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PRUDENT, PROFITABLE GROWTH
The Trade Indemnity Group will continue to be a
lcading international provider of credic insurance
and related credit management services, based on
its marker leadership in the UK.

The Group will produce appropriate returns for its
sharcholders and properly 1‘0\\«';1‘1'(1 reinsurers and staft.
As a member of the enlarged C.F. SFAC Group
{which shortly will be re-named), it will develop
business, markets ;m{d alliances, at home and

overseas, which support its position as one of the Contents
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STATEMENT

i believe the stated intention of Compagnie Financiére SFAC S.A.

and Trade Indemnity Group PLC to create a new internaticnal credit

insurance group presents significant prospects for Trade Indemnity

and its clients.

! am pleased to report that Trade
[ndemnity had an excellent year in 1995.
All our businesses achieved better per-
formances and the Group underwriting
result showed significant improvement.
While the 1989 to 1991 under-
writing accounts led to underwriting
losses for the Group, the 1992 account
showed 2 return to underwriting profit
for our continuing operations. The
just closed 1993 underwriting account
has underlined the resumption of our

profitable course.

Due to the many ‘;.hangcs introduced
this year as a result of the new Insurance
Regulations, your Board has included a
summary on page 22 of the trading position
of this year in the format adopted for the
1994 Report and Accounts. This summary
shows an increased underwriting result of
£17.0m (1994: loss ,£0.6m), profit before
tax of £22.5m (1994: £5.0m) and
carnings per share of 9.6p (1994: 2.2p).

The figures prepared in accordance
with the Companies Act 1985 (Insurance

Companies Accounts) Regulations 1993,

the 1994 comparative figures having been
restated accordingly, show that gross
premium income rosc by 9.6% to
£169.4m (1994: £154.6m restated),
gross claims paid were £81.5m (1994:
£71.8m), profit before tax was £17.3m
{1994 loss £6.2m restated) and earnings
per share were 5.0p (1994: loss per share
3.9p, restated).

The transfer to equalisation provision
of £7.2m, required for the first time
this year, Is a legal requirement for credit
insutance companies. Furthermore, tax
relief for this compulsory transfer is not
available for this year, but future transfers
will qualify as a deduction for tax. Had
the transfer to equalisation provision not

been required, the profit before taxation




STATEMENT continued

would have been £24.5m and earnings

per share 8.9p.

Sharehoiders’ funds
1995 was a much better vear for investors
in equity and bond markets. As a result,
we recovered much of the ground lost
during 1994. The rise in investment
values, coupled with our good trading
performance, produced an increase of
10.1% in sharcholders’ funds. The Group’s
solvency margin, defined as shareholders’
funds expressed as a percentage of net
written premiums was 85.4% at the end
of 1995 (1994: 93.6%, restated). Prior
to the transfer to equalisation provision,
this margin was 95.3%.

On 1st February 1996, I wrote to
shareholders explaining why the Board
considered it appropriate to accept the

offer from Compagnie Financiére SFAC.

The open undenwriting
accounts reflect substantial
new business growth,

mainly in our export and

As | write, the offer has become
unconditional in terms of shareholder
approval, having received acceptances
from meore than 98% of sharchoiders.
The offer remains subject to clearance

from vartous regulatory bedies.

Board changes

Following completion of the purchase of
Trade Indemnity’s shares by Compagnie
Financiére SFAC, several non—executive
directors will be stepping down and
Mr. Paul-Hent Denieuil and Mr. Jean
Lanier will be joining the Board.

Some colleagues who have served -
the Company well will now leave the
Board and we express our thanks to
Andrew Reid, Jason Frangoulis, Peter
Foster, James Motley, and Theo Obrist.

I would like to add personal thanks
to Andrew Reid who has been Deputy
Chairman since 1993 and a director since
1982. He has given me much support
and has served the Board tirelessly; and
to Jason Frangoulis who has been
associated with the Company since 1976
and a director since 1990. His wise
counsel has been invaiuable.

Mr. Vic Jacob, formerly the Group

Chief Executive retired on 5th December

1995 and Mr. John Carter retired on
7th August 1995 following his appoint-
ment as Chairman of the Association of

British Insurers.

Conciusion

John Bishop has had 2 demanding first

year in office. He has devoted himself

to the Company energetically and ably:
he has been well supported by his senior
colleagues and all staff both in the UK
and overseas. The Board expresses

appreciation for their commitment and

the progress they have achieved.

A. L. Brend Chairman

At
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REPORT

| am pleased to report good 1995 resuits - particularly since ail our

activities have improved their profitability.

The agreed merger of Trade Indemnity
Group’s business with that of Compagnie
Financit¢re SFAC to form a new
international credit insurance group is a
major step in the development of the
European credit insurance industry.
Business, whatever its size, is becoming
ever more international in its outlook
and, through technology, increasingly
has c;apabilities that are global in reach.
It is for credit insurers to meet the
needs of business and provide a service
that is both relevant and attractive. Unlike
some other classes of insurance there is
no obligation for companies to purchase

our services, [ strongly believe that the

formation of the new group - after many
years of working co-operation with
C.F. SFAC - will add to and support
Trade Indemnity's operations, especially
in its international growth aspirations
and in the development of information
technology systems.

The intention of the new group is to
enhance and nurture the evident strengths
of Trade Indemnity as the market leader
in the UK. Trade Indemnity will continue

o operate in its own name.

1995 resuits
As to the year just past, [ am pleased to

report good results, with all our activities

having improved their profitability. The
closing of the 1993 underwriting account
yielded the fruits of strong risk
management and underwriting decisions
taken in ecarlier years.

The open underwriting accounts
continue to develop in line with our
expectations, and reflect substantial new
business growth, mainly in our export
and international operations. They also
reflect some downward pressure on
premium rates following increased
competition and a market perception
that credit risks are improving as the
economy stabilises. However, we
continue to be selective as to the wade

sectors and companies we underwrite.
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Revised organisation

At Trade Indemnity, I inherited a group
of people with in-depth and often unique
skills led by a well-balanced management
team. We have since fine-tuned the
structure to supplement those skills with
modern business processes that will
improve budgeting, planning and
expense control. Business units are now
led by managers who take responsibility
for the control, development and
profitability of their businesses, The
scope of our managers has thus been
significantly enhanced by devolving
responsibility in this way and better and
mote dynamic work processes have
resulted.

The businesses report to 2 newly
created Executive Committee which has
responsibility for the strategy of the Group,
controls the overall process and allocates

appropriate resources to the businesses.

International risk management

We took a number of steps during 1995
to improve the management of our
growing overseas risk exposures. In
addition to opening an office in Milan
and appointing a company representative

in Paris, we strengthened our risk

REPORT coarinued

management capability in both North
America and Australasia by the
recruitment and appointment of senior
corporate analysts. As our risk portfolio
increases its international spread, we
will continue to develop our own credit
intelligence as well as drawing on other

available sources.

Information database

Trade sector knowledge held by our
people and the quality of our information
database are at the core of our capabilities.
Technology is an essential tool for our
database management - and for its
communication both to our own staff
and to our clients.

The formation of the new group
will enable us to enhance the capability of
our people and the information available
to them by investing in technology at a

faster rate by sharing development costs.

A better balance of windernviting skills and
snore dynamic work processes has resnlted

Jrow the creation of business ceatres.

The marketplace

QOur core business is short term trade
credit insurance. Whilst important in
itself, we are also increasingly asked to
deliver many related value-added services
to support both the sales and credit
management functions within our clients’
operations. These include, for example,
credit and country intclligence
information, finance and collections.

As I complete my first 12 months
at the Company, I have concluded that
the support credit insurance provides to
business in general is significantly
undervalued. Trade Indemnity’s most
valuable contribution is its ability to help
companies survive - by pre-empting
trade payment problems or situations of

2 more serious nature. We took the
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Group continuing operations
underwriting result

20

£16.718m

£1712m

1993 1924 1995

(Figures before transfer to equaksation provision, 1994 figure restated).

{nitiative in 1995, on behalf of unsecured from businesses which deliver ncreasingly
creditors, to cnter discussions with the high quality services.

managements and bankers of several In 1996, from new headquarters in
companies at risk to achieve murually London’s Canary Whartf, Trade Indemnity
satisfactory solutions. Reesults have been Group PLC will seck to build upon
encouraging: for our clients; for the 1995's excellent progress, both in terms
vuinerable companies; and for ourselves. of its international positioning and of its

We also need to put into perspective profitable business growth.

the scale of our support for industry: the
total turnover credit-insured by the Group
during 1995 was some £76.4 billion, an

increase of 16.0% on 1994,

SR
Conclusion
Trade Indemnity’s service stands apart

from its competitors due to the approach- J. H. Bishop Chief Executive
ability of its people, the power of the

information at their disposal and their

authority to take decisions. By sharpening

the focus of the business managers, we

will be able to concentrate their

considerable energy on growing returns




BUSINESSES

Our open year underwriting accounts continue to show good resuits in

line with our expectations. Positive management of risks continues to

be the platform for growing our business profitably.

