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FINANCIAL HIGHLIGHTS 2

Premium incomeafter reinsurance A£5,572m

Operating profic before taxation and loss on

termination of activities £3lm
Proficattributable to shazeholders £229m

Operating earnings per share 20p .
Netassets per ordinary share 270p

Dividend per ordinary share 22.63p
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PREMIUM INCOME — GEQOGRAPHICAL
before reinsuraree — -{6,854m

e
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United Kingdom £2820m_
Continental Europe LL737m
North America Lu732m |
QOverseas £556m

PREMIUM INCOME—LIEE & GENERATL
before reinsurance — £6,854m

Life L1971m___ \'

o

Generzl £3,883m ] X W

OPERATING PROFIT BEFORE TAXATION AND
LOSS ON TERMINATION OF ACTIVITIES — {218

Life PAELO N
Non-life L9%m
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Chairnan’s statement

reporting life profits and the Group will
continue to play a full role in the continuing
discussion. Contemporancously wich this
report weare publishing a supplement
setting out an alternative approach to the way
inwhich we have historically shown those
profits in our accounts, This alcernative
approach to calculating profitsis based on
embedded value methodolegy. Inourown
caseithas to take account of the spread of the
Group’s life business, which is wider than
with most United Kingdom companies, and
variations in local conditions; #=d further

modification may be called for.

Dividends /
Acthe time of the half-year results your directors
made an exceptional increase in the 1993
inteditn dividend and offered a 50% enhanced
scrip dividend aleemnative. In considering the
amount of the final dividend, your directors
have Jooked at the rate of ordinary dividend for
the yearasa whole, on the capital asinereased
following the dgbts issue and theissue of new
shares under the snhanced scrip option. The
effect of the bonus elementin the new shares

issued would equate the rate declared for 1992 of

2433p pershare toa rate of 22.63p per share.
Taking accountof the improvementin the
Group's restlts and its future prospects your
directors now recommend a final dividend of
9.75p per share making 24.85p pershare for
1993 asa whole and representing anincrease
of 2% over the amount declared for 1992and
10% after adjustment for the bonus elemnent

of sharesissued in 1993,

Corporategovernance and Board remuneration
I mentioned in my 1992 stacement che
increasing burden carried by the
independent directors, 2s we intend in che
future torefer to the non-execudve members
of the Board. This derives both from the
complexity of the issues they are called upon
to address and the responsibilicy inherentin
their statutory role, which has been
accentuated by the recommendations of the
Cadbury Committee, We continue to believe
that the business of the Board is best handled
witha small numberof directors, of whoma
clear majority should be independent
individuals of high standing in their own
fields. In order to ensure thar the Groupcan
offersuch individuals remuneration
commensurate with their responsibilities and
work-load, a substantial increase iscatled for
in their fees, which fave n:mm:m:d
unchanged sinceJanuary 1990. From the
beginning of thisyear, therefore, the
directors' fee has beenraised from £12,500
to 20,000 peranmyrn whichisalevel we
propose to maintin forthresyears. Trisalso
reltvantto peintout that fromdhisyear che
fees havebecomenon-pensionsble,
Inorderto takeaccountofthese increases
and to giveourselves some margin forthe
future,aresolutionisheing proposed for
approvalatthe Annval Genezal Meesing,
increasing theaggrepare limit for
independentdirectors remunerstionto
500,000 from the presenteeiling of
£250,000 peranmur which wasfixed in 1987,
Aswas thecaselast year, Note S on the

accoums shows che breakdoomborveentdhe
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Niclolas Baringwith Tony Brend (/i) wheo
retindas Clief Evecutive on 31 Decersber 1993

various clements which go to make up the
total remuneration of the executive directors.
As will be evident from the figures, the

Board decided on the recommendadon of the
Remuneration Committee that following

the improved finzncial performance of the
Group in 1993 the executive directors’
petformance-related bonus should be

increased.

Board changes

Theyear end marked the handover of the
Group ChiefExecutive responsibility from
Tony Brend to John Carterand che
appointment of Peter Ward as an executive
director, whomwe welcome asa memberof
the Board.

Following service with the Royal Marines,
TonyBrend spent his entre working life with
the Group including eight yearsas Chief
Executive. He returned to Londonatthe
beginning of 1986 following perdods of
scrvice as Chief Executive in Australia and
subsequently the United Stares. The
re-cstablishmentof Commercial Unionasa
leading member of the group of United
Kingdom based composite insurersowesa
greatdeal to the dedication, wisdomand
resolve which he hasshownas Chief
Executive. The Group has benefited
enormously from his determinationin
concentrating the Groups attentiononour
business objectives. We wish himalongand
happy retirement.

John Carter;whotakesover,alsohasan
outstanding record with the Group.

including aspell of five years in charge of our
United Kingdom operations, Under his
leadership, togecher with the suppore of
Peter Ward and Tony Wyand, sharcholders
can expect 2 continuation of the Group's
previous strategy.

At the end of the year, Sit MartinJacomb
retired from the Board of which he had been
2 member since 1984 including five years as
Deputy Chairman. We shall miss his
unrivailed breadth of experience asa lawyer,
merchant bankerand company director. He
hasmade 2n outstanding contribution to the
Board and we wish him well for the future.

Conclusion
The Groupinade progress overall in 1993;
there Is scope for furcher improvement,

. particularly in those parts of our business
which haveyet to produce results up to the
standard which we have set ourselves. The
Boadisgrarefil comanagementand saaff for
their connibution to whathasbeenachieved
so farzTam confident thar, with their
rmaintined efforts, the Groupis well placed
tocontinueitsadvancein 994,

NHBARING CHEARMAN
28 Febroary 1994
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Chief Bxecutive’s review

Lam pleased, in tny first review as Chief Executive, to report that the Group’s
objective of increasing shareholdervalue by a further improvement in the
profitability of general insurance trading and the careful expansion of our
businesses was achieved in 1993, Pre-tax profits from continuing activities

increased by £ 187m to £ 218m, total premium income grew by 6% to £.5,970m
and shareholders’ funds reached a record level of £ 2,529m.

