsurers to reflect the non-performance risk of the reinsurers. 

 

The Company estimates certain FCF at the group of contracts level and then allocates such estimates 

to the underlying groups of contracts.  The Company uses consistent assumptions to measure the 

estimates of the present value of future cash flows for both the groups of reinsurance contracts held 

and the groups of underlying insurance contracts. 

 

As insurance contracts are issued by the Company with cover given in perpetuity, the Company 

recognises the CSM over the period for which insurance services are anticipated under the contracts 

issued based on the coverage units. The total number of coverage units in a group is the quantity of 

service provided by the contracts in the group over the expected coverage period. The Company 

recognises a portion of the risk adjustment for non-financial risk relating to the Liability for Remaining 

Coverage (LRC) in insurance revenue as the risk is released. 

 

Contract boundary 

The Company uses the concept of contract boundary to determine what cash flows should be 

considered in the measurement of groups of insurance contracts. This assessment is reviewed every 

reporting period.  Cash flows are within the boundary of an insurance contract if they arise from the 

rights and obligations that exist during the period in which the contract of insurance is issued and the 

Company has a substantive obligation to provide the policyholder with insurance coverage or other 

services. 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(d) Measurement – continued 

 

A substantive obligation ends when: 

 

• the Company has the practical ability to reprice the risks of the particular policyholder or change 
the level of benefits so that the price fully reflects those risks; or 

• both of the following criteria are satisfied: 
i. the Company has the practical ability to reprice the contract or a portfolio of contracts so that 

the price fully reflects the reassessed risk of that portfolio; and 
ii. the pricing of premiums up to the date when risks are reassessed does not reflect the risks 

related to periods beyond the reassessment date. 

 

In assessing the practical ability to reprice, risks transferred from the policyholder to the Company, 

such as insurance risk and financial risk, are considered; other risks, such as lapse or surrender and 

expense risk, are not included. 

 

Cash flows outside the insurance contracts boundary relate to future insurance contracts and are 

recognised when those contracts meet the recognition criteria. 

 

For groups of reinsurance contracts held, cash flows are within the contract boundary if they arise 

from substantive rights and obligations of the Company that exist during the reporting period in which 

the Company is compelled to pay amounts to the reinsurer or in which the Company has a substantive 

right to receive insurance contract services from the reinsurer. 

 

The reinsurance contracts held provide coverage for claims incurred in relation to insurance contracts 

issued during a calendar year.  Thus, all cash flows arising from claims incurred and expected to be 

incurred in relation to such insurance contracts are included in the measurement of the reinsurance 

contracts held. 

 

Cash flows that are not directly attributable to a portfolio of insurance contracts, such as investment 

management fees, are recognised in other operating expenses as incurred. 

 

Insurance acquisition costs 

The Company defines acquisition cash flows as cash flows that arise from costs of selling, underwriting 

and starting a group of insurance contracts (issued or expected to be issued) and that are directly 

attributable to the portfolio of insurance contracts to which the group belongs. 

 

Insurance acquisition cash flows are allocated to groups of insurance contracts on a systematic and 

rational basis. Where applicable, insurance acquisition cash flows that are directly attributable to a 

group of insurance contracts are allocated to that group. Insurance acquisition cash flows not directly 

attributable to a group of contracts but directly attributable to a portfolio of contracts are allocated to 

groups of contracts in the portfolio or expected to be in the portfolio. 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(d) Measurement – continued 

 

Risk adjustment for non-financial risk 

The risk adjustment for non-financial risk is applied to the present value of the estimated future cash 

flows and reflects the compensation the Company requires for bearing the uncertainty about the 

amount and timing of the cash flows from non-financial risk as the Company fulfils insurance contracts. 

 

For reinsurance contracts held, the risk adjustment for non‑financial risk represents the amount of risk 

being transferred by the Company to the reinsurer. 

 

The risk adjustment represents compensation for uncertainty and as such the estimates are made on 

the degree of diversification benefits and expected favorable and unfavorable outcomes in a way that 

reflects the Company’s degree of risk aversion. The Company estimates an adjustment for non-

financial risk separately from all other estimates. 

 

The risk adjustment was calculated and applied to each group of contracts.  As a mono-line insurer, 

all groups of contracts have aligned risk profiles.  Due to the nature of title insurance, the volatility in 

claims activity, the term over which coverage is provided and the limited amount of claims data 

available, the Board of the Company apply a risk adjustment margin through a 35% uplift to gross best 

estimate technical provisions (2024; 25%) and nil uplift to the reinsurers’ share of the best estimate 

technical provisions (2024; nil), to calculate a net risk adjustment margin.  The resulting uplift on the 

reserves gives a gross confidence level of 75%-79% (2024: 85%) and a net confidence level of 79%-

82% (2024: 76%-78%). The uplift in the percentage applied during the year reflects the updated 

actuarial analysis of the claims data, inclusive of an additional year of claims development and 

reflective of the non-UK European claims experience. 

 

The methods used to determine the risk adjustment for non-financial risk were not changed in 2025 

(2024: unchanged), albeit the assumptions were amended as above to maintain a comparable 

confidence level on a net basis. 

 

Initial measurement; Contractual service margin 

The CSM is a component of the carrying amount of the asset or liability for a group of insurance 

contracts issued representing the unearned profit that the Company will recognise as it provides 

coverage in the future. 

 

At initial recognition, the CSM is an amount that results in no income or expenses (unless a group of 

contracts is onerous) arising from: 

• the initial recognition of the FCF; 

• the derecognition at the date of initial recognition of any asset or liability recognised for 

insurance acquisition cash flows; and 

• cash flows arising from the contracts in the group at that date. 

 

When the above calculation results in a net outflow, the group of insurance contracts issued is onerous. 

A loss from onerous insurance contracts is recognised in profit or loss immediately, with no CSM 

recognised on the statement of financial position on initial recognition, and a loss component is 

established in the amount of loss recognised. 
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Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(d) Measurement – continued 

 

Initial measurement; Contractual service margin – continued 

For groups of reinsurance contracts held, any net gain or loss at initial recognition is recognised as the 

CSM unless the net cost of purchasing reinsurance relates to past events, in which case the Company 

recognises the net cost immediately in profit or loss. For reinsurance contracts held, the CSM 

represents a deferred gain or loss that the Company will recognise as a reinsurance expense as it 

receives insurance contract services from the reinsurer in the future and is calculated as the sum of:  

 
i. the initial recognition of the FCF; 
ii. cash flows arising from the contracts in the group at that date; and 
iii. any income recognised in profit or loss when the Company recognises a loss on initial recognition 

of an onerous group of underlying insurance contracts or on addition of onerous underlying 
insurance contracts to that group. 

 

A loss-recovery component is established or adjusted within the remaining coverage for reinsurance 

contracts held for the amount of income recognised in iv. above. This amount is calculated by 

multiplying the loss recognised on underlying insurance contracts by the percentage of claims on 

underlying insurance contracts that the Company expects to recover from the reinsurance contracts 

held that are entered into before or at the same time as the loss is recognised on the underlying 

insurance contracts. 

 

Subsequent measurement; Contractual service margin 

The carrying amount at the end of each reporting period of a group of insurance contracts issued is 

the sum of: 

 

• the liability for remaining coverage (LRC), comprising: 

• the FCF related to future service allocated to the group at that date; and 

• the CSM of the group at that date; and 

• the liability for incurred claims (LIC), comprising the FCF related to past service allocated to 

the group at the reporting date. 

 

The carrying amount at the end of each reporting period of a group of reinsurance contracts held is 

the sum of: 

 

• the remaining coverage, comprising: 

• the FCF related to future service allocated to the group at that date; 

• and the CSM of the group at that date; and  

• the incurred claims, comprising the FCF related to past service allocated to the group at the 
reporting date. 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(d) Measurement – continued 

 

Changes in fulfilment cash flows 

The FCF are updated by the Company for current assumptions at the end of every reporting period, 

using the current estimates of the amount, timing and uncertainty of future cash flows and of discount 

rates. 

 

The way in which the changes in estimates of the FCF are treated depends on which estimate is being 

updated:  

• changes that relate to current or past service are recognised in profit or loss; and  

• changes that relate to future service are recognised by adjusting the CSM or the loss 
component within the LRC as per the policy below. 

