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The Directors have pleasure in presenting the Report
and Accounts of the Association for the year ended
20th February 1999.

Principal activities

The Association’s principal activities dunng the year
continued to be the insurance and reinsurance of war
and related risks which are excluded from the

standard manne policy.

Review of the year

The Combined Group's reisurance was renewed at
20th February 1998 on the expiring rates; the
Association’s own rates of advance contribution
therefore remained unchanged, as did the rates of
reinsurance premioum paid to the Association by the
Canadian Shipowners Mutual Assurance Association.

At the end of the year the contingency fund stood
at £5.18 million, up from £5.13 million the previous
year.

No claims were reported during the year by any of
the clubs in the Combined Group.

The total value of ships entered at the close of the
year 'was approximately £3.6 billion, of which
remnsured Canadian ships represented approximately
£1.25 billion.

Future developments

The Association will continue to pursue its existing

activities.

The Standard Steamshiz Owners’ Mutuai War Risks Assadiatoen Limiied 31

Report of the Directors

Directors

The Directors of the Association are as shown on
page 2.

Mr. I J.C. Habgood retires by rotation in accor-
dance with the Articles of Association and, being

cligible, offers himself for re-election.

Investment

Your Board has established investrnent guidelines to
ensure the prudent and conservative management of
the Association’s reserves. They ensure that the assets
are suitable and are adequately diversified.

The year saw significant volatility in both bond and
equity markets, but it ended with bond market yields
at levels not seen since the 1960s and equity markets
at record levels. An overall return of 10.4% was

achieved on the Association’s funds.

Year 2000 and the Euro

Testing of the Association’s own business critical and
non-crtical systems, along with any necessary
remedial action, will have been completed by the
middle of 1999. A contingency plan is also being
prepared and will be validated to ensure business
continuity in the unlikely event that the
Association’s, or external suppliers’, systeins fail
during the 1999/2000 roll over.

The Association intends to treat the Euro as it
would any foreign currency and therefore does not

expect to incur any costs as a result of its introduction.
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Report of the Directors Continued

Statement of Directors’ responsibilities

The following statement, which should be read in
conjunction with the anditors’ statement of anditors’
responsibilities set out on page 6, is made for the
purpose of clarifying the respective responsibilities of
the Directors and auditors in the preparation of the

Accounts,

Company law requires the Directors to prepate
Accounts for each financial year in accordance with
the provisions of the Companies Act 1985 applicable
to insurance companies. In preparing those Accounts

the Directers are required to:

e select suitable accounting policies and then apply
them consistently;

» make judgements and estimates that are reasonable
and prudent;

o state whether applicable accounting standards have
been followed, subject to any material departures
disclosed and explained in the Accounts; and

+ prepare the Accounts on a going-concern basis
unless it 15 Inappropriate to presume that the

Association will continue in business,

The Dhrectors are responsible for keeping proper
accounting records which disclose with reasonable
accuracy at any time the financial position of the
Association and which enable them to ensure that the
Accounts comply with the Companies Act 1985.
They are also responsible for safeguarding the assets
of the Association and hence for taking reasonable
steps for the prevention and detection of fraud and

other rregulanties.

Auditors

Following the merger of Coopers & Lybrand and
Price Waterhouse from 1st Tuly 1998, Coopers &
Lybrand resigned as auditors in favour of the new
firm PricewaterhouseCoopers, and the Directors
appointed PricewaterhouseCoopers to fill the casual
vacancy created by the resignation.

A resolution to re-appoint the auditors,
PricewaterhouseCoopers, will be proposed at the
Annual General Meeting.

By order of the Board,

J.C. Gogge

Secreta

8th June 1999
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Auditors” Report

1o the Members of The Staudard Steaniship Owners’

Mutual War Risks Association Linited

We have audited the financial statements set out
on pages 7 to 14 which have been prepared under
the historical cost convention (as modified by the
revaluation of investments) and the accounting

policies set out on pages 11 and 12,

Respective responsibilities of Directors and
Auditors

The directors are responsible for preparing the
Annual Report, including as descnbed on pages
ard-4, the financial statements. Cur responsibilities,
as independent auditors, are established by statute,
the Auditing Practices Board and by our profession’s
ethical guidance.

We report to you our opinion as to whether the
financial statements give a true and fair view and are
propetly prepared in accordance with the Companies
Act. We also report to you if, In our opinion, the
directors’ report is not consistent with the financial
statements, if the association has not kept proper
accounting records, if we have not received all the
information and explanations we requrre for our
audit, or if information specified by law regarding
directors’ remuneration and transactions is not

disclosed.