UK domestic underwriting

During 1995, our clients achieved sales
volumes of £55.0bn (1994: £50.0bn),
reflecting both the increased number
of clients in our portfolio and the
commitment we provided in support
of increased levels of exposure.

This volume growth was offset by
premium rate reductions and by the
adoption of forms of cover that exchanged
lower rates for greater risk pardcipation.
Selective underwriting measures in this
competitive climate were supported by
intensive risk management actions in

order to protect our claims ratio. Risk
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assessment and predictive capability
techniques are built upon a foundation
of risk analysis.

We also increased by 20%, the number
of visits to risk companies (the customers
of our clients). These visits numbered
860 during 1995, primarily to meet
management and to clarify information
with them. These meetings often include
their adviscrs and bankers and, on a
number of occasions lead to solutions
which ensure the survival of companies
whose future maybe otherwise in doubt.

Gross new business at £16.2m

premium income (£17.1m in 1994)

The construction sector in the UK forms
a significant part of our risk portfolio
and is one of a number that we

continye to assess dosely.

reflected the incrcased competition. The
immposition of insurance premium eax also
had a negative effect on sales, particularly
as competitive products (e.g. factoring) are
not similarly affected. Overall premium

income fosc by 2%.

Our underwriting philosophy is to
maintain a responsible balance between
price and risk exposure and to differentiate
between the varicus qualities of business
propositions considered. We do not
compete on price alone but by adding
value with supplemental services.

We aim to build lasting partnerships
with our clients, founded on an in-depth
understanding of their businesscs, their
customers and the sectors in which they
operate. Qur structure provides our
clients with direct access w a trade-based
underwriter within a team managing
their needs. Decisions are therefore
frequently taken on site (assisted by on-
line access to our database}, during regular
visits to our clients’ locations.

Demand for multi-market solutions
to trade credit msk in export as well as
domestic markets continues to grow as
companies become more international.
Qur domestic portfolio now has one third

of its make-up in multi-market policies.




UK export & internatienal premium income 1991-1995

Technology has allowed us to grow our
range of service options for smaller
businesses during 1995. We see this
development as enabling us to grow our
penetration of the UK market.

Generally, we have developed a broad
product range of added-value services thac
érovide acdvc;, credit management tools
for businesses, large or small.

We continue to have discussions
with the CBI, The Bank of England and
HM Treasury regarding the Government’s
consideration of changes 1o the 1986
Insolvency Act; che possible imposition of
statutory penalty interest in regard to late

payment; and the economy in general.

UK export & international underwriting
Export turnover insured in 1995 was
£13.2bn (1994: £8.5bn), and our share
of the export credit market increased
substantially. Overall premium income

rose by 49%. New business totalled

£m
30 -|-
25+
20+
A5+

01 m

Underwriting Account

£10.1m (£6.3m in 1994), well spread
across different industrics.

As a result, our spread of risk by
trade sector improved, producing a well-
balanced overall risk portfolio. Nearly
half of all new business consisted of
companies who had not previously
credit insured. Almost one third was
derived from international groups
whose head offices are resident outside
the UK.

Claims paid were highest in Italy
and France as the economic position in
those countries pressurised business.

Country risk exposures continue to
be dominated by Western Europe and
North America. However, our fastest
growing regional exposure is Asia-
Pacific and we expect this trend to
continue in 1996,

The open underwriting accounts,
for 1994 and 1995, continue to develop

ahead of our expectations due to new

T T 1
1991 15;92 1993 1994 1995
(act.) (act.} {(act.) (est.) {est)

business argets being exceeded and claims
oceurring at Jower levels than anticipated.
Qur service is based on active risk
management, buyer, trade and country
information (in relation to the customers
of our clicnts) and close client relationship.
QOur underwriters visited 36 countries and
over 220 buyer risk companies in 1995.

These visits, combined with invest-_
ments in technology, have led to speedier
handling of new credit limit requests.
During 1995, these exceeded 35,000 in
number and 93% of all requests were
answered within 10 days.

During 1995, we introduced “Export
Builder” - which provides a number of
low-cost optional policy choices for
smaller exporters. Initial reactions from
the market have been very favourable
with new business proposals running
ahead of our expectations.

Our business is essentially the

protection of short term risk. Many major
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Dick Watt, Assistant Divector in Ty ride Indesnity s
export undenvriting ream, pictired ont the right diirug a
visi¢ to Dabai. Dicke’s trip, which also inchided Saudi
Arabia and Quser, was onr of a wember made o Hany
different conntries during 19935 with the pirpose of
darifying business and fiuancial mformation with

compaies whe are bayers fram Trade Indemaity dienrs,

corporations however are involved with

projects around the world which have all
the characteristics of short term business
but which involve credit periods in excess
of three years or unusually large contract
values. Until now, we have been unable

to support these contracts. They were the

~exclusive preserve of a major competitor

who was in reccipt of Government
reinsurance for them and of the
Government itself (ECGD).

We bave now obtained similar
support from government through ECGD
for 2 100% reinsurance facility, in respect
of such “long and large’contracts, where
Trade Indcmnify clients wish their
normal short term export credit
arrangements to be extended to cover
this area. A new area of competition has
therefore been opened for us. We hope

that many companies will now consider



BUSINESSES continued

Combined profits before tax of
related services businesses and associate

£7000
3000 T
2500
2000 +
1500 -+ Group
1000 1 . SRR ‘ e ] E again
500 4 : : 3
® Vi 19e2 193 1904 1995 . arew
value
Group
using our services in the long and large’ Trade Indemnity Collections Ltd. the acquisition of new business. New
project field. V Collections saw revenue grow by 44% Turnover increased by 31% with L£31.
We have invested in both people in 1995. We introduced a new service in profit before tax being 40% ahead of achie
and technology to support the doubling respect of overdue accounts with low-value 1994 at £ 3.5 million. Trade Indemniry’s the
of our business over the last iwo years. invoices. The worldwide collection service, 50% interest is therefore £1.75m.
We expect 1996 will continue to show introduced at the end of 1994, has Subsidiary companics offering trade UK ¢
further profitable growth. attracted many new clients. finance and merchant finance services In tl
These investments produced a return both performed satisfactorily, with the of
Trade Indemnity Risk Services Ltd to profit in line with projections, Although selling of joint invoice discounting and E  the
Risk Services made a strong contribution operating in a very competitive trade finance facilities being particularly the
to Group profits. We have continued environment, we believe the quality of successful. An increasing number of new pro

to make investments to improve the our service will cnable us to build upon business leads came from the Trade a7

quality and speed of information used current progress in 1996 - not only as a Indemnity Group art large. {1

by our underwriters in assessing risks stand-alone service but as one offered in The challenge now is to maintain the wi

in the 176 countres, where we are conjunction with credit insurance. record of significant growth and to offer cC

exposed in respect of current credit limits. an expanding range of complementary Y b

Creditstreant, Trade Indemmnity’s Trade Indemnity - Heller financial products in an increasingly

electronic highway, is now used by over Cemmercial Finance Lid. competitive environment.

1500 clients and more new services will be 1995 was another year of excellent progress

launched in 1996. First Source, a service with the total volume of receivables

to help our clients assess their lower value processed rising by 24% to over £1.5 8
5

risks, is now giving opinions on over 700
corporate risks a day. Further growth is

anticipated in 1996.

10

billion. This was the result of a return to
more buoyant growth for our existing

client base and another strong year for
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& INTERNATIONAL

Group new pusiness has incr
against the overall downw

a reversal of historic tren

value to our core insurance products.

Group new pusiness

New business was at ant all time high of
L£31.4m, (£27.2m in 1994), and was
achicvcd againsg scvere competition 1n

the UK and Austealian domestic markets.

UK sales

In the UK, which accounted for £26.3m ‘

of the total, we continued to strengthen
the partmership we have with brokers in
the development of our business. They
produced sales of £18.1m (1994 £16.8m)
1 7.5% increase. Qur direct sales at £8.2m
{1994 £6.5m) showed a 26% increase,
within which was 2 significant
contribution from our investment in

both domestic and export products to

Business failures in Canada,

eased over a 3 year period - in the UK
ard trend of business failures. This represents

ds and justifies our strategy of adding service

support the smaller business COImMIMUNItY.
Net new business, which we define as
sales less terminated business, was a record
L£12.1m with brokers contributing

£6.6m and our direct sales team £3.5m.

Business development and marketing

A series of initiatives €0 open-up new

(markets for the Group’s services formed
the backbone of our imarketing and
business development activities.

Following a successful trial, Export

Builder, a service for smaller, experienced
cxporters, was formally launched as an
addition to our gowing farnily of products
for the smualler business community. These

products are successfully atrracting new

Austratia & United Kingdom

Australia

g canada

business from previously uninsured
comparies in a segment of the market,
previously poorly serviced by credit
insurance. A scheme allowing customers
o use their credit insurance policy 0
gain financing secured against their trade
receivables was developed with several
of the leading cleaning banks - and is
expected to provide a further boost ©
new business and retention activities.
Significant progress was also made
during the year it developing our network
of contacts among profcss'sonal advisers
(accountants and solicitors) and business
associations (Business Links and trade

organisations). The Group's corporate

identity was medemised, and we received

a substancially higher pumber of enquiries

as a result of high profile press advertising

and direct marketing campaigns.

