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for the year ended 31st December 1989

BRI ARAL, TRl TN

1989 1988
Notes Lm £m

Premiums written 1 288.5 250.1
Premiums earned 277.1 238.5
Claims incurred 194.9 165.7
Commission 49.4 43.7

Expenses 51.6 295.9 44,5 2529
Underwriting loss (18.8) (14.4)

O AT

RO b TS ACTION

]

for the year ended 31st December 1989

Notes

General insurance

Underwriting loss

Investrent income

Realised investment profits
Profit before taxation 2
Taxation 3
Profit after taxation 4
Minorities
Dividends
Transfer to revenue reserves 5

sk

1989 1988

(18.8) (14.4)
30,5 234
11.4 124

231 214
74 84
15.7  13.0
- 0l
157 131
45 42

11.2 3.9
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(f) Depreciation
Expenditure on motor vehicles and other equipment is written off m the yeur in
which such eapenditure is incurred.

Properties owned and occupied by the group for the pusposes of its business
are classified as investments and revalued annually; accordingly, no depreciation is
charged and any movements in valuations are taken to revaluation reserve,

{g) Exchange rates

In the revenue and profit and foss accounts, foreign currency profits and losses are
rranslated at the average rates of exchange applicable during the vear, Investments,
other assets and liabilities in foreign currencies are transkated at the rates of exchange
ruling at the year end. Differences on translation and realised exchange profits and
losses alter allowing for raxation are taken o investment reserve,

(k) Taxation

Corporation tax is provided on the chargeable profits of the year and of all prior years
av the appropriate rares. Deferred raxation is calculared on the liability basis and is
provided only where it is likely that the amount will become payable in the
foresceable future.
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P {a) Basis of preseutation
L The accounts are prepared in accordance with Chaj ter 1T of Part VII of the
v Companies Act 1985 and advantage is taken of certain of the disclosure exemptions
L available 1w insurance companies under thar Act.
The company™s interests in subsidiary companies are revalued in the parent
// ‘ company’s balanee sheet, and the adjustment, from cost less amounts written off to
N net asset vahue, is included in the revaluation reserve,

(0) Basis of consolidntion

The consolidated accounts incorporate the audited accounts of all subsidiaries. The
L company’s interests in associared companies, which are nor significant in the contest
2N of the accounts, are dealt with as invesrments and are included in the balance sheers
at cost,

e (e) General insurance

Do The consolidared general insurance revenue account is stated ner of reinsurance and
A includes business accounted for on one year and three year bases, but excludes
i u discontinued business which is deale with in Note 10 to the accounts,

One year business
The underwriting, result is stated after taking account of uncarned premiums and
ourstanding claims.

The provision for uncarned premiums is stated after allowing for acquisition
costs and is calewlated on the 24rhs or equivalent basis as appropriace, suitably
modified for contracts over one year (except where overseas subsidiaries adopt
different bases to comply with local requirements), The provision is carried forward
ia general insurance fands,

The provision foi o wstanding chims includes the estimated cost of claims
notified but not sertled and of claims incurred but not nortifiecd at the date of the
balance sheer estimated on the basis of the best information available ar thar date,
Differences between the provision for outstanding claims and subsequent re-
estimates or settlements are included in the revenue account in the year in which the
claims are re-estimared or setdled.

Claims incurred includes claims handling expenses.

Three year business

The underwriting result of business accounted in a year is determined after a period
of two years from the end or that year, Premiums received less claims and expenses
paid to date, together with provision when necessary for any estimated deficiencies,
are carried forward in general insurance funds.

() Tnvestineat income
Investment income comprises interest, dividends and net rents due to be received in
the year, except for income from Government securities, loans and deposits which is
deale with on an accruals basis and in 1988 includes notional interese representing
the subsidy on staff” housing, loans. Interest payable and expenses incurred i the
management of investments are deducted from investment income.
Investment income, except for income arising from discontinued business
shown .n Note 10 to the accounts, is credited to the profit and loss account.