We read the other information contained in the
Annual Report and consider the implications for
our report if we become aware of any apparent
misstaternent or material inconsistencies with the
financial statements.

Basis of opinion

We conducted our audit in accordance with Auditing
Standards issued by the Auditing Practices Board. An
audit includes the examination, on a test basis, of
evidence relevant to the amounts and disclosures in
the financial statements. It also includes an assessment
of the significant estimates and judgements made by
the directors in the preparation of the financial
statements, and of whether the accounting policies
are appropnate to the Association’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 matenal
misstatements, whether caused by fraud or other
irregularity or error. In forming our opinion we also
evaluated the overall adequacy of the presentation of
the information 1n the financial statements.

Opinion

In our opinion the financial statements give a true
and fair view of the state of affairs of the Association
as at 20th February 1999 and of its surplus, total
recognised gain and cash flows for the year then
ended and have been properly prepared in
accordance with the Companies Act 1985,

‘/f)r r\(,,\v.;(,.ﬁ.[/g\/ 4 Gz‘,i;p-_(

PricewaterhouseCoopers
Chartered Accountants and Registered Auditors

London

8th June 1999
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Income and Expenditure Account

far the year ended 20th February 1999

1999 1998
Notes £000's £ 000's

Technical account-general business

Income
Gross premiums written including contributions 3 167 156
Q10 (220)

-

Qutward reinsurance preniums

Eamned premiums, net of reinsurance 57 (64)
Allocated investment return transferred from
the non-technical account 200 219

Total income 257 155
Expenditure

Claims paid - 2
R einsurers’ share 3) -

Net claims paid (3) 2

Change in provision for claims - -
Reinsurers’ share - _

Change in net provision for claims - _
Claims incurred, net of reinsurance 3) 2
Net operating expenses 5 207 209

Total expenditure 204 211

Non-technical account

Balance on general business technical account 53 (56)

Investment income 6 576 349
Exchange losses (126) 2n
Investment expenses and charges including

losses arising on realisation of investinents (3 (6)
United Kingdom corporation tax 7 (245) (103)

200 219
Allocated investment return transferred to the
general business rechnical account (200) 219

Excess/(deficit) of income over expenditure
transferred to/(from) contingency fund 53 (56)

The income, expenditure and results for the year are wholly derived from continuing activities.
There is nto material difference between the inconte and expenditure figures stated and the historical cost equivalent.
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Contingency Fund

for the year ended 20th February 1999

Balance at beginning of year
Transfer from/(to) non-technical account

Balance at end of year

1999 1998
£000's £ 000's
513 5,187

Statement of Total Recognised Gains and Losses

for the year ended 20th February 1999

Transfer from/(to) non-techmcal account
Movement in revaluation reserve

1999

£000's

53
132

1998
£000's
(56)
76

185

20
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Balance Sheet

20th February 1999

1999 1998
Notes £ 000's £ 000's

Assets

Investments
Other financial investments 9 4,914

Debtors
Debtors arsing out of direct insurance operations 1 1

Other debtors _ ~

Other assets
Cash at bank and in hand 853 287
Prepayments and accrued mcome 87 122

940 409
Tomlmm 5’855 51442
Uabdmes
Reserves

Revaluation reserve 10 249 17
Contingency fund 5,184 5131

5,433 5,248

Technical provisions
Claims outstanding - gross open year funds - -

Balance available to meet cutstanding and

future claims 5,433 5,248
Creditors

Creditors arising out of direct insurance operations - -
Other creditors including taxation 368 62
368 62
Accruals and deferred income 54 132

422 194
Total liabilities 5,855 5,442
D.).C. Habgood Director /;&/é’ TG i mmap
& —
G.D.5. Dunfop Director
Charles Taylor & Co Limited Managers

8th June 1999

£ o TRLES (AMLOC # Co RLHETES
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Cash Flow Statement

for the year ended 20th February 1999

Operating activities
Net cash inflow from operating activities
Taxation paid

Notes £000's

1 79

Lash flows were invested as follows
Increase/{decrease) in cash holdings
Net portfolio investments

Fixed income securities

Equities

Net investment of cash flows

Movement in opening and closing portfolio investments

Net cash inflow/(outflow) for the year
Portfolio investments

Movement arising from cash flows
Changes in market values

Total movement in portfolio investments
Portfolio investments at 21st February 1998

Portfolio investments at 20th February 1999

(2,188)

1,498

(124)

566
12 (690)

(915)
858

(24)
572

5,319

5,767

(57)
81
24
5,295

5,319
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Notes to the Accounts

1. Constitution

The Association s limited by guarantee. The members of the Association are liable for their rateable proportion of any
deficiency of claims and expenses in excess of contributions and the Board of Directors decides whether any surplus is

retained in the contingency fund for the purposes of the Association or returned to members,

2. Accounting Policies

The Accounts have been prepared in accordance with applicable accounting standards in the United Kingdom and with
Section 255 and Schedule 9A of the UK Companies Act 1985 which includes the requirements of the Companies Act
1985 (Insurance Companies Accounts) Regulations 1993 (“the Regulations™).