Group new business

3 United Kingdom

11




& INTERNATIONAL continued

Jubien Fossex and Chuwdic Pastorini, direetors of Trade Drdewaity s Fronch and Iralian offices,

discuss fiaison on internationai visk aanagement activities in Mifaw with Trade Indennricy pic

directar David Neckar, responsible for sutepnationad developinent.

tnternational ] ' :i Asia
Qur strategy has a twin-track approach, g oM
As our international risk exposures develop : Mem
(on the back of our export and ; the |
international underwriting growth), we - Con
require a local presence to help us manage _f' for t
those risks in the major markets for our i '_. and
export clients, At the same time, we are eco!
looking for opportunities to develop our unc
underwriting operations in those territorics taks
who export back into our principal We
operating areas of Europe, North America :f in
and Australasia. 3 frag
Europe k1<
In September, we established our first : Tr
office in continental Europe. Qur Milan ;_ C
office was opened by the British o
Consul-General. The formal opening £
was attended by local credit insurers, i

1

information agencies, bankers and

brokers, including representatives of

Trade Indemnity’s major UK brokers.

s

In November, the appointment of

our representative for France was

announced and sk management

R

operations became active in March 19%6.

=

4T
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wific
sust, Trade {ndemnity signed 2
yandum of Understanding with
ong Kong Export Credit Insurance
sration. This will provide a platform
1 development of our relationships
yperations i this rapidly growing
.omic area. Exchange visits by
srwriters in both companies have
. place and this will be ongoing.
sce this as a most important sicp
.upporting One chients in the fastest

wwing area of their export activicy.

ade Indemnity Australia Ltd. &

ade Indemnily New Zealand Ltd.
onsolidated figures show 2 profit before
w of £4.5m (AS9.4m) compared with
17m (AS2.6m1) in 1994, This result,
acorporating the Josure of the 1993

nderwriting account, was influenced

by an increase in premium of 1.3% and
a reduction of 98.0% in gross claims.
Both figures reflect action taken by
snanagement to imMprove the quality of
its wristen business following losses in
earlier years.

Tumover insured was £6.0bn (199
£5.4bn), within which £2.0bn was
export (1994 £1.5bm). New business
was £3.1m {£2.5min 1994) with good
growth achicved in our export porcfolio.
Shareholders' funds grew from £9.9m

to £11.7m. The open underwriting,
accounss are developing in linc with our
projections and represent 2 consolidation
of the quality improvement process.
Our principal office 1s in Melboumne,
Victoria, where we maintain both the
corporate head office as well a3 regional
anderwriting and sates functions. We

also conduct regional underwriting and

Qverseas underwriting offices
Gross Premium
(1993 and prior years not restated)

1993

1931 1992

sales from offices in Sydney, New South
Wales and in Brisbane, Cueensland.
Our wholly owned subsidiary,
Trade Indemnity New Zealand Lid., is ‘
based in Auckland. Formed in 1989, it
is now of considerable influence in the
New Zealand market. I¢ is a leading
writer of domestic credit insurance and
is also a substantial underwriter of expost
credit in a country with a well developed
export philosophy-
Peter Graham 15 Managing Director
of Trade Indemmnity Australia Ltd. The
Board also comprises John Bishop,
Russell Benzies and Doug Brunner (all
from Trade Indemnity in London)
together with Barry Capp as our locally
appointed non-cxecutive Chairman.
Duncan Andrews was appointed recently
5 a non-executive director. He is also

a director of Treasury Corporation of

Trade indemnity
Australia and New Zealand

h“, Canada




& INTERNATIONAL continued

I 1995 onr wndenvnters frone the LR,
Sustralia and Canada visited 333 overseas

bueyer risk companies in 38 conniries.

Victoria, of the Vic_torian Dcbt Retirement
Authorty and of Citi-Power Ltd.

The management team has
recently been strengthened by the
recruitment of 2 new Risk Manager.
During 1995 we moved the Melboumne
and Sydney office locations to improved
accommodation and these changes were

well received by clients and staff.

Trade indemnity ple. - Canada
Qur twin objectives are to operate a
profitable underwriting account and to
provide a sk management service to
the Group for risks within North America.
We experienced another year of
strong growth with premium up more
than 40% and a break-even position

achieved earlier than anticipated. New

14

business in 1995 amounted to £2.1m.
We continued to gain market share and
in an immature credit insurance market,
some 75% of the new growth came from
first time users of the product. Turnover
insured was £2.2bn (1994: £1.9bn).
We have supported the growth in
business with appropriate increases in staff
numbers, with a significant investment in

information systems and with the

development of key distribution
channels. Furthermore we have
decentralised our underwriting and risk
management operations to the key
Toronto market.

We have played our part in Trade
Indemnity’s global risk management
strategy with enthusiasm. In this context
we visited many major group risks in

both USA and Canada in 1995.

Our

the:

Fina

Cor
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& RESOURCES

Our investment in risk management in the early 1990’s has facilitated

the steady growth of our continuing underwriting opetations’ resuits.

Financial highlights

1995 1994 1893 1992 1991
£'000 £000 £000 £000 £000
Continuing underwriting
operations’ resuit 16,718 6,354 1,712 (6,705) (25,110)
Profit {loss) before tax 17,332 (6,192) 5,831 {4,894) (46,557)
Shareholders funds and
equalisation provision 68,897 56,050 64,772 51,343 49,625
Gross premium income 169,350 154,579 145,007 147,153 138,873
Earnings (loss} per share 5.0p (399} 4.5p (1.0p) (26.3p)

The 1993 and prior yes figures have

Equity & bond markets
The world’s equity and bond markets
enjoyed a significant recovery during
the year. This was in contrast to the
turbulence of 1994 which developed
when the US Federal Reserve raised
short term intcrest rates.
In the UK , the FTSE 100 closed
1995 at a then all tume high of 3689.3
representing a rise of 20.3% for the year.
The Gilt market, as reflected in the F"I'
British Government a1l Stocks Index,
also rallied to close at 145.47, a nise of
6.7% on the year. |
The outlook suggests 2 continuing

bull run for the eardy part of 1996, but

longer term indications are tempered by

not been Testated €0 setlect the custent accounting pelicies.

uncertainty concerning the next moves
the leading world economies will take,
either as a result of forthcoming elections,
or in their attempts 10 comply with

European Monetary Union critexia.

Risk management
Throughout 1995, we continued to build
our predictive techniques especially for
the UK economy, its constituent trade
sectors and individual company risks. We
began developing out international tisk
management network, and we provided
consistent focus on the major risks i
our portfolio.

In the first half of the year, we

detected a marked slowing in growth in

the UK and Europe a3 unsoid goods
sccumulated, demand felt-the force of
tax rises, and real wages were squeezed.
This increased pressure on CONSUMCT
goods industries, such as retailing and
textiles, and helped slow the strong
performance in ealy 1995 of the more
eyclical sectors (such as metals and pulp
and paper).

Internal actions taken as a result of
our projections improved the overall
shape and balance of our risk portfolio
during 1995.

Our earlier prediction of a 12%
improvement in the number of failures
notified to us during 1995 proved correct,
confirming an acceptable level of risk m
our portfolio. Although we saw 3 22%

fise in risk exposed dunng the 12 months
of 1995, we saw the balance swing
markedly towards healthier risk sectots.

We continue to assess closely those
sectors of the UK economy, such as
cONSLLUCHion, metals, and texciles, which
form significant parts of our risk
portfolio. We also concentrate on the
analysis of all major risk exposures held.
Over 300 groups of companies are
involved and exposures are in excess of

£8 billion. All have been presented to
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& RESOURCES continued

Bridget Clapman, Assistane Director in Trade Indemnity s domestic nndertniting team, learns at fivst Iavd, abonit the challenges
buing faced by fer client Tanmac in buiilding the new Jubilee Line Station immediately beneatl Trade Indenmity s new offices in

the Canary WWhatt Tower. She is piceared witlt Chris Reynolds, Chicl” Accormtant ot Tanvae Quwarry Prodwcts Liived.

and reviewed by the Group Credit ;& coun
Committee. B hei
Additionally, as in previous years, 2 Mon

we have worked on several company

restructuring programmes. Typically this -' k. risks
has meant negotiating with companies, f expe
their advisers and their bankers. We 1 ~ Can
believe we have helped to keep a number . _ Frar
of companies afloat in this way. The .‘ inte
process has also meant an avoidance of 1 i' sup)
loss for our clients. We will pursue these - . Th
activities throughout 1996, i clo
In the UK for 1996 we anticipate a 7 ane
gradual improvement in the economy { 3 wi
after a sluggish first half, as monetary i 5 Ce
conditions are relaxed and as productivity 1 al
advances plus cost controls help companies ," an
make progress. Our view is chat the UK - : ' ex
should achieve GDP growih of slightly i O
less than 2%. The total number of UK 3 w

business failures reported to the Group

in 1995 was 2937 (1994: 3321). We do [
not consider that -insolvencies will show N -
any fall in their numbers in 1996. -

We see growth prospects in Asia { I
Pacific offering significant opportunities . 1
for exporters. Both Europe and the USA E

show signs of slower growth and thus

more difficult sales prospects for our

clients. Most European Union

16




countres have suppressed growth in
the interests of meeting European
Monetary Union criteria,

Our strategy is to become closer to
risks in countries important to UK
exporters, Our overseas offices in Australia,
Canada and more recently in Italy and
Erance are delivering the same form of
intelligence gathering and risk analysis
support as that already in place in the UK.
This expanded network gives us much
closer access to major markets globally
and will be enhanced further in 1996
with the opening of an office in Germany.
Collectively these offices should give us
a high quality international intelligence
and analytical network, allowing us to
expand our risk base with confidence.
Cur proposed merger with C.F. SFAC

will speed up this process.

