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NFU MUTUAL AND AVON GRCUP

British agriculture leads the world in productivily and efficiency. The NFU
Mutual, through s close links with this great enlerprise, also has a long
and successful fislory. lls steady growth, over more than three-quarters of a
century, reflects the deepest commitment to the insurance and financial
needs of Brilain's farming communily.

Avon Insurance, the Mutual's subsidiary company, Is establishing a wide

repilation, within the insurance indusiry and amongst the general public,

both at fiome and abroad. \t is playing an increasingly important role by
providing an ever-broadening base for the Group.

Much has changed since early this century, when
seven farmers met In a Stratford tea shop to
discuss ways to recrult new members 1o the local
Farmers' Union. They decided there and then to
found a mutual Insurance soclety for the benefit of
farmers — and the origins of *The Mutual” were
established.

The down-to-earth philosophy of these seven
entreprencurs remains the busis of the Group's
success. [t was expressed in a document of Intent
In September 1909, which promised to provide
fire, workmen's compensation and all other kinds
of insurance {except life), at the most competitive
rates.

In 1928, life assurance was added and today the
Mutua] offers farmers a wide range of financial
services, including life and investment, tax and
pension plans as well :3s unit trusts and mortgages.

The NiU Mutual, as its name signifies, isa
“mutual” insurance society, owned by its
policyholders. Any surpluses it earns go to

In 1925, in the face of prowing demand for insurance
from outside agriculture, Avon Insurance was
formed. Since those early days, the scope of the
Company has expanded beyond recognition. Today.,
its fast-growing reputation for innovation and service
is widaly respected, here and overseas.

At home, it serves the public through a nadonwide

The NFU Mutual

The Avon

strengthen the Group, to Improve service and
broaden policyholders’ insurance cover.

But what makes the Mutual unique Is its link with
the Farmers' Unlens, which began in 1919. Their
agents, today's Farmers® Unlon Secretaries, are
given an agency to sell NFU Mutual Insurances to
their members, In return the Unlon Secretaries
racelve commission which, in effect, constitutes
their salary.

[n this way. the National Farmers' Unions are able
to provide an outstanding service to their
members at reasonable cost. This has resulted in
one of the most successful examples of agricultural
cooperation that can be seen today.

The Mutual has branches established throughout
the UK, employing over 2,000 of its own stalf, And
despite the complexity and scale of modern
farming. 1t provides the variety of insurances and
finandial services that farmers need — conveniently
and at the lowest possible cost compatible with
security and the breadth and quality of service.

network of reglonal branches, and Is securing an
ever larger share of both the commercial and
industrial markets.

In the City. at the heart of the London money
market’s famous “Square Mile”, and in
Birmingham, Manchester, Glasgow and other
major centres Avon's underwriting rooms earn
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valuable income from the large and diverse fisks
that are attracted to the UK They also provide
essential day-to-day contact with other insurance
companies and with brokers handling bust 2ss on
a alobal scale,

Kong and Denmark France and the Netherlands

The last three-quarters of a century has seen many
changes lor both the NFU Mutual and the Avon
Undoubtedly, as the Group forges ahead into the

21gt century. the future will present many new
challenges. These will be met with conlidence - a
confidence that has been well and truly earned.

Overseas the Avon is established as an insurance
underwyriter incountries as widely different as Hong

Management

Chief Exequtive
AL S, Young, F.CLL

General Manager [Avon)

General Manager (Soclety)
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CHAIRMAN'S STATEMENT
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Chairman
D. M. Milne, C.B.E.. 1., F.R.Ag.5.

Highlights

I am very pleased to report that 1988 was a year
cf solid progress for the Society and its wholly-
owned subsidlary -~ Avon Insurance PLC. In both
companles we achieved very satisfactory general
business growth, coupled with significaritly
improved underwriting results. The major lactors
influencing these results were much more settled
weat' er conditions, and, particularly in the Avon, a
mor¢ stable pricing structure in the UK insurance
niarest as a whole. Both of these features were
welcome relief after 2 number of years of extreme
weather patterne and intensive price competition

1988 also saw record growth and exceptional
activity in our life and pensions business We took

advantage of the opportunitics afforded by the
changesin the UK pension market and, in
consequence, attracted many new customers.

NFU Mutual

Although most of cur premium rates remained
unaltered, our general business premium incom:
nonetheless rose by almost 10% to £168m. Most
of this extra Income came from new business and
increases in cover purchased by existing customers
— a trend which | regard as most satisfartory. | am
confident that we are increasing our share of he
farming Insurance market.

—
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As it was only three years ago that | had o report
on the largest undel writing ﬁ::ssjn the history of
the Society, vou will understand the pleasure it
glves me (o report our largest underwriting profit,
The benign weather conditions to which | referred
eariier helped us to praduce an underwriting profit
of £14.2m, Acde & o the underwriting surplus is
investrnent income ot £28.6m., producing a trading
surplys of £42.8m. befare tax and other expenses,

I cannot emphasize too strongly the importance of
profitable trading, especially 1o a mutus.
otganisation. Further expansion and diversification
of our business require capital and with the rapidly
changing shape of the fipancial services industry,
and the imminent prospect of a single European
market, your Seclety raust have the financial
strength to enable it to compete In this new
envitonrnent,

Although 1988 produced a good general business
resiit [ feel I am justified in aescriblng itas “the
Year of the Fanslon”. The changes to the UK
penslon regime, introduced by the Social Security
Act 1985, gave us an opportunity to develop this
part of sur business, Coming, as it did, at the same
time as'the implementation of much of the _
Financial Services Act, it meant that our entire life
and pensions operation had to contend with a
conslderable workload. In preparation we have,
during the last two years, carried out a major
training programme in life and pension producis
for all eur fleld staff and agents, We have alse
invested in a new computer system to enable us to
process our new range of life and pension
products,

I am gratiffed that all this wffort and Investment hag
produced results and we recorded an increase of
122% in new annual premiums for individual
pension policies, It is clear that more farmets than
ever before have taken stock of thelr retirement
needs and, following advice from our agents and
field staff, have madge some provision for their
retirement. In the past, oo many farmers have
delayed thelr pension planning to the point where
it has become very expensive to fund a reasonable
amount of pension. ! urge all members to seek
early advice from our agents. Our reserves are
strong and the Soclety provides sclid security for
policyholders’ investments,

Throughout last year, we continued to work closely
with the Farmers’ Unions. We were involved with
the NFU of England & Wales in the major review of
our [oint field force which, over the years, has
contributed so much to our success. Like all
systems it needs (o be reviewed and adjusted to
reflect changing circumstances, and | am very
pleased that the Council of the Union have
accepted the consultants’ recommendations,

l?as saw a great dﬁal 42?”'3 4;‘!’;}!'5‘/1 ;,’;',":E;'a
of preparatory work . i .
un%qnakefn n:h ( food 4 /-armmg)
readiness for the

1989 Ceiebration of \‘-’/) /? 6’9 <

British Feod & Farming. =

Itis not said often encugh that year after year
British farmers and growers provide consumers
with a wide cholce of high-quality food which is
excellent value for money, The Celebration
provides a platform for the industry to preseunt its
story and the Sodlety is pleased to be assoclated
with this important event as a major sponsor and
as official insurer. We wish the Celebration well,

Avon Insurance PLC

in recent years | have derived considerable
pleasure from the growth of the Avon, and 1988
saw a continuation of vhis trend. The Avon has now
firmly established its own place In the market and
stands well placed for future growth.

Last year, generai business premium Income
increased by more than 27% to a total of £86.3m.
In monetary terms, for the first time ever the
Avon’'s premlum increase in the year was greater
than the Society's,

The underwriting result was much improved, with
the loss reduced from £5.5m, to £2.3m. The trend
is sound and our plans for the Company will reflect
our philosophy of combining careful control of
underwrlting standards with a constant search for
profitable niches in the market,

Alfter including investment income of £6.2m., the
Avon's overall result is a profit of £3.9m. before tax
and other expenses,

As the Soclely’s major operating subsidiary, the
Avon has a vital role in the overall well-being of
our group of companies. The Avon provides the
parent Seclety with the vehicle to diversify outside
agriculture — thereby spreading the business base
of the Group and bringing the benefits of
operational scale as its business Increases.

We recognize that for a company of the Avon's
size 10 compete with bigger rivals, and in a matkat
which is already well supplied, we must offer high
standards of service and a first-class product ra nge.
Qur rapld expansion, particularly over the last
three years, reflects the growing 2.nd substantial
support we enjoy from insurance brokers. That
support can never be taken for granted and we
shall continue to strive to Improve our service and
products and to keep in touch with the needs of
our brokers and agents. I thank them for thelr
support In 1988,
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New Products

In both our companies we are determined to offer
our customers an ever-increasing range of fop-
qualitv produucts. 1986 saw the istroduction of our
domestic mengage packags —- Avon Homebuyers
Service — and | look lorward 10 steady growth in
this part of our business, Both companies also
introduced a private medical insurance policy ~—
H?althWise. Again, | anticipate steadily increasing
sales,

Quite appropriately. the Society was the first
company to provide cover, to supplement the
basic Government compensation. for Bovine
Spongiform Encephalopathy.

