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THE MEDICAL PROTECTION SQCIETY
ANNUAL ACCOUNTS

31ST DECEMBER 1991
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" THE MEDICAL PROTECTION SOCIETY

Members of the Council H Bacterman BS¢ MB BS FRCP JP
Professor | Bonnar MD FRCGG
J ] Bradley MB FRCP FRCPsych
Professor Sir Faul Bramley DDS MB ChB FDS FRCS FRACDS
Professor A G M Campbell MB ChB FRCPEd
D.G.A. Eadie MB MS FRCS
R Myles Gibson ERD TD MD FRCSEng FRCSEd
R. Gray FCA
M | Healy MB BS MRCGP DObstRCOG
D. St.J]. McGee MA Chief Exccutive (ex officia)
Margaret Seward BDS MDS MCCD FDSRCS
C. Stewart Munro
W. McN Styles MB BChir DObstRCOG FRCGP
T H Taylor MB BS FFARCS
AR Tyrrell QC
DJ. Youngman BA

Secretary to Council R N Palmer LLB MB BS DObstRCOG Barrister

Professional Advisers
Solicitors Messrs Le Brasseurs
Drury House, 34-43 Russell Street, London WC2B 5HA.

Auditors Maessrs Robson Rhodes,
Chartered Accountants,
186 City Road, London EC1V 2NU.

Bankers Barclays Bank PLC (Cocks Biddulph Branch)
16 Whitchall, London SW1A 2EA.

Actuaries Maessrs Lane Clark & Peacock
30 Old Burlington Street, London WIX 1LB.

Investment Managers Barclays de Zocte Wedd Investment Management Ltd.,
Seal House, 1 Swan Lane, London EC4R 3UD.

Insurance Brokers NOREX Insurance Brokers Ltd.,
NOREX Court, 195 Marsh Wall, London E14 95G.
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Strengthened financial position provided by the introduction of HCHS
Indemnity in the United Kingdom. The balance sheet shows a thirty per cent |
increase in net assets from £38.3m at the end of 1990 to £49.6m at the end of 1991, :
This increase of £11.3m is largely due fo the surplus of income over expenditure
of £9.2m, which is itself a forty-four per cent increase on the £6.4m surplus of

income over expenditure at the end of 1990. The balance of £2.1m is the result of
the upward revaluation of investments.

Costs and damages rose from £7.0m to £10.3m largely due to the settlement of a
small number of very large claims Legal expenses increased only in line with
inflation. The Medical Protection Society's contingent liability has risen b

in net assets reported above; it is important that the Society continues to generate
healthy surpluses to meet contingent liability rises in the future,

As I reported last year we are continuing to strive to reach a mutually acceptable
solution to the difficulties that arose out of the cessation of the schemes of co-

Defence Association of Western Australia. We remain resolute in the defence of

our pasition, having taken legal advice including the opinion of leading counsel
both in Australia and in England.

I am particularly pleased to be able to report a reduction in the administration
costs of the Medical Protection Society in 1991. This has been achieved through

increased efficiency which, in turn, has enhanced the quality of service we
provide to members,

In summary 1991 was a most satisfactory year for the Medical Protection Society.

Our financial position means that we are well poised to meet successfully the
challenges of the future,

D St ] McGee
Chief Executive

31st March 1992,
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30 O1d Burlingion Street
London wix iLB

Telephone: 071-439 2266
Fax: 071-439 9183

International Office at;
391 Southgate Street
Winchestey
Hampshire $023 oER

17th March 1092

Actuaries

MrDsLr MeGee

The Medica} Protection Society
50 Hallam Street

London wWiN SDE

Dear Sir

We have reviewed the position of the Society based Upon reported cases as ot 31st December
1991 and our majq conclusions are ag below,

Review of 1991

not yet settled.
There was again a substantia surplus on the income and €xpenditure account for the year.