The Regulations use “Profit and Loss Account” as a heading, which s replaced by “Income and Expenditure
Account” throughout these Accounts consistent with the mutual status of the Assoctation. All references to Income and
Expenditure Account in these Accounts have the same meaning as Profit and Loss Account in the Regulations. The
contingency fund represents the free reserves of the Association and is established in accordance with Rule 32 of the
Rules of the Association.

A summary of the more important accounting policies, which have been applied consistently, is set out below.

{a) Busis of accomnting

The financial statements are prepared in accordance with the historical cost convention modified by the revaluation of
certain assets as required by the Regulations.

tb} Fund basis

The transfer to or from the contingency fund is determined using a fund basis of accounting as the Association is unable
to obtain sufficient information in respect of claims of the open policy years and the Directors do not believe the annual
basis is appropriate. Under the fund basis premiums and claims are allocated to each policy year beginning 20th
February, the results of which are determined and reported when the policy year is closed. Each policy year is regarded
as closed after two years of development, at which time any surpluses are recogmsed. Deficiencies on open policy years
are provided for as soon as they become anticipated.

(1) Contributions and addirional prenuums are credited to the Income and Expenditure Account as and when charged
to members. Contributions for periods after the Balance Sheet date are treated as prepaid and not included in the
Income and Expenditure Account.

{ii) The insurance fund is included within the technical provision for claims outstanding and is assessed after making full
provision for the estimated ultimmate costs of all claims, including the related expenses, whether reported or not, in
respect of each policy year. The level of the insurance fund is established using statistical projections of the amounts
which the Association expects the ultimate settlement of claims will cost, based on the current facts and circumstances.
Account s also taken of estimated future contributions and premiums, including supplementary contributions receivable.
{111) Claims mncurred comprise ali claims passed by the Board, advances made on account of claims and related expenses
paid in the year including the Association’s share of claims under pooling agreements and changes in provisions for
outstanding claims of closed policy years, including provisions for claims incurred but not reported and related expenses,

together with any other adjustments to claims from previous years and any deficiency ansing from open policy years,
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Notes to the Accounts Continued

fe) Reinsurance preinfums

R einsurance premiums include premiums paid in respect of the reinsurance agreement with market underwnters.

td} Interest and invesiment income

Interest on fixed-interest securities and bank deposits 1s included on an accruals basis.

fe} Profie and loss on sale of investinenis

Profits and losses on sales of investments are included when realised.

i} Investmenis

The investments held by the Association have been disclosed at market value in the Balance Sheet to provide a more
appropnate valuation considering the type of investment held. The difference arising on the revaluation of these
investments has been transferred to a revaluation reserve fund and shown separately in the Balance Sheet.

iy} Foreignr correncies

Assets and liabilinies 1n foreign currencies are translated at the Sterling rate of exchange at the Balance Sheet date.
Revenue transactions in foreign currencies are translated into Stetling at the rate applicable for the week in which the
transaction took place. Exchange differences are included in the Income and Expenditure Account.

th) General administiation expenses

General administration expenses, including the Managers’ remuneration, are included on an accruals basis.

i Taxaticn '

Taxation provided is that which became chargeable during the year together with deferred taxation {calculated by the
Liability method) on all short-term tming differences.

i Allocation of investinent return

All investment returns are allocated to the techmnical account.

3. Gross premiums written induding contributions 1999 1998

£000's £000’s
Annual contributions 162 156
Adjustments for previous policy years 1 -
Annual premiums 4 -
Adjustments for previous policy years - -
Total gross premiums written including contributions 167 156
4. Qutward reinsurance premiums 1999 1998

£000's £ 000's
Annual premiums 190 266
Adjustments for previous policy years (80) (46)

Reinsutance premivns paid 110 220
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5. Net operating expenses 1999
£000's

1998
£ 000s

Administrative expenses

Managers’ remuneration 170
General administration costs 22
Directors’ fees 3

Auditors’ remuneration - audit

169
23

Auditors’ remuneration - other services 6
Net operating expenses 207 209
6. lavestment income 1999 1998
£000's £ 000's
Income from equities 4 -
Income from fixed-interest securities 285 322
Deposit interest 10 21
Gains ansing on realisaton of investments 277 6
Total investment income 576 349

7. United Kingdem corporation tax 1999
£000's

1998
£ 000's

ébrporation tax at 28.3"/;.7(1998 257%) o 181

103

Under provision 1n prior years 64 -
Corporation tax 245 103

Corporation tax 1s charged on the Association’s investment income. The mutual activities of the
Association are not subject to corporation tax.