In the Avon we carried out & tharough revision of
our Commercial Insurance covers and re-launched
the new range in October,

Single European Market

During 1988 the Government has worked to focus
the minds of all British businessimen on the
implications of the single European market,
Throughout the 1980s, the Avon has been
modestly developing its business in a number of
countries, The experience we have gained will help
us In our planning. Although there is considerable
confusion over how the creation of a single market
will influence consumer trends and the shape of
the financial services industry, we cannot afford 12
be parochial and to ignore the prospect of new
markets or competition in our home market from
new scurces, As part of our consideratien of this
Issue. our executives are in regular contact with
other European agricultural Insurers.

‘ﬂ;.;.. > M"
TS ey *
ot s‘:". -ﬂ-‘:}ﬂ%’b
These contacts were enhanced last November
when the Board of the Soclety spent three days in
France to study at first-hand the structure of our
French equivalent ~~ GroupAMA ~ and to
excharige views on the luture.

Concluslon
" (Al

At the end of April our Managing Director. Charles

Thomas, handed over the reins to our youngest

ever Chief Executive, Andrew Young, He heads a

-capable and enthusiastic senior management team,

whose ideas on how the business wilt develop In

’ the nineties and beyond are slready shaping our

wrategic thinking, and who have also produced
such good results in 1988, My congratulations and
appreciation for those results are due to the entlre
management, staff and agency force,

! also thank my colleagues on the Board for their
unswerving persenal support throughout the year.
My sincere thanks are also due to our local
Directors and the officials of the Farmers’ Unions
for all they have done ta help us, | look forward to
the same team effort in 1989,

-3




SATISFIED CUSTOMERS —
OUR MOST VALUABLE ASSET

Retﬁrcd Scots farmer John Gilmour and his wife
returned home after » short holiday to find their
home awash. A toilet cistern had burst while

they were away, and over several days water had
flooded over their landing, cascaded through the
celling. causing extensive damage to the upper and
fower flgors of the couple's home,

The damage was horrific. The ceiling and
plasterwork was in ruins, and the carpets and
furniture on the landing, hall and lounge damaged
beyond repair.

Fortunately. John had continued to insure with the
Mutual after he retired and within hours of the couple
returning home, his branch office had appointed
experts to assess the .extent of the damage. Their
inspection revealed that in addition to the
plasterwork, some of the floor needed to be
rep!_acccz’d. and the damagad parts of the house
rewired,

Athird of the silage needed to feed Robert and
Jack Taylor's 150-head dairy herd through the
winter was destroyed when a fire hynke out In

the silo at their Lancashire farm.

The fire began in an elevator which was being used
to move silage, Sllage on the elevator carried the fire
into the store. where it spread through half of the
eight bay building.

Firemen were on the scene within 20 minutes, but
by then the fire was well established and tock two
hours te bring under control. By that time around 800
tonnes of sllage had been destroyed together with
12.000 bales of hay and straw. The asbestos sheeted
steel-frame silo was extensively damaged.

Fortunately, the Taylors had their silage insured,
and were able to claim for its full value, After the fire
damaged silage had been removed, tests were made
to estzblish if the remainder had been rendered
useless by smoke penetration.

u S ervice second to none — i couldn’t have

asked for my claim to have been handled
more efficiently,”
That was Southport grower Brian Forshaw's comment
on the Mutual's claims service.

Over half his four acres of glasshouses were
destroyed by a starm which raged across northern
England during the night of February 9, Winds gusting
to hurricanc force lifted two glasshouses from their
foundations, and threw them onto the nefghbouring
block of glasshouses. As well as the damage to the
structures and glass, the irrigation and heating
systems, machinery, and a computer control system
were crushed.

Contractors were quickly found to replace the two
glasshouses which had been destroyed, and repair
the others. At the same time estimates for
replacement heating and Irrigation equipment were
obtained, and a chegue for over £150.000 sent to

it took three months
for the vatious workmen
¥ to restore the Giltnour's
@ home, and for rew
7 carpets and furniture to
be delivered. When the
,total bill -~ over £4.000
B, - was presented o
. the Mutual, a cheque
B was in the couple’s

hands in four days.

"My wife and | were very pleased indeed with
the way the Mutual's staff helped us and settled
the claim.

“"We have been insured with the Mutual for nearly
50 years now. and it is always reassuring to know that
we have got the security of our NFU Mutual
insurances.”

N
gt

Once the rezults of these tests were available, an
NFU Mutual Local Assessor valued the lost silage, hay
and straw on the basis of its market price in the area
at the time of the fire,

An interim payment for the silage, har and straw,
enabled the Taylors 1o replace the lost feed before
their cows came in for the winter.

Once satislactory estimates had been obtained to
bring the silo and its lean-to — also damaged in the
fire — back to their ¢riginal condition, a finai cheque
was issued.

"We were very satisfied with the way the claim was
dealt with," said Mr Robert Tayior.

Mr Forshaw before the
end of March,

“From the moment
[ contacted the
Mutual, everything
went exactly to
plan, and the
quick settlement
of the claim
meant | was
back in salad
production
by the
summer,” said
Mr Forshaw,
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vor's claims service came to the rescue of a
Welsh couple, whose Christmas family reunion
was threatened by a car crash.

It was fust nine days before Christmas when disaster
struck Alan and Diane Smith as they drove through
Colwyn Bay in thelr Nissan Micra.

An avertahing van swerved into thelir car with such
force that it was pushed off the road and up an
embankment before rolling over onto its roof. Mr and
Mrs Smith escaped from the wreckage with minor
injuries. but thelir car was damaged beyond repair.

The couple were [ooking forward to visiting their
family over Christmas — but without a car there was
no way they could visit relatives in South Wales and in
parts of England.

After hospital treatrnent, Mr and Mrs Smith called
their insurance agent. So that they could go ahead
with their Christmas visits, they asked if it was
possible for Avon to settle their motor claim in time
for them to buy another car before Christmas.

Les Davies of brokers Gott and Wynne advised the
Smiths to contact Avon direct, and after a call to
Avon’s local branch office, a staff eng neer was on his
way to Inspect the wrecked car.

he combination of a night’s torrential raln and a

blocked culvert led to the collapse of a retaining
wall and a five feet high wall of muddy water
cascading through Mrs Denzl Benneit's Newbridge
hairdressing salon,

Mrs Bennett rushed to her salon after a ‘phone call
in the middle of the night alerted her of the disaster.
She arrived at dawn to find the parade of shopsin
Meredith Terrace devastated. Doors and windows
had been smashed by the force of the flood, and her
salon was flooded out, with the floors under a layer
of thick mud.

Furniture. floor coverings, and the salon’s electrical
equipment was rulned. It took Mrs Bennett and
her staff several days to clear up the mess, The
problem was made worse because of a postal
dispute, which made It impossible to get written
estimates from builders, decorators, and equipment
suppliers.

Reatising that her salon would be out of action for
waeks, and faced with bills for the clearing-up
operation, Mrs Bennett rang Avon's Penarth branch,
That day, an interim payment was personally handed
over to her.

Later. when orders for new hairdressing equipment
had bee;u:laced. a cheque for the remaining items
was isstied, together with a payment under the
policy’'s business interruption cover, to make up
Lh?‘ income lost while the salon was being put to
rights.

g"I couldn’t fault Avon's claims service," she said.
“When | rang u;: to explain the problem the claims
staff got to work on it straight away. Getting a cheque
on the same day meant | could get the repairs worl
etarted immediately.”

Three days later, when the: branch office recelved
the couple’s claim ferm, and the car's documents, a
cheque for the full value of the car was handed to Mr
and #Mrs Smith, who were able to buy a new car irom
thelir local Nissan dealer and go ahead with the

Christmas plans.

“Avon's staff at the Liandudno office couldn't have
been more helpful.” said Mr Smith. "Our friends were
amazed that we had a new car a week after the

accident.”
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LOCAL BOARDS
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Arca No. |

G. M. Ballard, C.B.E.. }.P., D.L. (general direclor)
1. A. lackson fgeneral dircctor)

W. M. Clarkson, Yorkshire {East Riding]
|.-Craigs. Northumberiand

1. S. Fawcetlt, C.B.E,, Yorkshire

(North Riding and South Durham)

R. N, Haworth, South Cumbria

P. R. Mitchell, B.Sc., North Cumbria

I. §. Moor, Durham

P. A. Smith, Yorkshire (West Riding)

1. R. Welford, York

o Arealo. 2

G. H. Ballard, C.B.E., ].P., D.L. (general direcor)
. LA Jackson (gencral diredon

. A. Brookes, Shropshire

R, F. Cotton. Derbyshire

1. J. Molyneuix, Lancashire

G. €. Moris, Cheshire

J, E. Nullis, Nottinghamshire

D. W. Thornalley, Lincolnshire

Area No. 4.