Information technology
The continued development of the
Group, together with a growing range of
products and services, relies increasingly
upon the effective application of
information technology.

During 1996, further investments
are planned to improve the efficiency of

the computer operation. This includes

the introduction of new automatic tape
robotics to Support contnuous 24 hour
operation. Similarly, the computerised
business systems will see developments,
including additional enhancements to
our Creditstream service.

During 1995, Trade Indemmnity
received a European Silver Award for
Quality in production—imaging

applications. This was awarded for the

document imaging systeri which we have

integrated into out underwriting process.
1996 will see further exploitation of this
workflow technology.

A new office system is being installed
to improve internal communication.
This system has standard compliant
components which will provide us
with the opportunity to improve
¢lectronic communication with both

clients and brokers.

Technology is an esserstial tool for our data base

management - and for its communications both to our

own staff and to our dients.

CoornamantEsa s R
©otaataian A
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Directors’ Report

Principal activity The company is 2 holding company for subsidiaries offering credit management

services both in the United Kingdom and overseas.

Review of the business The results for the year are set out in the non-technical account on page
24, The Directors are pleased to reportt excellent results for 1995 with improvements In all mainstream
activities.

The proposed merger of Trade Indemnity Group's business with that of Compagﬁie Financiere
SEAC in order to form 2 new international credit insurance company will be a major step in the
development of the European credit insurance industry. Trade Indemnity will continue to operate

in the UK, Canada and Australia,

Changes in presentation of the financial statements The financial statements have been
prepared in accordance with Schedule 1, Part Ii of the Companies Act 1985 {Insurance Companies
Accounts) Regulations 19973 which amend section 255 and schedule 9A of the Companies Act
1985. The prior year figures have been restated to comply with the changes to the financial
statements introduced by the Regulations. The majority of changes to the financial statements
relate to additional disclosure, but where changes in accounting policies have been made the effect

is explained in note 1 to the financial statements.

Dividends and transfer to reserves The Directors declared and paid a first interim dividend of
£925,000 and propose 3 second interim dividend of £2.559,000 {1994 - [nterim £740,000, Final
£1,096,000), which is conditional upon the offer from Compagnic Financitre SFAC S.A. becoming
wholly unconditional.

Afier declating the above dividends a profit of £5,647,000 (1994 loss £8.922,000) will be retained.

Directors The Directors in office at 31st December 1995 and their interests in the share capital of

the Company at 1st January 1995, or date of appointment, and 31st December 1995 were 23 follows:

25p Ordinacy Shares
31st December 1995 15t January 1995

or date of appointment

Fully Paid Shares

A. L. Brend - -
A. M. Reid 36,750 24,750
]. H. Bishop - -
L. D. C. Brunner - -
P. 1. Foster - -
J. C. Frangoulis ~ -
G.J. Kent 23,322 23,322
J- Motley - -
T. . Obrist ) - -
C. H. Sporborg - -

60,072 48,072

Both Directors have agreed to sell their shareholdings 0 Compagnie Financiére SFAC S.A. under the
terms of its offer dated 16th February 1996.
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Directors” Report continued

Share Options

f  Charita
Director Number of Options Exercise Price | Date from which | Expiry Date " No poli
. exercisable
At Date of Appomument At 31,1295 United
.H. Bishop 0 302,083 0.72 17.03.98 16.03.05 E i
! 0 137,658 0.79 23.08.98 22.08.05 B responst
L.D.C. Brunner 106,452 106,452 0.70 01.04.91 31.03.98 . underst
* 30,803 30,803 .56 01.09.9%9 28.02.00 " The Co
GJ. Kent 106,452 106,452 £0.70 01.04.91 31.03.98 | —
55,355 55,355 0.96 31.10.93 30.10.90 -
51,097 51,097 0.86 06.04.94 05.04.01 B saff in
* 30,803 30,803 0.56 01.09.99 28.02.00 .
: . Whilst
*Granted under Save As You Eam Scheme 3 .
: (1994
No option lapsed and no option was exercised during the year. - Under
The mid market price qf the shares at 31st December 1995 was 73p and the range duning 1995 was 62p to 81p. 1,296,
Mr J.G.T. Carter and Mr V.C. Jacob were Directors of the Company until they retired from the Board on option
7th August and 5th December 1995 respectively. Mr 1.H. Bishop, Mr L.D.C, Brunner and Mr G.J.Kent © share
were appointed to the Board of the Company on 1st March 1995 and Mr J.H. Bishop was appointed Chief It is
Executive on 1st September 1995, Mr P.J. Foster was appointed a Director on 7th August 1995, :: prom
In the event that the C.F.SFAC S.A. offer to purchase the Company becomes wholly unconditional E of o
Mr A.M. Reid, Mr J.C. Frangoulis, Mr PJ. Foster, Mr J. Morley and Mr T.J. Obrist will retire and handi
Mr P.H. Denieuil and Mr J. Lanier will be appointed Directors. Even
At 27th March 1996 there were no changes in Directors’ sharcholdings. The
There were no significant contracts between any Director and the Company subsisting during or at the Grou
end of the financial year. Mr J. H. Bishop has a service contract with an initial term agreed undl st B  ca
September 1997. No other Director has a service contract exceeding 12 months in duration. ] - £C
: o
Substantial interests At 27th March 1996 the Company had received notification of the following Con
interests amounting to 3% or more in the issued share capital of the Company: Gov
Number of Shares % Holding fina
C E Heath Group 9,188,718 5.03 B b
Commercial Union Assurance Co Plc 16,681,500 9.13 & that
General Accident Group 8,827,500 4.83 o stat
Guardian Royal Exchange Group 33,264,000 18.20 n 2 of
Haftpflichtverband Der Deutschen Industrie
Eisen & Stahl Re AG Pr
Held jointly by 9,665,500 5.29 -
Hannover Re AG Di
Munich Re 14,850,000 8.13 :
NCM Holding NV 7,187,050 3.93 O
Rooyal Insurance Group of companies 8,947,549 4.90 S T
Swiss Re Holding Limited 32,076,000 17.55 ¥ -
140,687,817 76.99 -
A
All the above shareholders have agreed to sell their shareholdings to Compagnie Financiére SFAC under 3 " at
the terms of its offer dated 16th February 1996. ‘-
Tangible assets The changes in tangible assets are detailed in note 10 to the financial statements. As a _ .'
result of the decision to move the Group head office to Canary Whatf, the freechold land and buildings _ . F
have been transferred from tangible assews to investments. The land and buildings were revalued and
£8,000,000 was written off in the non-technical account. I




Charitable donations During the year the Group made charitable donations of £4,654 (1994 £4,220).
No political donations were made.

United Kingdom employees Regular briefing sessions are held with senior managers who are
responsible for effective communication with staff in theie operational areas 0 promote 2 better
understanding of the objectives, activities and performance of the Group.

The Company Operates a UK employee profit-sharing scheme, a Save As You Eam scheme and an
executive share option scheme. The schemes are designed to encourage the involvement of managers and
staff in the performance of the Group.

Whilst the Directors will not be allocating any sum to the UK employee profit-shanng scheme this year
(1994: nil), the Directors have allocated a sum of £650,000 by way of a bonus (1994 £315,000).
Under the Save As You Eamn scheme 435,656 options Were issued to employees in 1995 (1994
1,296,143). The options are exercisable in accordance with scheme rules at 56 pence each. 302,083 share
options at 72 pence each and 137,658 share options at 79 pence each were issued under the executive
share option scheme.

It is the Group’s policy © provide equal opportunities in employment, career development and
promotion to Al who are eligible on the basis of ability, qualifications and fitness for work, irrespective
of race, sex or marital SatUs. The Group gives fir consideration to applicants for jobs who are
handicapped of disabled provided that their disabilities do not affect their ability to perform the job.
Every effort is made to ensure that employees who becorme disabled can continue theif employment.
The Group continues to train and promote disabled employees where this is in the best interest of the

Group and the individual concerned.