This, together with the revaluation on investments, resulted in an increase in assets in excess
of the rise in the outstanding liabilities for Teported claims mentjoned above. All in alf the

Yours faithfully

ZM ZM&/“‘/L"" )

LaneClark & Peacock

D W Porcoel € R C Havles RN Yaung Susan M Wilcoek G W Drpupag Price M R Stack Alzn Bradiey Roger R Heant A M Newman
Fiona ) Morisan ADMzn Jpy Scot FLAA A p Cunningham ASA P D G Tompking Petres A Simmans NIR Curry
Consvltant B | Crarg
FELLOWS OF TiiE INSTITUTE OF ACTUARIES g
The fiym §s regulated by i) Institle of Aciupsies In the conduet of i1 UK Investmeny business, A c
Chief Exeepijve Davig Ellis, FCls, FCIL Flayp
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REPORT OF THE COUNCIL !

The Council present th+ir report and accounts for the year ended 31st December
1991,

PRINCIPAL _ACTIVITIES

The Society's business is to protect, support and safeguard the character and
interests of medical and dental practitioners. The Society is non-profit making
and does not pay a dividend.

REVIEW OF THE BUSINESS

The results for the year are stated in detail on pages 2 to 12.

The review of the business appears in the Chief Executive's Report above.
FIXED_ASSETS

The movement in the fixed asset account is set out in Note 9. Freehold and long
;legag‘gj-hold properties are included at their open market value at 31st December
MEMBERS OF COUNCII,

The present members of Council of the Society are set out above. All members
of the Council served throughout the year.

INDEMNITY FOR MEMBERS OF COUNCIL

During the year the Society has purchased and maintained policies of insurance
for the members of Council against the financial consequences of actions brought
against them for acts or omissions in the performance of their duties as members
of Council.

AUDITORS

Robson Rhodes have expressed their willingness to continue in office as auditors
and a resolution for their re-appointment will be proposed at the forthcoming
Annual General Meeting.

By order of the Council
50 Hallam Street . R.N. Palmer

London WIN 6DE Lt Secretary
Date: Tst April 1992

QEEC G o e A I R 48, 33
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The Rodical Protoction Suciety Limited

CONSOLIDATED INCOME AND E:XPENDITURE ACCOUNT

Yoar endod 31 Docombor 1991

Income

Mombars' subseriptions and  other income

Expenditure

Costs and damages
{including cost of jnsurance}

Insurance recoverios

Lagal expanses

Medical and donlal advisory services
Administration exponsas

Exchange adjusiments

Excoss of Income over Expondliuro

Income frem Invesiments

Realisad gains from disposal of Investments

Surplus on ordinary activities before taxation

Tex on Income and reallsed galns from Invesimonts

Surplus representing the contelbution for the year
avallable to meal tuture Habifittes snd charges

The noles on pages 5 to 12 form part of these accounls,

1991

£'000

33,09

10,285
(316)
7,141
4,793
5,262

78
27,241

6,689
2,830

783

10,302

{1,065}

9,237

f
l

1990

£000

28,515

7,015
{1,046)
6,841
4,608
5,611

356
23,388

5,130
2,218

85

7,433

(1,039)

5,394
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The Medical Protoction Soclety Limlted

CONSOLIDATED AND CCMPANY BALA NCE SHEETS
As at 31 Decomber 1991

Fixod ascots
Tangible nssots
Investments

Currant assalg
Deabltors

Bank deposit accounts
Cash at bank and ir. hand

Craditors:
amounts falling due within one year
Not current vssots
Tetal asssts less current Wablilics
Croedltors :
amounts falling due after more than ona year

Net assots

Accumulatod tunds
Income and expenditure
Ravaluation reserve

Fund avsilable to meet futurs Habllitles
and charges

The notes nn pages 5 1o 12 form part of thase accounts,

John Jennery Bradley - Chairman of Gouncil

1st April 1892 -

Notas

10

12

13

14

15

15

-

1881 1830 1881 1990
Group Group Company Company
£'000 £000 £'000 £'000
5,609 4,849 5,600 4,849

