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ROYAL REINSURANCE COMPANY LIMITED

DIRECTORS' REPORT

The Directors present to the Members the Accounts of the Company for the year 1993, together
with their Report,

Principal Activity

The prircipal activity of the Company is the transaction of general reinsurance business.

Review of the Year

As described in Note | on the Accounts, with cffect from 1st January 1993, the Company
transferred to the holding company, Royal Insurance ple, its UK general reinsurance
business together with all assets and liabilitics.

On 31st December 1993 the Company transferred its Canadian branch reinsurance business to
Royal Insurance Company of Canada.

As described in Note 6 on the Accounts, on 24th November 1993 the Company sold its subsidiary
Royal Re American Holdings Inc. (now known as Sydney Reinsurance Corporation) to a
subsidiary of the QBE Insurance Group.

Share Capital
On 14th May 1993, 20,600,000 ordinary shares of £1 each were allotted and issued to the holding

company for cash at a premium of £1.50 per sharc,

On 16th September 1993, 8,000,000 ordinary shares of £1 cach were allotted and issued to the
holding compzny for cash at a premium of £1.50 per share,

Future Developments

Following the restructure the Company will continue to write reinsurance business, where
profitable opportunitics exist, through its branches in Belgivm and Singapore.

Result and Dividends

The loss for the vear, after providing for UK and overscas taxation, was £1,248,000,

No dividend for the year will be paid.




ROYAL REINSURANCE COMPANY LIMITED

DIRECTORS' REPORT

D A T

Directors

The names of the Dircctors holding officc at 31st December 1993 and their interests in the

capital of the ultimate holding company, Royal Insurance Holdings ple, as at 1st January 1993,
or date of appointment where later, and 31st December 1993 as recorded in the register maintained
by the Company in accordance with the provisions of Section 325 of the Companics Act 1985 were

as follows °

Mr S A Atkins (appointed 22.11,93)
Mr T J Brown (appeinted 1.11,93)
Mr L. N Campbell (appointed 22.11.93)
*  MrRA Eims
*  MrR A Gamble
Mr R O Hudson (appointed 22.11.93)
Mr G A Richards (appointed 22.11.93)

Fully paid shares of 25p each

At1.1.93

2,776
2,137
Nil

987
Nil

LL e
L3 R

*% 4

¥k

**+

At31.12.93
2,776 *#
2,137 +*n

Nll *EA

-

GR/7 *kA
Nii Ak

*  Director of the ultimats holding company Royal Insurance Holdings ple. Interests in
shares are recorded in the Directors' Report of that Company.

¥* These figures cxclude sharc options (shown in the next table).




ROYAL REINSURANCE COMPANY LIMITED

DIRECTORS' REPORT

In addition the following Dircctors, who were not also directors of the ultimate holding company,
have options to snbscribe for sharcs of 25p each granted under the terms of employee share option
schemes as follows:
Fully paid shares of 25p cach
Options during tlie year

At1.1.93 At31.12.93 Granted Exercised
Mr 8 A Atkins 94,273 + 94,273 A Nil Nil
Mr T J Brown 153,136 + 153,136  ~ Nil Nil
Mr L N Campbeli 104,856 + 104,856 ~ Nil Nil
Mr R O Hudson 99477 + 99477 A Nil Nil
Mr G A Richards Nil + Nil A Nil Nil

-+ At date of appointment,

A As adjusted for the Rights Issue,

Sir John Cuckney resigned as Dircctor and Chairman of the Company with vJect from 22nd
January 1993, Mr R A Elms was appointed Chairman of the Company on 22nd January 1993,

Messrs J P Barber and A W Hill resigned as Directors of the Company with effect from 3 1st
October 1993,

Mr T J Brown was appointed a Director of the Company with effect from: 1st November 1993,
Messrs S A Atkins, L N Campbell, R O Hudson and G A Richards were appointed Directors of the
Company with cffect from 22nd November 1993.