 

The following adjustments relate to future service and thus adjust the CSM: 

• experience adjustments – arising from premiums received in the period that relate to future 
service and related cash flows such as insurance acquisition cash flows; 

• changes in estimates of the present value of future cash flows in the LRC; and 

• changes in the risk adjustment for non-financial risk that relate to future service. 

 

The adjustments above are measured using discount rates determined on initial recognition (the 

locked-in discount rates). 

 

The following adjustments do not relate to future service and thus do not adjust the CSM: 

• changes in the FCF for the effect of the time value of money and the effect of financial risk 

and changes thereof; 

• changes in the FCF relating to the LIC; and 

• experience adjustments relating to insurance service expenses. 

 

Changes to the contractual service margin 

 

For insurance contracts issued, at the end of each reporting period the carrying amount of the CSM is 

adjusted by the Company to reflect the effect of the following changes: 
i. The effect of any new contracts added to the group.  
ii. Interest accreted on the carrying amount of the CSM.  
iii. Changes in the FCF relating to future service are recognised by adjusting the CSM. Changes 

in the FCF are recognised in the CSM to the extent that the CSM is available. When an 
increase in the FCF exceeds the carrying amount of the CSM, the CSM is reduced to zero, 
the excess is recognised in insurance service expenses and a loss component is recognised 
within the LRC. When the CSM is zero, changes in the FCF adjust the loss component within 
the LRC with the corresponding expense recognised within the insurance service expenses. 
The excess of any decrease in the FCF over the loss component reduces the loss component 
to zero and reinstates the CSM.  

iv. The effect of any currency exchange differences, where applicable.  
v. The amount recognised as insurance revenue for insurance contract services provided during 

the period, determined after all other adjustments above. 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(d) Measurement – continued 

 

For reinsurance contracts held, at the end of each reporting period, the carrying amount of the CSM 

is adjusted by the Company to reflect the effect of the following changes: 
i. The effect of any new contracts added to the group.  
ii. Interest accreted on the carrying amount of the CSM.  
iii. Income recognised in profit or loss when the entity recognises a loss on initial recognition of 

an onerous group of underlying insurance contracts or on addition of onerous underlying 
insurance contracts to that group. A loss recovery component is established or adjusted 
within the remaining coverage for reinsurance contracts held for the amount of income 
recognised. 

iv. Reversals of a loss-recovery component other than changes in the FCF of reinsurance 
contracts held. 

v. Changes in the FCF, to the extent that the change relates to future service, unless the 
change results from a change in FCF allocated to a group of underlying insurance contracts 
that does not adjust the CSM for the group of underlying insurance contracts. 

vi. The effect of any currency exchange differences. 
vii. The amount recognised in profit or loss for insurance contract services received during the 

period, determined after all other adjustments above. 

 

Income referred to in (iii) above is calculated by multiplying the loss recognised on underlying 

insurance contracts by the percentage of claims on underlying insurance contracts that the Company 

expects to recover from the reinsurance contract held that is entered into before or at the same time 

as the loss is recognised on the underlying insurance contracts.  

 

Interest accretion on the CSM  

 

Under the GMM, interest is accreted on the CSM using discount rates determined at initial recognition 

that are applied to nominal cash flows that do not vary based on the returns of underlying items. 

 

Adjusting the CSM for changes in the FCF relating to future service  

 

The CSM is adjusted for changes in the FCF, measured applying the discount rates as specified in the 

Changes in fulfilment cash flows section above. 

 

Release of the CSM to profit or loss  

 

The amount of the CSM recognised in profit or loss for insurance contract services in the period is 

determined by the allocation of the CSM remaining at the end of the reporting period over the current 

and remaining expected coverage period of the group of insurance contracts based on coverage units. 

 

The coverage period is defined as a period during which the Company provides insurance contract 

services. Insurance contract services include coverage for an insured event (insurance coverage). 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(d) Measurement – continued 

 

For contracts issued, the Company determines the coverage period for the CSM recognition as follows: 

• Contracts issued by the Company provide cover in the main in perpetuity and as such do not 

include stipulated coverage periods. 

• Therefore, to estimate the coverage period over which the CSM is to be released, the 

Company utilises the expected emergence of reported claims as the basis for determining 

length of coverage. 

• The expected emergence of reported claims is provided by the independent actuary alongside 

their estimated best estimate for claim cash flows. 

• Further details on the significant judgements and estimates in applying IFRS 17 are detailed 

in Note 3. 

 

The total number of coverage units in a group is the quantity of service provided by the contracts in 

the group over the expected coverage period. The coverage units are determined at each reporting 

period-end prospectively by considering: 
i. the quantity of benefits provided by contracts in the group; 
ii. the expected coverage period of contracts in the group; and 
iii. the likelihood of insured events occurring, only to the extent that they affect the expected 

coverage period of contracts in the group. 

 

The Company uses the amount that it expects the policyholder to be able to validly claim in each period 

if an insured event occurs as the basis for the quantity of benefits with respect to insurance coverage. 

 

The Company determines coverage units as follows: 

• The number of coverage units in a group is the quantity of service provided by the contracts 

in the group, determined by considering for each contract the quantity of benefits provided 

under a contract. 

• The Company considers the maximum contractual cover to represent coverage units for all 

policies issued and considers coverage units to be uniform throughout the coverage period. 

• The CSM at the end of the period, prior to recognition of any amounts in the profit and loss, is 

applied equally to each coverage unit provided in the current period and expected to be 

provided in the future.  

 

For reinsurance contracts held, the CSM is released to profit or loss as insurance contract services 

are received from the reinsurer in the period, reflecting the risk attaching nature of the reinsurance 

contracts held.  

 

Coverage units for the reinsurance contracts held are based on the insurance coverage provided by 

the reinsurer, and they are determined by the ceded policies’ fixed face values, taking into account 

new business projected within the reinsurance contract boundary.  

 

The coverage period for these contracts is determined based on the coverage period of all underlying 

contracts whose cash flows are included in the reinsurance contract boundary. Refer to the Contract 

boundary section above. 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(d) Measurement – continued 

 

Onerous contracts – Loss component 

When adjustments to the CSM exceed the amount of the CSM, the group of contracts becomes 

onerous and the Company recognises the excess in insurance service expenses, and it records the 

excess as a loss component of the LRC. 

 

When a loss component exists, the Company allocates the following between the loss component and 

the remaining component of the LRC for the respective group of contracts, based on the ratio of the 

loss component to the FCF relating to the expected future cash outflows: 
i. expected incurred claims and other directly attributable expenses for the period; 
ii. changes in the risk adjustment for non-financial risk for the risk expired; and 
iii. finance income (expenses) from insurance contracts issued. 

 

The amounts of loss component allocation in (i) and (ii) above reduce the respective components of 

insurance revenue and are reflected in insurance service expenses. 

 

Decreases in the FCF relating to future service in subsequent periods reduce the remaining loss 

component and reinstate the CSM after the loss component is reduced to zero. Increases in the FCF 

relating to future service in subsequent periods increase the loss component. 

 

Reinsurance contracts held – Loss-recovery component 

 

A loss-recovery component is established or adjusted within the asset for remaining coverage for 

reinsurance contracts held for the amount of income recognised in profit or loss when the Company 

recognises a loss on initial recognition of an onerous group of underlying insurance contracts or on 

addition of onerous underlying insurance contracts to that group. 

 

Subsequently, the loss-recovery component is adjusted to reflect changes in the loss component of 

an onerous group of underlying insurance contracts discussed in the Onerous contracts – Loss 

component section above. The loss recovery component is further adjusted, if required, to ensure that 

it does not exceed the portion of the carrying amount of the loss component of the onerous group of 

underlying insurance contracts that the Company expects to recover from the group of reinsurance 

contracts held. 

 

The loss-recovery component determines the amounts that are presented as a reduction of incurred 

claims recovery from reinsurance contracts held and are consequently excluded from the reinsurance 

expenses determination. 