Cadbury and Greenbury disclosure  Although the Company is not yet delisted, the 98% acccptance
of Compagnie Financiére SEAC's offer means that delisting will occur during 19%6. Once delisted the
Company will not be required to publish a statement of compliance with the Cadbury Code on Corporate
Govemance. In these accounts the Board have decided not to publish statements in relation to internal
fimancial control and that the business is a going concem nor to require auditor review of these statements
because of the time and expense involved in the preparation of such statements. The Directors consider
that except for the publication of these starements and for review by the auditors of the Company’s
statement of compliance with the Code, they have followed the requirements of the Code. Similarly, some

of the additional disclosure recommended by the Greenbury Comumittee has not been presented.

Prompt payment The Group Is sighatory to the CBI Code of Practice on Prompt Payment.

Directors & Officers’ insurance The Group has purchased and maintains insurance for its Directors and

Officers against Liability for negligence, default, breach of duty of breach of trust in relation to the Group.

Tax status At 31st December 1995 the Company was not a close company within the provisions of the

Income and Corporation Taxes Act 1988.

Auditors A resolution to re-appoint Coopers & Lybrand as the Company's auditors will be proposed

at the Annual General Meeting.

By Order of the Board /

A~
R.D. Tarling, Secretary } - \ >7th March 1996
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Summary Consolidated Profit and Loss Account
for the year ended 315t December 1995

1995 1994
£7000 £000
Underwriting result 16,996 (610) E:
Investment income 6,532 3,999 "; ]
8
Result of related services subsidiaries 1,223 729 F 3
=
Share of associated undertaking’s profits 1751 1,250 2
26,502 7,368 E

Other charges (3.975) (2,367) =

Profit on ordinary activities before taxation

22,527 5,001
Taxation on profit on ordinary activities (4.900) (894)
Profit on ordinary activities after taxation 17,627 4,107
Earnings per share 9.6p 2.2p

Note: The above figures are for comparative purposes to enable sharcholders to compare the

trading
performance of the Group in 1995 with that of 1994, The figures are presented on a similar basi

s to the i

1994 Report and Accounts. The above statement does not comply with the new accounting rules for

insurance companies and in addition does not include a transfer to equalisation provision for the 1995

underwriting result as required by the Companies Act nor does it reflect the diminution in val

ue of the
property.
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solidated Technical Account

: year ended 31st December 1995

Reestated

1995 1994
£/000 L7000

iums net of reinsurance
;s premiums
wards reinsurance premiums

written premiams

er technical income — jnformation charges

169,350 154,579
(97.066) (94.694)

72,284 59,885
4,100 3,1M

ims incuvred net of reinsurance
»ss claims paid
insurers’ share

t claims paid

ange in technical provision
‘oss anount
sinsurers’ share

1ange in net technical provision

et operating expenses

hange in equalisation provision

76,384 63,056

@1.508) | | (71.814)

46,523 42,303

(34,981) (29.311)

22,625

(19,196)
3,429 (9,628)

(28114)  (25.063)
(7,200) -

-alance on the technical account

sttributable to:
‘ontinuing operations

Yiscontinued operations

9,518 (1,146}
9,518 6,354
- (7,500}

9,518 (1,146)

Notes
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Consolidated Non-Technical Account
for the year ended 31st December 1995

Notes

3a

3b

for the year ended 31st December 1995

12

Reestated
1995 1994
A'000 4’000
Balance on the general business consolidated technical account 9,518 (1,146}
Investment income 14,286 6,695 .. ‘ i
Uunrealised gains on investments 2,762 - e
Unrealised (Iosses) on investments - (9.466)
Investment expenses and charges (233) (1,887)
Profit of related services subsidiaries 1,223 729
Share of associated undertaking’s profits 1,751 1,250
Diminution in value of property (8,000) -
21,307 (3.825)
Other charges (3,975) (2,367)
Profit (loss) on ordinary activities before taxation 17,332 (6,192)
Tax on profit on ordinary activities {8,201) (894)
‘Profit (loss) for the financial year 9,131 (7.086)
Dividend: First interim — paid (925) 40|
' Second interim — proposed {2,559) -1
Final - (1,096)
(3.484) (1.836)
Retained profit (loss) for.the year 5,647 {8,922) '
Earnings (loss) per share 5.0p (39p
Statement of Total Recognised Gains and Losses
Resm-tcgi“
1995 1994
4000 4000
Profit (loss) for the financial year 9,131 @ ,036) _
Other recbgnised gains for the _year - . 200
Total recogr:isga gains (losses) for the year 9,131 (6,886}
Prior year adjustment 7 6,740 -
Total gains (fosses) recognised since last annual report " 15,871 (6,886)

B Con:

g asat 31

Assets

Invest
Land ¢
Invest

Other
Rein:

Debt
Debt:
Debt
Othe




ynsolidated Balance Sheet
¢ 31st December 1995

1995
£1000

Reestated

1994
L7000

$ets
westments
:nd and buildings 4,000
vestment in associated undertaking 10,141
sther financial investmnents 112,329
126,470 117,147
reinsurers’ share of technical provisions 65,454 84,650
Jebtors
yebtors arising out of direct insurance operations 18,566 12,609
Yebtors atising out of reinsurance operations 1,470 3276
Dther debrors — taxation recoverable 1,076 1,656
21,112 17,541
Other assets
Tangible assets 3,945 4,084
Cash at bank and in hand 1,557 4,362
5,502 8,446
Prepayments and accrued income
Pipeline premiums 54,805 49,786
273,343 277,570

Total assets

Notes

10
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Consolidated Balance Sheet
as at 31st December 1995

Restated
1995 1994
Notes ,{7000 ,{;’000
Capital and reserves
11 Called up share capital 45,690 43,690
12 Share premium account 22,072 22,072
12 Profit and loss account {6,065} | (11,712
Shareholders’ funds attributable to equity interests 61,697 56,050
13 Technical provisions 145,974 168,589
13 Equalisation provision 7,200 -
Provision for other charges
Deferred tax 212 -
Creditors
13 Artsing our of direct insurance operations 12,725 11,085
Arising out of reinsurance operations 4,420 7,602
Bank overdraft - 1,052
16 Other creditors including taxation and social security 8,838 2,122
25,983 21,861
Accruals and deferred income
Reinsurers’ share of pipeline premiums 31,577 31,070
Total liabilities 273,343 277,570

Com:

as at 31s:

Investir
Curren:
Less cu:

Net cu:

Net ass

—

Share «
Share 1
Profit

Sharel

Appre

A.L.
J.H.




Company Balance Sheet
as at 31st December 1995

1995 1994

4000 L1000

Investments 72,304 72,743
Current assets 1,865 1,850
Less current creditors {6,156) {5,352)
Net current liabilities (4,291) (3,502)
Net assets 68,013 69,241
Share capital 45,690 453,690
Share premium account 22,072 22,072
Profit aud loss account 251 1,479
Shareholders’ funds atrributable to equity interests 68,013 69,241

Approved by the Board of Directors on 27th March 1996 and signed on its behalf by:

A.L.Brend

Directors
J. K. Bishop

Notes
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Consolidated Cash Flow
for the year ended 31st December 1995

Notgs

21/22

1995 1994
£000 £7000
Operating activities
Net premiums received from customers 146,346 134,278
Net reinsurance premiums paid (66,498) (62,283)
Claims paid ‘ {81,504) (71,814)
Reeinsurance receipts in respect of claims 49,176 43,448
Profit commission received 343 345
Cash paid to and on behalf of employees (20,729} (18,544)
Interest received 2,443 3,669
Dividends received 3,404 1,315
Reents and other income received - 925
Other operating cash payments (24,365} (19,088)
Noen-underwriting subsidiaries 1,591 350
Net cash flow from operating activities 10,207 12,801
Returns on investments and servicing of finrance
Dividends received from associated undertaking - 2,000
Dividends paid : (2,021} (1,653)
Net cash outflow from returns on investments and servicing of finance (2,021} 347
Taxation
Tax paid (775) {1,138)
Investing activities
Purchase of liquid investments ] (1,336,987)  (365,013)
Investment in associated undertaking , - {5,000)
Sale of liquid investiments 1,350,566 346,333
Sale of other investments ’ 1 1
Purchase of rmgible fixed assets (2,888) (2,669)
Sale of tangible fixed assets ) 235 467
Net cash flow from investing activities 10,937 (25,871)
Net cash flow before financing 18,348 (13,861)
Financing
Issue of share capita] _ - 48
Net cash inflow from financing - 48
Increase (decrease} in cash and cash equivalents 18,348 (13,813)

Ac

Bas:
The
inte
has
pre
equ
152
In
e
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Accounting Policies

Basis of preparation

The requirements of the Companies Act 1985 (Insurance Companies Accounts) Reegulations 1993 came
into effect during the vear and accordingly have been applied in these financial statements. The Company
has restated the comparative figures for the year ended 31ist December 1994 to reflect changes it the
presentation of the financial statements introduced by the Regulations. The figures include a trausfer to
equalisation provision which is not in accordance with UK generally accepted accounting principles but
is a legal requirement for credit insirance CoTnpares.