(e) Investiments

Investments are stated in the balanee sheets at marker values, comprising stock
exchange values for listed securities, open market valuations by the group’s
qualified surveyors for properties and directors’ valuations for other investments.
The surplus of the market value over the cost of investments is taken to revaluation
reserve,

Profits less losses, alter taxation, on realisatons of investments are taken to
investment reserve which, in the balance sheets, is included within the revaluation
reserve, Qoe-fifth of the investment profits less losses realised by the company and its
UK general insurance subsidiary in the year and in each of the preceding four years,
is transferred annually from investment reserve 1 profit and loss account, togedher
with attributable taxation,
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In addition, ae 215t December 1989 the lolowing directors, who were not at
that date directors of the ultimate holding company, held righits granted on 3rd
November 1986, 14th May 1987 and 14th Seprember 1987 under the Provincial
Group PIAC Executive Share Option Scheme to subseribe for the following numbers
of ‘B” ordinary shares in Provincial Group PLC at prices ranging from 115p to 129p
per share, such rights being exercisable variously, under the rules of the scheme, until
13th September 1997: Mr PV Hoyle - 95,000 shares; Mr 1D Potts - 33,914 shares;
and Mr € Woodcock ~ 65,000 shares,

No director, who is not a dircetor of the ultimate holding company, beneficially
owns any shares in the company or in other subsidiaries of Provineial Group PLC.

EMPLOYMENT OF DISABLED  The company’s policy for the employment of disabled persons gives full and fair
: PERSONS consideration to all applications for employment made by such persons, having
regard to their aptitudes and abilities and 10 1he company’s operational requirements.
During the year, the company continued 1o employ disabled persons who wers
afforded the same opportunities available to all employees in regard o training,
carcer development and promotion, Wheee necessary special fadilities were made
available to assist job performance and ensure the safety of disabled emplovees,

EMPLOYEE INVOLVEMENT During the year, regular consultations and briefings took place with employees and
their representatives to assist their knowledge and understanding of the company’s
performance and the financial and cconomic factors which affect it, and to enable the

[ company to take into account the views of employees and their representatives when
making decisions likely to affect employees’ interests. Staff received an annual
smployee report, copies of the Preliminary Announcement and Interim Report of
the group results and a bi-monthly Staff Newslerter. The interests of employees in
the Pension Fund were represented throughour the year by the Fund’s Trustees,
three of whom were nominated by Fund members.

In May 1989, 744 of the company’s stalf participated in an appropriation of
shares under the Provineial Group Profit Sharing Scheme, based upon the allocation
of profits arising in 1988,

In July 1989, some 375,000 shares in cach of Provincial Group PLC and
Prolific Group ple were rransferred by rhe Trustees of the Scheme 1o participants on
the redease of shares representing those appropriated in 1984,

No rights to subscribe for ‘B” ordinary shares in Provincial Group PLC were
granted to employees of the company under the Provindal Group PLC Exccutive
Share Option Scheme dur'sg 1989, During the year, 2 employees of the company

' exercised their rights to subseribe for a total of 35,000 such shares Since the
introduction of the Schewne in 1946, options have been granted to 17 employees of
the company to subscribe for a toral of 621,000 such shares in Provincial Group

PLC.
[ CHARITABLE DONATIONS The sum given during the year by the company to charitable organisations in the
\ United Kingdom was £57,049,
AUDITQKS On Lst January 1990, the company’s auditors changed the mame under which they

( practisc to KPMG Peat Marwick McLintock, and accordingly have signed their
report in their neve name. The directors recommend that KPMG Pear Marwick
McLintock be re-appointed the company’s aunditors in accordance with Section
384(1) of the Companies Act 1985,

; (.25 AN

27¢h April 1990 C¥ESHAKERLEY
Chairman
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ACTIVITIES

SUMMARY OF RESULTS

ORDINARY DIVIDEND

DIRECTORS

‘The directors present their report rogether with the consolidated accounts of the
company and its subsidiaries for the year ended 31st December 1989,

The principal activity of the company and its subsidiarics 15 the transaciion of general
insurance business, There have been no hanges during the year.

1949 1988
Lm o Lm

Profit betore rax 23,1 214
Tax and minorities 74 83
Profit after tax and minorities 15.7 131
Dividends 45 42
Transfer 1o revenue reserves 1.2 89

The geographical distribution of net premiums written and underwiiting resulis is as
follows:

Premiwms Reswlts Premiums Resulrs

1989 198¢% 1938 1988

__..Em £m L Em
UK 239.5 (11.8) 2074 {6.2)
Other European 11.5 {0.3) 1.9 (2.7)
Canada 25.1 {4.6) 20.2 (4.2
Aftica 1.8 (0.2) LY (0.5)
Asia 4.0 (0.7 25 (0.1)
Australia 4.2 (0.7} 3.5 (0.5}
Other International 2.4 (0.5) 2.7  (02)
288.5 (18.3) 2501  (1d4)

The directors recommend a final dividend costing £2.9m payable on 29th June
1990, With the irterim dividend, zosting £1 6m, paid on 31st Qcrober 1989, this
makes a total dividend for the year 1989 of £4.5m, equivalent to a dividend of 7.76p
per share (1988: 7.17p per share).