According to the aforementioned register no Director was at zay time during the year
interested in the shares of the Company or in the shares or debentures of any subsidiary of the
ultimate holding company.

There is no requirement under the Company's Articles of Association for Directors to retire,
by rotation or otherwise, at an annual geieral meeting,

Auditors

The Company's Auditors are Coopers & Lybrand. In accordance with the Companies Act
1989 the Company has dispensed with the appointment of Auditors annually.

By Order of the Board

?j /7 ‘”N-% =
Mr D J Morgan

Sceretary
London, lr February 1994



ROYAL REINSURANCE COMPANY LIMITED

ACCOUNTING POLICIES

The financial statements are prepared in accordance with UK accounting standards, The
Company, being a wholly owned subsidiary whose parent company prepares consolidated
accounts, has taken advantage of Section 228 of the Companies Act 1985 in not preparing
consolidated accounts. There were no material changes in accounting policy.

a} Translation and Conversion of Foreign Currencies

Revenue transactions in foreign currencies are translated to sterling at approximately the average
ratcs of exchange ruling during the year and assets and liabilities at the rates ruling at the end of
the year.

The exchange adjustments resulting from the translation of asscts and liabilities and gains and
losses on the conversion of remittances are dealt with in Retained Profits and Reserves.

b) General Insurance Result

The Underwriting Balance is net of reinsurance and after making provision for unearned
premiums and outstanding claims.

Proportional treaty and facultative business writtcn in Belgium is accounted on a deferred annual
basis. For non proportional treaty business written in Belgium, no underwriting balance is arrived
at until the end of the third year. All other business is accounted on an annual basis.

Premiums are accounted for when related risks commence and include estimates where the
amounts are not determined at the Balance Sheet date.,

Acquisition expenses attributable to uncarned premiums are deferred.

Investment Income included in the Ceneral Insurance Result represents the carings from the
investment of the Insurance Funds. As there is no specific segregation of the assets the amount
shown is an allocation from appropriate categories of investment income,

¢) Investment Income

Investment Income is net of related expenscs and interest payable.




ROYAL REINSURANCE COMPANY LIMITED

ACCOUNTING POLICIES

d) Taxation

UK and Overscas Taxation in the Profit and Loss Account is based on the profits/(losses) and
income of the year as determined in accordance with the relevant tax legislation, together with
adjustments of provisions for prior years. UK tax in respect of overseas subsidiarics is based on
dividends received,

Deferred taxation is calculated on the liability method and consists of the estimated taxation, or
relief from taxation, which is expected to arisc in the forcsecable future from material timing
ctifferences: expected future rates of tax are used where applicable. Credit is taken for relief for
trading losses only to the extent that the Directors anticipate that profits will absorb such losses in
the foreseeable future.

Tax payable or recoverable on the realisation of investments is dealt with in Retained Profits and
Reserves.

e) Insurance Funds

Insurance Funds include provisions and reserves as defined by the Companies Act 1985: in the
Balance Shec: they are adjusted to year-end exchange rates. They comprise unearned premiums,
outstanding claims and open year funds.

Unearned Premiums represent the proportion of written premiums relating to periods of
insurance subsequent to the Balance Shect date, calculated on a pro-rata basis.

Outstanding Claims comprise the estimated cost of slaims incurred, whether reported or not and
not settled at the bafance sheet date, after deduction of salvage and other recoverics, Differences
between the estimated cost and subsequent settlement are dealt with in the revenue account in
later years. Open year funds include the net balance arising from transactions which have been
recorded in respect of underwriting periods for which a result has not yet been determined.