G. H. Ballard, C.B.E.. 1.P., D.L. (gencral director)
v P. E. Coldicutt {general direcler)
V. B. Douthwaite, Warwickshire

W. W. Madders, Staffordshire

], H. Norman, Oxfordshire

P. R. Sparey, Worcestershire

Area No.5
A:Q. Hitchcock. C.B.E.. M.A. (general director)
Sir Richard Butler, M.A., D.L. {gencral direcion

T. M. D. Shaxson (general directony -

] D. Aflress, O.B.E., Isle of Ely
R, A. Brice, Essex

W, R. Morrow (general direcler)

R. T. Chesney, County Antrim

C. G. Conn, County Londonderry

W, E. S. Fullerton, F.R.Ag.S., County Down
J. R. H. Hamilton, County Fermanagh

R. N. Harpur, County Armagh

D. M. Milne, C.B.E., .P., F.R.Ag.S. (general dircclor)
. A. Mcintyre, J.P. (general direclon)

). Caldwell, Ayrshire

A. R. Campbell, Kirkcudbrightshire

s, Campbell, O.B.E., Aberdeenshire

D. M. Cargill, Kincardineshire

England

Northern lrelénd

Scotland

J. Dillon-Roblnson, Camtiridgeshire

D. B. German, Peserborough

W. S. Hay. Holland division of Lincolnshire
D, H. Hodge, 1.P.. Suffolk

C. Wharton, Norfolk

Area No. 6

M. A. Jeanes, O.B.E. (gencral director)
R. ]. Badcock, Cornwall

C. H. Coad. |.P., Wilishire

L. E. Hallett, |.P., Devon

W. H. Organ, Gloucestershire

T, R, Pearce, Somerset

E. ]. Sainsbury. Herefordshire

- B. ). Young. Dorset

AreaNo. 7 ‘ )

A. Q. Hitchcock, C.B.E., M.A. {aencral director)
Sjr Richard Butler, M.A., D.L. {general director)
T. M. D. Shaxson (general director) -

T. G. Brock, Hampshire '

J. A. Fordham, East Sussex

]. W. Gore, Berkshire

D. !. Hadfleld, |.P., Surrey

R. S. Hancock, M.B.E.. West Sussex

H. B. Lowe. Kent,

I. R. U. Taylor, Iste of Wight

Area No. 8 B B

G. H. Ballard, C.B.E,, J.P., D.L. {general directon)
p. E.Coldicutt fgencral direclon)

H. G. Boughton, Buckinghamshire

D. A, V. Cox, B,Sc., Hertfordshire

D, W. B. Godfrey, Bedfordshire

and Huntingdonshire

T. R. Mould, Northamptonshire

R.T. Thomas. Leicestershire and Rutland

W. A. McCahon, C.B.E., County Londonderry
. A. Patton, C.B.E., F.RAgS., County Antrim
S, A. Robinson, County Tyrone

N. W. Shaw, B.Sc., County Down

J. T. Swain, County Down

J. Fleming, Lanarkshire

J. B. Forrest, F.R.Ag.S.. Berwickshire
H. A. M. Fraser, J.P.. Inverness-shire
I. D. Grant, C.B.E., Perthshire

. E. Jeffrey, The Lothlans

W, Lammie, Wigtownshire
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R, I Lennox, Q.B.E., §.P., Dunbartonshire
R. Malcolm, 7., G.L., Argyll

J. M. Mathieson, Q,B.E., ).P., Perthshire

} E. McNaughton, O.B.E., Stirlingshire

A. Evans, O.Q.E., F.RA@S. {goneral director)
A. ). Arthur, Monmouthshire

E. 7. Davies, Cardiganshire

J. D. Hirst, Flintshire

E. Jones, |.P., Denbighshire

E. M, Jones, Brecon and Radnor

E. P. Janes, Merionethshire

Wales

A, Taylor, Banffshire
W, C, Taylor, Angus
L I. Turnbull, B.Sc., Fife

R. A. Jones, Mid-Gwynedd

W. H, Jones, Carmarthenshire

D. A, Lakin, Glamorgan

P. |. Perkins, F.R.Ag.S.. Pembrokeshire
T. R. Tudor, Montgomeryshire

R. Williams, Anglescy
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OFFICES OF THE GROUP
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Head Office

Tiddington Road, Stratford-upon-Avon. CV37 7B}
Telephone (3769) 204211

East Reglonat Olfice

80, 5t. Stephens Road, Norwich, NRI 3RF
Telephone (0603) 620316

N. A, Stanlcy. F.C.LL, Reglonal Manager

North East Regional Office
9. St. Saviourgate, York, YOI 2NH
Telephone [0904) 31303

Group Regions

i Maddison, F.CLAL, Regional Manager

South West Regional Office

St, James' Parade, Bristol, BS1 3LW
" Telephone (0272) 2154214

M. E. Milner, F.C.1)., Regional Manager

Local Office:

Agriculture House, New London Road.
Chelmsford, CM2 0AP Telephone (0245) 258735
J. A. Barlaw, A.C.Ll,, Sales Manager

Local Office:

7. The Ropewalk, Notiingham, NGI 5EA
Telephone {0602) 476342

C. L. Dollimore, A.C,1.\., Sales Manager

Local Office:

Royal Building, St. Andrew's Cross,

Plymouth, PL1 2DS Telephone (0752) 223212
B. G. Briggs, A.C.LI., Sales Manager

Group Branches
; Basingstoke North Wales
Church Street, Basingstoke, RG21 IDB . Trinity Square, Llandudno, LL30 2RF
Telephone (0256) 55921 <" Telephone (0492) 860400

M. E. Richards, A.C.1.l., Manager

Chester
27, Newgate Street, Chester, CHI 1DQ
Telephone (0244) 3501 15

R. Wright, F,C.L1., Manager .

East Midlands

Tithe Barn Road, Wellingborough,
NNE IDE Telephone (0933) 228484
R. M. Grafton, F.C.1.L, M.B.LM., Manager

Maidstone
23129 Albion Place, Maldstone, MEI4 5DD

Telephone (0622) 690303

. W. Hirst, A.C.LL, Manager

Newcastle upon Tyne

3. Osborne Road, Newcastie upon Tyne,
NE2 2AU Telephone 091-281 7901

G. Slonley, F.C.LL, Manager

Northern Ireland

4, Adelalde Street, Belfast, BT2 8GE
Telephone (0232] 242961

W. D. Jones, A.C.11L, Manager

C. J. Lovell, A.C.1.1., Manager

Penrith

Corney Square, Penrith, CA11 7QG
Telephone {0768) 63682

C. Dawsont, A.C.L.L., Manager

Scotland .
135-143, Bath Streer, Glasgow, G2 25X
Telephane 041-204 2231

K. G. Smith, A.C.L.L, Manager

South Wales

19, Stanwell Road. Penarth, CF6 2XZ
Telephone (0222 705511

P, . Toozer, A.C.1L1.. Manager

West Midlands

Scholars Lane, Stratford-upon-Avon,
CV37 6HE Telephone (0789) 414000
G. H. Bolshaw, Manager
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Channelislands

The Istands’ Insurance Group

Islands' Insurance Campany Ltd.,

Risk Management Ltd,,

Invicta House, Candie Road,

St, Peter Port, Guernsey

M, A, Ward, F.C.LL, F..R.M.. Chief Exeadive

b

. City Underwriting Room

Excess Hyuse, 13, Fenchurch Avenue,
‘ ' London, EC3M 58S
‘Telephone 01-62371697

Birmingham Underwriting Room
Lancaster House, 67, Newhall Street,
. ‘Blrmingham, B3 INH
Telephone 021-233 1802

Stratfard-upon-Avon Servicing Centre
Scholars Lane, Stratford-upon-Avon,
CV37 6HE Telephone (0789) 414000
A. T, Swindells, Manager

: Belgium ,
Michiels & Lamauet S,P.R.L,,

Britselel 48,
2000 Antwerp

Denmark
Avon Forsikring,
Vester Voldgade 8,

DK-1552 Copenhagen v~

France

Saltiel 5.A.,

4, Rue Lamennals,
75382, Paris

Greece

Barry S.A..

6, Omirou Street,
Athens 105 64

Hong Kong

Hanford United Insurance Agents Ltd.,
1401-2, Yue Shing Commerclal Bullding,
15, Queen Victoria Street,

Central

.\ |
Avo§n only Offices

Overseas Representation

Isiands’ Insurance Managers Ltd.,
Ingowville House,

Ingouville Lane, St. Helier, Jersey

M. A, Ward, F.C.1.I.. F.LR.M., Chicf Execulive

Manchester Undenwriting Room
9/21, Princess Street, Manchester,
M2 6AR .
Telephone 061-832 4651 «

Midlands Underwriting Room
Scholars Lane, Stratford-upon-Avon,
CV37 6HE Telephone (0789} 414000

Italy

Onelio Apuzzo S,pA.,
Assicurazioni e Riassicurazionl,
Via Pantano 26,

20122 Milan

Netherlands

Schermer Assuradeuren B.V.,
Gebouw Amstel Poort,

Mr. Treubtaan 7,

1097 DP Amsterdam

Tulleners van Buren,
10th Floor.