"The names of the company’s divectors at the date of this report are listed on page 3.

The only changes which have taken place since 31st December 1988 are the
appointment of Mr C ] Scott on 7¢h Seprumber 1989 and the retirement of
Mi C Woodcock on 31st Diecember 1939,

The director who retires by rotation under Article 85 is Mr C ¥ E Shakerley,
Mr € ] Scott, who was appointed since the last anmual general meeting, retires under
Article 91, Both are eligible and offer themsclves for re-election.

The following dircerors, who were not divecrors of the ultimare hotding
company at 3Lst December 1989, had the undermentioned jnterests in the share
capital of Provinciar Group LG
1.1.1989 31.12.1989

Nature af 1.1,1989 31.12.1989

interest ‘A’ Ordinary ‘B* Ordinary
PV Hovle Benelicial - - 55,010 56,425
D Pots Beneficial - - 34,954 37,703
(. J Scotr Beneficial  2,471,858* 2,471,858 247,184 247,184
Trustee 1,513,789* 1,515,789 1,166,304* 1,166,364
C Woode »ek Beneficial - - 11,892 15,424

Shares marked with an asterisk indicate the interest of that director on the dare of his
appoeintment.

*
e g
Tl A

l
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INVESTMENT REVENUE

SHAREHOLDERS® FUNDS AND
SOLVENCY FATIO

DOARD CHANGES

PROSPECTS

VR R z ——

Investrrent income, at £30,5m, showed an increase of 30.3% over 1988 128.4% anter
allowing, for currency movementst, This excellent perfornmance arose from conunued
strong cash tlow, together with good increases in UK equity dividends and lugh
worldwide iaten - rates.

Realised inve.ament profits, which are eredited 10 the profit and loss accounr o
a five-vear average basis, were considerably lower than 1988 ar £11.4m against
L12.4m,

Sharcholders’ funds at 31st December 1989 amounted to £250.8m. This representy
an increase of £68.7in, of which £11.2m is retained profir.

During the year we welcomed Mr Christopher Scout o the Board, Mr Seott was
formerly a director of Provineial Group. Mr Clifford Woodcock retired as a direcior
and general manager of the company on 31st December 1989, Mr Woodceock had
over 40 years® service sith the company and made & major personal contribution 1o
its progress and profitability. ‘The Board wishes to record its appreciation of his
valuable service.

In the UK, rating levels for practically all classes of business continued to soften
during 1989, but particularly in respect of commercial property and private motor
business. This development will inevitably impact on the 1990 result. Addidonally,
late January and February 1990 witnessed some of the severest sustained windstorms
and floods for many years. Althongh we have adequate catastrophe reinsurance cover
for the main events, the prolonged nature of the bad weather will incvigably have a
negarive impact on the net underwriting result.

Qverseas, the steps which have already been taken ro improve resules are
exp zeted vo bear fruit in 1990, although Denmark suffered to a small extent from the
bad weather which affected Northern Europe in the early part of 1990, The resules
from our share of the Wright Underwriting Group reinsurance account will also be
adversely affecred by the storms.

The bad weather in the UK in the carly part of this year will also have a
significant impact an cash flow which, in turn, will affect investment income growth,
Also, we do not anticipate the same level of increase in UK equity dividends which
has oceurred in the last bwo years. These factors combine to make it unlikely that the
strong inerease in investment inconie seen in 1988 and 1989 will continue in 199(,

In the fonger term we remain confident that our high underwriting standards,
allicd ro a continuing drive to reduce the expense ratio and improve the service to
our customers through high-quality staflf and sophisticated compurer systems, will
ensure an improving rerurn on capial,

During 1989 we continued to meet the Jdemands of our customers in a
changing market driven by the intreduction of new products and rapid developments
in computer and telecommunivation rechnology, We achieved this through the
commitment of an excellent team of Provincial people and the support of our
intermediartes. We extend our thanks, both to our staffand intermediary friends.