34,140 25,574 34,140 25,874
39,749 30,423 39.74% 30,423
6,725 5,897 6,723 6,000
7,600 16,965 7,600 16,965
1,044 1,595 1,034 1,253
15,369 24,257 15,357 24,218
{5,489) {7,355) {6,473 (7.313}
9,880 16,902 9.884 16,905
45,629 47,325 49,633 47,328
: {9.052) - {9,.052)
48,629 38.273 49,633 3.?__,276
44,884 31,647 40,888 31,650
8,745 6,626 8,745 6,626
49,520 38.272 48,633 38,276
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The Medical Protoctlon Soclety Limited

Year andad 31 Decomber 1991

Source of funds
Surplus on ordinary aclivities before taxation

ftoms not invoiving movement of funds
Deprociation
Profit on disposal of invesiments and flixed assels

Funds generated by oporations
Funds from other sourcas

Proceads f:iom sale of investments
Procoads from sale of lixed assals

Total funds genorsted
Application of tunds
Purchase of investments

Purchase of fixed assets
Taxalion paid

Mavemonts In vrorking capital

Ropresentod by:
Increase in dabtors
Decrease in creditors

Movements In net lguid funds

(Docreasa)/increase in cash and bank balances

The notes on pages 5 to 12 form part of these accounts.

CONSOLIDATED STATEMENT OF SOUKCF AND APPLICATION OF FUNDS

1991

£'000

— 10302

g2

(703)
(421}

9,881

6,375
70

16,326

12,067

1,163
1083
14,263

2,083

1,028
10,802

9,767

2063

g
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1990

£'000

7,433

380

(a5}
295

7,728

8,651
&9

16,448

4,307

383
1,109
5,388

10,048

1,005
2,474

6570

10,049
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Thoe Medical Protection Soclety Limited

NOTES TO THE ACCOUNTS
1 Basis of proparation of the sccounts

T T e

The accounts are prepared in accordance with applicable accounting standards and the
constitution of the Society as summarised below.

The Society is a mulual society, the function of which is to protect, supporl and
saleguard the character and interests of medical and dantal practitionars. It is a non-profit
making company limited by guarantee and all income and properly must be appfied solefy
towards its objecls as dofined by the Socicly’s Memorandum ol Association. Membars are
not entitled to dividends or olher distributions, and the surplus is retained by the Socijety
to set against luture liabilities

e T

- - One of the objects of the Socialy is lo grant indemnity to members In respect of

claims and demands which may result in the payment of cosis and damages. The Articles

of Association set down in paragraph 28 that "the grant of indemnity shall be entrely in the
discretion of the Council who shall have power to impose such lerms and conditions on the
grant of any indsmnily as it thinks fit and may in its absolute discration limit or restrict
such indemnity or decline altegether lo grant the same,” Such discretionery

powers differenfiate the Socioly from insurance companies. Provision is not

therefore made in the accounts for future costs and damages arising on claims which have
bean reportad o the Socisty but have not been settled but the amoun? of such oulstanding
claims has baeen estimated and details are set cut in Note 16, The Socialy has not estimatad
the amount of claims arising from incidents which have occurred by the balance sheot dale
but for which no notilication of a cfaim has been recaivad.

It Is the Society’s policy o set a subscription level such that each year the
income derived will meet the cost of incidents, in claims and damages, occuring during
that year, The calculation of the subscription income nocossasy is carried out in
consultation with the Society's actuarics. The Council is advised thal the application of this
policy will generate sulfficient funds to meet claims as and when thoy fall due. The Sacioty
also has the right to call each year for additional funds fiom its membaers up lo an amount
equal to the annual subscription,

—

2 Accounting Policles

(a)  Convention

The accounts include Investments, freehold and long leasehold property at valuation bul in

all olher rospects have boen prapared in accordance with the hislorical cost convantion.