{n accordance with the Regulations the Company has changed its accounting policy whereby unrealised
investment gains/losses are now accounted for in the non-technical account rather than in the revaluation
reserve as in previous years. The effsct of the above change s disclosed in note 2{d).

The Group financial statements are prepared in accordance with applicable accounting standards and in
compliance with Section 2554 of, and Schedule 9A (as modified by Part 1I of Schedule 9A) to, the
Companies Act 1985. The Company financial statements have been prepared in accordance with Section
226 of. and Schedule 4 to, the Companies Act 1985, As permitted by Section 230(3) of the Companies
Act 1985, the Company’s Profit and Loss Account has not been presented.

The Group has taken advantage of the transitional amendments ©o Financial Reporting Standard nuniber

3 relfating to insurance broking transactions.

Basis of consolidation
The consolidaced financial statements consist of the accounts of the parent company and its subsidiaries

up to 31st December in each year.

Basis of accounting

The Company accounts for its insurance business on the ¢und accounting basis because the Directors
consider that the information on premiums receivable and claims payable is insufficient for reliable
estimates to be made at the end of an underwriting year.

Premiums and claims are accounted for and recorded in the technical account when writeen and paid
respectively and are attributed to the appropriate underwriting year.

The result is determined at the end of the third year after providing for claims notified but not yet paid,
provision being made where necessary in the intervening open years for future anticipated losses. Any
balance of net revenue for each of the last two underwriting years is carried forward.

Non insurance business is accounted for on an historical cost basis.

Interest in Group undertakings
Shares in subsidiary undertakings are stated in the parent company accounts at cost less any permanent
diminution in value. Shares in the associated undertaking are included in the parent company balance

sheet at cost and in the consolidated balance sheet at the Group’s share of net assets.

Translation of currency
Assets and liabilicies held in foreign currencies are translated into sterling at rates of exchange ruling at the

balance sheet date. Differences on exchange arising from the cranslarion of the net assets of the overseas
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Accounting Policies continued NQt(

for the

branch are dealt with through the non-technical account. All differences on exchange are dealt with 1. Op«

through the non-technical account. The r
Operat:

£1,95.
Tangible assets

Expenditure incurred in the provision of equipment, motor vehicles and software development is writeen 2. Prc

off on a straight line basis over their estimated useful lives, principally four years. ]

Investments

Listed investments are shown at market value. Unlisted investments are shown at Directors’ valuation, ] (a)
based on the net asset value of the holding as shown in the Jatest available audited financial statements.
[nvestment income is accounted for on a receivable basis. Dividends are recognised on the date on which
the related investment is marked ex-dividend. Interest income is accrued up to the balance sheer date.
Realised gains or losses represent the difference between net sale proceeds and purchase price.

Unrealised gains and losses represent the difference between the valuation of investments at the balance

®)
(©

sheet dates or their purchasc price if purchased during the year. All unrealised gains and losses are included

in the non-technical account.

Land and buildings held as investment properties are valued at open market value, Any diminution in - 1
value is charged to the non-technical account, Property occupied and owned by the Company is B

depreciated on a straight line basis over fifty years.

Equalisation provision

An equalisation provision in respect of credit and suretyship business has been established in accordance
with the requirements of the Insurance Companices Regulations 1994 with the intention of cqualising
reported loss experience in future vears. This provision, which is in addition to the provisions required -

to meet the anticipated ultimate cost of outstanding claims at the balance sheet date, is required by the

Companies Act 1985 (Insurance Companies Accounts) Regulations 1993 to be included within technical =
provisions in the balance sheet; movements in the proviéion are reflected in the result for the financial E 3
vear. This year is the first requiring a transfer to che equalisation provision and has had the effect of 3 *. ()
reducing the general business technical account result and the profit before taxation by £7,200,000 ;

, {1994: NIL) and reducing shareholders’ funds at 31st December 1995 by £7,200,000 (1994: NIL).

Taxation

Provision for deferred taxation is calculated on the liability method and is provided only to the extent that

it is considered reasonably probablé that the liability will become payable within the foreseeable future.

Pension benefits

The cost of providing pension benefits is charged against the technical account on a systematic basis, with
pension surpluses and deficits allocated over the expected remaining service lives of current emplovees.
Differences betweén the amounts charged in the technical account and payments made to the plans are

treated as assets or liabilities in the balance sheet.
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Notes to the Financial Statements
for the year ended 31st December 1995

1. Operating results of related services subsidiaries

The related services subsidiaries, all of which provide credit risk management services, generated
operating profits before tax of £1,223,000 (1994 — £729.,000) on eurnover of £3,115,000 (1994 —
£1,953,000).

2. Profit before taxation
Profit before taxation is stated after charging:

1995 1994
£7000 L7000

fa) Deprectation 3,176 3,164
Jess: Allocated to the technical account (2,533) (2,064)
643 1,100
) and after crediting:
Renss receivable - 225
i (b) Hire of plant and equipment 1,616 1,841
: (¢} Segmental reporting
7 The segmental analysis of the Group's operations by geographical area is as follows:
Gross premums Profit {loss)
written before tax Net assets
Reestated Restated Reestated
- 1995 1994 1995 1994 1995 1994

£1000 £7000 £°000 £7000 £1000 £000

Unirted Kingdom 146,883 133,542 12,648 (7.962) 47,928 44,237
Australia 18,486 18,244 4,525 1,733 11,705 9,508
Canada 3,981 2,793 159 37 2,064 1,905

169,350 154,579 17,332 (6,192) 61,697 56,050

Due to the nature of the Group's business, principally credit insurance, it is not considered
appropriate to split the figures other than by country of origin.
{(d) Changesin accounting policies

The effect of changes in accounting policies on the results of the current and previous period are

as follows:
1995 1994

A,7000 L7000
Profit before tax prior to changes 7,327 5,001
Realised investment gains (losses) now recognised in the
non-technical account 7,243 (1,727)
Unrealised investment gains (losses) recognised in the '
non-technical account 2,762 (9,466}
Profit (loss) before tax . 17.332 {6,192)
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Notes to the Finaneial Statements continued

3. Investment income, expenses and charges
(a) Investment income

Reestaced
1995 1994
A000 L7000
Income from land and buildings 1,000 1,575
Income from other investments 6,043 5,120
R ealised gains on investments 7,243 -
14,286 6,695
{(b) Investment expenses and charges
Restated
1995 1954
A4'000 L7000
Reealised (losses) on investments - {1,727)
Investment expenses (233) (160}
(233) (1,887)
4. Net operating expenses
Restated
1995 1994
A4'000 47000
Management expenses (43,950) (36,0600
Brokerage on direct insurance (20,057) {19,039}
Reinsurance commission 34,565 29,691
Profit commission . 1,328 345
(28,114) {25,063)

5. Earnings per share

Eamings (loss) per share amounted to 5.0p (1994 restated — (3.9)p) calculated on a weighted average of
182,758,210 shares (1994 — 182,730,406} in issue during the year and on earnings of ,£9,131,000 (1994

restated — loss £,7,086,000).

6. Taxation
Restated
1995 1994
£7000° £7000
Taxation charged in the nen-technical account comprises: i
UK corporation tax arising from operating profies {5.472) (107)
Taxation on franked investment income (208) (166)
Overseas taxation (928) (128)
Share of associated undertaking's taxation (681) (493)
(7.289) (894)
Deferred raxation on unrealised gains for the vear (912) -
(8,201) (894)

The taxation charge for the year has been reduced by the utilisation of £11m of tax losses brought

forward.
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Notes to the Financial Statements continued

7. Land and buildings

1995
£000
Transferred in:

At cost 15,270
Less accurmulaced depreciation {3.270)
At 31st December 1995 12,000
Value adjustment (8,000}
At 31st December 1995 4,000
12,882

At 31st December 1994

The property was owned and occupied as busine
Directors’ valuation as at bth August 1995. All property is frechold.

8. Investment in associated undertaking

ss premises until 11th March 1996 and is carried at’

Current
value Cost
1995 1994 1995 1994
£7000 £7000 £1000 £7000
Shares in undertaking 10,181 9,072 11,250 11,250

Cutrent value represents the Group’s share of net assets. The Group's share of the associated

undertaking’s post acquisition reserves is £2,641,000 (1994 £1,572,000).

