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Dir

LifeStar Insurance Limited
Although the COVID-19 pandemic hit the Company unfavourably, LifeStar Insurance Limited registered an
increase in the interest sensitive single premium and unit linked businesses but experienced a slight decline in
ordinary business, mainly protection. Gross written premium for the year amounted
19 million compared
03 million at the end of the comparative period, a significant increase, particularly since it had also
recorded a gross written
, net of reinsurance,
increased by 1.96 million over prior year, an increase of 23.4% (2019: an increase of 16.9%). The Company
has also intensified its efforts to recapture an amount of maturing business, which it completed successfully.
and generated a total comprehensive
profit for the year of
. This profit is mainly attributable to tax refunds and favourable
movement in the value-in-force business, given that the
. These losses are mainly due to the negative performance of the local and international
investment markets, particularly movements in the fair value of local equities, as well as changes in other
technical provisions, net of reinsurance both of which were a result of the pandemic. The net assets of the
An important part of our business involves managing the treasury function, investing policyholder and
shareholder funds across a wide range of financial investments, including equities, fixed income securities and
to a lesser extent properties.
results are sensitive to the volatility in the market value of these
investments, either directly because the Company bears the investment risk, or indirectly because the Company
earns management fees for investments managed on behalf of policyholders.
As the impact of pandemic has lingered and continues to impact business in the foreseeable future, the Directors
continue to monitor the situation closely
for 2021, to mitigate the impact brought about by the pandemic as well as its impact on capital. Such analysis
reference to the stressed test scenarios in latest ORSA (Own Risk and Solvency Assessment) reports prepared
by the entity.
During the year, the Company continued to undertake restructuring and transformation activity to align the
business operations with the Board approved strategy. Relentless efforts to differentiate the Company from
the market started last year and have continued all throughout 2020. The enhancements made to our product
suite helped facilitate improved competitiveness and marketability, thus generating positive results. During the
year under scrutiny the Company embarked under an extensive re-branding exercise changing its name from
GlobalCapital Insurance Limited to LifeStar Insurance Limited. The new look and feel portrays a more modern
and energetic look.
Total assets increased by 6.8% (2019: 11.6%) from 50.2 million to
as at the end of the current
reporting period. Technical provisions increased by 10.6% (2019: 13%) from 112.5 million to 124.4 million.
LifeStar
and, as at 31 December 2020 amounting to
158%.
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- continued

LifeStar Insurance Limited - continued
The Company's value of in-force business for 2020 registered an increase of 8,114 (2019: 888,478) and, in
aggregate, amounted to
(2019: 10,473,805) at end of the current year - this represents the
discounted projected future shareholder profits expected from the insurance policies in force as at year end,
adjusted for taxation.
The Board of directors approved a 2020 bonus declaration of 3.5% for Money Plus policies (2019: 3.5%) and
1.25% (2019: 3%) for all other interest sensitive products. The Company also announced a bonus rate of 0.5%
(2019: 0.5%) for paid up policies. The Company also committed to a terminal bonus for policies maturing during
the course of 2020.
LifeStar Health Limited
k compared to a prior
period profit of
k. The increase was mainly driven by higher revenues generated during the year in
conjunction with lower administration costs.
Net
Company (2019: Nil).

5 million

1 million. During the year no dividend was distributed to the

. Furthermore, the
Company, together with its parent company LifeStar Holding p.l.c., are presently in the process of implementing
a holistic strategic plan, which is designed to permanently resolve various legacy issues that continue to
negatively impact the LifeStar group. Consequently, the Company continues to explore possible ways to
strengthen its capital base.
The Company is also submitting a formal application to the Listing Authority for the admissibility to listing of its
existing shares on the Official List of the Malta Stock Exchange.

Critical accounting estimates
Management of insurance and financial risk, Note 9 Intangible assets covering
-force business, Note 12 Investment property and assets held for sale
disclosing the significant observable inputs, and Note 15 Technical provisions for insurance and investment
contracts which include the valuation assumptions.
and judgements, Note 2

its financial risk management objectives and policies and the financial risks to which it is exposed.

The statement of comprehensive income is set out on pages 5 and 6. After considering the net movement of
value-in-force business and available-forprofit amounted
to 555,852 (2019:
). The profit for the year after taxation was 312,702 (2019:
). No
dividend was paid during the year under review (2019: Nil). The directors do not recommend the payment of a
final dividend.
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Directors

, all the directors are to remain in office.
Auditors
Grant Thornton have intimated their willingness to continue in office.
A resolution to reappoint Grant Thornton as auditor of the Company will be proposed at the forthcoming
annual general meeting.
Approved by the Board of Directors and signed on its behalf on 12 April 2021 by:
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Statement of D
The Directors are required by the Insurance Business Act (Cap. 403 of the Laws of Malta) and the Companies
Act (Cap. 386 of the Laws of Malta) to prepare financial statements which give a true and fair view of the
state of affairs of the Company as at the end of each financial year and of the profit or loss for that year.
In preparing the financial statements, the Directors are responsible for:
ensuring that the financial statements have been drawn up in accordance with International Financial
Reporting Standards (IFR
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 controls relevant to
the preparation and the fair presentation of the financial statements that are free from material misstatement,
whether due to fraud or error, and that comply with the Insurance Business Act (Cap. 403 of the Laws of
Malta) and the Companies Act (Cap. 386 of the Laws of Malta). 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.
In addition, the Directors are required to ensure that the Company has, at all times, complied with and
observed the various requirements of the Insurance Business Act (Cap. 403 of the Laws of Malta).
Approved by the Board of Directors on 12 April 2021 and signed on its behalf by:
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Statement of comprehensive income
Technical account long term business of insurance
For the year ended 31 December

Notes

Earned premiums, net of reinsurance
Gross premiums written
Outward reinsurance premiums

3

Earned premiums, net of reinsurance
Net investment income and fair value movements
Investment contract fee income

4

2020

2019

13,196,197
(1,647,695)

12,031,619
(1,667,042)

11,548,502
1,579,269
1,727,411

10,364,577
4,061,506
1,361,498

Total technical income

14,855,182

15,787,581

Benefits and claims incurred, net of reinsurance
Benefits and claims paid
- gross amount
- reinsurers' share

11,309,114
(955,621)

9,149,946
(479,449)

10,353,493

8,670,497

Change in the provision for claims
- gross amount
- reinsurers' share
15

40,546
(92,843)

(190,174)
(134,683)

(52,297)

(324,857)

Benefits and claims incurred, net of reinsurance

10,301,196

8,345,640

Change in other technical provisions, net of reinsurance
Insurance contracts
- gross amount
- reinsurers' share

2,064,389
(3,204,311)

5,671,921
(4,074,332)

(1,139,922)
2,417,954
90,047

1,597,589
1,587,581
126,602

1,368,079

3,311,772

4,523,998

3,629,986

16,193,273

15,287,398

(1,338,091)
================

500,183
================

Investment contracts with DPF - gross
Investment contracts without DPF - gross

15
15

Change in other technical provisions, net of reinsurance
Net operating expenses
Total technical charges
Balance on the long-term business of insurance technical
account (page 6)

3, 6

The accounting policies and explanatory notes on pages 11 to 68 form an integral part of the financial
statements.
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Statement of comprehensive income
Non-technical account
For the year ended 31 December
Balance on the long-term business of insurance technical
account (page 5)
Net investment income and fair value movements
Finance charges
Other non-technical income
Other charges
Movement in provision for impairment of other receivables
(Loss)/ profit before tax
Tax credit/ (charge)

Notes

(Loss)/ profit for the year

2020

2019

6
16

(1,338,091)
676,833
305,038
(125,733)
75,843

500,183
1,740,646
(34,001)
(122,867)
(87,474)

7

(406,110)
718,812

1,996,487
(493,392)

312,702

1,503,095

68,114

888,478

4
5

Other comprehensive income
Items that will not be reclassified subsequently to profit or loss
Increment in value of in-force business (net of deferred tax)
Revaluation of property, plant and equipment
Deferred tax on the revaluation of property, plant and equipment

Items that will be reclassified subsequently to profit or loss
Net loss on available-for-sale financial assets
Deferred tax on the revaluation of available-for-sale financial assets

Other comprehensive income for the year, net of tax
Total comprehensive income for the year

269,117
(21,529)

-

315,702

888,478

(111,619)
39,067

(136,351)
47,722

(72,552)

(88,629)

243,150

799,849

555,852
================

2,302,944
================

The accounting policies and explanatory notes of pages 11 to 68 form an integral part of the financial
statements.
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Statement of financial position
As at 31 December
ASSETS
Intangible assets
Right of use asset
Property, plant and equipment
Investment property
Investment in group undertakings
Other investments
Taxation receivable
Reinsurers' share of technical provisions
Receivables:
Other receivables
Prepayments and accrued income
Cash at bank and in hand
Asset held-for-sale

Notes

9
10
11
12
13
14
15
16
16
23
12

Total assets
EQUITY AND LIABILITIES
Capital and reserves
Share capital
Other reserves
Capital redemption reserve
Retained earnings

17
19
21

2019
(restated)

2018
(restated)

12,075,829
13,769
2,069,445
17,763,350
1,048,218
83,632,062
20,749,175

11,896,014
19,889
1,970,908
15,537,750
1,048,218
78,625,681
499,629
17,568,236

11,265,787
2,035,053
15,239,692
1,048,218
73,202,406
433,849
13,359,221

6,919,541
1,080,621
14,946,802
200,000
-160,498,812
==================

6,303,102
1,226,036
15,335,250
200,000

6,328,107
1,525,972
10,195,013
-

150,230,713
134,633,318
================== ===================

9,169,870
11,711,188
800,000
7,378,509
-29,059,567
--

9,169,870
11,468,038
7,865,807

9,969,870
10,668,190
7,805,323

28,503,715

28,443,383

20

68,426,561
28,694,612
26,247,639
1,057,285
15,033
30,571
1,451,968

66,362,172
26,276,659
18,762,578
1,132,954
20,801
2,291,763

60,690,251
24,689,078
12,788,505
1,323,128
1,937,162

21
21
21
21
21

4,680,376
220,929
95,493
518,778

4,188,322
868,002
220,929
140,614
1,462,204

4,476,168
34,003
92,916
158,724

Total equity
Technical provisions:
Insurance contracts
Investment contracts with DPF
Investment contracts without DPF
Provision for claims outstanding
Lease Liability
Taxation payable
Deferred tax liability
Payables:
Payables arising out of direct insurance operations
Payables due to immediate parent undertaking
Payables due to subsidiary undertaking
Other payables
Accruals and deferred income