World Trade Centre,
PO Box 21046,
Rotterdam

A. C, Fraser & Co..
Postbus 1033,
Boompijes 57,

3000 BA Rotterdam
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{ Avon lnsu.al . PLC NFU Mutual Management
The major insurance subwsidiary, NP Uit (i“? ; -
gnderwriting most dasses of I 2 e Company Limlted tiwps o furates
. business for cammercial, ' ! Aty and v untoks the subvadir
" industrial and private tdividuals. companies of the group
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Tiddington Investments Limited : —— . NFU Mutual Unlt Managers
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] Tiddington Finance Limlted
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t Islands’ Insurance (Holdings) o I N n
| Limlted Holding company for the i i Knights Property Company
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risk manageiment services in the | Tiddingion.
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NFU Muatual Investment
Services Limited A company
which provides investment
management services for trusiees
and other comarate (nvestors

Edward Fox & Son Limited
Lithographic printers and
stationers, providng a prating
service to the greup and 1o the
general public
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NFU Matual Linked Pensloas
timited A company setupin
readiness for future expansion n
this area

Tlddingten Nominees Limited
A nomince company hokhng
securities on behalf of

chents
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REPORT OF DIRECTORS

Activities

The principal activity of the Society and its
insurance subsidiary is the transact.on of fire,
accident and motor, life and penstons and unit
trust business. A list of the Society's subsidiary
companles is shown in note 9 on pages 29-30,

General Busliness

Group net written premiums amounted to
£231.37m. Clalms incurred were £147.61m
163.8%). Commission and expenses absorbed
£54,83m (23.7%). After maRing provision for
unearned premiums, less deferred acquigition
cxpenses, a surplus of £11.59m has been
transferred to profit and foss account,

Long-Term Business

The net premium income of the Group In respect
of life and pensions business, including
consideration for annuities granted, amounted to
£52.25m, During the year new life and pension
policies were issued with annual premiums of
£6,97m and singie premiums of £6.17m. At the
end of 1988 the life assurance funds totalled
£718.26m,

Profit and Loss Account

After the proposed transfer of £37.50m to general
reserve, the consolidated balance to be carried
forward amounts to £7.84m.

Dlrectc;rs
Mr, C. A. Thomas retired from the position of
Managing Director on the 30th April, 1988,

In accordance with the Articles of Association,
Mr. P. E. Coldicutt. Mr. A. Q. Hitchcock and

Mr. J. A Mclntyre retire and, being eligible, offer
emselves for re-election,

A list of the directors of the parent Society is
shown on pages 10-1 k.

Employees

The averaﬁe number of persans employed by the
Group in the United Kingdom during 1988,
including part-time employees, was 2,156 and the
aggregate remuneration was £22,23m.

The Group has adopted a positive attitude towards
employee involvement, We take involvement to
mean communication and consultation —
acqualinting employees with the facts of the
business and seeking thelr views.

The Group recognlses MSF, the industry and
services union. as representing employees atall
levels below managemant. A procedural
agreement with that unfon is in force. and a Joint
Negotiating Committee meets regularly during the

year, Also, the full Natlonal Executive Committee
meets annually with senior management to hear
the results of the business for the year and to
discuss current trends, problems and projections
for the fuwre,

f:oples of the Annual Report and Accounts are
made available to all employees and ‘The Link’, a
staff newspaper, Is issued three times a year,
Briefing meetings, for all members of staff, take
place at least quarterly to cover progress, targets
and profitability trends, Emplorces are
encourages to participate in the aifalrs of the
Group thro™:gh their managers and the staif
suggestion scheme.

The Group Is convinced of the need for tralning
personnel at alt levels, so that the individuals
concerned are equipped to perform their roles
effectively. This leads to better performance all
round. During 1988 some 140 courses were held In
the training rooms of the Group and these courses
involved some 1,500 individuals,

Applications for employment from disabled
persons are fully and fairly considered having
regard to the particular aptitudes and abilities of
such applicants. In the event of members of staff
becoming disabled, the Group would endeavour to
continue thelr employment and, where necessary,
appropriate re-tralning would be arranged. Itis the
policy of the Group that the training, career
development and promotion of disabled persons
should, wherever possible, be the same as for
employees who are not disabled.

Charitable Donations
gg.aﬁtable donations during 1988 amounted to
148,

Auditors

In accordance with section 384 of the Companies
Act 1985, a resclution proposing the
re-appointment of Deloitte Haskins & Sells,
Chartered Accountants, as auditors of the parent
Soclety will be put to the Annual General Meeting,

D, M. Milne A. Q. Hitchicock
Chairman Vice-Chairyfan
- .
/r f- ’!p. O/ C‘-&‘/‘] 9,(,
) S
A. S, Young T. M. D, Shaxson
Chlef Execulive Director

Stratford-upon-Avon, st March, 1989
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GENERAL INSURANCE

REVENUE ACCOUNT

for the year ended
31st December, 1988

Income

Gross premiums written
INote 2

Less; outwards teinsurance

Net premiums written

Less: increase in
unearned premiums

Premiums earned

Cutgo
Gross claims

Less: outwards reinsurance
Net claims

Cominission

Expenses

Deferred acquisition
expenses

Surplus/{Defich} tn
Profit znd Loss Account

Consolidated  Consolidated Parent Sociely  Paremt Sevicly
1988 £m 1987 Em (988 £m 987 Em
255,13 221.59 168.46 193.67
23.76 22.86 9.94 9,63
231.37 198.73 158.52 144,04
17.04 1454 7.56 7.0¢
214,33 184,42 150.96 137.04
160.61 177.38 111.99 129.77
13.00 37.80 . 7.86 2660
i47.61 139.58 104.13 103,17
32.42 28.18 19.73 18.27

25.41 20.85 14,04 1298 .
{3.00) {2.39) {1.13) {1.05)
202.44 186.22 136.77 133.37
£i1.89 £(1.80) £14.19 £3.67
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PROFIT AND LOSS ACCOUNT

for 1he year cnded Consolicated  Consolidated Parent Society  Prrenl Sodicly
315t December, 1988 1988 £€m 1987 £m 1986 £€m 1987 £m #3
Investment income 3490  31.65 2859 2671 ‘
Transfer of realised
profits on investments - 1.15 - -
Surplus/{Deficit) from
General Insurance
revenue account 11.89 {1.80} 14.19 3.67

PN -

t

tncome irom non-instirance

subsidlaries ‘ 3.29 191 - —
' 50,08 3291 42.78  30.38
ik Less: other expenses 2,92 2,09 0.47 0.44
(Nele 8)
4716 30.82 42.31 29.94
Less: taxation 10.80 8.67 9.25 8.90
{Nole 8}
36,36 22.15 33.06 21.04
. Balance of last year's
account 8,98 8.33 7.71 7.47
45,34 30.48 40,77 28.21
Less: proposed transfer to \
general reserve 37.50 21,50 35.00 10.50
Transfer to
Avon Insurance PLC — — — 10.00
Balance carried forward £7.84 £8.98 £5.77 £7. 711

G
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BALANCE SHEET

as at
31st Deceimber, 1988

investments
less reserves
(Nole 3)

Plant and equipment
Current assets
[Note 4)

Totatl assets

Less: Habllides

{Note 5)

Long-Term Business
fund net assets

Represented by

Reserv2s -

General reserve
Addltional reserve
Profit and loss account

Insurance funds
Unearned premiums
Qutstanding claims
(Nete 12)

Long-Term Business fund

Consolidated  Consolidated
1988 £m 1987 £
38075 324,56
4.98 437
6637  63.12
45210  392.05
2646 28,79

425.64 36336
71826  631.35
£1,143.90 £994.61
13338  95.88
4.94 4,94
7.84 8.98
[46.16 ~ 109.80
101,68  87.64
177.80  165.82
425.64 363,26
71826  631.35
£1,143.90 €£994.61

Parent Sociely  Parent Sotielu
1988 £m 1987 £m
307.11 26621
38.29 36,92
34996 30313
17.62 19.98
327.74 283,15
652.44  573.15
£980.18 £856.30
I 10.00 75.00
4.79 4.79
5.77 7.7
120.56 ~ §7.50
69.53  63.10
137.65 13255
327.74  283.15
652.44  573.15

.