Lifeassurance
4 he Group's important life business
is becoming increasingly
- international; in addidon to our
two substantial lifc operadons in the
Netherlands and the United Kingdom, we
now operate in nine other countries following
the commencement of business in Turkey
duting 1993, We also have interests in che life
business written by our associated companies
in the Republic of Ircland and South Africa.

Johr Cartet (56), appainted o dincctor it 1987 and ChiefExecutive
infanuary 1994 .

Despite the low level of economic growth

OPERATING RESULT BEFORE
TAXATION AND LOSS ON
TERMINATION OF
ACTIVITIES ~ {m

(69}

1989 1990 1991 1992 1992

although single premiums of. ,géaam were
14% below the record levels 0£ 1992,

Life profitsincreased to £ 119m (1992
£,118m) on the conservative basis on which
they are reported, this does not reflect fully
the increased sharcholdervalue generated by
the life operations.

Action continues to be aken roreduce
our Jife expense ratios and weexpect tosee

significant progressduring 1994.

Genenlinsurance

Generalinsuranee trading results have been
depressed fora numberofyearsby
competitive pressures forcing premium zates
down whilstclaims costsincreased,
aggravated inmany tertiteriesby recession
zelated claimsand eatastrophes. During chis
period, wehave concentrated on inereasing
further thequality ofiourzisk sdlectionand
clairns contrals. Inaddition, we have redaced
expense ratios inall ouroperationsthrongh
impreved working practices, new computer

- inanumberof countries, ann 1l premiums systems and structural changes. Sines 1990,
2 fornew policies increased by 14% t0 £198m,  ourGroup genermlinsumanceadministrative
or]
o
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Chief Exeeutive’s review

expense ratio has been broughe down by 2.9
percentage points from 15.5% to 12.6% and |
expecteo see further progress in several

territories over the nextysar,
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Tory Wyand (30} appointed adirector in 1987 {righe)

GENERAL INSURANCE
EXPENSE RATIO - %
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1991 1932 1993

Ina numberofimportant markets, and

particularly in the United Kingdorm, the trading
environmentis now more fvourable, as shown
by the significantimprovement in results, and
we have takenthe opportunity to strengthenour
positdon. Overall growthin prerium income
from generalinsurance of 10% reflects both
increasesin premium rates and new business in
selected areas, Profits have been restored in 1993
asouracdons have hada pregressiveand
beneficial effect, and the worldwide non-life
profitamounted to £99m {1992 loss L87m),
" A greatly improved resultwasachievedin
the United Kingdom, Inaddition,
Continental Europe, the United States and
CU Overseas produced betterzesults,

This improving trend needstobe

maintained before retumsareadeguate for
the risks associared with thiis cyclical businiess

whilst the reduction in interest rates further
heightens che need for improved
underwriting resules.

The restoration of a2 better level of
profitability has put pressure on our
policyholders, who have had t0 face increased
premiumsand occasionally more restrictive
covers. Itis therefore unfortunate that in the
1993 Autumn Budger the Chancelior
announced thata new Insurance Premium
“Tax is to be introduced from October 1994

quatto3X-obncominme for United
Kingdom general insurance policyholders.

Managementand staff

The Grouphas beenwell served inrecent
years by the skill and commitmencofiits
manzgement and suff throughourics
woddwide operztions, many of which have
out-performed cheirrespective peer groups.

Themanagement changes introduced
from 1 Janwary 1994 have included the
establishmentof anexecutive board of
dizectors for Commexcial Union Assuzance
Corpany ple, the principal operating
subsidiary, ofwhich{am Chsfrmanand Tony
Wyand isDepuaty Chafirman Thichas
reaffirmed dhe straregic roleof the
international management team and dhe
zocountibility ofthe tergitomial execugives 2o
wmamge theirbusineses toachisve the
desired finandial ebjectivas,

Peter Wasd hasbeenappeinred zn
mRecuive ﬂircmamfrh:Gmup_Hc bringsa
wideexpesience of botk life and general
insumnce bl upduringa careerindoding
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Chief Execnitive's revietw

service in Australia, South Afres and the
United Kingdom, where he has controlled
our trading operations since 1989.

Following Peter Ward's promotion, the
United Kingdom operations, which have
grown rapidly in recent years, have been
divided into two separate businesses with lan
Reynolds as General Manager, Life, and Cees
Schrauwers as General Manager, Non-life,

Elsewhere in the Group, Michael Ford
redres on 31 March 1994 having completed
over 33 years’ service, most recently as Group
Europsan Manager, In thisrole, he hasled the
development of our operations in
Continental Europe cutside the Netherlands.
He will besucceeded by Roy Eemyp,
previouslya United Kingdom Divisional

Director, with the title General Manager,

we wisly hima
ratuemend-,

Arvold Haneock OBE retired in November

1993 as Chairman o f National Commercial
UnionLimited after 23 years of
distinguished service on the board, His
successoris Andrew Guy.

Al Ross retired in May 1993 as Chairman of
Commercial Union of Canada Holdings
Limited after 13 years of distinguished service
on the board, His successor is Mark Gunther

We wish them both well in their

retirement.

Overseas Boards

The Future
We remain committed to the policy of
providing sharcholders with real dividend

growth ona sustained basis, consistentwith

long term profitability. Our strategies rentain
focused on the continued development of our
life operations and che furtherimprovement
of the profitability of our general insurance
opetations.

"The success of our strategies will depend
crucially on providing a very highlevel of
service ina cost effective way to our client,
whecherindividual policyholders, insurance
brokers and agents orcommercial concems.
All curoperations have contdnued to set
themselves high service standardsand good
progress has been made in theirachievement,
Already weare secing the benefitsin terms of
business supportand retention. Our expense
ratio has been consistendy reduced and
further major initiatives are in progress inthe

Nethedandsand Canada to improve sexvice
and reduce expenses.

