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REPCORT OF DIRECTORS -

Attlvities
The principal actlvity of the Company Is the transaction of generat insurance husiness.

General Business

Net written premiums amounted to £96.44m. Clatms Incursed were £75.75m. After making provision for
all expenses and for unsamed premiums, less defe:red xcquisition expenses, a deficit of £7.16m. has
been transferred from the revenue account. After adding investment income, less expenses, the profit
before taxation was £4.1 Im. The profit after tax was £2.80m. and after providing for the propased
dividend of £2.50m, the balance to b2 trzansferred to retained profits and other reserves amounts to a
profit of £0.30m.

Directors

In accordance with the Articles of Association Mr. W, R. Morrow retires and, being eligible, olfers
himself forre-election. = .

A list of the directors of the Company Is shown above.

Directors and Olflcers Llabllity Insurance:

From the 20th September, 1993 th 77U Mutual and Avon Group has maintained an insurance pollcy
igdergnifying the directors and officers against loss attaching to iegal liabilities arising In the course of
their duties. : :

Corporate Governance

The NFU Mutual and Avon Group continues to supgort fully the recommendations of the Cadbury
Committee on Corporate Governance and to maintaln a very high standard of compliance with the
Code of Best Practice. Once guidance has been received from the relevant professional bodies on the
prescribed fonmnat, the Boangwill include in {ts report appropriate comments on internal control and
confirmation of the current position that the business Is a going concem.

Auditors
A resolution proposing the reappolntment of Coopers & Lybrand, Chartered Accountants, as auditors

of the Company will be put to the Ananal General Meeting.

~
,u,‘.ﬁt/’&u&' Neg- Mivenanda 7%’

A, Evans A. Q. Hitchcock °AS. Young Sir Richard Butler
Chairmun - Vice-Chairman Managing Dircctor Direclor

T

Stratford-uion-Avon, 17th March, 1994
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ren wors GENERAL
for the year ended 215t December, & 03 AR He
ecember, . }NSUHdiANCE
Contlnuing Operations o3
REVE?: 1}

vy oPocd
ALY S=d %
Cross premiams wollen (Note 2) 12294 n

ACCQOUNT

RN

Less: eudwards reinstirance 26.5)

Ned preminms writlen 96 44 100,54

Less, Uideerease) in uncarned premiums {4 Qo) 15.851

Premtums earned 100.50 10639

Gross elaims 98.50

Less: putwards reinsurance 9.54

Net claims 88.96

Commizsion 1654
Expevses 15.49

Defrered acquisition capenses . 0,79

107.60 121,78

Deflclt to Prefit and Loss Account £(7.16 £(15.39)

for the year ended 31st December, 1997

Investutent income 1189 p RO F l T
Deficit from Genernf Insrance Revejtue Account 17.16} 115.39) AN D LO Ss
Long-Term Business profit | 5.00 AC C o iJ l“T

0.87

i

22
e M)

ol

Less: olher expenses iNote 6) . 013
Reorganisatlon costs release o ' {i.01)

Policyfiolders’ Protection Act Levy . 077

Profit before laxatlon R 098

Taxalion {Note }1) {1611

Profit after taxation 159

Less: proposed dividend 250 0.10

Retalned piofit for the year (Note 7 £0.30 £2.19

With the exception of those on investments, the Company has no recognised gains or losses other than

investments included In the profits above and therelore no separate statement of tozal recognised gains and

losser has been presented, \ o
There is no difference between the profit before taxation and retained profit for the year stated above and TWENTY Ewvy
its histoneal cost equivalent, ,




1993 £m 1992 £t

-

for the year ended 31st December, 1993

Investitenls (Nple 3) 23807 181,53

Currenl assels (Nofe 41 2353 39.3%

Tolat assets 261 60 220,92

Less; Habililties (Note 5) 17.46 10,24

€244,14 €210.68

Represenied by
Share capital (Note 15) 20.00

Regepves:
Relained profits and othicr reserves (Nole 7) . 21.96

tvestiment reserves (Ncote 8) 62,12 38,92

104.38 80.88

General Insurance funds:
Unearned premiums {Note 16) 31.67 34.61
Quislanding elaims (Nofe 16) . 108.09 65,19

£244.14 £210.68

These accounts were approved by the directors at a meeting on 17th March, 1994 and were signed on
thelr behalf by:-

i £

A Evans
Chairman ‘ Maifiging Director
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\ - Veaaaels 1 UJL—M{ fb‘
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A. Q, Hitchcack 5ir Richard Butler