Consideration is given to the overail adequacy of each of the Insurance Funds and a provision is
made if the finds arc inadequate to cover known and anticipated liabilitics arising from open

vrars,



ROYAL REINSURANCE COMPANY LIMITED

ACCOUNTING POLICIES

f} Investments

Investments are shown at market value, for which purpose unlisted investments, mortgages and
loans are included at Direstors' valuation. Profits and losses on the investment realisations are
dealt with in Retained Profits and Reserves,

g) Fixtures, Fittings and Equipment

This item comprises computers, officc equipment, machinery, motor cars, furniture and fittings
which are capitalised and depreciated over periods not exceeding their useful life,

h) Subsidiaries

Subsidiaries are valued in the Balance Sheet at the Company's sharcholding proportion of their
net assets (including investments at inarket value) plus the net indebtedness of the subsidiaries of
the Company in respect of any loans and current balances,

i} Investment Fluctuation Aecount / Revaluation Reserve

In the Balance Sheet the fluctuation account represents the difference between cost and market
value of investments. Deftrred taxation provided for on unrealised gains expected to arise in the
foreseeable future is charged to this account,

The above itcms, together with the corresponding difference in respect of the S ubsidiary,
compuse the Revaluation Reserve.

j) Companies Act 1985

The Accounts are drawn up in compliance with Section 255 of, and Schedule 9A to, the
Companies Act 1985,



ROYAL REINSURANCE COMPANY LIMITED

REVENUE AND PROFIT & LOSS ACCOUNTS
for the year ended 31st December 1993

L

Notes 1992

£000
REVENUE ACZOUNT
Premiums Writtea 2,3 150,657
Premiums Eamed 152,618
Claims Incurred 3 156,120
Commission and Expenses 4 44,723

200,843
Underwriting Balance (48,225)
Investment Income allocated to General Insurance Funds ©11,120
General Insurance Result (37,105)
PROFIT & LOSS ACCOUNT
General Insurance Resuit (37,105)
Investment Encome 5 12,136
Allocated to General Insurance Funds (11,120)
Attributable to Capital & Reserves 1,016
Loss on disposal of subsidiary ) -
Profit/(Loss) before Taxation 2 (36,089)
UK and Overseas Taxation 8 365
Profit/(L.oss) after Taxation (35,724)
Transfer from Retained Profits (35,724)

"The notes on pages 13 to 22 are an integral part of these accounts,

10



ROYAL REINSURANCE COMPANY LIMITED

MOCVEMENTS IN CAPITAL & RESERVES INCLUDING STATEMENT OF

SHAREHOLDER RECOGNISED GAINS
for the year ended 31st December 1993,

1993 1992
E000. £000
Capital and Reserves at 1st January 56,269
Movements in year
Recognised Gains/(Losses)
Realised Gains/(Losses) (5,741)
Unreaiised Gains/(Losses) 8,085
2,344
Exchange 1,212
Taxation on Reserve Movements 14
Capital Surplus for the year 3,570
Profit/(Loss) for the period (35,724)
Total Shareholder Recognised Gains / (Losses) for the year (32,154)
Increase in Sharc Capital 5,000
Increase in Share Premium 10,000
Change in Capital & Rescrves (17,154)
Capita! & Reserves .t 31st December 39,115

The notes on pages 13 to 22 are an integral part of these accounts.

i1



ROYAL REINSURANCE COMPANY LIMITED

BALANCE SHEET
as at 31zt December 1993

Notes 1992
£000
CAPITAL & RESERVES
Share Capital:
Authorised £100m. Issued (70,000,900 shares of £1, fully paid) 42,600
Share Premium Account 15,373
Retained Profit & Reserves (36,304)
Investment Fluctuation Account / Revaluation Reserve 13,046 .
Shareholders Fuads 39,115
LIABILITIES
Insurance Funds:
Unearned Premiums 12 40,445
Outstanding Claims 12 193,078
233,523
Sundry Liabilitics & Provisions 10 21,730
294,368
Represented by :
ASSETS
Liquid Investments :
British Government Securities 7,529
Overseas Government Sccurities 57,879
Local Authority Securities 6,938
Corporate Bonds 38,995
Ordinary Stocks & Shares 13,108
Cash on Deposit 24,865
149,354
Mortgages & Loans 266
Shares in Subsidiaries 47,237
Shares in Fellow Subsidiaries -
Other Assets 11 97,501
294,368
The accounts on pages 7 to 22 were approved today by the Board of Directors and are si 0
its behalf by :
London, {7 February 1994
The notes on pages 13 to 22 are an integral part of these accounts.
12