2020

15
15
15
15
10

-131,439,245
121,726,998
106,189,935
--Total equity and liabilities
160,498,812
150,230,713
134,633,318
================== ================== ==================
The accounting policies and explanatory notes of pages 11 to 68 form an integral part of the financial
statements. The financial statements on pages 5 to 68 were approved for issue by the board and signed
on its behalf on 12 April 2020 by:
Total liabilities

Director

Director
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Statement of changes in equity
For the year ended 31 December
Share
capital

Other
reserves

Capital
redemption
reserve

9,169,870

11,468,038

-

8,335,175

28,973,083

-

-

-

(469,368)

(469,368)

9,169,870

11,631,218

-

7,865,807

28,503,715

Profit for the year
Other comprehensive income for
2020
Total comprehensive income for
2020

-

-

-

312,702

312,702

-

243,150

-

-

243,150

-

243,150

-

312,702

555,852

Capital redemption reserve

-

-

800,000

(800,000)

-

Balance as at 31 December 2020

9,169,870

11,711,188

800,000

7,378,509

29,059,567

Balance as at 1 January 2019 as
previously reported

9,969,870

10,668,190

-

8,274,691

28,912,751

-

-

-

(469,368)

(469,368)

9,969,870

10,668,190

-

7,805,323

28,443,383

-

-

-

1,503,095

1,503,095

-

799,848

-

-

799,848

-

799,848

-

1,503,095

2,302,943

-

(1,442,611)

(1,442,611)

Balance as at 1 January 2020 as
previously reported
Prior period error (note 27)
Restated balance as at 1 January
2020

Prior period error (note 27)
Restated balance as at 1 January
2019
Profit for the year
Other comprehensive income for
2019
Total comprehensive income for
2019
Notional distribution arising from
the interest-free intragroup
receivable

Retained
earnings

Total

Maturity of preference shares

(800,000)

-

-

-

(800,000)

Balance as at 31 December 2019

9,169,870

11,468,038

-

7,865,807

28,503,715
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Balance as at 1 January 2018 as
previously reported
Prior period error (note 27)
Restated balance as at 1 January
2018
Loss for the year
Other comprehensive income for
2018
Total comprehensive income for
2018
Balance as at 31 December 2018

Share
capital

Other
reserves

Capital
redemption
reserve

9,969,870

9,349,567

-

9,346,433

28,665,870

-

-

-

(469,368)

(469,368)

9,969,870

9,349,567

-

8,877,065

28,196,502

-

-

-

(1,071,742)

(1,071,742)

-

1,318,623

-

-

1,318,623

-

1,318,623

-

(1,071,742)

246,881

9,969,870

10,668,190

-

7,805,323

28,443,383

Retained
earnings

Total

The accounting policies and explanatory notes of pages 11 to 68 form an integral part of the financial
statements.
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Statement of cash flows
For the year ended 31 December
Cash flow generated from operations
Dividends received
Interest received
Tax refund on tax at source
Tax paid on rental income

Notes
22

2020

2019

805,352
255,018
1,176,682
557,796
(91,069)

6,186,545
631,859
1,859,101
-

2,703,779

8,677,505

9
11
14
14
14
14

(346,067)
(63,523)
(12,445,278)
(322,795)
(1,010,223)

(54,199 )
(21,852)
(7,034,281)
(725,770)
(125,719)
(3,502,449)

14
14
14
14

7,977,462
473,818
1,941,931
1,502,458

7,971,638
166,985
(211,621)
-

Net cash flows used in investing activities

(2,292,277)

(3,537,268)

Cash flows used in financing activities
Payment of preference shares

(800,000)

-

Net cash flows used in financing activities

(800,000)

-

Net movement in cash and cash equivalents

(388,448)

5,140,237

Net cash flows generated from operating activities
Cash flows used in investing activities
Purchase of intangible assets
Purchase of property, plant and equipment
Purchase of investments at fair value through profit or loss
Purchase of investments at available-for-sale
Purchase of investments in equity measured at cost
Purchase of term deposits
Proceeds on disposal of investments at fair value
through profit or loss
Proceeds on disposal of available-for-sale investments
Net proceeds from other investments - loans and receivables
Proceeds on disposal of term deposits

Cash and cash equivalents as at the beginning of the year
Cash and cash equivalents as at the end of the year

23

15,335,250

10,195,013

14,946,802
================

15,335,250
================

The accounting policies and explanatory notes of pages 11 to 68 form an integral part of the financial
statements.
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Accounting policies
The principal accounting policies adopted in the preparation of these financial statements are set out below.
These policies have been consistently applied to all the years presented, except for those adopted for the
first time during 2020.
1.
These financial statements are prepared in accordance with International Financial Reporting Standards
as adopted by the
of the Laws of Malta) and the
Companies Act (Cap. 386).

The preparation of
accounting estimates. It also requires management to exercise its judgement in the process of applying
egree of judgement or complexity are
disclosed in Note 1 to these financial statements.

Appropriateness of going concern assumption in the preparation of the financial statements
The measures taken by Malta over the past year in an effort to curb the COVID-19 pandemic, including
social distancing, has had an impact on the distribution channels of the Company. Moreover, the impact
of current economic uncertainties on individuals and businesses has impacted the financial year ending
31 December 2020, and is expected to have a long.
Given the constantly evolving situation brought about by this pandemic and the potential ripple economic
effects on the Maltese Insurance Market, where the insurance risk is situated, it is difficult to assess the
financial impact that this may have on the Life Reserve and benefits payable in 2021, including the effects
11
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1.
Appropriateness of going concern assumption in the preparation of the financial statements - continued
on lapses. However, any potential deterioration in cash outflows with respect to benefits payable in 2021
is expected to be mitigated by the ceded reinsurance programme that the Company has in place.
The volatility in the financial markets had
performance for
the financial year ending 31 December 2020, and will continue to impact its performance going forward.
Furthermore, an analysis was carried out on the credit rating of the main counterparties and no significant
downgrades were noted since 31 December 2020. Such analysis was also extended to analyse the effect
the latest ORSA report prepared by the Company. Taking into consideration the current laws and
regulations and the result from the aforementioned stressed scenarios, the Company does not expect
that the effects of COVID-19 will impact its ability to satisfy the regulatory solvency requirement. However,
the Company continues to explore any and all ways possible to strengthen its capital base.
Having concluded this assessment the Directors expect that the Group will be able to sustain its
operations over the next twelve months and in the foreseeable future and consider the going concern
a
authorisation for issue of these financial statements.

The following accounting pronouncements became effective from 1 January 2020 and have therefore
been adopted:

Definition of a Business (Amendments to IFRS 3)
Definition of Material (Amendments to IAS 1 and IAS 8)
Interest Rate Benchmark Reform (Amendments to IFRS 9, IAS 39 and IFRS 7)
Amendments to Refences to the Conceptual Framework (Various Standards)
COVID-19 Rent Related Concessions (Amendments to IFRS 16)
accounting policies and did not have
and therefore no additional disclosures have not been made.

IFRS 9

Financial instruments

he classification, measurement and recognition of financial
assets and financial liabilities. It replaces the guidance in IAS 39 that relates to the classification and
measurement of financial instruments. IFRS 9 retains but simplifies the mixed measurement model and
establishes three primary measurement categories for financial assets: amortised cost, fair value
through other comprehensive income and fair value through profit or loss. The basis of classification
he contractual cash flow characteristics of the financial
asset. Investments in equity instruments are required to be measured at fair value through profit or loss
with the irrevocable option at inception to present changes in fair value in OCI not recycling.
1.
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IFRS 9

Financial instruments - continued

The new expected credit losses model replaces the incurred loss impairment model used in IAS 39. For
financial liabilities there were no changes to classification and measurement except for the recognition
of changes in own credit risk in other comprehensive income, for liabilities designated at fair value
through profit or loss. IFRS 9 is generally effective for years beginning on or after 1 January 2018.
However in September 2016, the IASB issued amendments to IFRS 4 which provide optional relief to
eligible insurers in respect of IFRS 9. The options permit entities whose predominant activity is issuing
insurance contracts within the scope of IFRS 4, a temporary exemption to defer the implementation of
IFRS 9.
Entities that apply the optional temporary relief were initially required to adopt IFRS 9 on annual periods
beginning on or after 1 January 2021. However on 14 November 2018, the IASB deferred both the
effective date of IFRS 17 Insurance Contracts and the expiry date for the optional relief in respect of
IFRS 9 by one year. On 17 March 2020, the IASB deferred again both the effective date of IFRS 17
Insurance Contracts and the expiry date for the optional relief in respect of IFRS 9 by a further 1 year.
Therefore, entities that apply the optional temporary relief will be required to adopt IFRS 9 on 1 January
2023 which aligns with the new effective date of IFRS 17.
The Company evaluated its liabilities at 31 December 2015, the prescribed date of assessment under
the optional temporary relief provisions and concluded that all of the liabilities are predominantly
liabilities arising from contracts within the scope of
predominant activities were also established to be insurance related as evidenced through revenues
reported in the Annual Report of that year.
Further to the above, the Company has not previously applied any version of IFRS 9. Therefore the
Company is an eligible insurer that qualifies for optional relief from the application of IFRS 9. As at 1
January 2018, the Company has elected to apply the optional temporary relief under IFRS 4 that permits
the deferral of the adoption of IFRS 9 for eligible insurers. The Company will continue to apply IAS 39
until 1 January 2023.

above IFRSs on the financial
statements of the Company in the period of initial application.
13
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2.

On acquisition of a portfolio of long term contracts, the net present value of the s
the expected after-tax cash flows of the in-force business is capitalised in the statement of financial
position as an asset. The value of in-force business is subsequently determined by the Directors on an
annual basis, based on the advice of the approved actuary. The valuation represents the discounted
value of projected future transfers to shareholders from policies in force at the year end, after making
provision for taxation. In determining this valuation, assumptions relating to future mortality, persistence
and levels of expenses are based on experience of the type of business concerned. Gross investment
returns are assumed to vary depending on the mix of investments held and expected market conditions.
All movements in the in-force business valuation are credited or debited to other reserves.
(b)

Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and
bring to use the specific software. These costs are amortised using the straight-line method over their
estimated useful lives (between five and thirteen years). Costs associated with developing or
maintaining computer software programmes are recognised as an expense as incurred.
3.