\

-~
£98G. 18" £856.30
v
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[LONG-TERM BUSINESS
REVENUE ACCOUNT

for the year ended Consolidated  Consolidated Parent Socicly  Parenl Socicty
31st December, 1988 1988 €m 1987 £m 1988 £m 1987 Im
Income
Premiums 2595 22,32 2.2 15.69
Consideration for annulties 26,03 21.31 2530 ~0.02 !
{Notz 2) —_ ]
52.58 43.63 47.51 3871 |
Less: reassurance 0.33 1.07 0.23 0.93 N
5225  42.56 a8 T o178 E
Gross Investment income 65,22 58.41 59.00 3221 3
Transfer of realised profits '
on Investments 26,50 .34.00 24.00 39.00
' 143.97 13497 (3024 069
- Qutgo ‘
Claims by death 517 5,03 4,73 4,54
Claims by maturity 22.03 20.09 20.39 17.85
Surrenders 3.66 10.50 3.16 9.78
Annuities 5.52 5.47 . 5.26 4.54
) 3738 4109 33,54 3671
Less: reassurance recoveries 0.70 0.81 , 0.61 0.14
‘ 3668 ~ 40.28 3293  36.57
Taxatlon 7.81 9.06 6.81 8,22
{Note 8)
Commission 4,67 0.54 4.36 0.23
Expenses 7.90 6.88 6,95 5.91
57.06 56.76 ‘ 51.05 50.93

Increase In fund during
the year 86.91 78,21 79.29 69.76

Add; fund at the beginning

of the year 63135  553.14 573.15  503.39
Fund at the end of 3
the vear £718.26 €631.35 £652.44 £573.15 B
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LONG-TERM BUSINESS
BALANCE SHEET

as al
3jst Decenber, (988

Invesiments
less reserves
{Nole 3)

Current assets
{Nole 4}

Total assets

Represented by

Assurance fund

Other liabilities
(Nole 5)

Cengolidaled  Comsolidated Parenlt Socicly  Parenl Soxicty

1988 £ 1987 £m 1988 £m 1987 £m
714.64 63734 649.05 578,16
19.68 21.90 18.20 20,20
£734,32 €£659.24 £667.25 £598.36
718.26 631,35 i 652,44 573,15
16.06 27.89 [4.81 29.21%
£734.32 £659.24 £667.25 £598.36
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CONSOLIDATED SOURCE AND
APPLICATION OF FUNDS STATEMENT

for the year ended 31st December, 1988 1988 £m 1987 €m

General Insurance

Saurce
Underwriting surplusfideficit) less profit and
loss account expenses plus other income 12,26 {1.98)
Gross Investment income 34.90 31.65
47.16 29.67
Taxation 10.80 8.67
36.36 21.00
Add {deduct) adjustments [n other sources:
Unearned premiums less
deferred acquisition expenses 14.04 11,92
Qutstanding clalms 11.98 10,07
Tran:,fcr of realised profits on investments — i.15
Agents’ balances and debtors (1.97) {12.61}
Creditors {2.33) . 9.68
Depreciation .20 1.35

£59.33 £42.56

Appiication

Increase (decrease) In
investments less reserves and liquid assets:

Fixed interest stocks and shares 5.80 2115
Ordinary shares 16.21 19,92

Mortgages, loans and deposits 17.75 {7.03}
Frechoid and leasehold property 16.51 4,95
Cther assets [.32 1.13
Cash at bank 1.74 2.44

£59.33 €42.56

4




NOTLES TO ACCOUNTS

I Accounting Pollcies

‘The accounts are prepared In accordance with Statements
of Swndard Accounting Pradtice so far as considered
approprate to insurance companies,

a) The accounts are drawn up In compilance with sections
?ggémd 259 of, and Schedule 9 to, the Companles At

The Sodety avalls tself of centaln exemptions from the
disclosure requirements of the Companles Act 1985
applicable to insurance companices,

by} Basis of Consofidation

The consolidated accounts indude the assets and labliides
at 31st December, § 988 of the Sodety and its subsidiaries
with the exception of the tslands’ Insurance Group whose
assets and liabilies are Induded at its latest accounting
daté of 3ist March, 1988, Similarly the results of the Sodety
and kts subsidiaries ate induded for the year ended on
3ist December, 1988 with the exception of the islands’
Insurance Group whose results are for the year o

31st March, 1988, Owing to the dissimilar nature of the
nsurance funds and the novrinsurance subsidlaries, the
turnover, results and related depredation are stated
without offsetting Intra-group trading. Income from non-
Insurance subsidiades s shown in the profit and loss
account before charging deprediation and certain other
CAPERSeS.

o) Translation and Conversion of Foreign Currendes

Forelgn currency transactions have been transited Inte
sterling at rates of exchange niling during the year. Assets
and Jlabilives In forelgn currendies have been translated at
the rates of exchange ruling at the end of the year except
for investments, which have been translated at historical
rates,

d) General Insurance Business

The underwriting balance 15 after makfn‘f provision for
uneamed premiums, unexpired risks and outstanding dlalms,

Provision for uncarned premiums is calculated ona
proportional basks after making an appropriate decduction
for acquisition costs. Provistons for unexplred risks are
maintained when required to cover the estmated excess of
liabilitles over the uneamed presmlum,

Outstanding claims Include reserves and provisions for
claims incurred but not reported at the balance sheet date,

For all funded business, premiums iess daims pald and
expenses relating to the open yeirs of account are carried
forward and tncreased If necessary to meet the cost bl
estimated labllides.

) Investment Income

Investment Income Is Included on an accnzals basis,
UK dividends are grossed up by the attaching tax credits,

f) Taxaton

UK and overseas taxation charged iIn the profit and loss
account and the long-term business revenue avcount Is
based on profits and income for the year as determined
fn accordance with tho relevant tax legislation, wogether
with acjustments in respect of earlier years.

Deferred taxation is calcuiated on the llability method
and conslists of the estimated taxation, or relief from
taxation, which Is expected to arise in the foresecable
future from material timing differences.

Tax payable or recoverable on the reallsation of
Investments Is carried to reserves.

£ Investrents

Investments at the year end are shown at cost less
investment reserve with the exception of investment
properties which are shown at ma~et value less .
Investment reserve,

The value of Investments was In the aggregate at least equal
to the aggregate of the amount thereof shown in the
respective balance sheets, For the purposesof thisstatement
the values of Investments were determined as follows—

Property — at amounts certified by the internal and
external professional valuers at open market value,
Listed securities — at middie market value,
linlisted securities — at directors” valuation,

Profits and losses on realisation of investments after
adjustment, for taxation have been transferred to
Investment reserve.

Aliocation of realised profits from investrnent rescrves
are made to long-term revenus and profit and Joss
account when appropriate, in 1988 the Directors
consider that a transfer of £24m be made to the long-
*grm revenue account but no transfer Is necessary to the
profit and loss account.

h] Loag-Tern: Business Funds

No part of any fund required to be kept separate has
been upplied directly or Indirectly for any purpose
except the class of business to which it Is applicable.

"The liabilities in respect of longterm business do not
exceed the amounts of the respective funds. All other
labllities in respect of the long:term business are as
shown in the Jong-term business balance sheet.

i} Leased Assets

The malor proportion of the Group's leasing transactions
are Intra-group and hence the treatment required by
Statement of Standard Accounting Practice No. 21 s not
considered appropriate. All leases are treated as
operating lcases. Annual rentals payable and receivable
are charged or credited to the revenue accounts or profit
and loss account.

s
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I Accountlng Policies (continued
1l Depreciation

Depreciation Is charged at 2% on the cost of buildings n
It:h?l é]iroup's own occupation, except for the Head Office
ullding.

ki Retirement Benefits Schemes

The Group’'s Retirement Benefits schemes cover all
materlal obligations to provide penslons to retired and
current employees. Based on the latest Independent
actuarial investigations, the present funding
arrangements are censldered satislactory and adequate
10 eet the future Habilities of the schemes, Contributions
are assessed on actuarial bases desligned so that the
funds +vill be adequate to provide the pensions and other
g:chncfits expected to arise under the rules of the

emes, "

I General Equipment

Additions to and replacements of general equipment
have been Included In expenses in the revenue accounts
except for the assets held by the nopnsurance
subsidiares which are written off on a stralght-line basts
over their estimated usciul lives,

m) Goodwili

Goodwill on consolidation Is written off agalnst realised
Investment reserves in the year of purchase,

2 Gross Premlums Written .

The Gross premium income for the year by major class
of business was as follows:

Consolidated ~ Consolidated . Parent Socicty  Parent Society
General Business 1988 €m 1987 £m 1988 £m 1987 £m
Fire & Accldent 89.69 78.92 53.98 5017
. Motor 113,19 95,84 85.25 77.90
: Personal 49.41 43.89 29.23 25.60
Relnsurance accepted 2.84 2.94 - -
255.13 221.59 168.46 153,67
LongTerm Business
Life 2595 . 2232 22.21 18,69
Annulty 0.59 040" 0.56 0.35
Penslons 206,04 20.9i 24,74 19.67
' 52,58 A3.63 4751 3871
The Gross premium Income was written In Uié‘fol\fowlng
arcas: R
Consolidated  Consolidated Parent Soclety  Parent Society
Gcner;xl Business 1968 €m 1987 Em 1988 £m 1987 £m
o United Kingdom 19.82 21674 {68.46  153.67
Overseas 5.31 4.85 - —
255.13 221.59 168.46 153,67
Long-Term Business
United Kingdom 49.70 43,86 44,63 38.94
Overs’as 2.88 {0.23] 2.88 10.23}
5258  43.63 4751 3871
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3 Investrents (Less Reserves)