 

(e) Insurance service results from insurance contracts issued 

 

As the Company provides insurance contract services under the group of insurance contracts, it 

reduces the LRC and recognises insurance revenue. The amount of insurance revenue recognised in 

the reporting period depicts the transfer of promised services at an amount that reflects the portion of 

consideration that the Company expects to be entitled to in exchange for those services.  
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(e) Insurance service results from insurance contracts issued – continued 

 

Insurance revenue  

Insurance revenue comprises the following: 

• Amounts relating to the changes in the LRC: 
i. claims and other directly attributable expenses incurred in the period measured at the 

amounts expected at the beginning of the period, excluding: 
(i) amounts allocated to the loss component; 
(ii) amounts of transaction-based taxes collected in a fiduciary capacity; 
(iii) insurance acquisition expenses; and 
(iv) amounts related to the risk adjustment for non-financial risk (see ii.); 

ii. Changes in the risk adjustment for non-financial risk, excluding: 
(i) changes included in insurance finance income / (expenses), where applicable; 
(ii) changes that relate to future coverage (which adjust the CSM); and 
(iii) amounts allocated to the loss component; 

iii. amounts of the CSM recognised for the services provided in the period; and 

iv. experience adjustments – arising from premiums received in the period other than those 

that relate to future service. 

• Insurance acquisition cash flows recovery is determined by allocating the portion of premiums 
related to the recovery of those cash flows: 

 

Insurance service expenses  

Insurance service expenses include the following:  

• incurred claims reduced by loss component allocations;  

• other incurred directly attributable expenses derecognised at the date of initial recognition;  

• changes that relate to past service – changes in the FCF relating to the LIC; and  

• changes that relate to future service – changes in the FCF that result in onerous contract losses 
or reversals of those losses. 

 

Other expenses not meeting the above categories are included in other operating expenses in the 

statement of profit or loss. 

 

Net expenses from reinsurance contracts held  

The Company presents the financial performance of groups of reinsurance contracts held on a net 

basis in net expenses from reinsurance contracts held, comprising the following amounts:  

• reinsurance expenses;  

• incurred claims recovery reduced by loss-recovery component allocations;  

• other incurred directly attributable expenses; 

• changes that relate to past service – changes in the FCF relating to incurred claims recovery;  

• effect of changes in the risk of reinsurers’ non-performance; and  

• amounts relating to accounting for onerous groups of underlying insurance contracts issued:  
i. income on initial recognition of onerous underlying contracts; 
ii. reinsurance contracts held under the GMM: reversals of a loss-recovery component other 

than changes in the FCF of reinsurance contracts held; and 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(e) Insurance service results from insurance contracts issued – continued 

 
iii. reinsurance contracts held under the GMM: changes in the FCF of reinsurance contracts 

held from onerous underlying contracts. 

 

Reinsurance expenses are recognised similarly to insurance revenue. The amount of reinsurance 

expenses recognised in the reporting period depicts the transfer of received insurance contract 

services at an amount that reflects the portion of ceding premiums that the Company expects to pay 

in exchange for those services. 

 

Reinsurance expenses comprise the following amounts relating to the changes in the remaining 

coverage:  

• claims and other directly attributable expenses recovery in the period, measured at the amounts 
expected to be incurred at the beginning of the period, excluding:  

o amounts allocated to the loss-recovery component; and 

o amounts related to the risk adjustment for non-financial risk (as below);  

• changes in the risk adjustment for non-financial risk, excluding:  

o changes included in finance expenses from reinsurance contracts held, where applicable;  

o changes that relate to future coverage (which adjust the CSM); and  

o amounts allocated to the loss-recovery component; 

• amounts of the CSM recognised for the services received in the period; and  

• experience adjustments – arising from premiums paid in the period other than those that relate 

to future service. 

 

Insurance finance income or expenses 

Insurance finance income or expenses comprise the change in the carrying amount of the group of 

insurance contracts arising from:  

• the effect of the time value of money and changes in the time value of money; and  

• the effect of financial risk and changes in financial risk.  

 

As applied by the Company, the main amounts within insurance finance income or expenses are:  

• interest accreted on the FCF and the CSM; and  

• the effect of changes in interest rates and other financial assumptions. 

 

The Company does not disaggregate changes in the risk adjustment for non-financial risk between 

insurance service result and insurance finance income or expenses.  The Company includes all 

insurance finance income or expenses for the period in profit or loss (that is, the profit or loss option is 

applied). It is noted that finance income and expenses relating to assets held are detailed within 

investment income as noted in 1.10 above. 

 

  

Docusign Envelope ID: 079E0FE9-3953-4B77-A709-CF6AC5FDF756



  FIRST EUROPEAN TITLE INSURANCE COMPANY LIMITED 

Notes to the Financial Statements - 31 December 2025 

 

36 

 

Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(f) Sensitivity analysis to underwriting risk variables 

The following table presents information on how reasonably possible changes in assumptions made 

by the Company with regard to underwriting risk variables impact insurance liabilities, profit or loss and 

equity before and after risk mitigation by reinsurance contracts held. The analysis is based on a change 

in an assumption while holding all other assumptions constant. 

 

 2025  2024 

 

FCF 

as at 

31 Dec 

€’000 

Impact 

on 

FCF 

€’000 

Impact 

on 

profit 

€’000 

Impact 

on 

equity 

€’000 

 FCF as 

at 31 

Dec 

€’000 

Impact 

on 

FCF 

€’000 

Impact 

on 

profit 

€’000 

Impact 

on 

equity 

€’000 

Insurance contract liabilities 7,373     5,351    

Reinsurance contract assets (2,184)     (1,544)    

Net insurance contract liabilities 5,189     3,807    

Future claims cash outflows and 

related expenses: 10% increase 
    

 
    

Insurance contract liabilities  324 (114) (109)   285 (124) (118) 

Reinsurance contract assets  (91) 35 34   (83) 33 32 

Net insurance contract liabilities  233 (79) (75)   202 (91) (86) 

 

(g) Composition of the statement of financial position 

The amounts shown on the statement of financial position relate wholly to title insurance and therefore 

a single portfolio.  Therefore, an analysis between portfolios has not been included. A presentation of 

current and non-current portions of the statement of financial position is presented below: 

 

 2025 2024 

 
Current 

portion 

Non-

current 

portion 

Total 
Current 

portion 

Non-

current 

portion 

Total 

 €’000 €’000 €’000 €’000 €’000 €’000 

       

Insurance contract liabilities 1,147 6,226 7,373 1,032 4,319 5,351 

       

Reinsurance contract assets 327 1,857 2,184 240 1,304 1,544 

       

 
It is noted that there are no pre-recognition cash flows recognised by the Company.  
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(h) Insurance revenue and expenses 

An analysis of insurance revenues, insurance service expenses and net expenses from reinsurance 

contracts held is included in the following tables. 

 2025  2024 

 €’000  €’000 

Insurance revenue    

Amounts relating to the changes in the LRC    

- Expected incurred claims and other directly attributable expenses 258  181 

- Changes in the risk adjustment for non-financial risk for the risk 

expired 
42  54 

- CSM recognised for the services provided 306  195 

Insurance acquisition cash flows recovery 688  535 

Total insurance revenue 1,294  965 

Insurance service expenses    

Incurred claims and other directly attributable expenses 498  537 

Changes relating to past service; changes to FCF relating to the LIC (146)  64 

Losses on onerous contracts and reversal of those losses (517)  (594) 

Insurance acquisition cash flows amortisation (688)  (535) 

Total insurance services expenses (853)  (528) 

Net expenses from reinsurance contracts held    

Amounts relating to changes in the remaining coverage    

- Expected incurred claims and other directly attributable recoveries (105)  (20) 

- Changes in the risk adjustment for non-financial risk for the risk 

expired 
-  (10) 

- CSM recognised for the services received (91)  (56) 

Reinsurance expenses (196)  (86) 

Incurred claims recovery (80)  (258) 

Income on onerous contracts and reversal of related income 173  88 

Total net expenses from reinsurance contracts held (103)  (256) 

Total insurance services result 338  181 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(i.i) Movements in insurance and reinsurance contract business 

The following shows the movements in insurance contracts analysed by remaining coverage and 

incurred claims. 

 

 2025 2024 

 

LRC – 

excl 

loss 

comp. 

LRC – 

Loss 

comp. 
LIC Total 

LRC – 

excl 

loss 

comp. 