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written
down immediately to its recoverable amount.

14
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4.

Fair value is based on active market prices,
adjusted, if necessary, for any difference in the nature, location or condition of the specific asset. If this
information is not available, the Company uses alternative valuation methods such as recent prices on
less active markets or discounted cash flow projections. The fair value of investment property reflects,
among other things, rental income from current leases and assumptions about rental income from future
leases in the light of current market conditions.
economic benefits associated with the item will flow to the Company and the cost of the item can be
measured reliably. All other repairs and maintenance costs are charged to the profit and loss account
during the financial period in which they are incurred.

5.
Sh

6.

Other financial instruments

15
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6.

Other financial instruments - continued

(i)

(ii)

(a)

16
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6.

Other financial instruments - continued
(ii)

(iii)

(iv)

17
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7.
(a)

Impairment of financial assets at amortised cost and available-for-sale investments

The Company assesses at the end of each reporting period whether there is objective evidence that
a financial asset or group of financial assets is impaired. A financial asset or group of financial assets
is impaired and impairment losses are incurred only if there is objective evidence of impairment as a
resul
and that loss event (or events) has an impact on the estimated future cash flows of the financial asset
or group of financial assets that can be reliably estimated.
Objective evidence that a financial asset or group of assets is impaired includes observable data that
comes to the attention of the Company about the following events:
(i)
(ii)
(iii)
(iv)

significant financial difficulty of the issuer or debtors;
a breach of contract, such as a default or delinquency in payments;
it is becoming probable that the issuer or debtor will enter bankruptcy or other financial
reorganisation; and
observable data indicating that there is a measurable decrease in the estimated future cash
flow from a group of financial assets since the initial recognition of those assets, although the
decrease cannot yet be identified with the individual financial assets in the group.

In addition to the above loss events, objective evidence of impairment for an investment in an equity
instrument includes information about significant changes with an adverse effect that have taken place
in the technological, market, economic or legal environment in which the issuer operates, and
indicates that the cost of the investment in the equity instrument may not be recovered and/or a
significant or prolonged decline in the fair value of an investment in an equity instrument below its
cost. For financial assets at amortised cost, the Company first assesses whether objective evidence
of impairment exists individually for financial assets that are individually significant. If the Company
determines that no objective evidence of impairment exists for an individually assessed financial asset,
whether significant or not, it includes the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impairment loss. Assets that are individually
assessed for impairment and for which an impairment loss is or continues to be recognised are not
included in a collective assessment of impairment.
If there is objective evidence that an impairment loss has been incurred on loans and receivables
carrying amount and the present value of estimated future cash flows discounted at the financial
an allowance account and the amount of the loss is recognised in the statement of comprehensive
income.
If in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognised (such as improved credit
rating), the previously recognised impairment loss is reversed by adjusting the allowance account.
The amount of the reversal is recognised in the profit and loss account.
When a decline in the fair value of an available-for-sale financial asset has been recognised in other
comprehensive income and there is objective evidence that the asset is impaired, the cumulative
impairment loss that had been recognised in other comprehensive income is reclassified from equity
to profit or loss as a reclassification adjustment and is measured as the difference between the
acquisition cost and current fair value, less any impairment loss on that financial asset previously
recognised in profit or loss.
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7.
(a)

Impairment of financial assets at amortised cost and available-for-sale investments - continued

Impairment losses recognised in profit or loss for an available-for-sale investment in an equity
instrument are not reversed through profit or loss. Impairment losses recognised in profit or loss for an
available-for-sale investment in a debt instrument are reversed through profit or loss if an increase in
the fair value of the instrument can be objectively related to an event occurring after the recognition of
the impairment loss.

(c)

Impairment of non-financial assets

Assets that are subject to amortisation or depreciation, are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying amount may not be recoverable, principally
comprise property, plant and equipment and computer software. An impairment loss is recognised for
assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units). An impairment loss recognised in a prior year is
s recoverable
amount since the last impairment loss was recognised. Impairment losses and reversals are
recognised in profit or loss.
8.
(a)

Classification

Insurance contracts are those contracts that transfer significant insurance risk. Such contracts may
also transfer financial risk. As a general guideline, the Company defines as significant insurance risk
the possibility of having to pay benefits on the occurrence of an insured event that are at least 10%
more than the benefits payable if the insured event did not occur. Investment contracts are those
contracts that transfer financial risk with no significant insurance risk.
A number of insurance and investment contracts contain a DP
This feature entitles the holder to receive, as a supplement to guaranteed benefits, additional benefits
or bonuses:
-

that are likely to be a significant portion of the total contractual benefits;
whose amount or timing is contractually at the discretion of the Company; and
that are based on realised and/or unrealised investment returns on underlying assets held by
the Company.

Local statutory regulations and the terms and conditions of these contracts set out the bases for the
determination of the amounts on which the additional discretionary benefits are based (the DPF eligible
surplus), and within which the Company may exercise its discretion as to the quantum and timing of
their payment to contract holders, also considering the advice of the approved actuary.
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8.

(i)

(ii)

(i)

(ii)
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8.
(b)

(a)
(b)
(c)
(iv)
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(b)

(v)

9.
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10.

11.

Cash and cash equivalents
Cash and cash equivalents comprise cash in hand, demand deposits and time deposits maturing
within three months from the end of the reporting period.

12.

Dividend distribution
financial statements in the period in which the dividends are declared by the directors in the case of
interim dividends or are approved by the shareholders in the case of final dividends.

13.

14.
Revenue from contracts with customers is recognised when control of the goods or services are
transferred to the customer at an amount that reflects the consideration to which the Company expects
to be entitled in exchange for those goods or services.
Revenue also includes interest, dividend and rental income and is recognised as follows:
(a)

Rendering of services

Premium recognition, dealing with insurance contracts and investments contracts with DPF is
described in accounting policy 8. Revenue arising from the issue of investment contracts without DPF
is recognised in the accounting period in which the services are rendered.
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14.
(b)

Dividend income

Dividend income is recognised when the
(c)

right to receive payment is established.

Interest income

Interest income from financial assets not classified as fair value through profit or loss is recognised
using the effective interest method.
15.
Investment return includes dividend income, net fair value movements on financial assets at fair value
through profit or loss (including interest income from financial assets classified as fair value through
profit or loss), interest income from financial assets not classified as fair value through profit or loss,
rental receivable, net fair value movements on investment property and is net of investment expenses,
charges, and interest.
The investment return is allocated between the insurance technical account and the non-technical
account on the basis of the investment return as recommended by the approved actuary.
16.
(a)

Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the
functional and presentation currency.
(b)

Transactions and balances

Foreign currency transactions are translated into functional currency using the exchange rates
prevailing at the date of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognised in the profit or loss. Nonmonetary assets and liabilities denominated in currencies other than the functional currency that are
measured at fair value are re-translated using the exchange rate ruling on the date the fair value was
measured. Non-monetary assets and liabilities denominated in currencies other than the functional
currency that are measured in terms of historical cost are not re-translated. Exchange differences
arising on the translation of non-monetary items carried at fair value are included in profit or loss for
the period, except for differences arising on the re-translation of non-monetary items in respect of
which gains and losses are recognised in other comprehensive income. For such non-monetary items,
any exchange component of that gain or loss is also recognised in other comprehensive income.
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17.

(i)

(ii)
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17.

Leases - continued
(ii)

18.

Employee benefits
The Company contributes towards the state pension in accordance with local legislation. The only
obligation is to make the required contributions. Costs are expensed in the period in which they are
incurred.
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19.

Taxation
Current tax is recognised in profit or loss, except when it relates to items recognised in other
comprehensive income or directly in equity, in which case the current tax is also dealt with in other
comprehensive income or in equity, as appropriate. Current tax is based on the taxable result for the
period. The taxable result for the period differs from the result as reported in profit or loss because it
excludes items which are non-assessable or disallowed and it further excludes items which are taxable
or deductible in other periods. It is calculated using tax rates that have been enacted or substantively
enacted by the end of the reporting period.
Deferred tax is provided using the liability method for all temporary differences arising between the tax
bases of assets and liabilities and their carrying values for financial reporting purposes. Currently
enacted tax rates are used in the determination of deferred income tax. Deferred tax assets are
recognised only to the extent that future taxable profit will be available such that realisation of the
related tax benefit is probable.
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Notes to the financial statements
1.

2.
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(a)
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Management of insurance and financial risk - continued

(b)

(c)

(d)

(e)

30

LIFESTAR INSURANCE LIMITED
Annual Report and Separate Financial Statements - 31 December 2020
2.

Management of insurance and financial risk - continued
Financial risk
The Company is exposed to financial risk through its financial assets and liabilities, reinsurance assets,
and insurance liabilities. In particular, the key financial risk is that the proceeds from its financial assets
are not sufficient to fund the obligations arising from its insurance and investment contracts with DPF.
The most important components of financial risk are market risk (including currency risk, fair value
interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk.
These risks partly arise from open positions in interest rate, currency, debt and equity products, all of
which are exposed to general and specific market movements. The Company manages these
positions through adherence to an investment policy. The policy adopted is modelled to take into
account actuarial recommendations, and is developed to achieve long term investment returns in
excess of its obligations under insurance and investment contracts with DPF. The principal technique
underlying
and investment contracts with DPF by reference to the type of benefits payable to contract holders,
and the recommended portfolio mix as advised by the approved actuary.
processes and investment decisions are generally delegated to a dedicated Sub-Investment
Committee or the Chief Executive Officer. Transactions in excess of pre-established parameters are
subject to Board approval. The procedures consider, inter alia, a recommended portfolio structure,
authorisation parameters, asset and counterparty limits and currency restrictions. Management reports
to the Investment Committee on a regular basis. The Committee meets regularly to consider, inter alia,
investment prospects, liquidity, the performance of the portfolio and the overall framework of the
by the relevant Authority are
also taken into account as appropriate.
Market risk
(a)

Cash flow and fair value interest rate risk

Assets
Assets at floating interest rates
Assets at fixed interest rates

Liabilities
Technical provisions

2020

2019

14,946,802
30,404,165

15,335,250
38,312,041

45,350,967
================

53,647,291
================

97,121,173
================

92,638,831
================
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2.
Market risk - continued
(a)