During thelate 1980’ and early 1990%,
the Group has changed from beinga United
Kingdombased general insurer withahigh
concentrationof businessin North America
andasmall lifebusiness. Today we azez major
Europeaninsurerwithagood worldwide
spread of both lifeand genersl business. This
repositioning provides uswithastong base
for the fururedevelopmentof the Groupand

LIFE PREMIUME AS % OF TUTAL

PREMIUMS AFTER REWSURANC
10
35,

i
25,

15 BTN W i b
84 85 86 87 88 8% 90 91 92 &,

EUROPEAS % OF TOTAL
BRENTUMS AFTZR REINSURANC
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Operating and financial review

he Group operating profit before

taxation from continuing

activites improved substantially
in 1993 t0 £218m (1992 L£31m) and
shareholders’ funds inereased to £2,529m at
the end of 1993 (1992 £1,501m). The strong
financial position of the Group provides an
adequate base for the future organic.

development of our business.

OPERATING PROFITALOSS}BEFORE TAXATIONAND
LOSSONTERMINATION OFACTIVITIES

1992

Lm
United Kingdom 39
Continental Europe 29
North Arerica 42
Overseas 25
o m)
Central finansing {120}
Grouptotal a
Results

Life premium income amounted to £1,895m
(1992 £:2,007mm). The reduetion in premium
income reflected lowersales of single
premium policies compared withthe record
level achieved in 1992, In contrast, there wasan
increase of 14% insales of newannual
premiums whichareof greatervaluc to
sharcholdersbreavse of their recurring nature,

Life profits amounted t0 £119m {1992
L118m). Theresult wasaffecred bythecostof
developing thenewer life operadonswhich
under presentaccounting conventions
penalises current profirs to the benefirof
future years.

General insutance premium income grew

to £4,071 m‘(1992 £3,565m), an underlying
increase of 10% after adjusting for exchange
rate movements and the consolidation of
twelve months’ results from Australia (1992
fourmonths). This growth reflected a
combination of premium rate increases and
selective new business.

There was a substantial improvementof
L 154min the general insurance underwriting
result toa loss of £277m (1992 loss £431m).
Thiswas due to the action takeninall
terzitories to increase premium rates, control
expenses and improve the quality of insurance
portfolios. The United Kingdom
underwriting loss was significandy lower ac
£57m (1992 1oss £ 162m). Elsewhere, che
United States and mmich of Continental
Furopealso produced beteer rosults, although
theNetherands wasaffected by adverse daims
expedenceand the cost of reorganising
operations whichis expected to bring
significant furtirebenefits

Investmentincome netof loan interest
increased to £ 363m {1992 £325m)which
includesa profirof £7m (19921oss £om)
fromournon-insurance activides and is
afrercharging external loaninrerestof
£27m (1992 £45m). Fuvestnent income
beachired from substanially bigher
operating cash flow, togedber withincome
ontheproceedsofthe ightsisseeinMarch.
These facrorswere pardlyoffsec by lower
interest zates, whichaze likely toremaina
factorasexdsing fixed interestsecuritiesare
wresressively re-invested. The improved
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result from non-insurance activities
reflected expense savings and becter resules
from our fund managementand
stockbroking businesses,

Associated undertakings’ earnings were
lowerat £13m (1992 £19m), following the
consolidation of Australia as a subsidiary
from August 1992. Associates in the Republic
of Ireland and South Africa produced
satisfactory profits.

The taxation charge on the operating
profit for the year ameunted to £20m (1992
£7m). The lower effective rate of taxation of
10% in 1993 (1992 32%) reflecred the
utilisation of tax losses brought forward from
prioryears, patticularly in the United
Kingdom and United States and theabsence
of an advance corporation tax write ofE(1992
£40m). Sharcholders were offered an
enhanced scripdividend asanaltematve to
receiving the interim dividend in cash which
reduced advance corporation tax payable
by £22m.

Aloss of £7m on the termination of
acevities was incurred on the cessation of
trading in Argentina and the sale of our
United States leasing company, The 1992
results have been restated to include a loss of
L7m following the termination of our
activities in Mexico,

The operating profirafter tavadonand
loss on termiration of activities amounted to
£188m (1992 £ 16m) with operating
eammings per share of 31.4p (1992 2.0p).
Including reatised investment gains of
£133m (1992 £213m), after taxation of

£76m (1992 £ 115m), the proficattributable
to sharcholders rose to £321m (1992

£229m) and earnings pershare
were 553.9p (1992 46.8p).

Ordinary dividends for the
year of 24.85p per share increased
by 2% over theamount declared
for 1992 and by 10% after
adjustrment for the bonus element
of shares issued in 1993,

There was a transfer to
reserves of £168m (1992
A 114m)after charging £ 136m
(1992 £109m) for the costof
ordinary dividends and .£i7m

(1992 £,6m) for the cost of
preference dividends.
Sharcholders’ fundsincreased
0 £2,529mat the end of 1653
(1992 £1,501m). The movement
zeflected a dse ininvestment values of
£569m, aftera charge of £110m for taxation
and minortyinterests, theaddifional capizl
raised of £430m, the improved zesultsand
LB81marising from theissuc of shares inlieu
of dividends. These-were pardy offserby the
cost of the dividendsand byareductionof
£87m from exchange, goodwilland other

IMOTSIMENts.

Cumrency movements

With the scaleefouroverseasoperations, the
Group's resultsand shareholders fondsare
sensitive 1o movementsinexchange rates. I

1993, exxchange ratemovementshad onlya

mazginal effecconzhe operating profitbefore

Peter Foster, General Manaper- Finarce (i),
Alzr Clifior, Maneping Diretor, Commercial
Union Asset Marzgemeny (eendinglend

Tenyijerd (g}
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Operating and financial review

wxation, although the movementin
sharcholders’ funds included a charge of

£ 74mafter taxation, mainlyarising from the
translation of overseas net assets,

Finaticial resources

The Groupis financed bya combination of
equity sharcholders’ funds, preference shars
capital and borrowings. The Group
structure consists of tertitorial holding
companies with ife, peneral insurance and
‘inandial s rvices subsidiaries which are
<wnitalised atlevels which satisfy local

7235 zments, At the end of 1993, L713mof
rezrs s supported the life businesses and

= 4. -mepported the general and
neo-inswairce operations, The bulk of
Groupnerassets s.e deployed in our
businessesin the United Kingdom,
Continental Europe and the United States,

TheGroupron-lifesclvency ratio {rotal
sharcholders fundsasa percentage of general
insurance premiums) rose to 62% {1992 42%)
reflecting the strong increase in sharcholders'
funds,

Operating cash flowat £702m{1992
£330m) was significantly highermainly due
to the growth in premium income and
reduced underwriting losses.