LRC – 

Loss 

comp. 
LIC Total 

 €’000 €’000 €’000 €’000 €’000 €’000 €’000 €’000 

         

Opening insurance 

liabilities 
4,327 995 29 5,351 3,030 1,098 95 4,223 

         

Insurance revenue (1,294) - - (1,294) (965) - - (965) 

Insurance service expenses         

- Incurred claims and other 

insurance service expenses 
- (644) 146 (498) - (716) 179 (537) 

- Reversals of previous 

onerous contract losses 

recognized 

- 517 - 517 - 594 - 594 

- Changes relating to past 

service; changes to FCF 

relating to the LIC 

- - 146 146 - - (64) (64) 

-Insurance acquisition cash 

flows amortization 
688 - - 688 535 - - 535 

         

Insurance result (606) (127) 292 (441) (430) (122) 115 (437) 

Net finance expense from 

insurance contracts 
52 (2) 1 51 93 19 4 116 

Total changes in the 

statement of profit or loss 
(554) (129) 293 (390) (337) (103) 119 (321) 

         

Cash flows         

- Premiums received 4,942 - - 4,942 3,516 - - 3,516 

- Claims and other directly 

attributable expenses paid 
- - (238) (238) - - (185) (185) 

- Insurance acquisition 

cashflows 
(2,292) - - (2,292) (1,882) - - (1,882) 

Total cash flows 2,650 - (238) 2,412 1,634 - (185) 1,449 

         

Closing liabilities 6,423 866 84 7,373 4,327 995 29 5,351 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

1.11 Accounting for insurance business – continued 

(i.ii) Movements in insurance and reinsurance contract business – continued 

The following shows the movements in insurance contracts analysed by measurement component as 

follows: 

1 Changes in estimates that adjust the CSM reflect updated best estimate and claims development pattern assumptions relating to  non-

onerous cohorts reflecting updated actuarial calculations inclusive of the claims development during the year.   

 2025 2024 

 

PV of 

future 

cash 

flows 

Risk adj. 

for non-

financial 

risk 

CSM Total 

PV of 

future 

cash 

flows 

Risk adj. 

for non-

financial 

risk 

CSM Total 

 €’000 €’000 €’000 €’000 €’000 €’000 €’000 €’000 

         

Opening insurance liabilities 2,353 427 2,571 5,351 1,867 544 1,812 4,223 

Changes that relate to current 

service 
        

- CSM recognised for services 

provided 
- - (306) (306) - - (195) (195) 

- Change in risk adjustment for 

the non-financial risk expired 
- (42) - (42) - (54) - (54) 

- Experience adjustment relating 

to insurance service expenses 
(540) (124) - (664) (557) (165) - (722) 

Changes that relate to past 

service cost 
38 16 - 54 (44) (16) - (60) 

Changes that relate to future 

service cost 
        

- Contracts initially recognised in 

the year 
(2,024) 140 1,884 - (1,266) 71 1,195 - 

- Change in estimate resulting in 

onerous contract losses 
369 148 - 517 512 82 - 594 

- Changes in estimates that 

adjust the CSM1 
15 66 (81) - 348 (56) (292) - 

Insurance service result (2,142) 204 1,497 (441) (1,007) (138) 708 (437) 

Net finance expenses / (income) 

from insurance contracts 
(20) (4) 75 51 44 21 51 116 

Total changes in the 

statement of profit or loss 
(2,162) 200 1,572 (390) (963) (117) 759 (321) 

Cash flows         

- Premiums received 4,942 - - 4,942 3,516 - - 3,516 

- Claims and other insurance 

service expenses 
(238) - - (238) (185) - - (185) 

- Insurance acquisition costs (2,292) - - (2,292) (1,882) - - (1,882) 

Total cash flows 2,412 - - 2,412 1,449 - - 1,449 

Closing liabilities 2,603 627 4,143 7,373 2,353 427 2,571 5,351 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(i.iii) Movements in insurance and reinsurance contract business – continued 

The following shows the movements in reinsurance contracts analysed by assets for remaining 

coverage (ARC) and assets for incurred claims (AIC). 

 

 2025 2024 

 

ARC – 

excl loss 

recovery 

comp. 

ARC – 

Loss 

recovery 

comp. 

AIC Total 

ARC – 

excl loss 

recovery 

comp. 

ARC – 

Loss 

recovery 

comp. 

AIC Total 

 €’000 €’000 €’000 €’000 €’000 €’000 €’000 €’000 

         

Opening reinsurance asset 1,276 245 23 1,544 824 402 19 1,245 

         

Incurred claims recovery - (184) - (184) - (262) 27 (235) 

Reinsurance expenses (196) - - (196) (86) - - (86) 

Changes that relate to past 

service 
- - 104 104 - - (23) (23) 

Reversals of loss recovery 

component and changes in the 

FCF of reinsurance contracts 

held from onerous underlying 

contracts 

- 173 - 173 - 88 - 88 

Net (expense) / income from 

reinsurance contracts held 
(196) (11) 104 (103) (86) (174) 4 (256) 

Net finance income / (expense) 

from reinsurance contracts 
25 (2) 1 24 46 17 - 63 

Total changes in the 

statement of profit or loss 
(171) (13) 105 (79) (40) (157) 4 (193) 

         

Cash flows         

- Premiums paid 793 - - 793 492 - - 492 

- Amounts received (7) - (67) (74) - - - - 

Total cash flows 786 - (67) 719 492 - - 492 

         

Closing reinsurance asset 1,891 232 61 2,184 1,276 245 23 1,544 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

 

(i.iv) Movements in insurance and reinsurance contract business – continued 

The following shows the movements in reinsurance contracts analysed by measurement component 

as follows: 

 2025 2024 

 

PV of 

future 

cash 

flows 

Risk adj. 

for non-

financial 

risk 

CSM Total 

PV of 

future 

cash 

flows 

Risk adj. 

for non-

financial 

risk 

CSM Total 

 €’000 €’000 €’000 €’000 €’000 €’000 €’000 €’000 

         

Opening reinsurance asset 760 - 784 1,544 904 92 249 1,245 

Changes that relate to current 

service 
        

- CSM recognised for services 

provided 
- - (91) (91) - - (56) (56) 

- Change in risk adjustment for 

the non-financial risk expired 
- - - - - (10) - (10) 

- Experience adjustment relating 

to reinsurance service 
(158) - - (158) (311) (23) - (334) 

Changes that relate to future 

services 
        

- Contracts initially recognised in 

the year 
(527) - 527 - (370) - 370 - 

- Reversals of a loss recovery 

component and changes in FCF 

of reinsurance contracts held 

from onerous underlying 

contracts 

146 - - 146 144 - - 144 

- Changes in estimates that 

adjust the CSM1 
(53) - 53 - (142) (63) 205 - 

Net (expense) / income from 

reinsurance contracts held 
(592) - 489 (103) (679) (96) 519 (256) 

         

Net finance (expenses) / income 

from reinsurance contracts 
(6) - 30 24 43 4 16 63 

Total changes in statement of 

profit or loss 
(598) - 519 (79) (636) (92) 535 (193) 

Cash flows         

- Premiums paid 793 - - 793 492 - - 492 

- Claims and other insurance 

service expenses 
(74) - - (74) - - - - 

Total cash flows 719 - - 719 492 - - 492 

         

Closing reinsurance asset 881 - 1,303 2,184 760 - 784 1,544 
1 Changes in estimates that adjust the CSM reflect updated best estimate and claims development pattern assumptions relating to non-

onerous cohorts reflecting updated actuarial calculations inclusive of the claims development during the year.   
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

  

1.11 Accounting for insurance business – continued 

 

(j) Expected recognition of the contractual service margin 

An analysis of the expected recognition of the CSM remaining at the end of the reporting period in 

profit or loss is provided in the following table: 

 

Number of 

years until 

expected to be 

recognised 

 Year ended 31 December 2025  Year ended 31 December 2024 

 Insurance 

contracts issued 

Reinsurance 

contracts held 

 Insurance 

contracts issued 

Reinsurance 

contracts held 

 €’000 €’000  €’000 €’000 

       1  238 67  145 29 

2  247 65  153 37 

3  255 69  158 40 

4  263 73  164 42 

5  272 77  169 45 

6  282 82  175 48 

7  293 87  181 51 

8  304 92  188 54 

9  317 98  195 57 

10  331 106  202 59 

>10  1,341 487  841 322 

       

Total   4,143 1,303  2,571 784 

 

(k) Impact of contracts recognised in the year 

Please note that there were no onerous contract groups for 2025 or 2024 and no contracts were 

acquired during either period from other entities as a result of insurance contract transfers or business 

combinations. Furthermore, no reinsurance contracts held were recognised as generating a net gain 

on initial recognition for 2025 or 2024. 