ROYAL REINSURANCE COMPANY LIMITED

NOTES OM THE ACCOUNTS

1.  Group Restructure

With effect from [st January 1993, the Company transferred to Royal Insurance ple its UK general
reinsurance business together with all asscts and liabilities. The investments were transferred at the
value at which they were established in the books of account of Royal Reinsurance Company
Limited,

The rights of the policyholders have not been affected by this transfer as their policies remain with
Royai Reinsurance Company Limited until renewal, On rencwal policies will be issued in the name of
Royal Insurance ple.

Under the terms of the transfer agreement Royal Insurance plc has guaranteed to Royal Reinsurance
Company Limited to meet the cost of claims from policyholders arising on all policies written in the
name of Royal Reinsurance Company Limited.

On 31st December 1993 the Company trausferred its Canadian branch reinsurance business to
Royal Insurance Comnany of Canada,

2.  Profit / (Loss) before Taxation

1992

Continuing ~ Business Total
Opcrations  transferred
to other
Group
companics

£000 £000 £000

Premiums Written 11,820 138,837 150,657

Premiums Earned 11,825 140,793 152,618

5. 15886 10527 145593 156,120

Claims Incurred a ,
8,605 4,528 40,195 44,723

Commission and

Expenses

Underwriting Balance E 859 (3,230)  (44,995)  (48,225)
Investment Income o b 307 495 11,641 12,136
Loss on disposal < {4,284) . - -
of subsidiary L ‘ R

Profit / (Loss) before C Uegsy 663 (U8 (735)  (33354) (36,089
Taxation o . L

13




ROYAL REINSURANCE COMPANY LIMITED

NOTES ON THE ACCOUNTS (Continucd)

3, General Insurance

1992
General Insurance Revenue £000
Premiums Written ~ gross 199,386
. ~ reinsurance (48,729)
~ net 150,657
Claims Incurred ~ Pross 310,724
- reinsurance {154,604)
-~ net 156,120
At year-end rates of exchange the premiums written were £23,543,000 (1992 £201,968,000),
4, Commission and Expcnses
1992
This item in the Revenue Account comprises: £000
Contmission 34,349
Expenses 10,017
Including:
Depreciation 36 357
Operating lease rentals - premises 28 1,597
Taxes other than on Profits 34 | 100
T Bdls 44,366
Adjustment for deferred acquisition costs ' ' : 190 357
L8605 44,723

14



ROYAL REINSURANCE COMPANY LIMITED

NOTES ON THE ACCOUNTS

{Continued)

5, Investment Income

1992
£000
Gross investment income 12,935
Less:
Expenses (281)
12,654
Less:
Interest pavable on loans (518)

12,136

6. Disposal of Subsidiary

In November 1993 the Company soid the entirc share capital of Royal Re American Holdings Inc.

to a subsidiary of the QBE Insurance Group for a cash consideration of US$59,000,000
(£39,333,000) resuiting in a loss on disposal of US$6,425,000 (£4,284,000).

15
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ROYAL REINSURANCE COMPANY LIMITED

NOTES ON THE ACCOUNTS

(Continued)

7. Segmental analysis of reinsurance business by Premiums Written, Profit before

Taxation and Not Assets,

1992
Gross Premiums Written : by destination £000
(Location of risk / cedant)
Americas 56,527
Curope 62,951
UK 23,018
Far East and Australasia 33,414
Others 23,476
199,386
Gross Premiums Written by origin
(Location of writing operation)
Amcricas 6,014
Europe 186,765
Far East and Australasia 6,607
199,386
Profit/(Loss) before taxation 3
Americas ek 663 193
Europe (773 (35,512)
Far East and Australasia c @y (770)
@S (36,089)
Net Assets as at 31st December
Americas R 3,987
Europe 99,826 34,046
Far East and Australasia 1,935 1,082
1045617 39,115