Consolidated  Consolidated Paremt y Parcnt Sodety
Balance Sheet 1988 Em 1987 fm 1988 £m 1987 im
British Government and
local authorty securitles 121.33 118.74 49 36 98.85
Fixed Interest stocks and shares 23.43 20.22 16 &7 15.97
Ordinary shares 138,37 122.16 110.45 9% 03
Mortgages. loans and deposits 4993 32.18 31 89 2231
Frechold and leasehold
property 47.69 31.26 21.1Q 14.45
Shares In subsidiaries - — 2.58 2.58
Loans to subsidiaries —_— - 2436 13 42
380.75 324.56 307.11 266,21
Long-Term Business
Balance Sheet
British Government and
local authority securities 203.26 193.92 184.40 176,23
Fixed Interest stocks and shares 135,80 120,55 123,57 103.90
Ordinary shares 185,43 245.52 260.51 22436
Mongages, loans and deposits 1210 10.06 10.01 8.00
: Freehold and leasehold :
property 78.0% 67.29 70.56 60.67
T14.64 63734 649.05 57816
4 Curreni Assets : \
.  Consolidated  Consolidated Parcnt Soclety  Parent Society
Balande Sheet . 1988 €m 1987 £m 1968 £€m 1987 £m
Stock held by
noninsurince subsldiaries 0.22 0.i9 - -
Due from agents and ) .
policyholders 45,79 39.38 24.85 22,20
Clalins recoverable under '
reinsurance 3.17 342 1.88 2,19
Interest and rents secrued 3.01 2.48 2,57 2.12
Securitles for subsequent
settlement, 0.45 4,74 0.44 470
Due from subsidiary — — 0.38 0,30
Taxatlon recoverabic - 0.44 - -
Certificate of tax depiosit 0.40 0.40 0.40 0.40
~ Sundry debtors and balarces 4.00 4.48 2.40 2,16
Cash at bank 9.33 7.59 5.33 2.85
64637 63.12 38.25 36.92
Long-Term Business
Balance Sheet
Due from policyholders .15 0.79 097 0.71
Interest and rents accrued 6.64 5.67 603 5.05
Securities for subsequent
settlement 1.02 5.84 094 5.12
Taxation recoverable 6.53 6.16 6.49 599
Due from reassurers 0.27 — 0.7 -_
Sundry debtors and balances — 0.28 — 0.2
Cash at bank 407 3,16 3.50 2.96
§9.68 21.%0 18.20 20.20
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5 Llabilitles

Consolidated  Consoidated Parent Soclety  Parent Society
Balance Sheet 1988 £m 987 tm 1938 £m (987 im
Securities for subsequent
setfement .59 Y 87 2.13 1.6%
Due to subsidiaries - - .39 077
Due to reinsurers 7.47 7.25% 2,57 326
Taxation B.69 128 0.86 400
Other creditors 7.71 779 4,77 432
T “-25‘;6 K19 T i"i'?ﬁ 19 “)8
Long-Term Business T T
Balance Sheet
Quistanging claims 2.24 1.97 214 175
Securities for subsequent
settlement 1,09 21 20 10,12 19.10
Due ra reassurers 0.37 Q41 0.36 040
Due to agents Q.25 0.25 0.19 021
Taxation - 0ot - —
Other creditors  * 2.1 4,05 2.0 175
TR0 T 31w 1481 3521
& Other Expenses
Consolidated  Consolidated Parent Soclety  Parent Society
1968 £m 1987 £m 1988 £€m 1987 £m
Expenses not charged to
other accounts 1.25 Q32 0.06 006
Payments under NFU
organisatior scheme 0.0l 0.0} 0.0t 0,04
Auditors’ remuneration 016 Q.15 009 009
Directors' fees 0.i0 0.09 008 - 008
Depreclation 1.20 135 0.08 . 0.07
Investment expentas 0.20 017 0.15 013
T et T i 047 044

rord e e,

vt itz %

7 Directors and Emplovees

In the profit and loss account provision has been made for
directors” {ves for 1988, The aggregate emoluments of the
Soclety's directors Including the amounts payable to them
as directors of subsidiary companies were as follows:

1988 1987
Fees £100,100 £ 92,590
Other emoluments £ 41,311 £i09,713
Penslon contribuons £ 2,919 £ 13,105

Included In the above 1s £28,060 payable to the
Chalrman (1987 £26.050) and £40,167, together with
benefits in kind amounting to £1,144, payable to the
highest pald director (1987 £107,167 and £2,547
respectivelyl,

The cmolu}nciits of tha remaining directors of the Soclety
are classificd in the following tabie;

Number of Directors
Emoluments 19838 1987
£1 —£5,000 — -
£5,001 ~ £10,000 9 9
£10,001 — £15,000 I |

Pensions t. - former directors amounted to £22,284
11987 £13,525),

Presentation to retired Managing Director £47,500,
Particulars of transactions required by section 232 and

R




7 Directors and Employees fonlirucd:

Schedule 6 of the Companies Act 1985 involving
directors are as folfows.

Mr. C. A. Thomas thouse purchase)
Lenbility At Lst fanuary, 1988 £8,100
Labdity at 31st December. 1968 £ NIL

The house purchase loan subsisted uatil 15t June, 1988
and was secured by mortgage on the private resldence
and by bfe assurance policdes on the life of the borrower.
Interest was charged on the joan at the preferential rates
of Interest applicable to staff mongages commendng
with an annual rate of 3%5%. This loan was granted
before Mr. Thomas became a director of the Society. No
other loans were granted to directors In 1988 or in 1987,

The emolements excluding pension contributions of
higher pald employees in 1948 are dassified in the
foﬁowing table:

Number of Emp vees
Emoluments 1988 198,

£30.001 — 135,000 1 4

£33,001 -- £40,000 ‘
£40.001 — £47.000 2
£45,001 — £50,000 1
£50.001 — £55.000 2

£60.001 —~ £6%,000
£90,001 — £95.000

At 31st December, 19885 two officers of the Sosety had in
ap ~egate loans of £56.905 made on normal Lerms under
the staff mertgage scheme {1937 one olficer £26,905).

PR e J L ¥ NV g

B Taxation

The profit and loss account shows the taxation borne and
chargeable on interest, dividends and rents and on the
results of the year for subsidiarles.

L}

in the longterm business revenue account taxation has
been computed on the basis applicable to life assurance
and pensions business,

-Consnlidated Consolidated Parent Soclety Pareat Sodety
Profit and Loss Long-Term Profit and Loss Long-Term
1988 1987 1988 1987 1988 1987 [983 1987
Unhted Kingdom fm £ £m £m £m £m £m £m
Taxation ‘
Corporation Tax 7.10 .59 277 516 6.21 6.45 2.28 4.7
Deferred Tax 0,42 Q.10 0.4% 0.29) 0.34 0.03 o0 1027
Income Tax on franked
Investment Income 3.2% 2,94 4.4 4.08 271 2,43 399 .68
[0.77 8.63 7.60 8.95 9.24 8.9 6.67 812
Less; Double
Taxation Rellef 0.19 0.18 Q.19 0.18 019 0.18 0.17 0.16
Total UK Taxatlon 10,58 8.45 747 8.17 9.07 8.73 6.50 7.96
Overseas Taxatlon 0.22 022 0.34 0.29 0.18 0.17 0.3t 0.26

1080 867 7.81

[ cp

———————

Deferred taxation In the balance sheets ks Included under
taxation and amounts to £1,385,000 (1987 £1,240.000)

906 825 g0 | 6al | 822

L i

ks

in the balance sheet far ganeral business and £5,000
(1987 £2,000} In the Teingterm business balance sheet.

9 Subsldiaries

The Natlonal Farmers Unlon Mutua! Insurance Soclety
Limited, a mutual cornpany limited by guarantee, is the
uitimate holding corapany,

Subsidiaries in the Group are as follows:—

NFU Mutual Management Company Ltd.*
Avon Insurance PLC

NFU Mutual Unit Managers Ltd.

NFU Mutual Investment Services Lid.

Knights Property Company Lid.
Tiddinglon Firance Ltd,

Edward Fox & Son Ltd,
Tiddington Investments Ltd.
Tiddington Nominces Ltd.

NFU Mutual Linked Pensions Lid,

* deroles direct subsidiary

Each of these companies Is incorporated in England, has
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9 Subsidlaries feontomed)

an issued apitaf of ordinary shares only, and is whelly
owned by the Sodety

In addiifon the following group of subsidiary companies Is
registered In the Channel Iskands —

Islands’ Insurance (Holdings) Lid.
Islands’ Insuranca Managers Lid.
Islands’ tnsurance Brokers Ltd.
Lovick, Martin & Carter Ltd.
Islands’ Insurance Company Ltd,
tnvicta Insurance Services Lid,

Risk Management Ltd.
10 Capital Expenditure 1988 Em 1987 £m
Capital expenditure not provided for in these accounts as Cortracied for 222 142
at 31st December, 1988 amounted to approximately: Authorised but not contracted for 1814 569

i1 Stock Lending

Holdings of UK Government securities witha valuz of
£27.2m (1987 £34.9m) were on loan at 3| st December,
1988 under approved stack lending schemes, .~ -

12 General Business — QOutstanding Claims

Consolidated  Consolidated

gy

{988 m 1987 fm [988 fm 1987 fm

. Gross 20783 21145 - 154.96 16457
Reinsurance 3003 4593 1731 32,02
Net 177.80  165.82 T T3S T 13355

T b it i

o A PP —

Parent Sodety  Parent Socioty

These accounts were approved by the directors at a
meeting on 9th February, 1989 and were signed on thelr
behalf by-—

D. M. Milne Chairman

’:.f Y/c:/gwff

v
Stratford-upon-AVon, 1st March, 1989

)

A. Q. Hitchgock Vice-Chainnan

T. M, D, Shaxson Direclor

Auditors’ Report

We have audited the accounts for the year ended
315 Decembor, 1988 on pages 19+20 In accordance with
approved auditing standards,

In our opinfon the accounts comply with the provisions of
the Companies Act {985 applizable to Insurance
companies,

Deloltte Haskins & Sells Chartered Acconndants
Liverpoel, Ist March, 1989

N
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BOARD OF DIRECTORS

Chairman
B. M. Milne, CB.E.. LP., FRAg.S.