 

Insurance contracts issued 2025  2024 

 €’000  €’000 

Estimates of the present value of cash outflows    

- Insurance acquisition cash flows (2,440)  (1,910) 

- Claims and other directly attributable expenses (554)  (429) 

Estimates of the present value of cash outflows (2,994)  (2,339) 

Estimates of the present value of cash inflows 5,018  3,605 

Risk adjustment for non-financial risk (140)  (71) 

CSM 1,884  1,195 

    

Reinsurance contracts held 2025  2024 

 €’000  €’000 

    

Estimates of the present value of cash inflows (219)  (176) 

Estimates of the present value of cash outflows 746  546 

Risk adjustment for non-financial risk -  - 

CSM 527  370 
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Notes to the financial statements – continued 
 

1. Summary of material accounting policies – continued 

 

1.11 Accounting for insurance business – continued 

(l) Claims development tables 

The Company provides information on the gross and net claims development for the current period 

back to the year that trading commenced, 2020. Actual claims payments are compared with previous 

estimates of the undiscounted amounts of the claims in the below claims development disclosure on a 

gross of reinsurance basis as at 31 December 2025. 

 

Estimate of gross ultimate claim 

cost 

Claims year 

 2020  2021  2022  2023  2024  2025  Total 

 €’000  €’000  €’000  €’000  €’000  €’000  €’000 

At end of accident year 129  1  11  -  183  145   

1 year later 132  1  61  -  313     

2 years later 138  1  59  -       

3 years later 138  1  60         

4 years later 90  1           

5 years later 90             

              

Cumulative gross paid and other 

directly attributable expenses 
(90)  (1)  (59)  -  (251)  (145)   

Gross cumulative claims liability -  -  1  -  62  -  63 

Effect of the risk adjustment margin 

for non-financial risk 
     

 
  

    
22 

Effect of discounting             (1) 

Gross LIC at year end             84 

 

The following table shows the comparable information on a net of reinsurance basis as at 31 December 

2025. 

Estimate of net ultimate claim 

cost 

Claims year 

 2020  2021  2022  2023  2024  2025  Total 

 €’000  €’000  €’000  €’000  €’000  €’000  €’000 

At end of accident year 70  -  11  -  152  145   

1 year later 69  -  61  -  175     

2 years later 69  -  59  -       

3 years later 70  -  60         

4 years later 39  -           

5 years later 39             

              

Cumulative net paid and other 

directly attributable expenses 
(39)  -  (59)  -  (175)  (145)   

Net cumulative claims liability -  -  1  -  -  -  1 

Effect of the risk adjustment margin 

for non-financial risk 
     

 
  

    
22 

Effect of discounting             - 

Net LIC at year end             23 
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Notes to the financial statements – continued  

 

1.     Summary of material accounting policies – continued 

 

1.12 Fair value  

 
IFRS 13 requires disclosure for fair value measurements by level of the following fair value 
measurement hierarchy for financial instruments that are measured in the statement of financial 
position at fair value: 
 

• Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1). 

• Inputs other than quoted prices included within level 1 that are observable for the asset or 

liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (level 2). 

• Inputs for the asset or liability that are not based on observable market data (that is, 

unobservable inputs) (level 3). 

 

1.13 Related party and related party transactions 

 

Related parties are defined as those that have an ability to control or exercise significant influence 

over the other party in making financial and operating decisions. The Company also considers as 

related parties the Company’s key management personnel who have the authority and responsibility 

for planning, directing and controlling the activities of the entity, directly or indirectly, including any 

director (whether executive or otherwise) of that entity. Details are disclosed in Note 12. 

 

1.14 Intangible assets 

 

Developed computer software is capitalised on the basis of the costs incurred to develop and bring to 

use the specific software. These costs are amortised using the straight-line method over their useful 

lives, which is considered to be ten years, from the period in which the software commences being 

used. 

 

Details are disclosed in Note 14. 

 

1.15 Fixed assets 

 

Tangible assets comprise computer equipment. These are stated at historical cost less depreciation. 

Depreciation is calculated on the straight line method to write off the cost of the assets to their residual 

values over their estimated useful life, with computer equipment depreciated over a period of three 

years. 

 

Any gains or losses on disposal of fixed assets would be determined by reference to their carrying 

amount and are recognised in the profit or loss statement. 

 

Details are disclosed in Note 15. 
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Notes to the financial statements – continued 
 

2. Management of financial and insurance risk 
 
 2.1 Financial risk  
 
 The Company's activities expose it to a variety of financial risks, namely market risk, liquidity risk and 

credit risk. The risk management policies employed by the Company to manage these risks are 
discussed below. 

   
2.1.1 Market risk 

 

Market risk arises from the Company’s use of interest bearing and tradable currency financial 

instruments. It is the risk that the fair value or future cash flows of a financial instrument will fluctuate 

because of changes in interest rates (interest rate risk), foreign exchange rates (currency risk) or other 

market factors (other price risk). 

 

a) Interest rate risk 

 In general, the Company is exposed to risk associated with the effects of fluctuations in the prevailing 

levels of market interest rates. Assets issued at variable rates expose the Company to cash flow 

interest rate risk. The Company’s cash and cash equivalents is exposed to cash flow interest rate risk 

(see Note 4). 

 

In addition, to the extent that claims inflation is correlated to interest rates, liabilities to policyholders 

are exposed to interest rate risk. The Company minimises this risk by holding its investments in readily 

realisable corporate bonds giving it the ability to respond quickly to any changes in prevailing interest 

rates. The following table details those assets held subject to fixed and floating interest rates. 

 

Assets subject to fixed and floating interest rates 

as at 31 December 2025 

Interest 

bearing at 

floating rates 

 Interest 

bearing at 

fixed rates 

 Total 

 €’000  €’000  €’000 

      

Cash and cash equivalents 5,598  -  5,598 

Financial investments 2,530  4,574  7,104 

Total  8,128  4,574  12,702 

 

Assets subject to fixed and floating interest rates as at 

31 December 2024 

Interest 

bearing at 

floating rates 

 Interest 

bearing at 

fixed rates 

 Total 

 €’000  €’000  €’000 

      

Cash and cash equivalents 4,148  -  4,148 

Financial investments 2,316  4,653  6,969 

Total  6,464  4,653  11,117 

 

 

The Company’s main exposure to interest rate risk relates to fair value risks, primarily in relation to the 

value of financial investments, which comprise wholly of corporate bonds. 

  

Docusign Envelope ID: 079E0FE9-3953-4B77-A709-CF6AC5FDF756



  FIRST EUROPEAN TITLE INSURANCE COMPANY LIMITED 

Notes to the Financial Statements - 31 December 2025 

 

46 

 

Notes to the financial statements – continued 
 

2. Management of financial and insurance risk – continued 

 

2.1.1 Market risk – continued 

 

If interest rates at 31 December 2025 would have resulted in assets subject to fixed interest rates to 

be valued 10% lower / (higher), with all other variables held constant, the impact on pre-tax profit for 

the year would have been €457 thousand higher / lower (2024: €465 thousand). The Company’s 

financial instruments subject to cash flow interest rate risk are short-term in nature and accordingly the 

level of interest rate risk is contained. 

 

b) Foreign currency risk 

 Currency risk arises on financial instruments that are denominated in a currency that is not the entity’s 

functional currency.  The Company maintains a minimal amount of exposure in foreign currency and 

therefore the directors consider currency risk to be insignificant. 

 

2.1.2 Liquidity risk 

 

Liquidity risk is the risk that cash may not be available to pay obligations when due at a reasonable 

cost. The Company maintains sufficient cash and financial investments, in addition to adequate 

reinsurance programs in place, so as to ensure that it can meet any calls. 

 

The following tables presents the estimated amount and timing of the remaining contractual discounted 

cash flows arising from the Company’s financial and insurance assets and liabilities. 