Cash flow and fair value interest rate risk - continued

Interest rate risk is monitored by the Board on an ongoing basis. This risk is mitigated through the
distribution of fixed interest investments over a range of maturity dates, and the definition of an
investment policy as described earlier, which limits the amount of investment in any one asset or
towards any one counterparty. Management monitors the movement in interest rates and, where
possible, reacts to material movements in such rates by adjusting or restructuring its investment or
financing structure and by maintaining an appropriate mix between fixed and floating rate instruments.
As at the end of this reporting period, the Directors considered that no hedging arrangements were
necessary to address interest rate risk.
Insurance and investment contracts with DPF have benefit payments that are fixed and guaranteed at
the inception of the contract (for example, sum assured), or as bonuses are declared. The financial
component of these benefits is usually a guaranteed fixed interest rate set at the inception of the
contract, or the supplemental benefits payable.
contracts is the risk that interest income and capital redemptions from the financial assets backing the
liabilities are insufficient to fund the guaranteed benefits payable.
The supplemental benefits payable to holders of such contracts are based substantially on historic and
investment returns. The impact of interest rate risk is mitigated by the presence of the DPF.
Guaranteed benefits increase as supplemental benefits are declared and allocated to contract holders.
All insurance and investment contracts with a DPF feature can be surrendered before maturity for a
cash surrender value specified in the contractual terms and conditions. This surrender value is either
lower than or at least equal to the carrying amount of the contract liabilities as a result of the application
of surrender penalties set out in the contracts. The Company is not required to, and does not, measure
this embedded derivative at fair value.
The sensitivity for interest rate risk illustrates how changes in the fair value or future cash flows of a
financial instrument will fluctuate because of changes in market interest rates at the reporting date.
-income financial assets held to cover
policyholder liabilities. Interest-bearing assets or liabilities attributable to the Shareholders are not
operating cash flows are substantially independent of changes in market interest rates in this regard.
An indication of
assets is provided in Note 9 to the financial statements in relation to the value of in-force business.
Further sensitivity to investment return variations in relation to technical provisions is provided in Note
15 to the financial statements.
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2.
Market risk - continued
(a)

Cash flow and fair value interest rate risk - continued
Should the carrying amounts of assets at fixed interest rates at the end of the reporting period
increase/decrease by 10%, with all other variables held constant, the impact on the Company
pre-tax profit would be 3,040,416 (+/- 3,831,204 in 2019).

(b)

Price risk

The Company is exposed to market price risk arising from the uncertainty about the future prices of
investments held that are classified in the statement of financial position as at fair value through profit
or loss and as available-for-sale. This risk is mitigated through the adherence to an investment policy
geared towards diversification as described earlier.
The total assets subject to equity price risk are the following:

Other Investments (Note 14)

2020

2019

22,832,018
================

20,848,627
================

The sensitivity analysis for price risk illustrates how changes in the fair value of equity securities will
fluctuate because of changes in market prices, whether these changes are caused by factors specific
to the individual equity issuer, or factors affecting all similar equity securities traded in the market. The
Company is principally exposed to price risk in respect of equity investments. Approximately 35%
(2019: 40%) of equity securities held at fair value through profit or loss in Note 14 relate to holdings in
four local banks. The remaining equity securities held at fair value through profit or loss are mainly
held in equities in the Telecommunication Services, Property and Information Technology sectors.
The sensitivity analysis measures the change in the fair value of the instruments for a hypothetical
change of 10% in the market price. The amounts generated from the sensitivity analysis are forwardlooking estimates of market risk assuming certain market conditions. Actual results in the future may
differ materially from those projected results due to the inherent uncertainty of global financial markets.
Should market prices at the end of the reporting period increase/decrease by 10%, with all other
variables held constant, the impact on the Compan
-tax profit would be +/- 2,228,000 (2019:
+/- 1,949,000). This sensitivity analysis is based on a change in an assumption while holding all other
assumptions constant and does not consider, for example, the mitigating impact of the DPF element
on policyholder liabilities for contracts with a DPF.
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2.
Market risk continued
(c)

Currency risk

The
denominated in currencies other than the Euro. As at 31 December 2020
foreign currency investments (principally comprising a mix of US Dollar and UK pound) represented
3% (2019: 6%)
excluding the term deposits.
11.9% (2019: 2.2%
and term deposits, at 31 December
2020, are denominated in foreign currency (principally comprising a mix of US Dollar and UK pound).
The risk arising from foreign currency transactions is managed by regular monitoring of the relevant
ements thereto.
For financial instruments held or issued, a sensitivity analysis technique that measures the change in
the fair value and the cash flows of the
hypothetical changes in exchange rates has been used. The amounts generated from the sensitivity
analysis are forward-looking estimates of market risk assuming certain market conditions. Actual
results in the future may differ materially from those projected results due to the inherent uncertainty
of global financial markets. The sensitivity analysis is for illustrative purposes only, as in practice
market rates rarely change in isolation and are likely to be interdependent.
Should exchange rates at the end of the reporting period differ by +/-10% (2019: +/-10%), with all other
variables held constant, the impact on the Company
-tax profit would be +/- 457,000 (2019: +/487,000).
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. Financial assets that potentially subject the Company to concentrations of
credit risk consist principally of:
-

other investments;
;
amounts due from insurance policy holders and intermediaries;
cash and cash equivalents; and
amounts due from group undertakings.

The Company structures the levels of credit risk it accepts by placing limits on its exposure to a single
counterparty, or group of counterparties. Limits on the level of credit risk by category are defined within
regulatory
restrictions on asset and counterparty exposures.
investment portfolio is provided in Note 14 to these financial statements.
The Company is exposed to credit risk in respect of receivables from group undertakings. Management
he Company periodically
and makes provisions for balances which it believes may not be recoverable.
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2.
Credit risk continued
Credit risk in respect of other receivables is not deemed to be significant after considering the range of
underlying receivables, and their creditworthiness. Receivables are stated net of impairment. Further detail
in this regard is provided in Note 16 to the financial statements.
Reinsurance is used to manage insurance risk.
as primary insurer. If a reinsurer fails to pay a claim for any reason, the Company remains liable for
payment to the policyholder. The creditworthiness of reinsurers is considered on an ongoing basis and by
reviewing their financial strength prior to finalisation of any contract.
AAA to AA+ bracket as at 31 December 2020.
The following table illustrates the assets that expose the Company to credit risk as at the end of the
reporting period and includes the Standard & Poor
composite rating for debt securities
at fair value through profit or loss, when available, and the default rating for deposits with banks and cash
and cash equivalents, when available.
Assets bearing credit risk at the end of the reporting period are analysed as follows:

As at 31 December 2020
AAA
to AA
Investments
Debt securities at fair value
through profit or loss

Loans and receivables
Loans secured on policies
Other loans and receivables
Trade and other receivables
Amounts due from
group undertakings
Term Deposits
Cash and cash equivalents

Reinsurance share of
technical provisions
Total assets bearing credit risk

BBB
to B

Below B
to unrated

Total

6,263,730 18,024,340
----------------------------------- -------------------------------------6,263,730 18,024,340
----------------------------------- --------------------------------------

941,285
----------------------------------941,285
-----------------------------------

27,393,937
---------------------------------27,393,937
----------------------------------

-

39,090
341,109

39,090
3,084,845
341,109

- 12,489,101
----------------------------------- ----------------------------------- -------------------------------------- 3,084,845 12,489,101
----------------------------------- ----------------------------------- --------------------------------------

6,578,431
3,010,223
2,457,701
----------------------------------12,426,554
-----------------------------------

6,578,431
3,010,223
14,946,802
---------------------------------28,000,500
----------------------------------

20,749,174
----------------------------------- ----------------------------------- -------------------------------------- ----------------------------------22,913,756 9,348,575 30,513,441 13,367,839
================= ================= =================== =================

20,749,174
------------------------------------76,143,611
===================

2,164,582
----------------------------------2,164,582
-----------------------------------

A

3,084,845
-
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Credit risk continued
As at 31 December 2019
AAA
to AA
Investments
Debt securities at fair value
through profit or loss
Debt securities asset-for-sale

BBB
to B

Below B
to unrated

Total

7,851,719 15,023,141
126,500
----------------------------------- -------------------------------------7,851,719 15,149,641
----------------------------------- --------------------------------------

4,805,754
----------------------------------4,805,754
-----------------------------------

29,654,509
126,500
---------------------------------29,781,009
----------------------------------

-

71,022
1,910,000
300,524

71,022
5,195,629
300,524

- 14,301,111
----------------------------------- ----------------------------------- -------------------------------------- 3,285,629 14,301,111
----------------------------------- ----------------------------------- --------------------------------------

6,002,578
3,502,449
1,034,139
----------------------------------12,820,712
-----------------------------------

6,002,578
3,502,449
15,335,250
---------------------------------30,407,452
----------------------------------

17,568,236
----------------------------------- ----------------------------------- -------------------------------------- ----------------------------------19,542,131 11,137,348 29,450,752 17,626,466
================= ================= =================== =================

17,568,236
------------------------------------77,756,697
===================

1,973,895
----------------------------------1,973,895
-----------------------------------

Loans and receivables
Loans secured on policies
Other loans and receivables
Trade and other receivables
Amounts due from
group undertakings
Term Deposits
Cash and cash equivalents

-

Reinsurance share of
technical provisions
Total assets bearing credit risk

A

3,285,629
-

The tables below a
into relevant maturity groupings based on the
remaining period between the end of the reporting period and the maturity date. The expected cash
outflows for insurance and investment contracts do not consider the impact of early surrenders. Resilience
and closure reserves are not included in the figures below.
Expected discounted cash inflows
_______________________________________________________________
Between
Less than one and
one year five years

Between
Between
five and
ten and
ten years twenty years

Over
20 years

Total

As at 31 December 2020
Reinsurance share of
Technical provisions
1,037,459 4,772,312 2,697,392
4,357,326
7,884,6 20,749,175
_______________________________________________________________
As at 31 December 2019
Reinsurance share of
Technical provisions
878,412 4,040,696 2,283,870
3,689,329 6,675,929 17,568,236
_______________________________________________________________
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2.
Credit risk continued
Unrated financial assets principally comprise locally traded corporate bonds on the Malta Stock
Exchange, amounts due from group companies, trade and other receivables, loans secured on policies
and certain deposits with local bank institutions for which no international rating is available.
As at 31 December 2020 and 2019 the Company had an exposure with the Government of Malta
through investments in debt securities. In 2020 these were equivalent to 7% (2019: 10%) of the
investments.
Liquidity risk
Liquidity is the risk that cash may not be available to pay obligations when due at a reasonable cost.
The Company adopts a prudent liquidity risk management approach by maintaining a sufficient
proportion of its assets in cash and marketable securities through the ability to close out market
positions. Senior management is updated on a regular basis on the cash position of the Company
illustrating, inter alia, actual cash balance net of operational commitments falling due in the short term
as well as investment commitments falling due in the medium and long term.
The Company is exposed to daily calls on its available cash resources in order to meet its obligations,
including claims arising from contracts in issue by the Company. Other financial liabilities which expose
the Company to liquidity risk mainly comprise trade and other payables. Liquidity is the risk that cash
may not be available to pay obligations when due at a reasonable cost.
the remaining period between the end of the reporting period and the maturity date. The expected
cash outflows for insurance and investment contracts do not consider the impact of early surrenders.
Resilience and closure reserves are not included in the figures below.
Expected discounted cash outflows
_______________________________________________________________
Less than
one year