2

Vice-Chairman
A, Q. Hitchcock, C.B.E, M.A.

' m‘:‘.‘l
2
El 3

Chief Executive
A S, Young, F.CILL

e

1 General Marager :
C:T. Bilby; F.CA. o

G. H. Ballard, CB.E,, |.P., D.L.

. i
o | @
o N . .
. . s

N

S
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REPORT OF DIRECTORS

Activitles

The principal activity of the Company is the
transaction of fire, accident and motor, life and
pensions business.

General Business

Net written premiums amounted to £72.72m.
Claims incurred were £43,46m, After making
proviston for all expenses and for unearned
premiums, less deferred acquisition expenses, a
deficit of £2.30m has been transferred to profit
and Joss account, .

Long-Term Business

The net premium income including consideration
for annuities granted amounted to £4.97m, During
the year. new life and pension policles were issued
with annual Fremiums of £0.5Ymand single ..
premiums of £0.17m. At the end of 1988 the long-
term business fund totalled £65.82mn.

Profit and Loss Account

"1 After providing for the proposed dividend of
£0.04m and the proposed transfer to general

reserve of £2.50m the balanre to be carried
forward amounts to £0.81m. -

Directors SR
Nir. C. A. Thomas retired from the position of
Mariaging Director on the 30th April, 1988.

In accordance with the Articles of Association,
Mr., G. H, Ballard and Mr. A. S, Young retire and,
being eligible, offer themselves for re-election.

A list of the directors of the Company is shown on
page 32. © :

Auditors

11 accordance with section 384 of the Companies
ATt 1985, a resolution proposing the re-
appointment of Deloitte Haskins & Sells,
Chartered Accountants, as auditors of the
Company will be put to the Annual General
Meeting,

D, M. Milne
Chajrrr.ist

A. Q. Hitchcock
Vice-Chairmtan

A.S. Young
Chief Executive

M. A. Jeanes
Director

Stratford-upon-Avon, Ist March, 1989
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GENERAL INSURANCE
REVENUE ACCOUNT

for lhe year ended

318t Detember, 1988 1988 £m 1987 £m
Income
Gross premiums written 86 30 67.83
[Note 2)
Less: outwards reinsurance 13.58 13.17
Net premiums written 72,72 54.66
Less: increase In . J
unearned premiums - 4 9.47 - 73l
Premiums earned o 63.25 ;17.35
- Qutgo
Gross claims 47.92 47.58
Less: ourwards reinsurance ’ 4.46 11.18
. " -
Net daims 4, 43.46 3640
Commission 12.63 9.90
Expenses 11.33 7.86
Deferred acquisition A
expenses (1.87) ((.34)
65.55 52,82
(Deflcit) to
Profit and Loss Accaunt £(2.30) £(5.47)

EERY)
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PROFIT AND LOSS ACCOUNT

fer the year ended
3ist December, 1988

Investment income

Transfer of reallsed profits
on fnvestments

(Deficit) from General
Insurance revenue account

Other expe?\ses -

{Note 6)

' " Taxation
. {payable)frecoverable
T {Note 8)

A1

i

fransfer from parent Society

“Less: proposed transfef to
: general reserve

Less: proposed dividend

Balance carried forward

i . Balanceof astyear's -
v - account

1988 £ 1987 E£m:
6.24 4.57
(2300 (547 b0
3.94 055 .
012 (0.10),
382 045
(1.18) 041 %
264 086
0.7t 0.89

— 1000

335 1175
250 1100
085 075
004 004
€081  £0.71
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BALANCE SHEET

asal
3ist December, 1988

investments
less reserves
wive 3)

Current 4t
HV NN
Al

it
e e

Total assets

Less: labilities
{Note 5}

Long-Term Business
fund net assets

Represented by

»

Share capital . .

{Nolc 1 2)

Reserves

CGeneral reserve
Additiona! reserve
Investments
revaluation reserve

Profit and loss account

Insurance funds
Unearned premiums
Outstanding claims
(Note 13)

Long-Term Business fund

198 £m 1987 £m
89.75 74.43
27.20 25.46
116.95 99.89

' g24 . 8.21
108.71 91.68
65.82 5820

£174.53 £149.88
5.00 5,00
23.00  .20.50
0.16 0.16
7.50 7.50
0.81 0.7!
36.47 33.87
32.14 © 2453
40,10 33,28
108.71 °~ 91.68
65.82 58.20
£174.53 f£149.88
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LONGTERIs.

SINESS

| ,f ! N WT
REVENUE A¢ . .
for the year ended
31st December, 1988 1988 £ 1987 €m
Income
Premii. ns 3.74 3.63
Consideration for annuities 1.33 1.29
{Mote 2) .
5.07 #4.92
Less: reassurance Q.10 0.14
5 ! 4.97 1,78
Gross in "estment come | 6.16 5.50
Transfer of reallsed profits -
on investments 2.50 4.00
" “ 13.63 1498
Outgo
v " .
Clalms by death 0.45 049
Claims by maturity 2,64 2,24
: Surrenders 050 72
Annulties’ 0.25 0.93
o 3.84 438
‘Less: reassurance recoverles . 0.09 0.67
: 3.75 . 3.71
Taxatlon LGO 0.84
" {Nole 8}
Commission 0.3 0.31
Expenses 0.95 0.97 .
6.01 5.83
Increase in fund during
the year 7.62 8.45 =
Add; fund at the beginning
of the year 58,20 49.75
Fund at the end of
the year €65.82 £58.20

k1




LONG-TERM BUSINESS
BALANCE SHEET

as al
315t December, 1988 1988 €m 1987 L
Investments
less reserves 65.59 59.18
{Notz 3)
Current assets 1.48 L70
Motz )
Total assets ‘ £67.07 £69.88
Represented by " , A
5
Assurance fund . ' 65.82 5820
- . ~ . . ' ‘\\
Other liabifities iy 125 . 2.68
{Noie 5} : S

£67.07 . £60.88

t

/4\\
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SOURCE AND
APPLICATION OF FUNDS STATEMENT

for the year onded 31t Decerber, 1988 1988 £m 1987 €m
General insurance
Source

Underwriting deficit plus

profit and loss account expenses 2 42) {5.97)
Gross investment income 6.24 487
3.82 [0.70)
Taxation [payablej/recoverable {1 18) 041
, ' 264 10.29)
Add {deduct) adjustments in other sources;
‘ - Unearned premiums fess
deferred acquisition expenses . 7.61 5.96
. o OQutstanding claims - 6.82 3.70
Transfer of realised profits on Investments. ATy - 5
‘ Transfer from parent Society i - 10.00
‘e Agents’ balances and debtors {2 48 {2.48)
. s _ Creditors 0XV}] 0,91
o £14.62 £1895
S ', Application | -
oo " .Diidendpaid " - 0.0 004
‘ ‘ , . Increase (decrcase) in s
" Investiments less reserves and liquid assets: o ‘ .
’ Fixed interest stocks and shares el 418 . 4.63
e S oo+ Ordinary'shares - rl 20, 3.88 .50
- Mortgages, loans and deposits - - - 5.39 . 5.19
Frechold and leaschold property -+ © = 4 .87 - 2.23
\ 5" Otherassets -0 .o 0G1 . {048)
Cash'at.bark CeT (0.75) “1.84
I £14.62 E18.95
\:\\ : v I “' | 2
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NOTES TO ACCOUNTS

| Accounting Policles

The accounts are propared in accordance with
statements of Standard Accounting Practice so iar as
considered appropriate to insurance compan’es,

a) The accounts are drawn up In compliance with sections
fgg‘;“d 259 of, and Schedule ¢ to, the Companles Act

The Comrpany avails itsell of certam of the exemptions
from the disclosure requirements of the Companies Act
1985 applicable to inswance companles,

b) Translation and Conversion of Forelgn Cuirercies,

Fareign currency wransactions have been rranslated Into
sterling at rates of exchange nufing during the vear,
Assets and liabilides In foreign currgncles have been, ) -
transiated at the rates of exchange nuiing at' the end of

the year cxcept for Investments which kave been™ 10

translated at historical rates. " 4

vt

¢l General Insurance Busltess

PSS R . .
¢
i

The underwriting balance is after rriaklﬁé‘pro@isiqn for
légeamcd oremlums, unexplred risks end outstariding
Ims, ' R ; P

¢

. R T LW
Provision for uneamed premiums is calkculated opa - .
vroportional basts after making an approgsriate deduction
for acaulsition costs. Provishons for unexpired risks are
malrained when requircd 1o cover the estimated excess
. of Habhties aver the unearned premium. .
o . - 5 4?" A

Cutstanding daims Include provisions fur datms incur

bt not teparted  the balance sheet date, " "«
For all funded business, premiiums less claims pald}and o
expenses relating to the opensyears of account are

cartied forward and Incredsed If necessary to meet the ,
cost of estimated Habilities,

d} Investment Income - ~ o

tnvestment icome Is included on an accruals basls.
UK dividends are grossed up by the attaching tax cradits,

¢} Taxation

UK and averseas taxation charged In the profit and loss
account and the longterm business revenue account Is
Eased on profits and Income for the year as determined
in accordar.ce with the relevant tax legislation. together
with adjustments In respect of earlier yenrs. :

Defecred taxation is caleulated on the llability method
and consists of the estimated taxation, or refief from
taxation. which is expected t¢ arise In the foreseeable
future from materal timing differences.