As at 31 December 2025 (€’000) 1 yr 2 yrs 3 yrs 4 yrs 5 yrs >5 yrs Total 

Assets        

Cash and cash equivalents 5,598 - - - - - 5,598 

Corporate bonds 768 1,026 1,440 925 1,478 1,504 7,141 

Reinsurance contract assets 327 179 174 169 159 1,176 2,184 

Other assets 403 - - - - - 403 

 7,096 1,205 1,614 1,094 1,637 2,680 15,326 

Liabilities        

Insurance contract liabilities (1,147) (656) (627) (594) (549) (3,800) (7,373) 

Liabilities other than insurance 

contract liabilities 
(239) - - - - - (239) 

 (1,386) (656) (627) (594) (549) (3,800) (7,612) 

Net cash flows 5,710 549 987 500 1,088 (1,120) 7,714 

 

As at 31 December 2024 (€’000) 1 yr 2 yrs 3 yrs 4 yrs 5 yrs >5 yrs Total 

Assets        

Cash and cash equivalents 4,148 - - - - - 4,148 

Corporate bonds 384 1,290 1,434 1,285 876 1,808 7,077 

Reinsurance contract assets 240 147 139 135 128 755 1,544 

Other assets 288 - - - - - 288 

 5,060 1,437 1,573 1,420 1,004 2,563 13,057 

Liabilities        

Insurance contract liabilities (1,032) (525) (489) (458) (408) (2,439) (5,351) 

Liabilities other than insurance 

contract liabilities 
(259) - - - - - (259) 

 (1,291) (525) (489) (458) (408) (2,439) (5,610) 

Net cash flows 3,769 912 1,084 962 596 124 7,447 
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Notes to the financial statements – continued 
 

2. Management of financial and insurance risk – continued 

 

2.1.3 Credit risk 

  

 The Company has exposure to credit risk, which is the risk that a counterparty will be unable to pay 

amounts in full when due. Key areas where the Company is exposed to credit risk are: 
- Cash and cash equivalents; 
- Financial investments; 

- Insurance contract liabilities; and 
- Reinsurance contract assets. 

 

The Company measures credit risk and expected credit losses on financial assets using probability 

of default, exposure at default and loss given default. Management considers both historical analysis 

and forward-looking information in determining any expected credit loss. The Company's cash and 

cash equivalents are placed with quality financial institutions. No loss allowance has been recognised 

as any such impairment would be wholly insignificant to the Company given counterparty bank’s credit 

quality 

 

As disclosed in Note 1.11, the Company measures credit risk on estimated future cash inflows relating 

to insurance contracts issued and reinsurance contracts held using incurred credit loss approach. 

 

The following tables provide information regarding the Company’s primary aggregated credit risk 

exposure and includes reputable credit rating agencies’ composite rating (where applicable). 

 

Balances bearing credit risk 

as at 31 December 2025 

 AAA  AA  A  BBB  Unrated  Total 

 €’000  €’000  €’000  €,000  €,000  €,000 

             
Financial investments (Note 9)  -  504  3,596  3,004  -  7,104 

Future cash inflows within 

reinsurance contract asset* 

 
-  -  912  -  -  912 

Debtors included within 

insurance contract liabilities 

 
-  -  -  -  364  364 

Cash and cash equivalents 

(Note 4) 

 
-  -  4,943  -  655  5,598 

Total   -  504  9,451  3,004  1,019  13,978 

 

Balances bearing credit risk as 

at 31 December 2024 

 AAA  AA  A  BBB  Unrated  Total 

 €’000  €’000  €’000  €,000  €,000  €,000 

             
Financial investments (Note 9)  -  214  2,558  4,197  -  6,969 

Future cash inflows within 

reinsurance contract asset* 

 
-  -  829  -  -  829 

Cash and cash equivalents 

(Note 4) 

 
-  -  3,412  -  736  4,148 

Total   -  214  6,799  4,197  736  11,946 

 

* Amounts are stated excluding the risk adjustment for non-financial risk and CSM. 

 

The company measures credit risk on debtors arising out of direct insurance operations as included 

within insurance contract liabilities and are inclusive of a loss allowance at 31 December 2025 of 

€11,000 relating to insurance contracts that were past due (2024: nil past due or impaired). 
 

While some of the Company’s cash at bank is held at an unrated counterparty bank, this bank is a 

subsidiary of an A rated multinational bank. 
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Notes to the financial statements – continued 
 

2. Management of financial and insurance risk – continued 

 

2.1.3 Credit risk – continued 

  

Reinsurance is used to manage risk.  This does not, however, discharge the Company’s liability as a 

prime insurer.  If a reinsurer fails to pay a claim, the Company remains liable for the payment to the 

policyholder.  All of the reinsurance contracts held, in terms of potential recoveries, are placed with 

group companies (which are rated A) and the creditworthiness and financial strength minimise this 

risk.  A group risk arises from the fact that the reinsurance is placed with a group company. 

 

2.1.4 Fair value estimation 

The following table presents the Company’s assets and liabilities that are measured at fair value: 

 

Assets  2025 

Total 

Level 1 

2024 

Total 

Level 1 

  €’000 €’000 

Financial assets at fair value through profit and loss:    

- Investment assets  7,104 6,969 

Total   7,104 6,969 

 

The fair value of financial instruments traded in active markets is based on quoted market prices at 

the reporting date. A market is regarded as active if quoted prices are readily and regularly available 

from an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those 

prices represent actual and regularly occurring market transactions on an arm’s length basis. The 

quoted market price used for financial assets held by the Company is the current bid price. These 

instruments are included in Level 1. 

 

At 31 December 2025, and throughout the year, the carrying amount of the Company’s other financial 

assets and liabilities approximate their fair value in view of their short-term maturity. 

 

2.2 Insurance risk 

 

The risk under any one insurance contract is the uncertainty of whether loss will arise to the insured 

from the event which the Company has insured against. If that happens, then further uncertainty lies 

in total quantum of the related claim per policy and for the book of business as a whole, the frequency 

and severity of claims. 

 

Insurance risk is by its nature random and unpredictable. Consequently, the Company writes a 

portfolio of risks with the intention of correctly constructing pricing of its insurance contracts to ensure 

sufficient profitability and retained funds to service future claims costs for policy holders at an 

aggregate level. 

 

The risk the Company faces, however, remains that actual claims incurred exceed the amounts of 

such provisions as the frequency and severity incurred may exceed the level estimated.  Insurance 

events, due to their random nature, can vary in severity and frequency from year to year. 
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Notes to the financial statements – continued 
 

2.       Management of financial and insurance risk – continued 

 

2.2 Insurance risk – continued 

 

2.2.1 Frequency and severity of claims 

 

Title insurance claims tend to arise infrequently but can be significant in their quantum.  During the 

year, there were limited incurred claims. This development was outside of expectations and continued 

a trend identified during prior years where, despite the increase in economic activities during the year 

ended 31 December 2025, claims incurred remained limited. It is, however, noted that title claims 

may be made a number of years after a policy has been issued and therefore estimated fulfilment 

cash flows are reviewed in accordance with this development. The Company manages these risks 

through its underwriting strategy and adequate reinsurance arrangements. 

 

2.2.2 Sources of uncertainty in estimation of future claims payments 

 

A title claim is payable if a loss arises to the insured in relation to the defect known at the date the 

policy is issued in accordance with the coverage provided.  Claims development may take a number 

of years giving rise to uncertainty within the estimated fulfilment cash flows recognised.  The Company 

takes all reasonable steps to ensure that it has appropriate information regarding its claims 

exposures, and the fulfilment cash flows are based upon the historical experience of the Company 

and other title insurers in the wider international group with experience of writing and reinsuring 

business within the European Union as well as consideration of sums insured and other factors as 

appropriate.  However, given the uncertainty in establishing estimates, it is likely that the final outcome 

will prove to be different from the original best estimate of fulfilment cash flows. The estimation of the 

LRC is generally subject to a greater degree of uncertainty than the estimation of the cost of settling 

claims already notified to the Company, where more information about the claim event is available.  

The ultimate fulfilment cash flows may not be apparent to the Company until many years after the 

claim event has arisen. Where possible, multiple techniques are adopted to estimate the fulfilment 

cash flows in respect of both remaining coverage and the coverage provided to date. This assists in 

giving greater understanding of the trends inherent in the data being projected. The projections given 

by the various methodologies also assist in setting the range of possible outcomes. The most 

appropriate estimation technique is selected taking into account the characteristics of the business 

class and the extent of the development of each year of claim. 