The principal accounting policies adopted by the Society within that convention are set out below,

(B Consolidation

The Group accounts comprise a consolidation of the accounts of tho parent company and all its
trading subsidiary undertakings. In accordance with the exemplions given by Section 230 of

the Companies Act 1985, the company does nof publish ils own inceme and expendilure account,

T e e T ST R Ty P ——

{c) Subseriptions

Subscription Incoma is apportioned betweon accounting pariods 1o the ¢xtent that it is matched

by expenditure within thoese accounting periods

Pursuant to Schedule 4 para §5 (5) of the Companies Act 1985 no geographical analysis of subscription
incame is showmn,

{d) Dapraciation :
Depreciation is not provided in respect of freehold land. On other azzals it is provided in equal

- anntal instalmants over their anticipated usalul lives. The rales ol Jepreciation are as lolows:

Frachold properly - 2% por anhum )
Leaschold properties - over life of leases

Furniture and fitlings - 5% per annum

Heating - 10% per annum

Office equipment - 15% per annum

Motor Vehicles - 25% per annum

Computers - 20% por anaum

5
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The Medical Protection Society Limited

NOTES TO THE ACCOUNTS
2 Accounting Policles

(@) Translation of foroign cuwency transactions

Debls paid and subscriptions received in forefgn currencies are translaled to thelr sterling
equivalent at the date of paymenl or racelpt, Curreni assels and liabililies appearing in tho
balance sheet are translated at the rate of oxchange ruling at 31st Decomber.

() Dividends and interest roceivable

Cividands are brought into account when raceived. Interest receivable is brought jnto account
on an accruals basis.

[{2)] Investments

Listad investments are included in the balance sheet at marke! valuation. The not surplus
or daficit on revaluation is credited or charged to the rovaluation raserve. On disposal tha
net proceads are compared with original cost and the profit or loss credited or chargad 1o
the income and expenditure account.

(h)  Costs and damages

Provision is made in the accounts lor all costs and damages paid in the financial period.

(i) Taxation

Pravision s made in the accounts for taxation on invesiment income receivad in the year and on
capital gains on investments disposed of during the year. Provision is made for tax delosred
because of timing dilferances between the treatment of items for tax and accounting purposes,
excapt to the extent that there is reasonable probability that such doferred tax will not become
payable in the futura.

&) Pensions

The Society operatos a defined benafit pension scheme. The assats of the scheme are invested
and managed indepondently of the finances of tho Seociely.

Ty

e B
N {"\4“&. Ay
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In principle the Socioly contributes to the schems an amount equal o the regular cost of pensions as
caleulated by a gualilied actuary based on a canstant percentage of current pensionable payrofl. The
regular pension costs so caleulated are charged to the Income and expenditure account,

Triennial valuations of the pension scheme are parformed by the actuary using the projected unit
method, These valuations may raveal a surplus or daficit, which the Socioty then eliminates by
tamporarily varying its contributions to the scheme.
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The Medlcal Protectlon Soclety Limited

NOTES TO THE ACCOUNTS

3

Modical and dental advisory sevices and administration expenses

Charged under this classification are:
Audit fee

Emoluments and exponses of mambars of Council (Note 6)

Depreciation on fixed assals

Income from Investmonts

Dividends: listed investments
- [ranked

= unfrankod

Bank interest

Rental income

Other incoma

Attzibutable to HCHS fund

Tax on Incoma and roalisod gsins from Investments

Tax on franked income

Corporation tax at 33,25% on incoma { 1590 34.2%)
Ovarsgas tax payable

Overseas tax rocovorable

Prior year adjustmant

1991
£'000

47
280
362

1891
£'000

1,084
248
2,169

55

3,580

(750}
2.830

1981
£000

271
812
14
(11)
18
1,085

No provision has been made for iaxation of approximately £490,000(1990 £90,000),

which would arise should the Society’s invesiments, froehold and long leasohold proportios be

sold at tho market value included in the balance sheet,

Emoluments of members of Council

Chairman

Highest Paid Director {In 3990 the Chairman was the highaest paid Diractor)

The emoluments of other members of Councit fell in the folfowing ranges:

£0 - £5,000
£5,001 ~  £10,000
£10,001 - £15,000
£15,001 - £20,000

16891
£'000
22
110

1991

- th®

1800
£'000

&0
158
380

1990
£'000

1,089
231
1,946
52
18

3,336
.8

2,218

1990
£'000

266
773

21
(21)

1,039

1990
£°000
18

1990

21
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The Medical Protactlon Soclety Limlited