Between
one and
five years

Between
Between
five and
ten and
ten years twenty years

Over
20 years

Total

As at 31 December 2020
Technical provisions
6,877,195 27,802,157 16,735,537 24,695,346 48,315,862 124,426,097
_________________________________________________________________
As at 31 December 2019
Technical provisions
6,219,923 25,145,031 15,136,077 22,335,146 43,698,186 112,534,363
_________________________________________________________________
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3.
he Company

long term and linked long term insurance business:

(i)

Periodic premiums
2020
2019
Gross Premium Income

6,740,305
================

6,776,869
================

Comprising:
Individual business
Group contracts

Periodic premiums
2020
2019
Investment contracts

6,984,346
================

5,521,013
================

Single premiums
2020
2019
6,455,892
================

5,254,750
================

2020

2019

12,795,994
400,203

11,572,055
459,564

13,196,197
================

12,031,619
================

Single premiums
2020
2019
================

================

(ii)
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(iii)

Gross premiums written
Insurance contracts
Investment contracts with DPF

Claims incurred, net of reinsurance
Insurance contracts
Investment contracts with DPF
Transfer from administrative expenses (Note 6)

2020

2019

6,740,305
6,455,892

6,776,869
5,254,750

13,196,197
================

12,031,619
================

2020

2019

6,372,973
3,802,490
125,733

4,374,807
3,770,295
200,538

10,301,196
================

8,345,640
================

2020

2019

(iv)

Acquisition costs
Administrative expenses
Reinsurance commissions and profit participation
Gain on disposal of fixed assets

333,093
4,667,508
(476,603)
-

2,047,339
1,916,861
(334,199)
(15)

4,523,998
================

3,629,986
================

(v)
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Investment income
Rental income from investment property
Dividends received from:
- investments at fair value through profit or loss
- available-for-sale investments
Interest receivable from:
- other loans and receivables
- investments at fair value through profit or loss
- available-for-sale investments
Other income

Investment charges and expenses
Investment management charges
Loans & receivables written off
Reversal of impairment/ (impairment loss) on non-quoted equity

Movement in fair value
Net fair value gain on investment property
Net fair value gain/ (loss) on investment bonds
Net fair value gain/ (loss) on investment equity and
collective investment schemes

Total investment return
Allocated as follows:
Technical profit and loss account
Non-technical profit and loss account

2020

2019

689,630

610,961

226,813
18,254

739,185
49,523

313,826
1,096,270
1,244
90,870

591,203
1,264,904
2,994
36,704

2,436,907

3,295,474

(47,182)
205,237

(38,015)
(15,675)
(1,222,445)

158,055

(1,276,135)

2,055,651
(472,553)

498,058
1,744,954

(1,921,958)

1,539,801

(338,860)

3,782,813

2,256,102
================

5,802,152
================

1,579,269
676,833

4,061,506
1,740,646

2,256,102
================

5,802,152
================

40

LIFESTAR INSURANCE LIMITED
Annual Report and Separate Financial Statements - 31 December 2020
5.

Finance costs

Interest on preference shares
Interest on amounts due to immediate parent

Allocated as follows:
Non-technical account
6.

2019

-

2,833
31,168

================

34,001
================

================

34,001
================

2020

2019

422,999
310,000
234,366
189,750
2,129,822
64,154
105,104
100,677
137,753
86,664
987,144
7,031

528,113
209,132
202,351
1,481,652
85,997
154,175
103,318
61,424
120,405
78,987
920,533
7,304

4,775,464
================

3,953,391
================

125,733
4,523,998
125,733

200,538
3,629,986
122,867

4,775,464
================

3,953,391
================

Expenses by nature

Professional Fees
Management fees (Note 25)
Amortisation of computer software (Note 9)
IT related expenses
Commission and direct marketing costs
Depreciation of plant and machinery (Note 11)
Other expenses
Intangible asset write-off (Note 9)
Bank charges
Licences and insurance
Office expense
Wages and salaries recharged from group undertaking
Lease expenses (Note 10)

Allocated as follows:
Technical account
- benefits and claims incurred
- net operating expenses
Non-technical account

payable to the auditor comprise
Nil) for non-assurance services and
7.

2020

nancial year amounted to
) for other assurance services
) for tax services.

). Other fees

Tax (credit)/ charge
2020
Current tax
Deferred tax charge/ (credit) (Note 20)
Tax (credit)/ charge

2019

103,445
(822,257)

91,069
402,323

(718,812)
================

493,392
================
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Tax (credit)/ charge - continued
Income tax recognised in other comprehensive income is as follows:
2020
Deferred tax
Revaluations of property, plant and equipment
Revaluations of available-for-sale financial assets

21,529
(39,067)

2020

2019
(47,722)

2019

(Loss) / Profit before tax

(406,110)

1,996,847

Theoretical tax charge at 35%

(142,139)

698,896

Tax effect of:
Income taxed at lower rates
Adjustment for income not subject to tax
Disallowable expenses for tax purposes
Adjustment relating to prior year taxation
Adjustment for tax rates differences on investment property revaluation
Dividends received from the untaxed account and FTA
Other

(137,926)
(106,763)
14,448
126,039
(551,496)
79,025

(121,694)
(70,347)
(15,848)
2,385

(718,812)
================

493,392
================

Tax (credit) / charge

8.
intermediate parent company.

Directors fee

2020

2019

15,000
================

17,500
================
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Intangible assets
Value of
in-force
business
Year ended 31 December 2020
Opening net book amount
Increment in value of in-force business (Note 19)
Additions
Amortisation charge (Note 6)
Write-off (Note 6)
Net book amount
At 31 December 2020
Cost or valuation
Accumulated amortisation/impairment
Net book amount
Year ended 31 December 2019
Opening net book amount
Increment in value of in-force business (Note 19)
Additions
Amortisation charge (Note 6)
Write-off (Note 6)
Net book amount
At 31 December 2019
Cost or valuation
Accumulated amortisation/impairment
Net book amount

Computer
Software

Total

10,473,805
68,114
-

1,422,209
346,067
(234,366)
-

11,896,014
68,114
346,067
(234,366)
-

10,541,919
================

1,533,910
================

12,075,829
================

10,541,919
-

2,822,175
(1,288,265)

13,364,094
(1,288,265)

10,541,919
================

1,533,910
================

12,075,829
================

9,585,327
888,478
-

1,680,460
54,199
(209,132)
(103,318)

11,265,787
888,478
54,199
(209,132)
(103,318)

10,473,805
================

1,422,209
================

11,896,014
================

10,473,805
-

2,476,108
(1,053,899)

12,949,913
(1,053,899)

10,473,805
================

1,422,209
================

11,896,014
================
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9.

Intangible assets - continued
Computer software relates to the C
software 1,533,910 (2019: 1,422,209) will be fully amortised in 10 years. Amortisation charge of
234,366 (2019: 209,132) has been charged and included in the technical account.
Value of in-force business

assumptions, changes in assumptions and sensitivity

The value of innsfers to
Shareholders from policies in force at the year end, after making provision for deferred taxation. The value
of in-force business is determined by the Directors on an annual basis, based on the advice of the
approved actuary.
The assumption parameters of the valuation are based on a combination of the Company
and market data. Due to the long-term nature of the underlining business, the cash flow projection period
for each policy is set to its maturity date. The valuation is based on a discount rate of 5.25% (2019: 5.25%)
and a growth rate of 3.2% to 4% (2019: 3.7% to 5%) depending on the type of policy.
The valuation assumes a margin of 1% (2019: 0.94%) between the weighted average projected
investment return and the discount factor applied. The calculation also assumes lapse rates varying from
0% to 27% (2019: 0% to 26%), and expenses are implicitly inflated.
Sensitivity of the main assumptions underlying the valuation is applied as follows:
-

a 10% increase in the assumption for policy maintenance expenses reduces the VOIFB by 1,183,686
(2019: 688,000);
a decrease in the projected investment return by 10% reduces the VOIFB by 969,289 (2019:
1,007,175); and
an increase in the discount factor by 10% reduces the VOIFB by 617,233 (2019: 555,208).
The above sensitivity analysis is based on a change in an assumption while holding all other assumptions
constant.
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10.

Leases
(a)

Leases as the lessee (IFRS 16)

The Company leases property which generally run for a period of two years with the option to renew.
Lease payments are subsequently renegotiated to reflect market rates.
(i)

Right-of-use assets

Right-of-use asset related to leased properties that do not meet the definition of investment property are
presented as a separate line item on the face of the Statement of Financial Position.
2020
Property
Balance on 1 January
Accumulated Depreciation
Balance on 31 December
(ii)

2019
Property

19,889
(6,120)

26,009
(6,120)

13,769
================

19,889
================

2020
Property

2019
Property

6,120
911
================

6,120
1,184
================

Amounts recognized in profit or loss

Depreciation of right-of-use asset
Interest expense on lease liabilities

There were no operating lease agreements considered as short term leases.
(iii)

Amounts recognized in statement of cash flows

Total cash outflows for leases
(iv)
The

2020
Property

2019
Property

6,679
================

5,208
================

Lease liability
15,033

.
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10.

Leases

Continued

(b)

Leases as the lessor (IFRS 16)

The Company leases out certain property. Note 12 sets out information about investment property. The
Company has classified these leases as operating leases because they do not transfer substantially all
the risks and rewards incidental to the ownership of the assets.
The following table sets out a maturity analysis of lease payments receivable, showing the undiscounted
lease payments to be received after the reporting date.
2020

Operating leases under IFRS 16

Less than one year
One to two years
Two to three years
Three to four years

2020

2019

650,016
292,227
-

677,785
650,016
292,227
-

942,243
================

1,620,028
================
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11.