 

2.2.3 Concentration of insurance risk 

As a single line insurer, the Company is aware of the concentration risk within its book.  However, 

the policies for which the Company is responsible are issued in geographies across Europe and the 

Company has underwriting procedures in place to avoid concentration risk in relation to individual 

property developments. 
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Notes to the financial statements – continued 
 

2.       Management of financial and insurance risk – continued 

 

2.2 Insurance risk – continued 

 

 2.2.4 Mitigation of insurance risk 

 

The main mitigation of insurance risk arising from the frequency and severity of claims is through the 

use of extensive reinsurance as provided by other group companies.  Reinsurance is placed with 

companies of a sufficient credit rating and level of expertise as assessed by the directors of the 

Company and limit the maximum net loss of a significant claim arising.  Operational insurance risk is 

mitigated through the use of experienced and highly trained property professionals as underwriters 

and claims handlers, as well as through benefitting from the support of the reinsurance companies, 

with First American Title Insurance Company having over 125 years of experience in writing title 

insurance and paying title insurance claims. 

 

2.3 Capital risk management 
 
The Company’s objectives when managing capital are: 
• To comply with the insurance capital requirements of the Malta Financial Services Authority 

(“MFSA”); 
• To safeguard the Company’s ability to continue as a going concern so that it can continue to 

provide returns for shareholders and benefits for other stakeholders; and 
• To provide an adequate return to shareholders by pricing insurance contracts to properly reflect 

the level of risk being assumed. 
 
The Company is required to hold regulatory capital for its insurance business. The Company monitors 
its capital on a regular basis and maintained required capital levels throughout the period. The 
Company defines capital as the excess of assets over liabilities as valued in accordance with the 
respective regulatory requirements. 
 
The Company may issue new shares in order to adjust the capital structure. 
 

The Company is subject to the requirements of the EU Solvency II directive. The Solvency II regime 
is an established set of EU-wide capital requirements, risk management and disclosure standards. 
The Company must hold eligible own funds to cover the SCR and eligible basic own funds to cover 
the MCR. The SCR shall be calculated either in accordance with the standard formula or using a full 
or partial internal model as approved by the Regulator. The Company must immediately inform the 
Regulator where it observes that its SCR or MCR are no longer complied with or where there is risk 
of non-compliance in the following six months for SCR and three months for MCR. 

The Company uses the standard formula under the Solvency II regime to calculate the SCR as the 
assumptions underlying the standard formula are considered to be a good fit for the Company’s risk 
profile. At 31 December 2025, the Company’s eligible own funds adequately covered the required 
SCR and amounted to €11.614 million (unaudited) (2024: €9.992 million, unaudited). The Company’s 
SCR as calculated using the standard formula and Minimum Capital Requirement (MCR) ratios as at 
31 December 2025 were equivalent to 442% (unaudited) and 430% (unaudited), respectively (2024: 
495% and 370%, respectively (unaudited)).  The audited Group SCR is reported in the group-wide 
Solvency and Financial Condition Report. 
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Notes to the financial statements – continued 
 

3. Critical accounting estimates and judgements 

 

Significant judgements and estimates in applying IFRS 17  

 

Judgements 

Judgements in relation to the following have been detailed in note 1: 

• Definition and classification (1.11 (a)). 

• Unit of account (1.11b). 

• Recognition, modification and derecognition (1.11(c)); and 

• Measurement (1.11(d)). 

 

Estimates and assumptions 

The preparation of financial statements requires the use of accounting estimates, which, by definition, 

will seldom equal the actual results.  This note provides an overview of items that are more likely to 

be materially adjusted due to changes in estimates and assumptions in subsequent periods. 

 

Discount rates; the present value of future cash flows over time varies based on changes in the 

discount rates applied. Risk-free interest rate term structures are aligned to those applied within the 

discounting of reserves within the Solvency calculations in accordance with European Insurance and 

Occupational Pensions Authority (EIOPA) published technical information. 

 

The yield curves that were used to discount the estimates of future cash flows that do not vary based 

on the returns of the underlying items are as follows: 

 

 1 yr 2 yrs 3 yrs 4 yrs 5 yrs 10 yrs 15 yrs 

2025 2.076% 2.163% 2.283% 2.386% 2.479% 2.863% 3.107% 

2024 2.236% 2.093% 2.093% 2.120% 2.142% 2.267% 2.332% 

 

Estimates of future cash flows to fulfil insurance contracts including risk adjustment; the nature of title 

insurance is that claims are limited in number, but can be significant in value.  This results in claims 

volatility and therefore the estimates of future cash flows can vary between periods, sometimes 

significantly. The Company relies on the Actuarial Function to provide best estimate technical 

provision calculations and claims development patterns, which are then reviewed by the Board and 

utilised in the calculation of the LRC.  Estimates are performed on an underwriting year basis aligned 

to the insurance contract groups using a range of widely used actuarial techniques including the 

chain-ladder and the Bornhuetter-Ferguson methods, which are the industry standards for general 

insurance.  The chain-ladder technique involves an analysis of historical claims development factors 

and the selection of estimated development factors based on this historical pattern. The selected 

development factors are then applied to cumulative claims data for each claim year that is not yet 

fully developed to produce an estimated ultimate claims cost for each claim year.  The Bornhuetter-

Ferguson method uses a combination of a benchmark or market-based estimate and an estimate 

based on claims experience. 

 

The former is based on a measure of exposure such as gross or reinsurance premiums; the latter is 

based on the paid or incurred claims to date. The two estimates are combined using a formula that 

gives more weight to the experience-based estimate as time passes. The consideration of the risk 

adjustment is detailed within Note 1.11. 

 

Estimates and judgements are continually evaluated and based on factors including expectations of 

future events that are believed to be reasonable under the circumstances. 
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Notes to the financial statements – continued 
 

3. Critical accounting estimates and judgements – continued 

 

The estimation of the fulfilment cash flows arising from remaining coverage for insurance contracts 

issued to date is the Company’s most critical accounting estimate.  The Company’s business tends 

to be long tailed and there are sources of uncertainty that need to be considered in the estimate of 

liability that the Company will ultimately pay for such claims (see Note 2.2). 

 

As disclosed in Note 1.11, provision is made for the future fulfilment cash flows.  These estimates 

include expenses to be incurred in settling and managing the claim.  Given the uncertainty in 

establishing cash flows estimates, it is expected that the final outcome will prove to be different from 

the original amount estimated.  However, the most likely basis of a deterioration in future claims 

development would be as a result of a low number of large claims. It is noted that in this instance, 

due to the reinsurance cover provided on a stop loss basis, the impact to the Company net of 

reinsurance would be limited.  In reporting best estimate future cash flows, the Company takes all 

reasonable steps to curtail any future deviations in establishing its liabilities by ensuring that it has 

appropriate information regarding its claims exposures and related future liabilities from the outset.  

The results of the Company's claims cost progression are disclosed in development tables included 

in Note 1.11 with additional detail in the insurance contract liabilities and reinsurance contract assets 

disclosures.  The Company believes that, with the confidence level recognised through the risk 

adjustment, the estimate of fulfilment cash flows arising from claims under insurance contracts is 

adequately reflected in the insurance contract liabilities and reinsurance contract assets as at the 

financial year end. 

 

Estimates relating to contract boundaries under IFRS 17; As noted above, the Company uses the 

concept of contract boundary to determine what cash flows should be considered in the measurement 

of groups of insurance contracts.  Cash flows are within the boundary of an insurance contract if they 

arise from the rights and obligations that exist during the period in which the contract of insurance is 

issued and the Company has a substantive obligation to provide the policyholder with insurance 

coverage or other services.  As contracts for title insurance provide cover in perpetuity, the period 

used for accounting for the coverage is based on the claims cycle based on the experience to date. 

This assessment is reviewed every reporting period. 