1ax, payable or recoverable on the realisation of
investments is carrled to reserves.

e L‘-fi'n’a‘f";{ermj‘;iusihess Funds

f} N
s

f) Investments

Investrnents at the year end are shown 3t cost s
investment reserve with the exceptions of investment
properties which are shown ar market value less
investment reserve and those invesuments revalued by
£10m by the directars In 1985 which are shown helow
market value,

The value of Investments was In the aggregate at least
cqual to the aggregate of the amount thereof shown *a
1he 1espective balance sheets, For the purposes

- statement the values of Investments were determined as

. foliows—

- Property — at amounts cert w-d by internal and external
> professional valuers at open ~.arketvalue,

Listed securities — at middle cnarket, value,
Unitsted serurides -~ at directors’ valuation.

o

“ Profits and losses on realisation of Investments aher
“adjustment for 1axation have been transferred to
Investment reserve.

S
I

Allacation of realised profits from Investment reserves

aré made to longterm business revenue apd profitand -
. loss accounts when appropriate. [n 1988 the Directors

ccnslder that a transfor of £2.5m be made to the Jong:
term revenue account but no transfer Is necessary to the
profitand loss account. o

N pan of any fund required to be kept separace has
" been app'ied directly or Indi ectly for any purpose

~ except the Uass of business te which it is applicable.

[ LA ’ W ’

The labilities In respect of long-term business do not

cxceed the amounts of the respective funds, All other
llabilitles In respect of the long-term business are as
shown In the long-term business balance shiect.

'

™
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2 Gross Premlums Written

The Gross oremium income for the year by malor class of business was as follows'

General Business 1988 Em 1987 £m
Fire & Accident 3534 28.03
Maotor 27.94 18.57
Personal 2018 1329
Reinsurance accepted 2.84 2.94
) 8630  67.83
Lonhg-Term Business
Life M 3.63
Annuity 003 0,05
Fenslons 1.30 1.24
- Y _d49z
The Grods premium income was written in the following areast R
General Buslness 1958 €m 1987 £m
W - a it . v
. Unfted Kingdom 81.36 63.07
¢ 1, Forclgn ) 494 4,76
o ' 8630 6033
LongTerm Business . . ..
United Kingdom C 5.07 4,92
. Forelgn - -
- - o
‘ - ] r/‘ 5.07 4,92
; \L (
3 Investments (Less Reserves)
Balance Sheet ' ' 1988 €m 1987 £m
British Government and )
local authority sccurlties 1897 16.89
Fixed Interest stocks and shares 6,56 4,26
Ordinary shares 35.91 32,03
Monigages. loans and deposits 15,25 9.86
Frechold and leasehold
-property 10,26 8.39
Shares In feliow subs!dla}ry 3.00 3.00
? b 89.75 7443
Long-Term Business :
Balance S!.’e{:t o
Bdtisﬁncb}vcrnmcnt and
local autizority securities 18.86 17,70
Fixed Interest stacks and shares 12,23 10.88
Ordinary shares 24.92 2193
Mortgages, loans and deposits 2,09 2.06
Frechold and leasehold
property 7.49 3,61
6559 T 59.18

e mA meaed ® oo - W
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4 Current Assets

Balance Sheet 1988 Fm 1GR7 fm
Due from agents and
policyholders 20.69 $5.Yi
Claims recoverable under
reinsurance G20 .23
Interest and rents accrued 04l 036
Securities for subsequent.
settlement 0.01 0.04
Taxation recoverable — 036
Taxation recoverable from
parent Society — 0.41
Due from parent Sodlety 0.78 -~
Sundry debtors and balances 097 1.90
Cash at bank 344 4.19
B T 25.46
Long-Term Buslnas;
Balance Shect : K
Duc fromn policyholdcrs Q.18 0.08
Imercst apd rents accrued 0.61 0.52
. Securities for subsequent
T - settlement 0.08 0.72
' < . Taxaticn recchrabIe 0.04 017
Sundr:. dcb!ors and balances — 0.0l
- Cash at bank 0.57 0.20
o 1.48 1.70
: 5 Liabllllies -
.+ Balance Sheet 1988 €m 1987 £m
' Seo.zritles for subsequent N - e
satiement - 0.45 C2,24
Duc to parent Sodety D38 0.30
"Due to relnsurers 4.48 3,67
Taxation payable .16 - —
Other creditors 1.73 - 196
Provlslon for proposcd
dividend 0.04 0.04
-’ - 8.24 8.21
Long-Term Business
Balance Sheet
Outstanding claims .10 0.22
Securitles for subsequent
settlement 0.97 2.10
Due to reassurers 0.01 0.01
Duc to agents 0.06 0.04
Taxation a— 0.04
Qther creditors 0.1 0.30
T 1.25 7.68

T T AT i o
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6 Other Expenses

Auditors’ remuneration
Directors’ fees
Investment expenses

e i s o S

1988 £m 1987 £m
0.05 0.04
002 0,02
0.05 0.04

" o1z T 010

e et L.

7 Directors

In the profit and loss account pravisioen has been made
for directors’ fees for 1988, The aggregate emoluments
of the Company's directors were £19. 000 {1987 £17.500)
all of which was In respect of services as divectors,

Inciuded In the above ks £6, 500 payable to the Chairman B

(I987 £6,000).

Four other directors of the Company received
emoluments within the range £1 ~£5.000 {1987 - lour).

Pensions to former directors amounted 1o £5,571
{1987 £3,381).

8 Taxation

In the profit and loés account taxatlon is based on the
results of the year,

In the long-tcrm buslnfss revenue account taxation has
been computed on the basis applioablc to life assurance
and pcnslons business. .- :

Profit and Loss

) Long-Term
X 1988 (987 1988 1987 N
o - © ~Em £m £m £m
. United Kingdom AR .

- Taxatlon X

. Corporation Tax e
" payablcl(rccoverable) 0.55 0,96} 0.49 0.43
. - Deferred Tax 0.05! .- 0.05 -

©  *’Income Tax on franked .

Investment Income 054 | 054 0.45 0,40
. 13 045 089 083
Less; Doubie Taxation Rellef — - 0,02 0.02
Total UK Taxation §.04 10.45) 0.97 081
Overseas Taxation 004 004 003 003
1,18 Q.41 1.00 0,84

Taxation payablefirecoverable)

No taxation has been pmvided on the revaluation of

-+ Investments by £10m in 1985 because the Company has

sufficlent Investment reserves to cover the liability if
disposal of those Investments should occur, although this
ks not anticipated in the foreseeable future.

Deferred taxation in the longterm balance sheet s
jncluded under taxation and amounts to £5,000
{1987 £2.000).

9 Parent Soclety

The Company Is a member of a group, the uitimate

ho!dmf company of which Is The Natlonal Farmers Union

gutua Insurance Society Limited, incorporated in
England
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10 Subsidiary

The Company owns the whale of the lssued share capital
of Tiddington Investrments Umited. Consolidated
accounts are not sequired as the Company Is itself the

incorporated in England. The value of the Company's
Interest in Tiddington Investments Limited Is not less than
the amount at which the interest is stated in the balance

whally-owned subsidiary of anather company sheet.
11 Capltal Expenditure .
There were no capltal commitments as at the
315t December, 1988 not provided for In these accounts
(1987 €nll).
12 Share Capital
The nominal share capital at 31st December, 1988 was
£10m divided Into shares of £1 each, of which five million
were Issued and fully paid.
13 General Business — Qutstanding Claims
* 1988 €Em 1987 £ .
Gross 52.82 47.19
Reinsurance 12,72 13.9]
Net 0.0 | 33.28
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These accounts were approved by the directors ai a
meeting on 9th February, 1989 and were signed on thelr
behalf by:—

D. M. Mllne Chalnian

A. S. Young Chief Executive
Stratlord-upon-Avon, Ist Marck 1989

A. Q. Hitchcock Viee-Chairman

M., A. Jeanes Dirctor

Auditars’ Report

we have audited the accounts for the year ended
315t December, 1988 on pages 35-45 in accordance with
approved auditing standards.

In our opinton the accounts comply with the provisions of
the Companies Act 985 applicable to Insurance
companies.

Deloltte Haskins & Sells Charlered Accounlants
Liverpool, 1st March, 1989

a5