8. Directors’ emoluments 1999
£000's

1998
£ 000's

9. Dther finandial investments 1999 1998
£000's £ 000's

At market value
Debt securities and other fixed-interest securities 3,166
Shares and other variable-yield securities and unit trusts

Total investments at market value 4,914

1,748

Af cost

Debt securities and other fixed-interest securities 2,958 4,914
Shares and other vadable-yield securities and unit trusts 1,707 -
Total investments at cost 4,665 4,914

comprise readily tradable mutual funds made up of listed securities.

1999
£000's

1998
£ 000's

Debt securities and other fixed-interest securities 3,166 5,032
Shares and other variable-yield securities and unit trusts 407 -

3,573

5,032
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Notes to the Accounts Continued

10. Revaluation reserve 1999
£000's

1998
£000's

Balance at beginning of year 117
Movement ansmg on revaluat:on 132

41
76

Balance at cnd of year 249

117

11, Net cash inflow from operating activities 1999

£000's

1998
£000's

Excess/(deficit) of income over expenditure 53
Change in provision for claims -
Reinsurers’ share -
Taxation 245
Net realised (gaing)/losses on sale of investments (273)
Decrease/{increase) in debtors 35

Increasc in credltors 19

1\*et fash ugﬂow ﬁom opemrmg amwnes 79

12. Portfoiio investments 1999

Purchase of fixed-income secunties 1 518
Purchase of equities 1,498
Sale of fixed-income securities (3.706)
Sa.le of equmes -

1\' r cash ﬂaw on porﬁ)lm investments (690}

13. Movement in cash, portfolio investments and financing 1999

Cash in hand, at bank
Balance at 21st February 1998 287
Cash ﬂow 566

Ba!ance ar 20!‘}1 Fcbruary ?999 853

Frxed-mcome secutities

Balance at 21st February 1998 5,032
Cash flow (2,188)
Changes to market valuc 322

Balame at 20th Fcbmary 1999 3,166 ,

Eqmrrm

Balance at 21st February 1998 _
Cash flow 1,498
Changes to market value 250

£ 000’s

£000's

Balance at 90rh Fcbmary 1999 1,748

(56)

103
“
(29)

21

1998
£ 000's

1, 696

(838)
858

1998
£ 000's

1,202
(915)

287

4,093
858
81

5,032



TO ALL MEMBERS

Dear Sirs,

The Standard

8th June 1999

ANNUAL REPORT AND ACCOUNTS
FOR THE YEAR ENDED 20TH FEBRUARY 1999

This year’s Report and Accounts are set out on the following pages, together with the

Notice of the Annual General Meeting.

This is the fourth year that the Accounts include the P&I Class. However, owing to the
reinsurance arrangements of both the P&l and Defence Classes, the Report and Accounts
of Standard Europe do not give the full picture of the affairs of either Class. The full
picture will be seen in the Report and Accounts of Standard Bermuda, Standard Europe’s
parent, which will include the consolidated P&I and Defence Class positions.

The Standard Bermuda Report and Accounts will be published in early August and will be

sent 1o all members.

Yours faithfully,

AN

AJ. GROOM
Director
Charles Taylor & Co. Ltd

The Managers” London Agents Charles Taylor & Co Ltd

International House, T St Katharine’s Way, London E1 9UN

Telephone 0171 488 3494, Fax 0171 481 9545, Telex 883555 Adno G
Registered in England No 2561548

The Standard Steamship Owners’
Protection and indemnity Association (Europe) Ltd
Registered in England No 17864
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com%znmes HOUSE 30
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Notice of Meeting

To the Members of The Standard Steamship Owners’
Protection and Indemnity Association (Europe)
Limited

Notice is hereby given that the one hundred and
Sixteenth Annual General Meeting of the Members
will be held at International House, 1 $t. Katharine's
Way, London E1 $9UN on Thursday 25th November
1999 at 9.35 am.

Business

To adopt the Report and Accounts.

To re-appoint PricewaterhouseCoopers as Auditors,
and to authonse the Directors to fix their

remuneration,

To elect Directors to replace those who retire in

accordance with the Articles of Association.
Any other business,
By order of the Board,

1.C. Godiky

Secretary

8th June 1999