NOTES TO THE ACCOUNTS

Employsas' romuneration

The average number of paopla employed by the Socioty during the year was $39 (1980 - 150}

Costs in respect of thase employees:

. 1881

£000
Wages and salaries 3,348
Social security costs 318
Pension costs 483

— 4,148

Penslons

1890
£°000

3,310
282
475

4,077

The Soclety oporates a pension scheme providing bensfils based on Final Pensionable Earnings, Contributions 1o tho

Scheme are determined by a qualificd actuary on the basis of tiennial valuations, The most recont valuation was

carried out as at 31 Dacember 1980 using the Projected Unil method, It was assumad that invesmant returng

would ba 9 1/2% pa, thal increase in carnings would average 7 1/2% pa and that pensions would increase at
the rate of 5 /2% pa.

The valuation showed that the market value of the Fund’s assets was £3.7 million and that the acluarial
value of those assets reprosented approximately 110% of the value of the benelits that had
aresied 1o membors after allowing for expected future increase in eamings.
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The Medlcal Protection Soclety Limited

NOTES TO THE ACCOUNTS
9 Tanglbla essels : Group ahd company
Compulars,
furniture,
fittings,
Freohold Leasehold  and office Motor
property property  equlpment cars Total
£'000 £¢00 £'000 £'000 £'000
Cost or valuation
As at i Janvary 1991 464 3,581 1,630 432 6,107
Additions 300 63 679 121 1,163
Disposals - - {4) {131) (135)
Translor 3,252 (3,252) - -
As at 31 Dazemboer 1991 4,016 392 2,305 422 7,138
Deurociation .
As at 1 January 1991 i8 160 929 151 1,258
Provided tn year 9 73 178 102 362
Released on disposals - - {(4) (80) (94)
Transier 143 {143) - -
As at 31 Decermnber 1991 170 90 1,103 163 1,526
Not book values
As at 31 Dacembar 1950 448 3,421 701 281 4.349
As at 31 Decamber 1991 3,846 302 1,202 259 5,600

Cn 28 May 1891 the Sociely acquired the frechold of its propasty at 50 Hallam Streat London WiIN 6DE for £300,000.

Al the leasehold properly held at 31 Dacembar 1981 are shorl leaseholds (1990 -£326477).

The revaluation of Freehold and long Leasehold property was performed at 21 Dacembor, {868,
by Massrs Stanlay Hicks & Sons, Charlared Surveyors, on the basis of their open market valus.

If the land and buildings had not been revaluad they would have been stated in the accounis at
tha follewing amounis:-

Freahold Leasehold

Property Proparty

£'000 £'000

Cosl 883 a9z
Depraciation {25) (60}
At 31 December 1991 858 302
At 31 Dacombor 1990 87 914

Capital commitments

Capital expenditure approved but not contracled for £3.5 million £{1990 €nil),
Capital oxpendilura approved and contracled for £856,000(1990 Enil).

E2a g T o AT Rt 0 ) LA 4 T i Lo PR 4~ L




The Medice! Protection Soclety Limited

NOTES TO THE ACCOUNTS
10 Investmenis - Group and Company
1981 1899
£'000 £000
Valuation at 1 January 25,574 26,447
Additions 12,067 4,807
Disposals (6,517) (10,221)
Surplus/{deficit)on revaluation of listed investments 3,016 {5,559)
At 31 Decombar 34,140 25,574
Invesiments at 31 December 1881 comprise:
General fund - listed
- on UK stack exchange 34,038 25,474
Other _— 102 100
34,140 25574
Historical cost
Listed investments 26,253 21,806

11 Investment In subsidisry undortakings

The following subsidiaries ara whelly owned by The Medical Protection Society Limited:-

Counlry of
Name
Dentat Protection Limited England To manage the advisory and administrative affairs of the dental
division of the Society

Medical Claims Management England To provide management services and advice in respect of medical and
Servicas Limiled dental negligance or malpractice claims,

Madical Protection {Eurcpe) England To manage the advisory and administrative affairs of the European
Limited division of the Society