C I E SHAKERLEY M HART
Chairman Managing Direcror
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RESULYES FOR THE YEAR

UNITED KINGDOM

OVERSEAS

In 1989, the company successiuliy pursited its long term strategic objectives. Tonards
this end, the resiructuring of the UK organisation to enable the company to dlign jtselt
with the changing market environment continued, th the resulr that the re-
organisatio of our business into tw o divisions - one tor commercial business ard one
for motor and personal lines ~ s now largely complered.

In addition, a major review of the information technology requirements necessary
to underpin the company ™ business strategy took place during the year. The company is
now in the process of implementing the Ul strategy emanating from this review,

The level of profitability improved for the third successive year, Pre-tax profir for
the year was £23.1m compared with £21.4m in 1988, Whilsr the underwriting resulr
deteriorated and realised investment gains were ar a lower level than in 1988, these
were more than offier by a substantial increase in investment income, Worldwide,
premium income tose by £37.6m 1o £288.7m, an increase of 15.0%.

The main feetures of the result were the continued good underwriting experience
in the UK commercial and personal property accounts, a marked improvement in the
liability account and strong growth in investment income. Overseas, the results were
again mixed: Canada performed badly, whilst Denmark produced 2 good trading
resulr,

UK premium income increased by 15.4% 10 £239.5m. Net premium growth from the
commercial business account yemained swong, despite a progressively sofiening
market. Growth from the motor and personal lines accounts was not up to
expectations and reflecied keen competition in these markets.

The underwriting loss was £11.8m and included provision for furure expenses
relating to compurer systems,

The commercial property account performed well, bur not at the exceprional
fevel of 1988, There was, however, a substantial improvement in the liability account,
although, because of its fong term narure, ic is difficult to judge the proficability of chis
account based on a single year.

The transit account suffered an underwriting loss for the first time for a number
of' vears, reflecting increased competition.

As already stated, the movor and personal lines accounts were subject to severe
competition, Rating levels for motor business failed to keep pace with inflation, and
this is bound o have an effect on the results for 1990 and 1991, Competition for large
blocks of personal lines business was ferce, Despite this and a higher incidence of
subsidence claims resulting from the exceptionally dry summer wearher, rhe personal
property account again made an underwriting profit.

A feature of the UK moror and personal lines markers during the vear was the
entry of a number of new direct narketing operations, which particularly affecred
motor business, Given the increasing proportion of the insuring public who buy direct,
several existing major players in these markets, including ourselves, considered it
necessary to respond to this development in order to maintin market share. Unlike
most of our competitors, however, we have comtinuwed to offer our broker
intermediaries similar products at the same price, Whilst we are secking to exploit the
new opportunities available through direct marketing, we are, and intend to remain,
firmly commitred to the broker market.

Aided by currency movement, premium income grew by 15.3% from L41.6m o
L48.1m. Underlying growth was 5.7%, retlecting corrective action taken to constrain
cxpansion in the three major rerritories of Australia, Canada and Denmark,

In Austraiia, a subsidiary company was formed 1o take over the operation of our
Australian business. The company commenced trading on 1st July 1989 and produced
a maodest profic during, its tivse sis months of operadon.

In Canada, losses continued at an unacceprable level. After operating in this
country for many years, we came to the conclusion in 1989 that it was unlikely thar we
could make a satisfactory rerurn on capital in the foreseeable future, and we have
therefore decided to withdraw from the territory,

The trading pertormance in Denmark improved significantly over last vear and
resulted n an excellent protit. However, this improvement canie in part from
exceptional items arising from changes in reserving policy relating o claims incurred
but not reported and unexpired risks following changes in Danish legislation.

Rusewhere, tw result m Kenya improved, whilst there was a dererioration in
Singapore, ~rimuarily due to increased losses in the motor account. During the y=ar, we
corsolidated our busiess in Hong Kong and since e vear end, in line with our
strategy to expand m the territory, have acquired the Hong Kong insurance portfolio
of the Dutch insarer, Interllovd Insurance Company NV
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DIRECTORS CFE Shakerley
Chatrman

M Hart
Mannaing Direcror

y PV Hoyle

Group Excentive

i I’ E Judkins
Gronp Exccutive
Director

‘ T H Maxwell
Group Exeentive
Director

D Potts
Exeentive Director

C 7T Scott
| Nou-Executire
| Direeror

! SECRETARY

Aged 55 and a director since 1969, Appointed Deputy Chairman in 1973 and
Chairman in 1977, Alo a director of the Roval Bank of Scotland Group, Aunks
Investment “Trust and River & Mercantile Geared Capital & Income Trust 1999,
Formerly senior partner of the stockbroking firm of Roger Mortimer & Co. Also
Claairman of the group holding company, Provineial Group.