16




ROYAL REINSURANCE COMPANY LIMITED

NOTES ON THE ACCOUNTS (Continucd)

8. Taxation

1992
£000
The amount for UK and Overscas Taxation in the Profit and Loss
Account comprises:
UK Taxation
Corporation Tax 1,516
Trading losses utilised -
1,516
Imputed tax on franked invesiment income (39)
1,477
Overseas Taxaiion (175)
Advance Corporation Tax written off (937)
365
UX Corporation Tax for the current year included above and
in the provision for taxation is based on a rate of 33% (1992 - 33%).
Included in the zbove are:
Deferred Taxation 3
Prior year adjustments (470)
(467)
9, Taxation - Shareholders' Balance Sheet
1992
£000
The net potential amount of deferred taxation not expected to S
crystallise in the foresceable future and tor which credit has not
been taken is :
On unrealised appreciation/depreciation in net balance sheet
value of investments and associated undertakings ey 1,373
On trading losses e (10,740)
On other timing differences 23 (124)
(9,491)

The Company is not a close company for taxation purposes, and there has been no change in this
respect since the end of the year,

17




ROYAL REINSURANCE COMPANY LIMITED

NOTES ON THE ACCOUNTS {Continued)

10, Sundry Liabilities and Provisions

1992
£000
Reserves withheld from Reinsurers 2,064
Amounts payable to policyholders,
intermediarics and insurance companies 16,920
Amounts payable to Group companies 91
Sundry credit balances 2,655
21,730
11. Other Assets
1952
£000
Reserves retained by Cedants 23,305
Amounts receivable from policyholders,
intcrmediaries and insurance companies 42,578
Dsferred acquisition costs 4,688
Fixtures, fittings and equipment 1,342
Interest and dividends accrucd 3,678
Tax iccoverable 3,652
Amounts receivable from Group coipaiiies 17,004
Sundry debit balances 06
Cash on current account 748
97,501

18



ROYAL REINSURANCE COMPANY LIMITED

NOTES CN THE ACCOUNTS (Continved)

12. General Insurance Funds

1992
£000
Unearned Prentium

Reserve - pross 44,624
- reinsurance {4,179)
- net 40,445
Outstanding Claims - gross 353,643
- reinsurance {160,565)
- net 193,078

Unearned Premium Reserve and Outstanding Claims are stated at the year-end rates of exchange.
The total funds were £25,870,000 (1992 £233,523,000)

13. Exchange Rates

In respect of the major overseas currencies the rates of exchange used in these financial statements
are:

Assets/ Assets/
Revenue Revenue Liabilities  Liabilities
1992 1992
US Dollar 1.77 151
Japanese Yen 223,50 189.00
Deutsche Mark 2,75 2.45
Singapore Dollar 2.87 2.49
Belgian Franc 56.05 50.30

The net adjustments resulting Jrom the translation of assets and liabilities and the conversion of
remittances are as follows :

1992

£000
Investments 16,330
Insurance £unds (29,925)
Other assets and liabilities 14,807
Change in Exchange Resezve 1,212

19



ROYAL REINSURANCE COMPANY LIMITED

NOTES ON THE ACCOUNTS (Continued)

14. Auditors’ Remuneration

The remuneration of the Auditors for audit was £22,195 (1992 £65,617) and for non- audit services
to the Company was £Nil (1992 £21,378).

15. Directors' Remuneration

1992
The emoluments of the Directors were as follows: £
For services as Directors 12,000
For other services 168,148
Pension fund contributions 18,780
Other cmoluments 7,155
206,083

The emoluments of exccutive Directors include, where earned, performance bonuses relating to
the previous year. In addition compensation paid to Directors for loss of office amounted to £142,190
(1972 Nil).