Borrowings, which havean average term
of 5 years, reduced to £294mattheendiof
1993(1992 £315m) and represented 12% of
shareholders’ funds (1992 21%), The Group
has committed loan facilities in exeessof
£350m withleading international barks,
Inaddition, the Group hasaccess to

uncommitted facilides and 2 commercial
paper progratmme supported by che highest
short-term credic ratings from both Standard

and Poor’s and Maodyss.

Investment managensent

Themajor world equityand bond markers
performed well during 1993 as incerest races
reduced and growth in the United Kingdom
and North American cconomies increased,

Non-life netinvestament purchases of
£888mwere made in equityand fived
interestmarketsin broadly equal
proportions. Total reafised and unrealised
grins on investments before taxation were
£679m ofwhich £211m related o realised
gainsand £468m to unrealised gaing. Over
the past fiveyears, realised and trealised
gainsbefore toxation have averaged £220m
{19921 19m).

Forgeneral insurance business, Insyranees
Habilifesare matched broadlywith fixed
interestinvestments, whilstshareholders'
fundsareinvestedin amixtureofordinary
sharesand properdes, Ourdisk 2sser ratio
{ordinary sharesand Pproperticscalculated zsa
pereentageofsharcholders funds)was 105%
artheend of 2993 (1992 113%).

Owerseas mon-life currency listliges and
so]v:mymngimarchvcadlymzm‘hcd by
correspending cumencyassess,

NON-LTFE INVESTMENT MIX

Fixed Frterest L376m
Orfinaryshares L2253m
Cadhdgpasis  £56m -
Property

—
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Operating and financial review

Derivative instruments are principally used
ininvestment and currency matkets as a means
of hedging investment portfolios to achieve
our policies efficiently on a global basis.

Life fund investments increased to
£17.6 billion (1992 £14.8 billion), reflecting
higher cash flow and strong growth in
investmentmarkets. There wasan,
improvement in property values in the United
Kingdom, although there was a modest decline
in parts of Continental Europe.

Management of insurancerisk

“The Group limits the rsk fromits general
insurance trading activitics through the wide
geographic spread of its operationsand the
diverse range of products underwritten.In
particular, large accumulations of exposure to
single events are earefully monitored and the
potendal cost to the Groupof catastrophe
events is controlled through reinsuzance

armangements.

Experienceand judgementis required to
determine theappropdatelevel forclaims
previsions, particularly for disease, pollution
and environmental damage claims where
ther= are significantdelaysin themetificadon
of claims and the liability and quantum are

difficuleto determine.

Fiseal comments

We welcome the publication of the
consultation documenton cqualisation
reserves and look forward tolegisladoninthe
Finanee Act 1995 which willaddress oneof

the fiscal disadvantages that UK insumance

LIFE INVESTMENT MIX

Fixed imterest
Ordinaryshares  £4640m
Cash deposits
Propenty £io1m
Morigages Eloans  £4684m

companies suffer in relation to many of their
European competitors.

Advance corporation tax remains a burden
for UK companies, such as ourselves, which
seck to camn profies in overscas markets. This
is becauseitis 2 second % chargeon such
profits when theyare disaibuted o
shareholders, The 1994 Finance Bill includes
ascheme for foreign income dividends (FIDs)
which provides limited relief fromadvance
corporation tax insuch circumstances.
Unforrunately thelegislation prohibits the
streaming of dividends to sharcholders
according to their preference fora normal
dividend or FID. Sincea FID gives the
sharcholderno tax eredit,a streaming facilicy

Iscrucial and, withoutit, webelieve che
schemehaslivdemerit
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dan Reynolds{lefi) and Cees Seiivansorens fright)

respansible respestively forlife an 3 ron.life
eperailorsin the United Kingdom, bath
appainted in January 1994, with Peter Faster
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Territorial review

United Kingdom

1 1993, the United Kingdom operations

produced a strong improvement in

profitabilicy reflecting the efforts of
management and staff and che benefits
flowing from higher premium rates inall

general insurance classes.

FINANCIAL HIGHLIGHTS
17722
Am
:Ibml  premium 2250
income
Lifeprofits 46
Non.fife 5
operating resuit
Openating profit
bearetaxation 39

Lifeassuranceand financialservices

Life profits increased to £48m (1992 £46m)
reflecting an increasein the sucplusavailable
to pelicyholders and sharcholders. Bonuses
for with profitslife and pensions policies
have been conunued arche interim zate
announced lastyear bura special reversionary
bonus wasadded 1o policies commencing in
1974 o earlier The interim reversionary and
terminai bonus rates for 1994 have been
slighdy reduced againinandcipationef
lowsrinvestment retums inan era of losw
infladon,

Total life and pensions premitmsin 1993
amounted to £396m {1992 £706m). The
1992 premiumsincluded che exceprionally
high volume of with profitsbondssold
during thatyear. Growth of 12%fn new
annual premiums increased ouernarketshare
forthisbusiness,

Theincrease reflected growing
appreciation of our financial scrength, our
with profits philosophy and an award-
winning investment pexformance. During
the year chere was good support fromour
raain distribution channels, namely, the
directsales force, appointed
representatives and, in particular,
independent financial advisers.

Theinvestment of new cash generated by
thelife funds was well spread throughout the
mainasset classes, although fixed interest
investmentrepresented the largest asset class.
Investment retuns weze strong in all the
maininvestment markets, including
propexty, which represents 10% of the life
invesunent portfolic and which showed a
nsc fortke first time in four years.

Higher compliance standards continue
wbe introduced, particularly in respect of
trainingand competence testing of sales
representatives, Whilst this absorbs
considerable dme and cost, thereare
bencfitsforpolicyholdersand forthe Group
in terms of productivityand efficiency.