Aged 52 and joined the company in 1958, A Fellow of the Charrered Insurance
Istitute. Appointed a director in 1986 and Managing Dirceror in 1988, Ao
appointed a dircctor of Provineial Group in 1988.

Aged 44 and joined the company in 1964, A Fellow of the Institute of Chartered
Secretaries and Administrators and an Associate of the Institute of laxation.
Company Sccretary from 1983 to 1987, Appointed a director in 1987, Group
Secretary (since 1983) and Taxation Manager of Provincial Group.

Aged 43 and appointed a director in 1987, A Fellow of the Institute of Personnel
Management. Appointed Chairman of Provincial Management Services and a
director of Provincial Group in 1988,

Aged 45 and appointed a director in 1986. A direeror and Chiel Exccutive of
Provincial Group. A member of the Institute of Chartered Accountants of Seotland.
Formerly with Rank Xerox and then Grand Metropolitan.

Aged 52 and joined the group i 1970. An Associate of the Chartered Institute of
Management Accountants, Appointed a General Manager and 2 director in 1986,
Also a director of Provireial Management Services.

Aged 35 and appointed a director in Seprerber 1989, An o™ .r in the Sumitomo
Bank in London, Formerly a director of Provincial Group fro, 1986 to 1989.

G C Whitwham FCIS
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M Hart, FCIL, Mauaging Dircctor

I3 Potts, ACMA, General Manager

D> Alexander, ACII, Assistant General Matager
SV Hinton, ACMA, Assistunt General Manager
M A Jack, BA FCHL, Assistnnt General Manoger

R B Johnson, BA FCII, Assisant General Manager

D MacPhee, ACLL, Assistant General Manager

R L Newton, ACIL, Assistant Geoeral Monnger

B ] Wells, ACIL, General Menager,
Prosiera Financinl Services Lid,
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Consolidated Parent Company

1989 1688 1989 1988

Notes Lm L Lm L

Tavestments 6 486.5 3804 431.0 339.3

Interest in Subsidiaries 7 - - 36.1 25.0

" Current Assets .

Agenis and companies 78.5 66.3} | 68.41 | 56.7

. Other debtors 7.3 124 3.9 8.7
Amounts due from holding company

and fellow subsidiaries 13.0 1.7 12.9] | 111

Amounts due from subsidiary companies - - 3.0 10

Cash balances 489 33.3 119} | 245

147.7 1237 100.1 103.0
634.2 5181 567.2 463

Current Liabilitics
{(including provisions and reserves)

Ourtstanding chims 202.4 I 159.6| 1163.2| [132.2
Agents and companies 13.5 111 10.8 8.7
Amounts due 1o fellow subsidiaries - 0.5 - 0.5
Amounts due to subsidiary companies - - 1.7 2.1
Bank overdrafts 2.5 3.1 2.5 3.0
Other creditors 14.9 149 | 12.2) | 137
Taxation 3.5 57 2.5 5.1
Deferred taxation 8 5.8 53 5.8 5.3
Proposed dividend 2,9 2.2 2.9 22

245.5 2024 201.6 1728

388.7 3077 365.6 2945

General Insvrance Funds 137.2 1253 114.8 1124
251.5 1824 250.8 182.1

Minority Interests 0.7 0.3 - -
250.8 1821 250.8 182.1

Sharcholders’ Funds g
Share capital and reserves 46.6 354 459 359
Revaluation reserve 204.2 1467 2049 1462

250.8 1821 250.8 1821

N ¥
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tor the year cndu.l 31st Dccuubcr 1989 .t
1989 1988
Lm . Ly
SOURCE OF FUNDS
Profit before tasation 23.) 21.4

Adjustments to convert revenue and
expenditure to a cash basis .
Movement in insurance funds and
outstanding claims 56.0 36.6
Movement in agents’ balances and
debtors (8.4) {5.6)
Movement in creditors 2.0 49.6 0.3 313
Total generated from operations 72.7 52.7

APPLICATION OF FUNDS
Tax paid (including tax attributable

to investment income) 9.3 7.8
Dividends paid 3.8 131 42 120
Funds available for investment 59.6 40.7