Of the Directors who discharged their duties wholly or mainlv in the United Kingdom the
emoluments, excluding pension fund contributions, were:

1993 1992
Chairman :  Sir John Cuckney to 22nd January 1993 £4,000
Chairman : R A Elms from 22nd January 1993 £Nil
Highest paid Director £90,759
Other Directors by scale £0 up to £5,000 4
Exceeding  £80,000 up to £85,000 1

" £85,000 up to £90,000

The charge for Divectors' remuneration has been borne by the Parent Company,

16. Contingent Liabilities

Qther than in the normal course of reinsurance business the Company had no material contingent
liabilities as at 31st Drcember 1993.

20




ROYAL REINSURANCE COMPANY LIMITED

NOTES ON THE ACCOUNTS {Continued)

17. Leases

Annual commitments under non-cancellabic operating leases were as follows :

Land and Land and

Buildings  Buildings Other
1992 1992
£000 £000
Repayable as follows :
1 year or less - 47
Between 2 and 5 years 30 74
After 5 years 1,795 -
1,825 121

All material leases of land and buildings are subject to rent review periods of between three and
five years.

18. Asset Valuation

The basis of valuation of investments in the accounts is set out in the accounting policies on page 9.
The Directors have considered the value at 3 Lst December 1993 of the remaining assets of the
Company without actually revaluing them, and are satisfied that these assets are worth in total not
less than the aggregate amount at which they are stated in the accounts.




ROYAL REINSURANCE COMPANY LIMITED

NOTES ON THE ACCOUNTS {Continucd)

19, Cash Flow

As permitted by FRS1, it is not considered appropriate or meaningfiil to include within the Financial
Statements a Cash Flow Statement as the Company is a wholly owned subsidiary.

20, General Business Guarantee

UK Group Companics transacting general insurance and reinsurance business have entered into
an arrangement whereby they mutually guarantee to meet and discharge all their general
insurance and reinsurance business obligations.

21, Holding Company

The Company's ultimate holding company is Royal Insurance Holdings ple, registered in
England and Wales. The parent of the smallest group for which accounts including Royal
Reinsurance Company Limited are drawn up is Royal Insurance ple registered in England and
Wales.

Copies of the accounts for each of these companies can be obtained from the Registered Office as
notcd on Page 3 of these accounts.

22



ROYAL REINSURANCE COMPANY LIMITED

STATEMENTS OF RESFONEIBILITIES AND AUDITORS' REPORT

DIRECTORS' RESPONSIBILITIES

The Directors are required to present for each accounting period financial statements which have
been properly prepared in accordance with the provisions of the Companies Act 1985 applicable to
insurance companies, In preparing the financial statements, suitable accounting policies, framed by
reference to reasonable and prudent judgements and estimates, have 10 be nsed and applied
consistently. Applicable accounting standards alse have ta be followed subject to any material
departures being disclosed and explained in the notes to the financtal statements. The Directors
arc required to prepare the financial statements on a going concern basis unless it is inappropsiate
to presume that the Company will continue in business, The Directors are also responsible for
maintaining adequate accounting records so as to enable them to ensure the safeguarding of assets
of the Company and to prevent and detect fraud and other irregularities.

REPORT OF THE AUDITORS TO THE MEMBERS OF ROYAL REINSURANCE
COMPANY LIMITED

We have audited the financial statements on pages 7 to 22,

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITCRS

As described above the Company's Directors are responsible for the preparation of financial
statements, It is our responsibility to form an independent opinion, based on our audit, on those
statements and to report our apinion to you.

BASIS OF OPINION

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices
Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also includes an assessment of the significant estimates and
judgements made by the Dircctors in the preparation of the financial statements, and of whether the
accounting policics are appropriate to the Company’s circumstances, consistently applied and
adequately disclosed.

We planied and performed our aud't so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance
that the financial statements are free from material misstatement whether caused by fraud or other
irregularity or error. in forming our opinion we also cvaluated the overali adequacy of the
presentation of information in the financial statements.

OPINION

In our opinion the financial statements have been properly prepared i wstordance with the
provisions of the Companics Act 1985 applicable to insurance companies.

!
P ,
Coopers & Lybrand
Chartered Accountants and Registered Auditors

Liverpool,q February 1994