Property, plant and equipment

Land and
building
Year ended 31 December 2020
Opening net book amount
Additions
Revaluation for the year
Reclassified to investment property
Depreciation charge
Net book amount
At 31 December 2020
Cost
Accumulated depreciation
Net book amount
Year ended 31 December 2019
Opening net book amount
Additions
Depreciation charge
Net book amount
At 31 December 2019
Cost
Accumulated depreciation
Net book amount

Office
furniture,
fittings and
equipment

Total

1,935,654
27,827
269,117
(169,949)
(37,858)

35,254
35,696
(26,296)

1,970,908
63,523
269,117
(169,949)
(64,154)

2,024,791
================

44,654
================

2,069,445
================

2,423,686
(398,895)

1,523,956
(1,479,302)

3,947,642
(1,878,197)

2,024,791
================

44,654
================

2,069,445
================

2,000,774
(65,120)

34,279
21,852
(20,877)

2,035,053
21,852
(85,997)

1,935,654
================

35,254
================

1,970,908
================

2,296,691
(361,037)

1,488,260
(1,453,006)

3,784,951
(1,814,043)

1,935,654
================

35,254
================

1,970,908
================

1,486,911 (2019: 1,468,486) worth of office furniture, fittings and equiment assets have been fully
depreciated, but are still in use.
During the year, the Company revalued its investment property. Further detail is set out in Note 12
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12.

Investment property and assets held for sale

Year ended 31 December 2020
Opening net book amount
Reclassified from property, plant and equipment
Increase in fair value

15,537,750
169,949
2,055,651

Closing net book amount

17,763,350
================

At 31 December 2020
Cost
Accumulated fair value gains

6,015,522
11,747,828

Net book amount

17,763,350
================

Year ended 31 December 2019
Opening net book amount
Property reclassified to assets held-for-sale
Increase in fair value

15,239,692
(200,000)
498,058

Closing net book amount

15,537,750
================

At 31 December 2019
Cost
Accumulated fair value gains

5,845,573
9,692,177

Net book amount

15,537,750
================

During 2019, the Company has reclassified investment property which had a book value of 200,000 to
assets held-for-sale in the statement of financial position. This consists of a property in Barcelona which
relates to the property segment. This property was expected to be sold within 12 months from the date of
classification as assets held-for-sale. There were no movements on this property during 2020.
-for-sale,
and information about the fair value hierarchy at 31 December 2020 and 2019 are as follows:
Fair value measurement at end of the
reporting period using:
Level 1
Level 2
Level 3
2020
Investment property:
Local property
Foreign property
Total

Total

-

-

17,763,350
200,000

17,763,350
200,000

================

================

17,963,350
================

17,963,350
================

48

LIFESTAR INSURANCE LIMITED
Annual Report and Separate Financial Statements - 31 December 2020
12.

Investment property and assets held for sale - continued
Fair value measurement at end of the
reporting period using:
Level 1
Level 2
Level 3
2019
Investment property:
Local property
Foreign property
Total

Total

-

-

15,537,750
200,000

15,537,750
200,000

================

================

15,737,750
================

15,737,750
================

In estimating the fair value of the properties, the highest and best use of the properties is their current
use. In accordance with the Company's accounting policy, the valuation of investment properties is
assessed by the Board of Directors at the end of every reporting period.
During 2020 the Company revalued its investment property on the basis of valuations obtained from an
independent professionally qualified valuer. The fair value movements in relation to investment property
were credited to profit or loss and are presented within
(refer Note 4
dited to
Other Comprehensive Income.
The fair value of foreign properties was determined in 2019 by reference to an independent
professionally qualified valuer. The basis of valuation adopted by the independent qualified valuer is the
completed unconditionally, for cash consideration, by a willing seller, assuming there had been a
reasonable period for the proper marketing of the property, and for the agreement of the price and terms
for the completion of the sale. The directors are of the opinion that the fair value of the foreign properties
have not altered significantly since the date of the valuation and hence this is an appropriate estimate
of the fair value at 31 December 2020. There has been no change to the valuation technique during the
year.
local properties:

2020
Local properties

Significant unobservable input
EUR

Narrative sensitivity
EUR

Rental

The higher the price per square
metre, the higher the fair value

value

per

square

metre,

(2019

Foreign property

Rent growth of 1.6% (2019: 1.6%)
per annum

The higher the rent growth, the
higher the fair value

Discount rate of 5.55% (2019: 5.7%)

The higher the discount rate, the
lower the fair value

Value per square metre of

The higher the price per square
metre, the higher the fair value
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12.

Investment property and assets held for sale - continued
2020 are as
follows:

Year ended 31 December 2020
At the beginning of the year
Additions
Fair value gains
At end of year
Year ended 31 December 2019
At the beginning of the year
Property reclassified to
assets held-for-sale
Fair value gains
At end of year

Local
property

Foreign
property

Total

15,537,750
169,949
2,055,651

-

15,537,750
169,949
2,055,651

17,763,350
================

================

17,763,350
================

15,039,692

200,000

15,239,692

498,058

(200,000)
-

(200,000)
498,058

15,537,750
================

================

15,537,750
================

Operating leases relate to the investment property owned by the Company with lease terms of between
1 to 5 years. The lessee does not have an option to purchase the property at the expiry of the lease
period. The rental income earned, under operating leases, amounted to 689,630 (2019: 610,961).
13.

Investments in group undertakings

Cost
Year ended 31 December

2020

2019

1,048,218
================

1,048,218
================

The group undertakings at 31 December 2020 are shown below:
Group undertakings
LifeStar Health Limited

Registered
office
Testaferrata Street
Ta Xbiex

Class of
shares held

Percentage
of shares held
2020
2019
100%

100%

The principal activity of LifeStar Health Limited is to carry on business of an agent in all classes of health
insurance, in terms of the Insurance Intermediaries Act (Cap. 487 of the Laws of Malta).
LifeStar Health Limited has also issued nonsubscribers of suc
LifeStar Health Limited,
and hence the Company is deemed to have 100% of ownership interest. The distribution of dividends by
LifeStar Health Limited is restricted by the own funds requirements of the Insurance Intermediaries Act
(Cap. 487 of the Laws of Malta).
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13.

Investments in group undertakings - continued
Capital and reserves
2020

2019

2,069,639
================

1,465,366
================

2020

2019

Fair value through profit or loss
Available-for-sale investments
Investments in equity measured at cost
Loans and receivables
Term Deposits

74,930,424
1,205,377
1,362,102
3,123,936
3,010,223

67,144,191
1,489,946
1,222,445
5,266,651
3,502,448

Total investments

83,632,062
================

78,625,681
================

2020

2019

21,387,136
749,837

18,839,331
645,850

22,136,973

19,485,181

Assets held to cover linked liabilities:
Collective investment schemes

25,399,514

18,004,501

Debt securities - fixed interest rate:
Government bonds
Corporate bonds

16,220,768
11,173,169

17,533,484
12,121,025

27,393,937
================

29,654,509
================

74,930,424
================

67,144,191
================

LifeStar Health Limited
14.

Other investments

(a) Investments at fair value through profit or loss

Equity securities and units in unit trusts:
Listed shares
Collective investment schemes

Total investments at fair value through profit or loss

Technical provisions for linked liabilities amounted to 26,247,639 (2019: 18,762,578) as at 31
December 2020. They are included in the liability for investment contracts without DPF in Note 15. Their
expected recovery is back to back with the respective technical provision for linked liabilities which
maturity table is disclosed in Note 2.
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14.

Other investments - continued
(a) Investments at fair value through profit or loss - continued
Maturity of fixed income debt securities classified as fair value through profit or loss.

Within 1 year
Between 1 and 2 years
Between 2 and 5 years
Over 5 years

Weighted average effective interest rate
at the balance sheet date

2020

2019

3,231,655
778,711
6,091,952
17,291,619

2,828,461
2,440,453
5,491,678
18,893,917

27,393,937
==================

29,654,509
==================

%

%

5
==================

6
==================

All other securities classified at fair value through profit or loss are non-current in nature.
The movements in investments classified as fair value through profit or loss are summarised as
follows:
2020
Year ended 31 December
Balance at 1 January
Additions
Disposals
Net fair value and foreign exchange movements
Balance at 31 December
At 31 December
Cost
Accumulated fair value and foreign exchange gains
Net book amount

2019

67,144,191
12,445,278
(7,977,462)
3,318,417

65,085,105
7,034,281
(7,971,638)
2,996,443

74,930,424
==================

67,144,191
==================

64,163,228
10,767,196

59,695,412
7,448,779

74,930,424
==================

67,144,191
==================

The table below analyses debt securities classified at fair value through profit or loss by sector:

Banks
Energy
Government
Other

2020

2019

1,662,092
1,984,835
16,220,768
7,526,242

2,259,033
2,635,003
17,533,484
7,226,989

27,393,937
==================

29,654,509
==================
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14.