CHANGES IN INVESTMENTS AND

NET LIQUID FUNDS
Movement in investments 43.5 306.6
Movement in cash, short term deposits

and bank overdralts 16.1 4.1

59.6 40.7

i




L]
T S SN L)
*a

L s S e s TR as g
L ~ AU Ny G P RN
. - -
1. Consalidated revenue account (a) Reinsurance 1989 1938
Lm dan

Premiums and elaims are made up as follows
Premiums written
Gross of reinsurance 311.1 271
Reinsurance ceded 22.6 AL

288.5 250.1

Claims incurred
Gross of reinsurance 205.8 1787
Retnsurance recoverics 10.9 13.0

194.9 165.7

(b)) Distribution of gross written preminins 1989 1988
Lm Lo
United Kingdom
Commercial

Property 47 a6
Liabiliny 24.7 20.2
Transic 13.4 12,4

Other commercial 3.4 2.9

Motor and personal lines

Motor 95.8 80.3
Houscholders 73.5 03.9
Toral United Kingdom 257.9 3233
Overseas
Europe 11.6 13.6
Canada 25,1 21,5
Africa 2.2 22
Asia 4.7 3.1
Australia 5.1 4.2
Qcher intermational 4.5 3.2
Total worldwide 3111 2711

2. Profit before taxation 1989 1988

&
)
£m L
tiat proviv before laxation oo shown alcer charging,
Leapese oovable on bl overd st 0.1 -
P T MG e 1.3 .9
ToRke I o VESOIESE B - ¢ R et of a reinsurane sirangement 0.2 0.2

ot remeneraton, ingled ooy eveus e a respelt of tue comprny and its subsidiaries
sooareed 9 £253,000 (1988: £210,0603,
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3. Taxation 1989 988

Em o L
The tanation charge {recoveryi consprises )
United Kingdom corporatiun tas 0.6 L=
Prouble taxation adjustment - o2
0.5 L5
Overseas taxation (0.6) iy
Taxation attributable to
Franked investment income 3.2 2,1
Realised investment profits transfer 4.2 47

4. Profit after taxation The consolidated profit after taxation includes a profit dealt with in the accounts of
the company of £1 5m (1988: profit of £14,1m).

5. Statement of revenue reserves 1989 1988

£m £
Revenue reserves at beginning of vear 20.9 12,0
Transfer from profit and loss account 112 89
Revenue reserves at end of year 32.1 20.9

Consolidated Parent Company

1989 1988 1989 1988
£m L Lm L

6. Investments at market value

British Government 41.3 3.3 393 373
Overseas Government 29.8 38.2 7.8 18.3
Fixed interest 20.9 79.0 81.8 0.3
Ordinary shares 305.5 2137 2856 1965
Mortgages and loans 0.7 L0 0.3 0.8
Properties 18.3 16.6 16.2 16.1

486.5 3864  431.0 3303

Invesrments are stated at macket value as indicated in paragraph (¢) to the Accounting
Policies on page 8.

7. Interest in subsidiaries 1989 1988
Lm £

Shares at cost less amounts written ofl’ 16.2 11.2
Revaluation adjustment 19.9 13.8

Net asset value 36.1 350

Particulars of subsidiary companics are shown in Note (3.
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8. Deferred tasation

9. Shareholders’ funds

10. Discontinued business account

1988
_dm
The prosision tor deferred rasation comprises
Unrealised gaing on investments 8.0 3
Orher timing differences (2.2) 20
3.8 3.3

The potentid amovnt of deferred raxation not ..xpected to become a Hability in the
foreseeable uture for which provnion has not been made is

1989 1988

£m L
Unrealised gains on investments 62.5 40.0
Qther timing diflerences (2.8) 2.5)

59.7 37.5

1989 1988
£m L

Share capital

Authorised

$0,000,000 (1988; 80.000,n00) ordinary shares of 25p each 20.0 20.0

Issued and fully paid

58,182,642 (1988; 58,182,642) urdinary shares of 25p cach 14.5 145

Revenue reserves

Parent company 314 213

Subsidiary companies 0.7 {0.4)
32.1 209}

46,6 35.4
Revaluation reserve 2042 1467

250.8 1821

Consolidated Parent Company

1989 1988 1989 1988

. b Lon Lm Lin

Fund at beginning of year 25.0 9.1 25.0 0.1

Transfer from outstanding clvims .
and insurance funds - 16,8 - 16.8
Tremiums, net of commission 0.2 L 0.2 Lo
Investment income 0.7 L1 0.3 1.1
Claims paid and expenses (2.0) (2.0} (1.6} (2.0
Taxation (0.4) (0.9) - (0.9}
23.5 245 23.9 245