9. Other financial investments

Market value Cost
Restated Restated
1995 1994 1995 1994
Arooo L7000 A.7000 4000
Ordinary shares — listed 31,854 25,017 26,060 20,944
— unlisted 3,810 4,356 388 842
Unit truses 6,657 6,650 6,125 6,687
British government securities 24,425 34,759 24,080 _ 34,644
Foreign government securities 3,442 7,360 8,330 7,778
Staff mortgages 127 138 127 138
75.315 78,280 65,110 71,333
Cash deposits with credit institutions 37,014 16,913 37,014 16,913
112,329 95,193 102,124 38,246
All listed investments are wraded on recognised exchanges.
Investments — Company
1995 1994
4000 L7000
Ordinary shares — unlisted - 439
Investment in subsidiaries 61,054 61,054
[uvestment in associated undercaking 11,250 11,250
72,304 72,743

Shares in subsidiary and associated undertakings are stated at cost less any permanent diminution in value,




Notes to the Financial Statements continued

10. Tangible assets
Fixed assets comprise:

Motor )
vehicles Equipment Total
47000 A£7000 A'000
Cost at 1st January 1995 1,509 7,626 9,135
Exchange difference 4 (39 43)
1,505 7.587 9,092
Additions 884 1,722 2,606
Disposals (554) {544) {1,098)
Cost at 31st December 1995 1,835 8,765 10,600
Depreciation at 1st January 1995 779 4,272 5,051
Exchange difference (1) (i4) (15)
778 4,258 5.036
Disposals (415) (428) (843}
Charge for year 448 2,014 2,462
Depreciation at 31st December 1995 2N 5,844 6,655
Net Book Value at 31st December 1995 1,024 2,921 3,945
Net Book Value at 31st December 1994 730 3,354 4,084
11. Called up share capital
] Number
of Shares 47000
At 15t January and 31st December 1995
Authorised 25p — ordinary shares 243,400,000 60,850
! Allotted, called up and fully paid 182,758,210 45,690
1 Options are outstanding as follows:
Number Subscription
Date of grant of shares price
|
i 31st March 1988 425,808 70p
i 7th April 1989 79,939 120p
18th April 1990 106,452 138p
30th October 1990 55,355 96p
5th April 1991 130,936 86p
7th October 1991 150,000 68p
7th Apnl 1994 106,452 89%p
1st September 1994 1,296,143 56p
16th March 1995 302,083 72p
Ist May 1995 435,656 56p
22nd August 1995 137,658 79p

Options granted prior to the 1991 Rights Issue have been adjusted both in terms of number of shares
granted and the related subscription price. The options granted (contract start datc) on 1st September
1994 and 1st May 1995 were in respect of the Company’s Save As You Earn Scheme.

Under notmal circumstances, options are not exercisable within three years nor after ten years of their

date of grant.
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Notes to the Financial Statements continued

12. Reserves

Group Company
Share Profit & Share Profit &
premium loss  premium loss

£7000 L7000 L7000 L7000

At st January 1995 22,072 (18,452) 22,072 1,479
Prior year adjustment : - 6,740 - -
As restated 22,072 (11,712) 22,072 1,479
Retained protit {loss} tor the year - 5.647 - (1,228)
At 315t December 1993 22,072 (6,065) 22,072 251

The cumulative prior vear adjustiment of £6740,000 relates to previous net unrealised gains and losses
which have been transterred to the profit and loss account to reflect the change in accounting policy for
investment gains and losses which were previously transferred to investment reseTves and are now

recognised in the non-technical account.

13. Technical provisions

Restated
1995 1994
41000 L7000

Underwriting funds carried forward
1995 underwriting account (1994) 28,880 28,529
1994 underwriting account {1993) 21,620 19,118
Provision for claims on closed underwriting accounts 95,474 120,942

145,974 168,589

R.ecoverable from reinsurers (65,454) (84,650)

80,520 83.939

The provision for claims on closed underwriting accounts includes amounts relating to discontinued
operations of: gross £74,094,000 (1994 £93,309,000); and net £18,381.000 (1994 £23,331,000),

There werc no material movements in prior years claims provisions (1994 £7.5300,000 adverse~

discontinued operations).

14. Equalisation provision

1995 1994
£7000 £7000

Transfer from technical account 7,200
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Notes to the Financial Statements continued

15. Creditors

Restated
1995 1994
A'000 A7000
Payable within one year:
Arising out of direct insurance operations 11,897 10,775
Leasing creditors 364 120
12,261 10,895
Payable after more than one year buc less than five years:
Leasing creditors 464 190
12,725 11,085
16. Other creditors
Group Company
1995 1994 1995 1994
A4000 A£7000 A41000 A’000
Creditors - - 3.126 4,256
Proposed dividend 2,559 £.096 2,559 1,096
Taxation 6,279 1,026 am -
8,838 2,122 6,156 5,352
17. Reconciliation of movements in shareholders’ funds
Group Company
1995 1994 1995 1994
4000 A7000 A000 47000
Profit (loss) for the financial year 9,131 (7.086) 2,256 1,422
Dividends (3.482) (1,836) (3.484) (1,836)
5.647 {8,922) (1.228) (414)
Shares issued during the year - 48 - 48
Other recognised gains and losses for the vear - 152 - -
Net addition o shareholders’ funds 5,647 (8,722) (1.228) {366)
Opening shareholders’ funds 56,050 64,772 69,241 69,607
Closing shareholders’ funds 61,697 56,050 68,013 69,241

Nol

18.
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Notes to the Financtal Statements continued

El

g 18. Directors’ remuneration

1995 1994

£1000 £7000

;‘ () Directors’ FemMuUneration

! Salaries 436 130
Fees 92 92
Bonuses (note) 172 19
Profit share 24 -
Benefits in kind 98 47
Pension contributions 174 84

996 372

Note: At the discretion of the Board and based on the.performance of the Group during the year.

(i) The remuneration of the directors {(including the chairman and highest paid directot), excluding

pension contributions, were within the following ranges:

1995 1994

L0 to £3,000

£5,001 to £10,000
£10,001 to £15,000
£15,001 to £20.000
£115,001 1o £120,000
£175,001 to £180,000
£195,001 to £200,000 - 1
£315,001 to £320,000 1 -

- N NN W=
[TC T S I S

Durng 1995: 9 (1994 8) Directors waived Directors’ fees of £108,000 (1994 L£107,971).

(i) Executive directors Pension
Basic Profit contribu- 1995 1994
salary Bonus share  Benefits tions Total Total
£7000 L7000 £000 L7000 L7000 4000 L7000
1. H. Bishop* 125 36 7 7 11 186 -
V. C.Jacob 143 88 7 80 130 448 280
L. D. C. Brunner* 84 24 5 6 17 136 -
G.]. Kent* 84 24 5 i6 134 -
436 172 24 98 174 904 280

‘*From date of appointment.

Directors' fees of £92,000 {1994: £92,029) were paid to the non-executive directors. Included in
this amount were fees to the Chairman of £20,000 (1994: £20,600). No pension contributions

were made on behalf of the Chairman.

3
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Notes to the Financial Statements continued

19. Staff numbers and costs

The weekly average number of UK emplovees of the Group during 1995 was 486 (1994: 433), analysed

as follows:
1995 1994
Underwriting and risk management 136 126
Claims 42 38
Sales and business development 81 70
Information technology 57 48
Accounting & reinsurance 32 33
Administration 72 88
Related service subsidiaries 66 30
486 433
Staff costs
1995 1994
A'000 47060
Wages and salaries 12,824 10,554
Social securiry costs 1,195 962
Pension costs 1,912 1,819
15,931 13,335
20. Reconciliation of profit before taxation to net cash inflow from operating activities
1995 1594
41000 A£°000
Profit (loss) before taxation 17,332 (6,192)
Depreciation 3,176 3,164
Loss (profit) on sale of fixed assets 20 (34)
(Profit) loss on sale of investments (7.243) t,727
Unrealised (gains) losses on investments (2,762) 9,466
Decrease in debtors {10,614) (6,296)
Increase in creditors 898 2,588
Increase (decrease) in net technical provisions (3.429) 9,998
Associated undertaking (1,751) (1,250)
Currency translation differences (620) {370)
Transfer to equalisation provision 7,200 -
Diminution in value of property 8,000 -
Net cash inflow from operating activities 10,207 12,801
21. Analysis of changes in cash and other liquid investments during the year
Cash Other
and cash liquid
equivalents investments Total
A4'000 47000 4’000
Balance at tst January 1995 20,223 78,142 98,365
Net cash flow 18,348 - 18,348
Purchase of investments - 1,336,987 1,336,987
Sale of investments - {1,350,566) (1,350,566)
Change in market vaiue - 10,625 10,625
Balance at 31st December 1995 38,571 75,188 113,759

7 - el

(%]

LR Y. N s |



Notes to the Financial Statements continued

22. Analysis of the balances of cash and other liquid investirents

Change
1995 1994 in year
L1000 47000 L7000

Cash at bank and in hand 1,557 4.362 {2,805}
Bank overdrafts - (1,052) 1,052
Short term deposits 37,014 16,913 20,101
38,571 20,223 18,348

Other liquid investments 75,188 78,142 (2,954)
113,759 98,363 15,394

23, Subsidiary and associated undertakings

The Company holds ordinary shares in the following principal subsidiary and associated undertakings.

Subsidiaries % hetd Country in which registered
Trade Indemnity plc 100 England & Wales

Trade Indemnity Australia Limited 100 Australia '

Trade Indemnity New Zcaland Limited 100 MNew Zealand

Trade Indemnity Collections Limited 100 England & Wales

Trade Indemnity Credit Corporation Limited 100 England & Wales

Trade Indemnity Risk Services Limited 100 England & Wales

Associate |

Trade Indemnity-Heller Commercial Finance Limited 50 England & Wales

24. Auditors’ remuneration

Auditors’ remuneration in respect of audit services to the Group amounting to ,£90,000 (1994: £79,500)
has been charged to expenses during the year. The amounts charged in respect of audic services to the
Company were £5,000 (1994: £5,000).