 

Consideration of expenses in accordance with IFRS 17; Expenses are assessed as either being 

within contract boundaries, where they are considered to relate directly to the provision of services 

under contracts issued, or outside of contract boundaries, where expenses do not. Furthermore, 

those within contract boundaries are identified as insurance acquisition cash flows if they are cash 

flows arising from the costs of selling, underwriting and starting a group of insurance contracts that 

are directly attributable to the portfolio of insurance contracts to which the group belongs. As the 

Company is a mono-line insurer, the majority of the costs incurred are considered to fall into these 

categories. When estimating fulfilment cash flows, the Company also allocates fixed and variable 

overheads cashflows directly attributable to the fulfilment of insurance contracts. Judgment is 

involved in identifying and allocating costs and this determination is informed by a thorough 

assessment. 
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Notes to the financial statements – continued 
 

4. Cash and cash equivalents 

 

For the purposes of the statement of cash flows, cash and cash equivalents comprise the following: 

 

 2025 2024 

 €’000 €’000 

Cash at bank and with investment institutions 5,598 4,148 

Interest-bearing: at floating rates 5,598 4,148 

   
 

5. Other assets 

 2025 2024 

 €’000 €’000 

Current income tax - 2 

Prepayments and accrued income 403 286 

    403 288 

   
 

6. Equity  

 2025 2024 

 €’000 €’000 

Authorised   

10,000,000 ordinary shares of €1 each 10,000 10,000 

   
   Issued and fully paid   

5,800,000 (2024: 5,800,000) ordinary shares of €1 each 5,800 5,800 

   
    

The holders of ordinary shares are entitled to receive dividends as declared and are entitled to one 

vote per share at meetings of the Company. All shares rank equally with regard to the Company’s 

residual assets. No shares were issued in 2025 (2024: nil). 

 

During the period an interim dividend was paid of €65,000 (2024: nil). There is no proposal for a year-

end dividend for 2025 (2024: nil). 

 

7. Other current liabilities 

 2025 2024 

 €’000 €’000 

   

Accrued other operating expenses 210 254 

   Total other current liabilities 210 254 
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Notes to the financial statements – continued 
 

8. Expenses by nature 

  2025    2024  

 Expenses 

attributed to 

insurance 

acquisition 

cash flows 

Other 

directly 

attributable 

expenses 

Other 

operating 

expenses 

 Expenses 

attributed to 

insurance 

acquisition 

cash flows 

Other 

directly 

attributable 

expenses 

Other 

operating 

expenses 

 €’000 €’000 €’000  €’000 €’000 €’000 

        

Professional fees 424 38 179  317 38 239 

Employee expenses 514 40 -  432 40 - 

Brokerage fees 1,139 - -  799 - - 

Other expenses 363 65 34  362 51 24 

Total 2,440 143 213  1,910 129 263 

 
Expenses attributed to insurance acquisition cash flows and other directly attributable expenses 
comprise expenses incurred by the Company in the reporting period that relate directly to the 
fulfilment of contracts issued within IFRS 17’s scope and reinsurance contracts held. These expenses 
are recognised in the statement of profit or loss based on IFRS 17 measurement requirements. 
 
Professional fees include fees, excluding VAT, charged by the external auditor for services rendered 
during the financial period relating to the following: 
 2025 2024 

 €’000 €’000 

Annual statutory audit fees, including impact of IFRS 17 89 153 

Annual regulatory assurance fees 14 13 

Tax compliance fees 3 6 

    106 172 

   
 
9. Financial assets at fair value through profit or loss  

  

 2025 2024 

 €’000 €’000 

As at 31 December   

Cost 7,021 6,931 

Accumulated net fair value losses 83 38 

At end of year 7,104 6,969 

 
Debt securities comprise wholly of corporate bonds with a mix of fixed and variable rates (see Note 

2.1.1) and are held at fair value through profit and loss. Analysis of net movements is as follows: 

 2025 2024 

 €’000 €’000 

Year ended 31 December   

At beginning of year 6,969 6,662 

Net gains on FVTPL investments 45 179 

Additions 1,883 2,498 

Disposals and maturities (1,793) (2,370) 

At end of year 7,104 6,969 
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Notes to the financial statements – continued  

 

10. Net investment income, and finance (expense) / income from insurance and reinsurance 

contracts 

 2025 2024 

 €’000 €’000 

Net investment income recognised in the statement of profit or loss   

Interest income from investments 208 164 

Other interest income 72 79 

Realised losses on sale of investments (17) (31) 

Net unrealised gains on FVTPL investments 45 179 

Net investment income 308 391 

 

 2025 2024 

 €’000 €’000 

Finance expense from insurance contracts issued   

Interest accreted (74) (51) 

Effect of change in interest rates and other financial assumptions 86 (2) 

Effect of changes in FCF at current rates when CSM is unlocked at 

locked-in rates 
(63) (63) 

Finance expense from insurance contracts issued (51) (116) 

 

 2025 2024 

 €’000 €’000 

Finance income from reinsurance contracts held   

Interest accreted 30 22 

Effect of change in interest rates and other financial assumptions (24) 15 

Effect of changes in FCF at current rates when CSM is unlocked at 

locked-in rates 
18 26 

Finance income from reinsurance contracts held 24 63 

 

11. Directors’ fees and other emoluments  

 

Remunerations to directors were as follows: 

 2025 2024 

 €’000 €’000 

   

Directors’ fees 78 75 

 
There were no other emoluments paid to the directors in 2025 (2024; nil). 
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Notes to the financial statements – continued  

 

12. Related party disclosures 

 

All companies forming part of the First American Group are considered by the directors to be related 

parties as these companies are ultimately controlled by First American Financial Corporation, a 

company incorporated in Delaware, USA (see Note 16).  

 

During the year ended 31 December 2025 reinsurance was provided wholly by companies forming 

part of the First American Group on an excess of loss basis, with the Company retaining the initial 

loss on each claim.  Reinsurance transactions are as follows: 

  2025  2024 

  €’000  €’000 

     

Outward reinsurance cash flows  (719)  (492) 

Reinsurers’ change in liability for coverage  104  193 

Total movement in the year  (615)  (299) 

 

 Directors’ remunerations are disclosed in note 11 to the financial statements. 

 

13. Income tax  

 2025 2024 

 €’000 €’000 

   

Current tax on profits for the year (15) (8) 

Origination and reversal of timing differences (11) (5) 

   
Tax on profit before income tax (26) (13) 

   
 

The tax on the Company’s profit before tax differs from the theoretical amount that would arise using 

the basic tax rate as follows: 

 2025 2024 

 €’000 €’000 

   

Profit before tax 406 256 

Effective tax at 5% (2024: 5%) (20) (13) 

Adjustments in respect of prior periods (6) - 

   
   Income tax expense (26) (13) 

   The current income tax charge during the year is calculated on the taxable income using the effective 

consolidated tax rate of 5% (2024: 5%) as the Company invoked for fiscal unity on 31 December 

2020. 

 2025 2024 

 €’000 €’000 

Provision for deferred tax   

Liability brought forward 5 - 

Capital allowances 11 5 

   
Deferred tax liability carried forward 16 5 
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Notes to the financial statements – continued  

 

14. Intangible assets 

 

Intangible assets represent costs incurred in respect of software development.  

 
 2025  2024 

 Developed software  Developed software 

 €’000  €’000 

Cost     

At 1 January  168  155 

Movement in the year:    

Additions -  13 

At 31 December  168  168 
    

Accumulated amortisation    

At 1 January  17  - 

Charge for the year 16  17 

At 31 December  33  17 
    

Net book value at 1 January  151  155 

Net book value at 31 December  135  151 

    

15. Fixed assets 
 2025  2024 

 Computer equipment  Computer equipment 

 €’000  €’000 

Cost or valuation    

At 1 January  38  25 

Movement in the year:    

Additions 7  13 

At 31 December  45  38 
    

Accumulated depreciation    

At 1 January  12  1 

Charge for the year 14  11 

At 31 December  26  12 
    

Net book value at 1 January  26  24 

Net book value at 31 December  19  26 
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16. Statutory information 

 

First European Title Insurance Company Limited is a limited liability company and is incorporated in 

Malta. 

 

The immediate parent company of the Company is First European Holding Company Limited, a 

company incorporated in Malta, with its registered office at Portomaso Business Centre, Vjal 

Portomaso, San Giljan, PTM01, Malta.  The Company’s ultimate parent is First American Financial 

Corporation, a company registered in Delaware, USA, with its registered office at 1 First American 

Way, Santa Ana, CA 92707, United States. 

 

The individual financial statements of the Company are incorporated in the consolidated financial 

statements of First American Financial Corporation. Copies of the consolidated accounts of First 

American Financial Corporation are available on request from the Company’s registered office, stated 

above. 

 
17. Events after the reporting date 

 

No significant events have taken place since the financial reporting date that would have otherwise                     

required adjustment to and/or disclosure in this annual report. 
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