Transfer from investment reserve 0.7 .5 0.7 0.5

Transfer of business to subsidiary

company - - (6.0) -
Fund at end of year 24.2 235.0 18.6 25.0

The above account comprises the London reinsurance account, the London marine and
aviation accownt and the Australian workers® compensation account. The fund is included
within general insurance funds in the halance sheet,
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L1 Ovepseas deposits Certan awsets are deposited overseas as collateral secunny ior overseas msurance business.

12, Pension fund The major fund o which e company contributes s the Frovipgal Group Pension Fund,
which covers all United Kingdom employees and is of the Jelined benefit tpe. The assets of
the fimd are held in a separate trustee-administered fund. Contributions (o the fund are based
O pension costs across the Provineial Group of companies as 3 whole,

The pension eost relating 10 the fund is assessed in accordance with the advice of
independent cousulting actuaries using the projected unit method. The latest agtuaral
assessment of this fund was at 31st March 1989,

In addition, the company contributes to a number of pension funds throughout the
world.

‘The 1otal persion cost for the company was £1.3m {1988: £1.1m} of which £0.2m .
11988: £0.2m) relates to overseas funds. This is after deducting £0.5m (1988; £0.5m) in
respect of the amortisation of expericnce surpluses thar are being recognised as a level
percentage of payroll over the average expected remaining service lives of employees at the
date of the latest actuarial assessment of the fund,

13. Particulars of subsidiary, Country of  Principal
associated and other companies Incorporation Activi

Subsidiaries
Monument Insurance Conpany Limited England Insurance
Nordlyser Forsikring A/S BPenmark Insurance
* Nordlyset Arbejdsskadeforsikeing A/S Denmark Insurance
Yealand Properties Limited England Property
holding
Provincial Insurance (Australia} Limied Australia Insurance
The Canadian Provieeial Insurance Company (99.6%) Canada Insurance
Provincial Insurance Company of East Afiica Limited (61.2%) Kenya Insurance
The Prosperity Insurance Company Limited 60.0%) Hong Kong  Insurance

Associated companices
‘ Hios Greek Insurance Company Limited {32.9%) Grewee Insurance

; All boldings are of ordinary shares and represent 100% of the jssued share capital, except where
i otherwise indizated. An asterisk indicates shares held through a subsidiary.,
|

In addition, at 31st December 1989, the company had holdings of shares in a number of
subsidiarics and the company and its subsidiary companies had holdings in a number of
associaed companies not list2d above. The company also held, ar the same date, more chan
L0% of the fssued share capital of a number of other companies. These holdings do not

. materially affece the tesults or assets stated in these accounts, and are included with
investments,

1 4. Directors® emoluments 1989 198§
£ L

Fees 2,834 -
Other emoluments, including peision conuibutions 202,947 300510

295,781 300510

Former directors’ pensions 10,937 9,557

Emoluments, excluding pension contributions

Chairman = =
Highest paid director 112,164 84,005
Other direetors by seale 1989 1985 Other dircctors by scale 1989  jowy
No. __ No. No. N,
Nil-£5,000 3 3 L£05,001-£70,000 1 -
£5,001-£10,000 1 £ L70,001-L75,000 - {
L£45,001-£50,000 - 1 L75,001-£80,000 1 -
£55,001-£60,000 - !
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15, Particuizis of transactions (a} Loans
involving directors and others During the sear, the following transacnons subsisted benwveen the company and s direcrors
pursuant to Scetion 232 or its holing company’s direerors or former directors pamed below,
Companies Act 1985 Mre M Hart and Mr ] H AMawwell cach had, during 1989, interest-free loans, elfected

in 1951 and 1989 respectively and repayable on demand, of Can. $3,750, in conrection
with the purchase of shares in the subsidiary company, The Canadian Provindal Insurance
Company; the sterling equivalent of each Joan ar 31st December 1989 was £2,008. 1n
addition, at Lse January 1989, M H T W Janson had a similar loa: which was repaid during
1989,

No provision has been made in - Lpect of aey fiihwe or anticipated filure to repay
either loan,