Madical Protaction Sociely of Australia To manago the advisory and administrative affalrs of the medical
New South Wales Lirnited division of the Soclety in New South Wales in Australia,

The following subsidiaries are wholly owned by Medical Protection (Europe) Limited :

Country of
Name Incorporption Mature of businoss
Madic1l Protection GMBH Germany To manage the administrative aflalrs of tha Garman operation aof
Medical Prolection {Europe) Limited
Medical Service Kil Hungary To manage lhe administrative allairs of the Hungarian operation of
Medical Protection (Europe) Limited
12 Debtors

1961 1950 1991 1250
£'000 £'000 £'000 £'000
Group Group Company Company

Subscriptions owing 4,740 2,684 4,740 3,584

Trada dablors 82 106 48 41

Amounis owad by subsidiary undertakings - - 105 290

Employe¢ loans - 15 - 15

Investment deblors 374 830 374 830

Othar debtors 814 534 741 512

Srapayments 715 628 715 628
6,725 5,697 5,723 6,000

10
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The Medical Protection Soclety Limlited

NCTES TO THE ACCOUNTS
13  Creditors: amounts falling due within one year
1981 1990 1881 1850
£°000 £'000 £'000 £'000
Group Group Company Company
Bank avardralt 89 238 89 238
Corporation tax 745 712 745 7iz2
Other taxes and social sacurity 118 120 113 134
Deferred income 3,656 2,986 3,656 2,985
Other creditors and accruals 681 2,098 870 2,043
HCHS [und - 1,200 - 1,200
5,489 7,355 5,473 7,313
14  Creditors: amounis felling due aftor more than one year
Group and Company
1991 1990
£000 E£°000
HCHS fund - 9,052
Undor the NHS Indemnity scheme, the Society agreed with the Departmoent of Health to create a
fund, known a2s the HCHS {und, as a conlribution o the liability being accepted by the NHS health
dapartments al 31 December 1989. The fund is mado available to Health Aulhorities to holp maeat the cosls
and damages of modical or dental negligonce cases.
Agreemant has been roachad to transfer the balance of the HCHS fund to the Departemnt
of Health, The Sociely continues to manage tha! fund on behall of the Departiment of Health, but the
assets of the fund amounting lo £8.6 million are kept entirely separate from lhe assets of the Society.
15  Movement on reserves - Group

Ravaluation incoma and Accumulated
roserve axpenditure lunds
£'000 £'000 £'000
As at 1 January 1691 6,626 31,647 38,273
Surplus on rovalualion of listed
investmentls 3,016 - 3,016
Release on disposal of
investment (897} . {887)
Surplus for the year afler taxation - 9,237 0,237
At 31 Decombar 1991 8,745 40,884 49,629
Movemen! on reserves - Company
Revaluation Incoma and Accumulated
resarve axpendilure funds
€000 £'000 £'000
As at 1 January 1991 6,626 31,650 38,276
Surplus on revaluation of listed
invastments 3,016 - 3,016
Releuse on disposal of
Investment {897) - (897)
Surplus for the year alter taxalion - 9,238 9,238
At 31 Decomber 1991 8,745 40,068 49,633

it
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The Medlcal Protection Soclety Limited

NOTES TO THE ACCOUNTS

16

17

Future liabliities and charges

The estimate of the contingant liability to the Society for damages and lagal costs in respect of
all claims notitied by 3t December 1891 and after estimaiod racoveries from undorwriters
is £55 millien (1990 £45 million),

Guaranteo

The Sociaty is limited by guarantee of up 1o €1 per member.
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REPORT QF THE AUDITORS TO THE MEMBERS OF
THE MEDICAL PROTECTION SOCIETY LIMITED

We have audiled the accounts so! out on pages 2 to 12 in accordance with Auditing Standards,

In our opinion the financial statements give a true and fair view of tho glaje of affairs ofthe Socioty
and the group at 31 December 1991 and of the surplus and source and ap
far the year then ended and have bean properly propared In accordance wilh/t

186 City Road
London ECIV 2NU

1sl Aprit 1992

Registared Auditorg?
Chartered Accountdnis
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