"The Securitiesand Investments Board is
co-ordinsting 2 vewiew of personal pension
transfers from occupuional schemes. By
July 1994, fraims to define the criteria by
whichindisidual cases will bejudged and
kow ppropristecompensaticnwillbe
derermined if adjudged necessary. In
suticipadenefthe resuls of the review, we
have established 2 modest but prudent
provision within the life fend inzespect of

businesswritten by ous epresentatives.
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Territorial review

Unittrust sales inthe United Kingdom
iru1y roved steadily during 1993 as the low level of
interest rates cavsed investors to seek
opportunities to obtain higher retums. Suppore
for the development of the Groupss offshore
business was particulady encouraging from
newly esablished disaibution channelsin
Belgiumand Italy. Further distribution channels
were setupin Greece towards theend of 1993,
with vety encouraging results.

Generalinsurance

Premium income increased by 13% 1o £,1,751m
(1992 £1,544m) This rellected significant rawe
increases in most areas of business and sclective
new business growth, as we tookadvantage of
ourstrong matket position.

The strong premium growth seenlast year
in the household and private motoraccounts
continued into 1993,and growth-wasalso
inaintained in the commercial property,
lizpility and commercial moror classes;
however, premium increasesand volumesof
moter business, pardeularly privatemotor,
redueed towards the cnd of the year.

2Amother comparatively mild winterand lower
suhsidence costs helped to offset the costof claims
forarson 2nd thefz. Personal lines business
produced an underwriting profitof £54m {1952
less £16m)and commercial lines recorded an
underwriting loss of £17m {1992]oss £54mm).
These sesults include 2 chargeof L21mfor the
effeceon United Kingdom operationsof the
bemb damagein the City of Londonin April
1993 and a further charge of 4mwasinduded

in Group reinsurance Tetenbons.

In the London marine market, premium
rates continued che improvement which
commenced some two years ago 2nd policy
terms and condidions dghtened further,
although the new capacity at Lloyd's started to
make animpact towards the end of the year

In the Loridon non-marine market, the
hardening of reinsurance premiurms was sustained
asa resulcof the sharp reductionin capacity.

These premitum rate increases are not yet
reflected fullyin resules, particulady for
marine business where the three year basis of
2ccounting is used, and the underwriting loss
forLondon market operationsamounted to
£94m {1992 Toss £92m)-

SPREAD OF BUSINESS

Lif L596m
Geneml L1750m

Investmentincome, netofloaninterest,
amounted to £172m {1992 £ 171m) which
includesa profitof £4m(199210ss £9m)
fromnon-insurance aetivides. After
adjusting for exchange rate moveents and
the reaflocation ofcapical within the Group,
there wasadecrease ininvestmentincome of
5%, reflecdng the fallin interesz rates.

There-wasalarge increase innew fonds
available foriuvestment due osaong
growthintheoperating cach flowand the
vightsissue procesds, Investment values
benefited from growth intheeguity and
fixed inrerestmarkets as inverest rates

reduced and economic prospectsimproved.
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Territorial review

Associates

O share of the earnings of three associated policyholders and reducing costs. The
companies, Hibemian Group Public Limited operating profit before taxation of £70m
Company, Plant Safety Limited and TheBritish (1992 £78m) was achieved despite adverse
Aviation Insurance Company Limited general insurance claims experience and costs
contributed £5m (1992 £4m) to profits. incurred in the reorganisation.

Qutlook FINANCIALHIGHLIGHTS

The United Kingdom life market will besubject

. . 1992
to further change following the decision of the L
Treasury to require greater disclosure of ;{Ta‘::szm 947
comumissions and expenses. However, the o pr:
Group continues to adapt to the new Non-life
. . . . operating result 4
environment. The United Kingdom life fund -
Operating profit 78

has a very stroug financial base, an excellencwith  deferctaxation

profics performance and an attractive range of
products and services. These factors,combined ~ Reorganisation
withacommitmenttoserviceand areducing 21993, Delta Lloyd successfully introduced

expense ratio, give us advantagesina very the first phase of 2 major reorganisation
competitive environment and we expectto which will sengthenits competitive
continue to increase our market share. positionby improving serviceand reducing
General insurance trading will continue costs. During 1993, 12% of staff lefroragreed
to benefitin 1994 from pastand continuing to leave and further reductions willocour

rate increases, the provision of high levels of
service to clients, strict underwriting
standards and the tight control of claims and
expenses. Competition for qualicy business is
expected tointensify in most markets.

Continental Europe

— Netherlands

necn {IofT) rspons: operationsintheNederlonts,apprtnidin

n 1993, our subsidiary companyinthe
Netherlands, Delea Lloyd, made D42 and MidnelFond
. substandal progressin the Costs of £20m wezre incurred, mainlyin
recrganisation of its operacions with the respeceofvoluntary cady redrement,and
objective of improving service to agentsand furthercosts will beincured in 1994 asthe




Territorial review

next stages of the reorganisationate

determined.

Lifeassurance

Life and pensions business, which accounts
for some 70% of total premiums, again made
a substantial contribution to results with
profitsof £70m (1992 £65m). This result
included exeeptional costs of £9m incurred
in reorganising operations and 2 nec benefie
of £8m following a change in the
arrangements for handling a large pooled
pension scheme.

New annual premiums increased by 10%,
despite difficult economic conditions, but
new single premiums fcll by 16% from the
recordlevel in 1992

General insurance

General insurance premivms grew by 11%in
local currency terms due to rate Increases,
particulacly in motor. ‘The underwriting loss,
however, increased to £40m{19921oss
£29r) whichincluded reorganisation costs
of £11m, an increas in the costof large
commerdal fires and weather related claims.

Investments

Newlifs fand investment was directed tnainly
to fixed interest securities and mortgages and
Joans, whilst general insurance cash flow was
invested mainly inequities There wasarisein
the value of both fixed interestscouritiesand
ordinacy shates, although there wasa modest
reductioninproperty values, whichzreheld
mairly by the life fund.