Other investments - continued
(b) Available-for-sale investments
Equity securities
Listed corporate bonds
Total investments at available-for-sale

2020

2019

1,205,377
-

1,363,446
126,500

1,205,377
================

1,489,946
================

The movements in investments classified as available-for-sale are summarised as follows:
2020
Year ended 31 December
Balance at 1 January
Additions
Disposals
Foreign currency movement
Net fair value movement
Balance at 31 December
At 31 December
Cost
Accumulated fair value and foreign currency movements
Net book amount

(c) Investments in equity measured at cost
Equity securities

2019

1,489,946
322,795
(473,818)
(21,927)
(111,619)

1,018,860
725,770
(166,985)
48,652
(136,351)

1,205,377
================

1,489,946
================

1,325,935
(120,558)

1,476,958
12,988

1,205,377
================

1,489,946
================

2020
1,362,102
================

2019
1,222,445
================

The movements in investments classified as equity measured at cost are summarised as follows:
2020
Year ended 31 December
Balance at 1 January
Additions
Reversal of impairment loss/ (impairment loss)
Foreign currency movement
Balance at 31 December

2019

1,222,445
205,237
(65,580)

2,249,841
125,719
(1,222,445)
69,330

1,362,102
================

1,222,445
================
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14. Other investments - continued
(c) Investments in equity measured at cost - continued
The ultimate shareholder of LifeStar Insurance Limited is a director of the foreign investment classified as
investment in equity measured at cost, with a carrying amount as at year end of 1,362,102 (2019:
1,222,445). This investment is in a start-up fintech company and given the embryonic stage of the
company and of the industry itself, the Directors believe that the variability in the range of the reasonable
fair value measurement is significant and the probabilities of the various estimates cannot be reasonably
assessed. In view of this, the Company has not measured this investment at fair value and its carrying
amount is equivalent to price paid at settlement date to acquire this instrument net of any impairment
losses.
(d) Loans and receivables

2020

2019

Loans secured on policies
Other loans and receivables

39,090
3,084,846

71,022
5,195,629

3,123,936
================

5,266,651
================

Loans secured on policies are substantially non-current in nature. Other loans and receivables are nonderivative financial assets with fixed or determinable payments that are not quoted in an active market,
other than those that the Company intends to sell in the short term. They are charged with interest at the
rate of 12% (2019: 8%) per annum. The movements of loans and receivables are summarised as follows:
2020

2019

Year ended 31 December
Balance at 1 January
Additions
Disposals
Amortisation of premium
Reversal of the provision for impairment / (provision for impairment)

5,266,651
(1,941,931)
(6,164)
(194,620)

4,848,600
3,291,351
(3,079,730)
(5,570)
212,000

Balance at 31 December

3,123,936
================

5,266,651
================

(e) Term Deposits
Bank term deposits earn average interest of 1.3% per annum. As at year end, their carrying amount
approximated to its fair value.
2020

2019

Year ended 31 December
Balance at 1 January
Additions
Disposals

3,502,448
1,010,223
(1,502,448)

3,502,448
-

Balance at 31 December

3,010,223
================

3,502,448
================

54

LIFESTAR INSURANCE LIMITED
Annual Report and Separate Financial Statements - 31 December 2020
15.

Technical provisions

insurance contracts and investment contracts
2020

2019

69,378,062
28,800,396

67,429,889
26,341,896

98,178,458

93,771,785

Investment contracts without DPF

26,247,639

18,762,578

Total gross technical provisions

124,426,097
================

112,534,363
================

Insurance contracts
Investment contracts with DPF

Insurance contracts are further analysed as follows:

Gross technical provisions - insurance contracts
Short term insurance contracts
- claims outstanding
- other provisions
Long term insurance contracts
- claims outstanding
- long term business provision

Reinsurers' share of technical provisions - insurance contracts
Short term insurance contracts
- claims outstanding
- other provisions
Long term insurance contracts
- claims outstanding
- long term business provision

Net technical provisions - insurance contracts
Short term insurance contracts
claims outstanding
other provisions
Long term insurance contracts
claims outstanding
long term business provision

2020

2019

44,858
201,115

43,000
123,168

906,643
68,225,446

1,024,717
66,239,004

69,378,062
====================

67,429,889
====================

(31,400)
(93,706)

(30,100)
(86,234)

(346,624)
(20,277,445)

(371,297)
(17,080,605)

(20,749,175)
====================

(17,568,236)
====================

13,458
107,409

12,900
36,934

560,019
47,948,002

653,420
49,158,399

48,628,888
====================

49,861,653
====================
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15.

Technical provisions

insurance contracts and investment contracts - continued

The movements in technical provisions relating to insurance contracts and investment contracts with
DPF net of reinsurance are analysed below:
Investment
Insurance
contracts
contracts
with DPF
Total
Year ended 31 December 2020
At beginning of year
Charged to technical account
- change in the provision for claims
- change in other technical provisions
At end of year
Year ended 31 December 2019
At beginning of year
Charged to technical account
- change in the provision for claims
- change in other technical provisions
At end of year

49,861,653

26,341,896

76,203,549

(92,843)
(1,139,922)

40,546
2,417,954

(52,297)
1,278,032

48,628,888
================

28,800,396
================

77,429,284
================

48,366,552

24,976,684

73,343,236

(102,488)
1,597,589

(222,369)
1,587,581

(324,857)
3,185,170

49,861,653
================

26,341,896
================

76,203,549
================

2020

2019

44,858
906,643
105,784

43,000
1,024,717
65,237

1,057,285
================

1,132,954
================

Claims outstanding are further analysed as follows:

Claim outstanding
Short term insurance contracts
Long term insurance contracts
Investment contracts with DPF

Claims outstanding are expected to be settled within 12 months from the balance sheet date and
therefore are current in nature.
Long term contracts
(a)

assumptions, changes in assumptions and sensitivity

Assumptions

For long term contracts, estimates are determined by reference to a number of variables, including
amongst others the expected future deaths (mortality), investment return, policy maintenance expenses,
lapse and discount rate. The assumptions that have the greatest effect on the Statement of Financial
Position and Statement of Comprehensive Income are Mortality and investment return.
Mortality estimates are based on standard mortality tables that reflect recent historical mortality
d average
rate of investment return is applied, reflecting current investment yields, adjusted by a margin of
contingency. Allowance is made for policy maintenance expenses at a rate determined by reference to
ation assumes the continuation of existing tax legislation
and rates.
56

LIFESTAR INSURANCE LIMITED
Annual Report and Separate Financial Statements - 31 December 2020
15.

Technical provisions
Long term contracts

insurance contracts and investment contracts - continued

assumptions, changes in assumptions and sensitivity - continued

(b) Changes in assumptions
During the year, there were no changes in mortality assumptions for interest sensitive or unit linked
business; however, there was a slight reduction in mortality rates of permanent term assurances by
10% (2019: 10%) to be more in line with the reinsurance rates.
Sensitivity analysis
The following table presents the sensitivity of the value of liabilities variable that will trigger an
adjustment and the liability disclosed in this note to movements in the assumptions used in the
estimation of liabilities for long term contracts. The table below indicates the level of the respective
adjustment that would be required.
Increase in liability
2020
2019
10% loading applied to mortality assumptions - Gross
10% loading applied to mortality assumptions - Net
Lowering of investment return by 25 basis points

5,334,879
857,658
699,788
================

4,596,714
597,455
782,069
================

The above analysis is based on a change in an assumption while holding all other assumptions
constant. In practice, this is unlikely to occur, and changes in some of the assumptions may be
correlated.
16.

Receivables, prepayments and accrued income
Receivables arising out of direct insurance operations:
- due from policyholders (Note i)
Other loans and receivables:
- receivables from intermediate parent (Note ii)
- receivables from other related parties (Note iii)
Other receivables (Note iv)

Prepayments and accrued income:
- prepayments
- accrued income

2020

2019

142,927

224,276

2,164,471
4,413,961
198,182

1,791,295
4,211,283
76,248

6,919,541
================

6,303,102
================

2020

2019

163,238
917,383

546,293
679,743

1,080,621
================

1,226,036
================

Note i: Interest-bearing automatic premium loans are classified as investments in Note 14 to the financial
statements.
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16.

Receivables, prepayments and accrued income - continued
Note ii: Amounts due from intermediate parent are unsecured, interest-free and expected to be repaid in
ed for the time-value of money and is
stated net of provision of 255,891 (2019

Note iii: Amounts due from other related parties are unsecured, interest-free and as at 31 December 2020
ed for
the time-value of money and is stated net of provision of 129,383 (2019
29,383). Such
balance has been carried forward prior to 1 January 2017.
Note iv: Other receivables are unsecured, interest-free and repayable on demand. They are stated net of
provision for impairment of 11,631 (2019 87,474). The movement of 75,843 (2019
is included in the statement of comprehensive income non-technical.
Amounts due from intermediate parent and other related parties are non-current in nature, whilst the rest
of the amounts are current in nature.
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17.

Share capital
2020

5,000,000
3,936,625 of which were issued and called up

Authorised

Issued and
Called up

11,646,865

9,169,870

11,646,865
================

9,169,870
================
2019

73 each,
3,936,625 of which were issued and called up

Authorised

Issued and
Called up

10,846,865

9,169,870

10,846,865
================

9,169,870
================

The Company had preference shares which bore interest of 4.25% per annum, however, these were
redeemed at par between February 2009 and February 2019. Preference shares in the Company did
NIL
Retained Earnings
As noted in Note 16, amounts due from the intermediate parent are unsecured, interest-free and expected
adjusted for the time-value of money and
is stated net of provision of 255,891 (2019
Capital Management

to comply with the insurance capital requirements required by the Maltese insurance regulator,
the MFSA;
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 commensurate
with the level of risk.
In order to maintain or adjust the capital structure, the Company may issue new shares or capitalise
contributions received from its shareholders.
As of 1 January 2016, the Solvency II Directive (2009/138/EC) came into force with new regulatory
requirements that ascertain the level of capital required on the basis of the risks the Company
undertakes. Solvency II also outlines how the Own Funds shall be derived by converting the statement
of financial position from an IFRS perspective to one where assets and liabilities are measured in line
with their underlying economic value.
The Directors are actively involved in the implementation of the Solvency II rules and these are highly
and regular monitoring of the Solvency Capital Requirement
onsidered crucial.
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17.

Share capital - continued
The Company is required to hold regulatory capital for its long term insurance business in compliance
with the Solvency II Directive. The Solvency II Directive stipulates the Minimum Capital Requirement
old. The MCR and SCR must be maintained at
all times throughout the year.
Based on the audited SCR calculations as at 31 December 2020, the Company has complied with the
capital and solvency requirements as stipulated in the rules issued by the MFSA. Going forward, the
Company is also expected to continue meeting the Solvency II requirements, based on the projected
SCR calculations included in the 2020 ORSA report. In the case of any solvency gap, the Directors
have put in place a capital plan aimed to
meet the required SCR.

18.

Dividends paid and declared
No dividend was paid or declared during the year (2019

to ordinary shareholders.

60

LIFESTAR INSURANCE LIMITED
Annual Report and Separate Financial Statements - 31 December 2020
19.