Auditors’ remuneration for non-audit services to the Group during the year was £96,451

(1994: £99,575). No non-audit services were provided to the Company (1994: Lnil).

25. Pensions costs
"The Group operates pension schemes of the defined benefit type in the UK and Australia, and of the

defined contribution type in Canada.

The total pension cost for the Group was L2,271,000 (1994: ,{:2,031,000) of which £354,000
(1994: £,298,000) relates to the overseas schemes. The costs relating to the UK funded schemes which
cover 98% of the UK employees are assessed in accordance with the advice of a qualified actuary using

the Projected Unit Method.

The latest actuarial valuation of the UK Scheme was 1s¢ July 1994. The most significant assumptions were
that investment return would be 8.5% and the salary increases would be 7.0% p.a. and that the rate of

discretionary increase on present and future pensions would be 3.0% p.a.

In his valuation at 1st July 1994, the Actuary stated that the actuarial value of the assets of the scheme
would be £25.530,000 covering 94% of the benefits accrued to members after allowing for future
increases in earnings. The ongoing contrbution rate for the scheme will, in the opinion of the actuary,

be sufficient to elirninate the deficit over the remaining working lifetimes of the existing membership.




Directors’ Responsibilities

in respect of the preparation of financial statemnents

The Directors are required by UK Company law to prepare financial statements for each financial year
that give a true and fair view of the state of affairs of the Company s at the end of the financial year and

of the profit or loss of the Company for that period.

The Directors confirm that suitable zccounting policies have been used and, except for the changes in
policies referred to on page 29 applied consistently. The Directors confirm that reasonable and prudent
Jjudgements and estimates have been made in the preparation of the financial statements for the year ended
31st December 1995. The Directors also confirm that applicable accounting standards have been followed

and thar the financial statements have been prepared on the going concern basis.

The Directors are responsible for ensuring that proper accounting records are maintained which disclose
with reasonable accuracy at any time the financial position of the Company; and the financial statements
comply with the Companies Act 1985. They are also responsible for safeguarding the assets of the Group

and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

Report of the Auditors

to the members of the Company

We have audited the financial statements on pages 23 to 39.

Respective responsibilities of directors and auditors As described above the Company’s Directors
are responsible for the preparation of the financial statements. It is our responsibility to form an

independent opinion, based on our audit, on those financial statements and to report our opinion 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 significane
estimates and judgements made by the Directors in the preparation of the financial statements and of
whether the accounting policies are appropriate tc; the Company’s circumstances, consistently applied and

adequately disclosed.

We planned and performed our audit 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 misstaternent, whether caused by fraud or other irregularity or
error. In forming our opinion we also evaluated the overall adequacy of the presentation of information

in the financial statements,

Opinion In our opinion the financial statements give a true and fair view of the state of affirs of the Group

and the Company at 31st December 1995 and of the Group’s profit and total recognised gains for the year

then ended and have been properly prepared in accordance with the provisions of the Companies Act 1985.

Q{)F?”'—‘ 4 47 AM"(

Coopers & Lybrand

Chartered Accountants & Registered Auditors
London 27th March 1996




Five Year Performance

1995 1994 1993 1992 1991
£000 £000 47000 4’000 4’000

Premium Income
Direct 140,398 127,709 116,415 117,868 113,248
Indirect treaty business 6,485 5,833 7.883 7,558 7,968
Total UK 145,883 133,542 124,298 125,426 121,216
Australia 18,486 18,244 18,316 19,663 16,246
Canada 3,981 2,793 2,393 2,064 1,411
Gross premium income 169,350 154,579 145,007 147,153 138,873
Balance on the technical account 9,518 {1,146) 1,712 (2,237) (24,029)
Provision for open years - - - (11,248) (26,582)
Investment income 14,286 6,695 5,839 8,933 6,332
Unrealised gains on investments 2,762 - - - -
Unrealised (losses) on investments - (9,466) - - -
Investment expenses and charges (233) (1,887) - - -
Profit of related services subsidiaries 1,223 729 681 307 613
Associated undertaking 1,751 1,250 1,002 900 33
i)i_minution in value of property (8,000) - - - -
Other 'charges {3,975} (2,367} (2,171) (1,549) (1.972)
Exceptional expenses - - (1,000) - (828)
Interest payable - - - - {124)
Employee share scheme - - (232) - -
Taxation (8,.201) (894) 2,378 3,059 7.884
Profit (loss) after taxation 9,131 (7,086) 8,209 (1,835) (38,673)
Dividends (3,484) (1,836) {913) - -
Transfer to (from) profit and
lIoss account 5,647 (8,922} 7,296 (1,835) (38,673}
Shareholders’ funds at 31st December 61,697 56,050 64,772 51,343 49,625
Issued share capital : 45,650 45,690 45,673 45,673 45,673
Earnings (loss} per share 5.0p (3.9 4.5p (1.0)p (26.3)p
Dividends per share o 1.9p 1.0p Nil Nil

0.5p

The 1993 and prior years figures have not been restated to reflect the current accounting policies.




.

Company Addresses

Group Head Office

1 Canada Square

Londorn: E14 5DX

Tel: 0171 739 4311 Fax: 0171 729 7682

Risk Setvices

§ Canada Square

London E14 5DX

Tel: 0171 739 4311 Fax: 0171 860 2675

Contact:

Bob Anderson - Managing Director

Collections

1 Canada Square

London E14 3DX

Tel: 3171 739 4311 Fax: 0171 860 2651

Contact:

Anthony Bushell - Managing Disector

UK Branches

Birmingham

Embassy House, 60 Church Street
Birmingham B3 2]

Tel: 0121 212 6500 Fax: 0121 233 3703

" Contact:

Mark Dawson - Regional Sales Manager
Stephen Howells - Regional Sales Manager

Bristol

4 Buckingham Court, Beaufort Office Park
Woodlands, Almendsbury

Bristol BS12 4NF

Tel: 01454 617597 Fax: 01454 617456

Contact:

Phil Mercer - Regional Sales Manager

Glasgow

5-6 Claremont Terrace

Glasgow G3 7XR

Tel: 0141 331 1088 Fax: 0141 331 1627

Contact:

Danny Greechan - Regional Sales Manager

Leeds

St James Housc. 28 Park Place

Leeds LSt 2SP

Tel: 0113 234 1808 Fax: 0113 234 2027

Contact:

Nevitle Naylor - Regional Sales Manager
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London

1 Canada Square

London Et4 5DX

Tel: 0171 739 4311 Fax: 0171 860 2847

Contact:
Philip Prnty - Regional Sales Manager
John Lord - Regional Sales Manager

Manchester

Maclneosh House, Market Place
Manchester M4 3AF

Tel: 0161 832 3676 Fax: 0161 833 2645

Contact:

Tim Lowe - Regional Sales Manager

Overseas Offices

Australia

Head Office

6th Floor, 31 Queen Street

Melbourne, Vic, 3000

Tek 00613 9612 1777 Fax: 00613 9614
7245

Contact:

Peter Graham - Managing Director

Brisbane

Level 11, 80 Albert Street,

Brisbane, Queensland 4000

Tel: 00617 3221 2323 Fax: 00617 3220 0242

Syduney

Level 6, Educom House

1 Elizabeth Plaza

North Sydney, NSW 2060

Tel: 00612 9957 6247 Fax: (0612 5957 1865

New Zealand

Level 25, 151 Queen Street

Auckland, New Zealand

Tel: 00649 373 5016 Fax: 00649 3735008

Contact:
Charles Sampson - Manager

Canada

Head Office

331 Cooper Street, Suite 707

Ottawa, Ontario, K2P 0G5

Tel: 001613 235 9511 Fax: 001613 235 0329
Montreal

1200 McGill College Ave, Suite 1100
Montreal, Qucbec, H3B 4G7

Tel: 001514 393 1773 Fax: 001514 393 1430

Toronto

2085 Hurontario Street, Suite 507
Mississauga, Ontario, L3A 4G1

Tel: 001905 615 9030 Fax: 001905 615 9123

Contact:

Tom Leonard - Executive Vice Presidens

Vancouver

999 Canada Place, Suire 404

Vancouvcer, British Columbia, V6C 3E2

Tek: 001604 687 6703 Fax: 001604 689 8491

France

c/o SFAC

1 rue Euler

75008 Paris

Tel and Fax: 003314 070 3393

Contact:
Julien Fosscz - Director French Qffice

Italy

via Bazzoni No 12

20123 Milan

Tel-: 00392 4800 3138 Fax: 00392 4800 1372

Contact:
Claudio Pastorini - Director Italian Qffice

Trade Indemnity - Heller e
Commercial Finance Ltd. k
Park House, 22 Park Street

Croydon, Surrey CR9 1RD

Tek 0181 681 2641 Fax: 0181 681 8072