Vice-Chafrntan Director

Stratford-upon-Avon, 17th March, 1994

TWENTY SIX

A V,,.n:‘.
Ty !
:




v iy A

X
o
ity
R

i
A

4
il

W
: :’,fr?{

s

LAl

§

i
d}'

':}"

#

for the year eaded st Desember, 1993

1993 6m 1992 Em QASH FLOW
A — STATEMENT

Continuing Operating Activitles

Premiums reecived frent customers 127,36 13140
Retsuraunge premivms pad 123 99) 23 80)
Clatuns paid net of reinsurance §60.74) (71.14)

Tnterest and dividends received 10.74 1033
Qther cash puyments 131.001 [40.86)

Nelash nflow from continuing operating acisitics
{Mote 17 22.27 5.93

Servicing of Finance

Dividends paid (0. 10 10.10)
Taxatlon
Corporalion tax received 1.00 6.03

investing Actlvities

| Purefasesh less sales of investments

exchuding cash depasils ‘ {24.89] {14.45)
Net cash tnflow/loutfiow) Sefore financing aclivities 0.28 {2.59) i’]
LTy
. ,
Financing Activities - - i

tncreesef{Decrease) in wash and cash equivalents
{Note L 78 £0.28 £{2.59)
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NOTES TO
ACCOUNTS

TWENTY EIGHT

Accountlng Pollcizs

The accounts have baen prepared In accordance with applicable accounting standards in the United
L{u;gdom ‘The more important accounting golicies, which have been applied consistently, are set out
elow

a1 The accounts are drawn up in compliance with sections 295 and 25%A of, and Schedule 94 te. the
Companies Act 1985 1as amended by the Companles Act 1989]. The Cornpany avalls iteeif of cerntaln of
the exemprions from the discinsure requirements of the Companles Act 1985 (as amended) applicable
1o Insurance companies,

bl Translaton and Conversion of Forelgn Currencies

Forelgn currency transactions have been convented Inte sterling at rates of exchange rullng during the
year. Assets and liabllitles in forelgn currengies have keen translated at the rates of exchange ruling at
the end of the year.

¢) General Insurance Business

The undenvyriting resnlt Is determined after making provision for uneamed premiums, unexplred risks
and outstanding claims.

Provision for unearned premiums is calculated on a proporional basis after making an appropriate
deduction for acquisition costs, These deferred acquisitiop couts, of commission and other refated
expenses, are charged In the accounting pedods in which the cosresponding premiums are earned.
Provistons for unexpired risks are maintalned when sequired to cover the estimated excess of liabilitivs
over the uneared premium. No allowance Is made for lavestment Income In calculating this provision.
Gross claims are shown after translers to clalms provisions and from reserves,

Provisions for natifled claims as at 315t December each year are determined on an Individual case
basis after taking Into account handling costs, salvage and other known recoveries, anticipated Inflation
and wends In settlements,

outstanding clalms Include reserves and provisions lor ¢laims incurred but not reported at the
balance sheet date.

Faor ail funded business, premlums less claims pald and expenses refating to the open years of
account are carrled forward and lacreased, if necessary, to meet the cost of estimated liabilities.

d) Investment income

Invgstmcnt income Is Included on an accruals basts, UK dividends are grossed up by the attaching tax
credits,

a) Taxatfbn |

UK and overseas taxatlon charged in the profit and loss account (s based on profirs and Income for
the year as determined In accordance with the relevant tax legislation, together with adjustments In
respect of earller years. , )

Provision for deferred taxation on unrealised appreclation of Investments Is made only where
realisations glving rlse to a taxation lability are anticipated In the foreseeable future.

Dalerrod 1axation is calculated on the liability method and censists of the estimated taxation, or relief
from taxation, which is expected to arse In the loreseeable future from material timing differences.
Tax payable ot tecoverable on the reallsation of investmenls Is charged to investment reserves.

g Investments .
Investments. other than in subsidiaries, are shown at market value. Unlisted investments and
mortgages are included at Directors' valuation. The properties are valued annually by the Group's
professional staif who are members of the Royal Institution of Chartered Surveyors and external
qualifled professional Chartered Surveyors, : ’

[nvestments in subsidlaries are shown at the lower of cost ar Directors’ valuation. :

Profits and losses on realisation of Investments, after adjustment for taxation, and unrealised profits
and losses on Investments have been transferred to investment réserves.