- T—————————

SPREAD OF BUSINESS

Life L636m ——
General L285m

Qutlook

TheDutch economy is likely to grow slowly
in 1994 and our operations will beginto
benefit from the actions taken to improve
service and efficiency. General insurance
premium rates arc expected to continue to
improve as the market responds to poor

trading results.

Continental Burope
— QOther Territories

here wasa substandal

improvement inour resuls in

Continental Furope, outide the
Nethedands, with theoperating lossbefore
taxationreducing to £31m(199210ss
£49). Results continucto beaffected by the
costofdeveloping operations, pardeularly
life businesses, whicharenone theless

creating value forshareholders.
FINANCIALFIGELIGHIS
552
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?b!a'fymm?um -6
Fricome
Liifereenilt {9
Nanlife
woperatingresilt (14}
Opemtinpreull
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Territorial review

Lifeassurance

L

Life operations achieved underlying growth

in premiumt income of 8%, with a particularly

good increase inlraly,

Our French life company, L'Epargne de

France, produced premium income of
£309m (1992 £319m) reflecting more

difficulemarker conditions, although new

annual premiums rose by 8%.

In Italy, our life companies continued to

expand and produced anincrease in

premiums of 94% to £32m.

Qur new life operation in Poland made

anexcellentstart.

Mishael Faad (aght) rcsmonsible foreperationsin
CU Europe territerics, wharetite in Marcl1 954,
wrd Roy Kempflefi)
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Life business overall
produced aloss of £8m
compared witha loss of £5m
in 1992. This reflected the cost
of developing life operations,
particularly in italy, Spainand
Poland, and 2 reduced profitof
£5m{1992 £6m} from
France, mainly dueto
increased pressure on profic

margins.

Ceneral insurasice
Significant progresswas made

towards ourokjective of

restoring general insurance operationsto

profitability. General insurance market

conditions aze improvingard significant

premium rate increases have been

implemented. Firm acdon continuestobe

taken to control expenses, improve the

quality ofinsurance portfoliosand climinate

unprofitable business. The loss from non-life

operations declined t0 £23m from £44m
in 1992,

In France, our strict underwriting stance
resulted ina 12% reduction in general
premium income to £48manda lower
non-lifeloss of £20m (19921oss £25m),
which was achieved despite asignificanc
increase in the cost of reinsurance
protection. The resulcincluded a charge of
£5m (1992 £7m) fromour direct selling
company, Eurofi $4, reflecting the
development costs of this operation.

InBelgium, general insurance premiums
fell by 17% inlocal carrency terms, mainly
ducto the cancellation of unprofieable
business. The non-ife Ioss was reduced w0
£3m {1992 loss £Om) through siricrer
underwriting and expense controls and rate
inereases,

in Spain, generzl business premium rate
increases were implemented cansing a 7%
reductionin premium income butan
improved non-life loss of L1m {1992 loss
L2m)was achieved,

InIraly, a non-life proficof £5m (1992
Ltm)wasachieved following furher
underwrifingactionand sigoiSeant rare
inczeasesina hardening marker, with geneml

SPREAD OF BUSINESS

Lift L5 7Em —
Generl £283m - v N
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Territoriaf review

Ray Kernp (right), who assumes responsibility for opemtions in CUEnrope
territaries from April 1994, and Jehn Carser (leff)

insurance premiums increasing in underlying
terms by 3% to £61m.

In other countries, 2 reductionin the
operating loss to £4m was achicved (1992
loss £5m).In Germany, there was a strong
improvement, although the resultfrom
Swirzerland deteriorated.

Outlook

Theimproving matket conditions for general
insurance together with the firm actionwe
have taken will benefie future results,
although they will continue to be 2ffected by
the cost of developing ourlife and direct

selling general insurance operations.

North America — United States

he United States general

insurance company has

continued to benefit from the
improvements made to its operations in
recentyears whichis recognised in the Best's
rating of A. Life opcrations again made

good progress.

Anincreased operating profitof £65m
(1992 £57m) was achieved, despite difficule
trading conditions and another yeazrof very

high catustrophe claims for the industry.

FINANCIALHIGHLIGHTS

Totalpremium
income

Lifeprofits
Non-life
eperating result

Lasson termination
of activities

Opemtingprofit
beforetaxation

37

Lifeassurance

Froma relatively small bise, ourlife
company has developed strongly in recent
years, Premium income in 1693 amounted 2o
£,199m (1992 £179m) and profits increased
to £13m from £[10min 1992, Ithasa strong
financial posidon,an A+ Best’s atinganda
conservatively managed investment
porefolio, whichhasenabled irzobenefic
frem the“flight to quality by policyholders.

Ceneralinsurance

There weresome signsof modest
improvementinmarketconditions for
general insurance business, particularly in
regulated linesand areas witha kigh
expasure to caristrophes. Premium growth
of 6% inlocal currency rerms zeflected some
premium rateincreasesand our policy of
sclective expansion incertainspecialist

marketsectors, such as marine, other

1%
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Kenneth Duffp (right), resporsible for operstionsin the Unfied States, appointed in
1986, with Tary Wyand (centrc) and Alan Clifior: (Teft)

v

specialist lines and personallines in certain
states, whilst 2 cautious approach to higher risk.
classes such as long tail liability business has
also been benefidial.

Premium rates for personal lines and
commercial lines continued to show modest
increases, slightly better than the rate of
inflador.

Theimprovementin the non-life
operating profit to £55m (1992 £47m)
reflected tight expense and underwriting
controls and a reduction in claims frequency,
especially for automobile business.
Catastrophe claims of £24m (1952 £28m),
remained ata high level,

Ourresults also benefited from increasing
the business written ona voltwtary basis,
patticulacly for mator risks in Massachusetts.

"This has reduced the volume of the less
attractive involuntary business to 4% of total
premiums compared with 9% twoyearsago,

thereby reducing the impact of losses from
this business.

The statutory operating ratio of 107%
comnpared favourably with that of both the
industry and similaz companies for the third
consecutive year, reflecting che various
measures taken to improve profttabilicy.
These measures were extended during the
year with furthet steps being taken to
introduce procedures which will reduce costs
and improve service to ouragentsand
policyholders.