Other reserves
Value of
in-force
business

Other
unrealised
gains

Property
revaluation
reserve

Total

At beginning of year
10,078,743
Increment in value in-force business
transferred from
retained earnings (Note 9)
68,114

326,834

1,062,461

11,468,038

-

-

68,114

Year ended 31 December 2020

Revaluation of property (Note 11)

-

-

269,117

269,117

Deferred tax movement on
revaluation of property

-

-

(21,529)

(21,529)

Net loss on available-for-sale
financial assets (Note 14)

-

(111,619)

-

(111,619)

Deferred tax movement on
available-for-sale financial asset

-

39,067

-

39,067

10,146,857
================

254,282
================

1,310,049
================

11,711,188
================

At beginning of year
9,190,265
Increment in value in-force business
transferred from
retained earnings (Note 9)
888,478

415,464

1,062,461

10,668,190

-

-

888,478

At end of year
Year ended 31 December 2019

Net loss on available-for-sale
financial assets (Note 14)

-

(136,351)

-

(136,351)

Deferred tax movement on
available-for-sale financial asset

-

47,721

-

47,721

10,078,743
================

326,834
================

1,062,461
================

11,468,038
================

At end of year

The above reserves are not distributable.
The value of ininsurance business as at year-end.
The other unrealised gains represents the difference between the fair value of the investments
classified as available-for-sale assets and the amortised cost.
The property revaluation reserve represents the difference between the carrying amount of the
property and its fair value at the date when the Directors reassessed its use from an owner-occupied
one to a property held to earn rentals or for capital appreciation.

61

LIFESTAR INSURANCE LIMITED
Annual Report and Separate Financial Statements - 31 December 2020
20.

Deferred income tax
Deferred taxes are calculated on temporary differences under the balance sheet liability method using a
principal tax rate ranging between 8% and 35% (2019: 8% and 35%). In particular temporary differences
on investment properties situated in Malta that have been owned by the Company since 1 January 2004
are calculated under the liability method using a principal tax rate of 8% of the carrying amount, while
investment properties situated in Malta that had been acquired by the Company before 1 January 2004
are calculated under the liability method using a principal tax rate of 10% of the carrying amount. Deferred
tax on temporary differences on investment properties situated outside Malta has been calculated based
on tax rates that have been enacted or substantively enacted at the end of the reporting period.
Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set off a
current tax asset against a current tax liability and 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
which intend either to settle current tax liabilities and assets on a net basis, or to realise the assets and
settle the liabilities simultaneously, in each future period in which significant amounts of deferred tax
liabilities or assets are expected to be settled or recovered.
The movement on the deferred tax liability account is as follows:
Year ended 31 December

2020

At the beginning of the year (as previously reported)
Effect of prior year adjustment (Note 27)

2019
(restated)

2018
(restated)

2,544,500
(252,737)

2,189,899
(252,737)

2,702,682
(252,737)

2,291,763

1,937,162

2,449,945

-At the beginning of the year (as restated)
Credited to other comprehensive income (Note 7)
Credited to profit and loss account (Note 7)

(17,538)
(822,257)

(47,722)
402,323

(80,681)
(432,102)

-At end of year

1,451,968
==================

2,291,763
1,937,162
================== ===================

Deferred taxation at the year-end comprises the following temporary differences:
Deferred tax liability

2020

Fair value gains on investments
Property taxable at 8% or 10%
Temporary differences on:
- property, plant and equipment
- leases recognised under IFRS 16
- unutilised tax losses and capital allowances
- other

2019
(restated)

2018
(restated)

964,143
1,467,911

1,808,486
1,243,020

1,209,555
1,203,175

405,686
(123)
(1,634,315)
248,666

404,616
(1,386,480)
222,121

257,517
(947,694)
214,609

-Net deferred income tax liability

1,451,968
==================

2,291,763
1,937,162
================== ===================

The directors consider that the above temporary differences are substantially non-current in nature.
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21.

Payables, accruals and deferred income
2020

Payables arising out of insurance operations:
- due to policy holders
- due to reinsurers
- other payables

2019
(restated)

2018
(restated)

2,952,190
1,728,186

2,750,226
1,438,096

3,763
3,006,428
1,465,977

4,680,376
220,929
95,493

4,188,322
868,002
220,929
140,614

4,476,168
34,003
92,916

-Amounts due to immediate parent undertaking (Note i)
Amounts due to subsidiary undertaking (Note ii)
Other payables (Note iii)
-At end of year

4,996,798
==================

Accruals and deferred income
- Accruals
- Deferred income

464,941
53,837

5,417,867
4,603,087
================== ===================
1,416,318
45,886

86,647
72,077

-At end of year

518,778
==================

1,462,204
158,724
================== ===================

(i)

Included in amounts owned to immediate parent were preference shares, amounting to
matured during 2019. Such amount has been paid to the preference
shareholders in 2020 and thus is no longer outstanding. Such liability was unsecured and bore
an interest of 4.25%.

(ii)

Amounts owned to subsidiary undertaking are unsecured and bear no interest. These balances
are payable on demand.

(iii)

Other payables are unsecured, non-interest bearing and fall due within the next twelve months.
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22.

Cash generated from operations
Reconciliation of profit before tax to cash generated from operations:
2020
Cash flows generated from operating activities
(Loss) / Profit before tax
Adjustments for:
Amortisation on computer software (Note 9)
Intangible asset written off (Note 9)
Depreciation (Note 11)
Depreciation of right of use (Note 10)
Lease payments against lease liabilities (Note 10)

234,366
64,154
6,120
911

1,996,487
209,132
103,318
85,997
6,120
1,184

Interest income
Interest Incurred
Dividend income

(1,411,340)
(245,066)

(1,859,101)
31,168
(788,708)

Net fair value & FX movement on FVTPL investments (Note 14)
Net fair value movement on investment property (Note 12)
Impairment on other equity measured at cost (Note 14)
Provision for impairment on receivables
Foreign Exchange movement on AFS (Note 14)
Foreign Exchange movement on other equity
measured at cost (Note 14)
Amortisation of Premium Loans and Receivables (Note 14)
Provision for impairment Loans and Receivables (Note 14)
Increase in net technical provisions (Note 15)

(3,318,417)
(2,055,651)
(205,237)
(75,843)
21,927

(2,996,443)
(498,058)
1,222,445
87,474
(48,652)

65,580
6,164
194,620
8,710,796

(69,330)
5,570
(212,000)
8,834,386

1,586,974
(939,233)
157,611

6,110,989
(1,205,144)
1,280,700

805,352
================

6,186,545
================

Operating gain before working capital movements
Movement in trade and other receivables
Movement in trade and other payables
Cash flows generated from operations
23.

(406,110)

2019

Cash and cash equivalents
For the purposes of the statement of cash flows, the year-end cash and cash equivalents comprise the
following:
2020
2019
Cash at bank and on hand

14,946,802
================

15,335,250
================

Cash at bank earns interest on current deposits at floating rates.
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24.

Fair values of financial assets and financial liabilities
The following table presents the assets measured in the statements of financial position at fair value by
level of the following fair value measurement hierarchy at 31 December 2020 and 31 December 2019:
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
liabilities, 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)
Fair value measurement at end of the
reporting period using:
Level 1
Level 2
Total
2020
Assets
Other Investments:
Financial assets at fair value
through profit or loss
Available-for-sale investments
Total
Liabilities
Unit linked financial instruments
2019
Assets
Other Investments:
Financial assets at fair value
through profit or loss
Available-for-sale investments
Total
Liabilities
Unit linked financial instruments

49,530,909
1,205,377

25,399,515
-

74,930,424
1,205,377

50,736,286
================

25,399,515
================

76,135,801
================

================

26,247,659
================

===============

49,139,690
1,489,946

18,004,501
-

67,144,191
1,489,946

50,629,636
================

18,004,501
================

68,634,137
================

================

18,762,578
================

18,762,578
===============

At 31 December 2020 and 2019 the carrying amounts of financial assets and current financial liabilities
approximated their fair values except for investment contracts with DPF and certain equity financial
instruments classified as available-for451,593 (2019:
contracts with DPF due to the lack of a reliable basis to measure the future discretionary return that is a
material feature of these contracts.
Fair value measurements classified as Level 1 include listed equities, debt securities, units in unit trusts
and collective investments schemes.
The financial liabilities for unit linked contracts were classified as Level 2. The fair value of these contracts
is determined using the current unit value that reflect the fair values of the financial assets (classified as
Level 2) linked to the financial liability
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25.

Related party transactions
All companies forming part of the LifeStar Group are considered by the directors to be related parties as
these companies are also ultimately owned by LifeStar Holding p.l.c. Related parties that do not form part
of the consolidated group include entities related by way of common directors and ultimate shareholders.
The following transactions were carried out by the Company with related parties:
(a)

Finance cost:

Interest on preference shares
Interest on payables
(b)

2020

2019

================

2,833
31,168
==================

2020

2019

310,000
================

==================

Management fees:

Management fees charged by a related undertaking

Key management personnel during 2020 and 2019 comprised of the Board of Directors and the
Managing Director of the Company. Total remuneration paid by the Company to its key management
110,867 (2019: 116,186)
Amounts owed by or to group undertakings and other related parties are disclosed in Notes 13, 14, 16
and 21 to these financial statements.
During 2020, the Company did not purchase any investments (2019:
shareholder of LifeStar Insurance Limited is also a director.

78,724) in which the main

The- following financial assets were held by the Company in related entities as at 31 December:

Malta Privatisation and Equity Fund
Melita International Equity Fund
Global Bond Fund Plus Accumulator

2020

2019

-

195,585
51,541
138,662

================

385,788
================

The above disclosures do not include investments in related collective investment schemes held to cover
linked liabilities.
The compensation to directors in 2020 and 2019 is disclosed in Note 8 to the financial statements.
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26.

Contingent Liability

27.

Prior period error

Statement of financial position as at 31 December 2019:
Impact of correction of error
As
Previously
As
Reported
Adjustments
Restated
Retained earnings

(8,335,175)

Total equity

(28,973,083)
================
Payables arising out of reinsurance operations: (3,466,217)
-due to reinsurers
(2,028,121)
Deferred tax liability
(2,544,500)

469,368
469,368
================
(722,105)
(722,105)
252,737

(7,865,807)
(28,503,715)
================
(4,188,322)
(2,750,226)
(2,291,763)

Total liabilities

(121,257,630)

(469,368) (121,726,398)

Total equity and liabilites

(150,230,713)
================

- (150,230,713)
================
==============

Statement of financial position as at 31 December 2018:
Impact of correction of error
As
Previously
As
Reported
Adjustments
Restated
Retained earnings

(8,274,691)

Total equity

(28,912,751)
================
Payables arising out of reinsurance operations: (3,754,063)
-due to reinsurers
(2,284,323)
Deferred tax liability
(2,189,989)
Total liabilities

(105,720,567)

Total equity and liabilites

(134,633,318)
================

469,368
469,368
================
(722,105)
(722,105)
252,737

(7,805,323)
(28,443,383)
================
(4,476,168)
(3,006,428)
(1,937,162)

(469,368) (106,189,935)
================

(134,633,318)
==============
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28.

Statutory information
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