Allocations from Investment reserves are made to the profit and loss account when appropriate.
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2 Gross Premiums Written

The gross premium income for the year by maljor class of

Lrusiness was as lollows,- 1593 £ 1992 £
Fire and Accident 44,27 43,76

Motor 3294 37.84

Personal 45,73 40.61

Reinsurance accepted . 0.05

i22.14 122.26

The gross premium income was written In the following areas:-

United Kingdom 121,38 120.50
Overseas 1.56 1.76
B
122,94 122.26
I
3 Investments ) b ]
; |
1993 €m 1992 £€m |
British Covernment and local authority securitles 57.55 50.10
Fixed inlerest stocks and shares 36,83 15.83
Ordinary shares 96,72 76.96
Mortgages, loans and deposlts 28.70 22,45
Freehold and leasefiold property 13,22 [1RE!
Shares in [eliow subsidiary 5,05 5.05
238,07 181,53
i
P 4 Current Assets i i 1
" | ' E
1993 €m |, | 19928m
Diuie from agents and polieykolders 17.03 21,87
Claims recoverable under reinsurance 1.12 071
Interest and rents accrued 1.39 0.81
Securitles for subsequent selllement 0.66 0,05
Due from parent Spelety . 0.64
Sundry debiors and Balances 2.49 7.45
Zask al bank 0,62 6.69
Due from fellow subsldiary 0.22 0.26
Taxalion recoverable - 0.91

23.53 39.39
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3 Liabllttles

1993 £m 1992 £
Seeurittes for subsequent seltlement 182 008
Due lo parent Society 368 035
Due fo reinsurers 293 D42
Olhier creditors and balances 341 7.79
Provisian for proposed dividend 250 0.10
Due Lo fellow subsidltry 023 -
Taxatlon 219 .
Bank loans 100 1.50
1746 10.24
6 Other Expenscs T
1993 £m 1992 £m
Ainditors' remuneration p.06 0.06
, Direclors' fees 0.03 0.03
|nvestnent expenses 0.04 0.04
) 013 0.13
7 Retatned Profits and Other Reserves N T
1993 Em 1992 £
Balance ai 15l Janudry 21.96 19,47
Transfer from profit and loss account 03¢ 2,49
Balance al 315t December 226 21.96

8 Investment Reserves

Y1993 £m

1992 £m

Realised gains 969 7.85
Less: taxation Pl 2.58
648 5.27
Add; unrealized gains 16,72 6,64
Iit¢rease in Lhe year 23,20 11.91
Balaree at 1st fanuary 38,92 42.01
Bonus isse of shares . {15.00)
Balance at 31t December 62,12 38.92
9 Movements In Shareholders’ Funds [T 7
! 1993 €m 198~ Em
Reserves at 15t lanuary 80.88 66,48
Inerease in share capital - 15.00
Retained profits and other reserves (Note 7) 0.30 2.49
Invesimenl reserves 23.20 {3.09
Reserves al 315t December 104.38 80.88
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1¢ Directars

The aggresate emotuments of the Company's ditecicrs were £28,006 11992 £24,0001 ali of which wasn
respect of senvice as d'rectors,

Incruded in the abovee is £9 10 pavable to the Chatrman (1992 £3,5F5

Thiee niher directors of the Company recetved emolumears within the tange £2.001 + £10.000 (1992
three in the range 25,001 - 10,000

Na pension contriputions ven: made in respect of secving directars.

Peasions 10 former directors amounted to £13,039 (1992 £13,857}

11 Taxation

!3:; the sraht and loss account, taxation Is based on the results of the year, using a rate of 33% {1992
ol

. ——

1993 1992

£m £m
Unlted Kingdom Taxatlon e
Corporalion ax 037 {3.20)

Deferred tax 027 oM

Teeome tax on Jranked invesbment income 057 (32
Total UK Taxatlon 121 (1671

Overseas Taxatlon 010 Q.06
- 131 (L6l

Deferred 1axation In the balance sheer Is included under taxation and amounts to ENIL (1992 ENII
The net potential amount of deferred taxatlon not expectad to become a llability in the foreseeable
futurze arbdug:r which no provislon has been made, on unreallsed gains of investments, Is £15.50m.
(1992 £10.0001 ). -

12 Parent Soclety

The Companr Is a member of a group. the uitimate holding company of which is the National Farmers

&nilon Mutuat insurance Soclety Limited. ncorporated In Great Britaln and reglstered in England and
ales, .

i3 Subsidiaries

The Company owns the whote of the Issued share capital of Tiddington Investments Limited, whichis
wcarpotated in Great Britaln and registered in England and Wales, and 60% of the Issued share capitat
of Bairy SA. 8 compan);' tegistered |n Greece. Consolldated accounts are not required as the
Company s itsell the wholly owned subsidiary of ancther company Incorporated in Great Britain and
registercd In England and Wales, The vaiue of the Company's interest in Its subsidiaries is not less
than the amount at which the Interest Is stated [n the balance sheet.
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14 Capital Expenditure

There weie no capital commitments as at 3{st December, 1993 not provided for {n these accounts
{1992 £Nil}.