() Material interests in contracts
During the year, 2 number of agreements existed berween member companies of che
Provincial Group {principally Provincial Management Services Limired) and member
companies of the Prolific Group. These agreements were made consequent upon the
demerger of Prolific Financial Management PLC in May 1988 and are for the provision of
administrative services relaring o computing and other facilities, payroll and pension
administration, share registration, property acquisitions and developments and premises
administrazion. In addidon, Prolific Asset Management Limited manages the investments of
certain member companies of the Provincial Group and the Provincial Groap Pension Fund
under separare investment management agreements, Certain properties were leased to
members of the Prolific Group by the company, During the year, two agresments relating to
the provision of certain administeative services were terminated.

At Lst Fanuary 1989, o further agreement existed beoween the company®s holding :
company, Previncial Group 1 L.C, and Prolific Group ple, providing for the secondment to
Prolific Group ple, on a pari-time basis, of four of Provincial Group PLCs senjor executives,
Mr C ¥ E Shakerley, Mr } H Mavwell, Mr T E Judking and Mr P V Hoyle. This agreement
was terminated with effect from 15th Qceober 1989,

On 20th October 1989, as a result of ar offer made on behalf of Hafinia Holding A/S
of Denmark for the whole of the issued share capiral of Irolific Group ple becoming
unconditional in all respects, Prolific Group ple became & member of the Hafia group of
companies and ce sed 10 be associated through commaon sharcholdings with the company
and its holding company, Provineial Group PLC.

Messrs C F E Shakerley and ] H Maxwell, who are directors of the company and who
were direetors and sharcholders of Peovinetal Group PLE throughout 1989, were also
direcrors and shareholders of Prolitic Group ple until 20th October 1989. In additior, uniil
20ch Octeber 1989, Mr Maxwell was an optionholder in Prolific Group ple. My P B
Judking, ¢ divector of the company and Provincial Group PLC, was also a director of Profific
Financiay Management PLC uneil 11th April 1989 and an option-holder in Prolific Group
ple unuf 20th OQctober 1989, Messrs Maxwell and Judkins are also the holders of optiom
unde: the Provincial Groap Exccutive Share Option Scheme. Messrs Shakerley and Judkins
are Trugrees of the Provincial Group Pension Fund, Fach of the above may be regarded as
having had an interest, which was or might have been marerial, in the above agreements.

All agreements were enteved into and, other than those referved to above as having
been terminated, continued to operate during 1989 at arm’s length on commeraial terms,
The ageregate amount of fees paid by Profific Group ple and its subsidiaries to Provincidl
Group PLC and its subsidiaries lor the whole of 1989 under the above agreements way
£7,525,540 including AT, £6,636,392 excluding VAT, and included £679,186 paid by
Prolific Financlal Management PLC 1o the company under the premises agreement
mentiened above. The aggregate investment management fees paid by the company, its
subsidiaries and the Provincial Group Pension Fund to Prolifte Asser Management Limited
for the whole of 1989 was £1,3606,57¢ induding VAT, £1,188,326 exciudir 3 VAT,
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16, Employees The number of employecs, excluding direcror,, wha received remuncration excecdmg
£20,000 was

1989 jose

No, Ao

L30,001-£35,000 18 6

£35,001-£40,000 14 4

£40,001~-£45,000 e I

£45,001-£50,000 1 -

17. Particulars of transactions with At 3lst December 1989, ane officer of the company bad a loan from the company. The
wfficers of the company pursvant amount ourstanding ar 31sr December 1989 was Can, 83,750 (sterling equivalenc: £2,008). ,

to Scetion 233 Companies Act 1985 At 31st December 1988, one officer of the company had a ioan outstanding from the
company of £16,640.
>
18, Ultimate holding company The company’s ultimate holding company is Provinciant Group PLC, incorporated in
England,

‘The accounts on pages 8 to 18 were approved on behalf of the Board of Directors on 27th
April 1990,

(% Ironte

Coskrany ! I by
CFESHAKFRLE M HART .
Chairman Managing Direcror
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To the members of
Provincial Insurance ple

We have audited the accounts on pages 8 to 18 in accordance with Auditing Srandards,

In our opinion the accounts have been propetly prepared in accordance with the provisions
of the Companies Act 1985 in the manner appheable to an 1nsur"mu. coppany.

AN "
Liverpool KPMG PEAT MARWICK OCK
30th April 1990 W Atants
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