During 1993, Commercial Union Leasing
Corporation was sold as we concluded thatits
activities fell cutside our core insurance
operations. The loss on terminadon
amounted to /3.

Investments \
Investmentincome benefited from strong
cash flow, bur this was oftet by theeffectof
lowerinterest rates. New funds continued to
be invested mainly in high quality fived

interestsecudities.

SDREAD CF BUSINESS

Outlook

Withstrong lifeand general insurance
operations, the United States iswell placed
continue to developits business, We expecs,

intime, tosee a moregencral increase in

Ppremiumrates]eading to animprovementin

industry profitability.
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North America — Canada

he management team appointed in

1992 has taken significant steps to

improve general insurance
operatons with the emphasis being placed on
greater efficiency and improved service. The
centralisation of personal lines processing and
the transfer of data processing to the United
States operadon were significantachievements
inayear during which the ground has been
prepared for better resuls.

Whilst our total results were disappolnting

with an operating loss before taxation of £15m
(19921oss £9m), there was an improving

underlying trend in general insurance, after
allowing for the strengthening of prioryear
claims provisions and reorganisation costs.
FINANCIAL HIGHIIGHTS
1592
Am
Totalpremivm 230
incone
Liferesult 2
Nenlife
operatingrauii (1)
Cperatingreult )
beforztaxation @
Lifeassurance

Againsta background of parchy economic
growth and lowerinterest rates, life
premiums increased by 31% over 1592, This
reflected sales of annuidesand largesingle
premium contracts. Growthslowed towards
the end of the year following the
implemenradon of increased premivm rates.
Life operations produceda loss of f4m (1992
profit £2m), mainly due to acwhusiness

strain, underpricing of certain products and
losses o out of country medical mmavel

policies.

Geny Stefford {left), responsible fesopemionsin Canada,
appointedin 1992 andfokn Carzer{riphs)

General insurance
The Canadiangeneral insurance macket
continued to suffer from competitive
pressures during 1993, although marker
conditionsareimproving for certzin classes of
business. Premiumincome increased only
slighdyinlocal currency terns, owing to
compettive pressures and vnderwritng
actions !
Improved commerdial property dzims
expericnoewas pardy offsctby floodingin
‘Winnipegin Avgustand adverse proryear
climsepedience. There wasastighe

SPREAD OF BUSINESS
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improvement in the underwriting resulttoa
loss of £34m (1992 loss £35m).

Substantial progress was madein reducing
staff numbers and restructuring operations.
Further restructuring costs wete incured in
1993 and these costs offsec theinitial benefits
flowing from these actons.

Although cash flow was positive in 1993,
lower interest rates caused investment

incomae to decline.

Outlook

The Canadian market remains competitive
and subjzct to extreme weather, although
there are signs of rating improvementin
some areas. General insurance operations will
benefit from thesignificant reorganisation
that hus taken place and the maintenance of

strict underwriting controls.

Overseas

ommercial Union Overseas,
which comprises the Group's
operations in Australasia, the Far
East, Aftica, Latin America and the NearEast,
produced anincreased operating profit
before taxation of £29m (1992 £18m).
Following a review of operations, our
activities in Argentina were closed from
1 October 1993 and 2 provisionof fdmwas

made for the loss on termination of activides,

FINANCIAL HIGHLIGHTS

Total premium
income

Lifeprofits

Non.life
operating result

Lesson termination
of activities

Opentting profit
befors tacatlon

Australasia

National Commercial Union is nowan 80%
owned subsidiary and is one of the laxgest
general insurance companies in Australia. fe
hasa wide spread of business ina number of
specialist markets to complement its major
presence dhroughout Australia in the
commexcial, rural and personzl sectors. The
operaiing profitbefore taxation, wwhich
amounted to £15m, benchited fomche

maintenance of strict underwriting

disciplines, together with anabsence of major

_Jim Ratiray{eentrr), vesponsiblefornperationsintCU Querscas

Lerritoris, appeiniedin 1988.williPeter¥ard figfg) and Pliilip Clairs,

ManagingDirector, Nasionel CommerelalUnion i)

23




R TR e T A

Territorial revies

catastrophe losses, although severe weatherin
Vicroria and South Australia, produced the

highesc level of crop losses for 20 years.

Far East

The Group’s operations in the Far East
produced a substantially improved
performance withan operating profirbefore
taxation of £9m (1992 £5m). Excellent
overall results were achieved in Hong Kong,
Malaysia, Singapore and Thailand.

‘The Group hassought a licence to write
business in Indonesia and expectsto
commence operations there in carly 1994,
whileanapplication has been made toopena
representative office in China. The Grouphas
withdrawn from the Philippines, at no cost, as
no prospect was foreseen of achieving a
satisfactory return on our investmentin that

territory.

Afriea

The results from our South Afieanassociate
againmadea good contribution with ourshare
of pre-tax profitsamounting o £7m (1092
£7m). Otheroperations in Scutherm Africa
achieved improved performances. Followinga
careful review of our prospectsin West Africa,
we have disposed of ourassociated
underakings in Ghana and Nigeda.

Latin America

A reduction inthe underwriting loss was
achicved due to correcivesction tkenover
the pastyear. Latin America hasbeena
difficultarea for our relatively small
operations because of the instability inherent

in high inflationcconomies.

o
Near East

Results from this regiondeterioraced in 1993
following increased fire claims ina number of
territories, although the resulc in Turkey
continued toimprove, Qurnew life
operation in that terricory commenced
trading in 1993.