15 Share Capital

The authorised capital at 31st December, 1952 was £100m. (1992 £100m.} divided into shares of £1
each, of which twenty million 1992 twenty million)| were issued and fully paid,

.
R

(A

'6 General Buslness Technlcal Gross Reinsurance Net Gross Retnsurance Net
Reserves " - s
1993 ¢ (993 1993 1992 1992 1992
ioEm £m ; Em o | _Em Em_ F fm
Uncarned premtium 4369 a0 3959 4671 345 4326
Deferred acquisilion expense. 1921 - 492} i8.65) - 18.63)
877 a.iv 3167 3.Go 3.43 34.61
Cubilanding rlaims  17° 0o 19,97 10809 113.28 1R.09 95.19
' £ e — i i —_ - — pom—
17 Cash i low £+ ment
a) Recgnelllation of Operating Profl to Net Cash . ,rql. 9;3.“ 1992
Inflow from Operating Activiuea £m on,
-~ Dperating srofit 411 g
Adjustments for financing expenses and lterms ot involvi.ig movements of cash:
Daerease in debtors 4.78 137
Decrease In unearned premiums 2941  (5.06)
Increase in clalms provisions 13.13 14.25
Increase/{Decrease) in creditors 1.76 {4.79)
Taxatien on franked investment income (057  10.82)
Nel cash inflow from continuing eperating activities 2.27 5.93
b) Changes In Cash and Cash Equivalents
Cash at bank at 15 January 6.69 0.35
Casht at bank at 31st December 0,62 6.69
Movement It year 16.07) 6.34
Cash deposits al | st january 14.4% 23,63
Cash deposits at 31st December 20.30 14.45
Movement in gear 5.85 12.18)
Short term loans at 13t Jaruary (130  (1.79)
Short term loans at 31st December 11.000  (1.50)
Movemtent In year 0.50 0.25
Tolal movement in tash and cash equivalents 0.28 {2.59)
THIRTYTWO s
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Statement of Directors’ Responsibilitles

Campany law tequires the directors 1o prepare financial statements for each financial year in accordance
with the provisions of the Companies Act 1985 applicable to insurance companies. In preparing those
financial statements, the directars are required to:-

+ select suitable accounting policies and then apply them consistently;

+ make judgements and estimates that are reasonable and prudent;

« state whether applicable accounting standards have been followed, subject to any material departires
disclosed ond cxplalned in the financlal statemenis;

+ prepare the financial statements an the golng concern basls unless it Is inappropriate to presume
that the Company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasanable
accuracy al any time the financial position of the Company and to enable them to ensure that the
financial statements comply with the Companies Act 1985, They are alsc responsible for safeguarding
the assets of the Company and hence for taking reasonable steps for the preventlon and detection of
fraud and other lrresularities.

Report of the Auditors to the members of Avon Insurance plc
We have audited the flnanclal statements on pages 25 to 32,
Respective responsibillties of directors

As described above the Campany's directors are responsible for the preparatfon cf financial siatements.
It Is our responslibility to form an independent opinion, based on our audit, on those statements and
to report our opinfon to you.

Basis of oplnlon

We conducted our audit In accordance with Auditing Standards Issued by the Auditing Practices
Board. An audlt Includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the flnancial statemeats, It also includes an assessment of the significant estimates and
fudgements made by the directors In the preparation of the financial statements, an! of whether the
accounting policles are appropriate to the Company's circumstances, consistently applied and
adequately disclosed,

We planned and performed our audit so as to obtaln all the Information and explanations which we
consldered necessary in order to provide us with sufficient evidence to give reasonable assurance
that the financial statements are free from material mis-statement, whether zoused by fraud or other
Irregularity or error. In forming our opinion, we aiso evaluated the overall udequacy of the presentation
of infermation in the financial statements.

r opinlon the financial statertents have been properly prepared in accordance with the provislons
ies At 1985 appilc bLe to Jpsurance companies,

Coopers & Lybran .

Chartered Accountants and Reglstered Auditors

Liverpool, | 7th March, 1994
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