SPREAD OF 5USINESS

Australasia L20m : \

FarEast L83m \
Affica Lm Lo :
LatinAmerica A2m 4

NearEast Laom

Outleok

Ouroprrations are becoming more focused
on markers where there is greater poteatial
for profitable growth which should benefic
furure resules. The oudook for Australasiz
and the Far Eastis paricularly encouraging
and weare also optimisticabout prospects in
a numberof NearEast markets.
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Shareholderintormatdon,

FINANCIAL CALENDAR 1994
Annual General Meetiing 19 Apsil
Publication of unaudited three months results 11 May
Publicadon of unaudited six monchs results 10.August
Publication of unaudiced nine months resules 9 Movember
DIVIDENDS 1994
Ordinaryshates 1993 finaldividend — paymencdate - 17 May
1994 incetim dividend — paymencdate 17 November

8% curnulative ircedeemable preference shares — firschalf-yeasly paymentof 1994 dividend 31 Maceh
— second halfyearly payment of 199 ¢ dividend 30 Seprember

8%% curnulative irredcemable preference shares — first halfyenrly paymentof 1994 dividend 30]June
) — second kalfyearly payment of 1994 dividend 31 December

3.5% cummulative redectmble preference shares —  firschalfyzarly paymentof 1994 dividend 1July
1995

— second half-yearly paymentof 1994 dividend 1January

The above information shotld be teken enlyasaguide.

RANGES OF SHAREHOLDINGS
"The totz] number of ordinacy sharcholders at 31 Deccinber 1993 was 55,768 of whom 1,733 were resident oversess, owning
19,868,069 shares. Individuals represented 82.9% of the twral nuinber of sharcholders 2nd held 8.5% of thetotal nzmber of shares.

Rangesof Numberof Numberof
holdings . sharcholders % shares %
1— 500 19,901 357 4,701,612 08
501— 1000 14857 266 11,014,859 20
1,001— 5000 18455 331 35,823,262 6.4
5,001— 10,000 1,032 19  7,028302 13
10,001 — 25000 474 08 7,507,905 14
25,001 — 50,000 288 05 10,524,197 19
50,001 — 100,000 223 0.4 16368590 29
over 100,000 538 10 463,429,313 833

55,768 160.0 556,398,231 100.0

COMMERCTAL UNTON FERSONAL EQUITY PLANS (PEPs)

The Company has intoduced both 2 General and a Single Cowmpany Personal Equity Plan managed by i swockbroking
subsidiary, Quilter Goodison Company Lindted, These PEPs, which are open 2o both exdsting and prospective shareholders,
provide UK sesidents witha ax eficientmethod of he'ding ordinaryshares in Commurerdal Unicaple. Dividendsonsharesheld
in 2 PEP aze free fromincome taxand any gain in the valucof theshares whilstcheyare held in che PEPis frec from capicl gains
wax. For furcher Information please contact the Plan Manager by writing to Quilter Goodison Company Lireited, Exchunge
House, Primnrose Street, London EC2A 2NR or by telephoning the CUUPEP Desk on 071 600 1177,

CAPITAL GATNS TAX
Fur the purposes of United Kingdom capit] gains tax, the marketwlus of theGompanys shares on 6 Ap<il 1965 and 31 March
1982 tnay be obtained onrequest from the Seeretary at thereghstered oficeofthe Company.

ENHANCED INTERIM SCRIP DIVIDEND 1993
Foz the purpases of United Kingdomincome tax and capital gains tav, the snatker valne o 13 Octaber 1995 efordinary shares
alloteed pursuant to the cnbanced scrip dividend offer da.d 18 sptemmber 1993 was 626:95p per share

SHARE PRICE INFORMATION
Thelatest Commercial Union ploshare pricesareavailablein the United Kingdomon the Cryline tdzpheneseavics operated by
the Financial Timas, The welephone numbersare;
0891 432157 Ordinaryshares
0891 4321903 B¥¥preference shares
0391432045  BA%preferenceshares
Fzotn 1 Apal 1994, callsace charged ar36p per minutecheap ware, 49p 3 or aninuzearall other Sxmes.
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DIRECTORS

N HBARING Chairman HMElf
JGTCARTER {CSTRACHAN
RJLEFAUROUX PGWARD
PJGLLAM ABWYAND
RCHAMPEL

INDEPENDENT DIRECTORS

"The Board has 2 majoricy of independent directors, brief detmils of whomace seeoutbelows

MRNHEARING, Chairman, is 60 years of age and was appointed to the Board of Commescial Union in 1968 following the mergee
with e Nocthern & Employers Assurance Company, having been a ditectur of that company since 1966, He was appoiaced
Chairman in 1990, Mr Dacing is a directer of Barings ple, PosTel Investment Management Limited, Unilever Pension
Investimenes Limited, Chairman of the Nadonal Gallery Trustees and a member of the Coundil of the Nadonal Trusc.

MRR) L FAURDUX & 67 years of sge and was appointed to the Board of Commerdial Unfon in 1992, He is Bresident dHonnetir de I
Compagnic de SaintGobain, adirector of SaintGobain Corporation (USA), Editions du Cerf{France)and 2 memberofthe Supervisory

Board of Siemens AG (Germmny). He was Minister of Indusiry in dh Freach governmencuntd 1991 and bis Brmer directoships
include the Eurorunnel Group.

MR PJ GILAM is 60 years of 2ge and was appointzd w the Board of Commercial Union ia 1691, He Is Chairman of Asda Groop ple,
Swndard Checrered pleand TheInternational Chamber of Comenseres and s GovernoroP The London School of Econoics & Bolitel

Sdenee.

2R R C HAMPEL is 61 years of age and was appointed w the Board of Commercial Union in 1987, He is Deputy Chainman and Clief
Ececutiveof Imperial Chemical Industries PLC and 2ls0a director of British Azrospace PublicTimited Company:

PROF DRS H MEIf is 65 7e15 of age and was appointed t the Board of Comnereial Union in 1991 He is caecios professor and
Chairman of an Advisory Board acthe Free University of Ammsirdam Heisa manber of the Supervisory Boards of Interaato-Miller
NV and ObamINVin the Medizzlands and a memmber of the Aufiichemrof Deutsche Unilevee GrobH {Germany) Hewas Hrmedyan
exsqutive direetor of Unilever NV aod Undlever FLC

MRICSTRACHAN j550 years of age and was appointed o theBoard of Commercia Unionin 1992 H.nD:puinbc?Exz@uwan&n
director of The RIZ Corporation PLZ

REMUNERATION COMMITTEE AUDIT COMMITTEE

The Committze membership compdses four independent  The Committee tembership comprises three indipendent
direstors

ditecwors
N HBARING (Chainnan} 1CSTRACHAN{Chairmen)
P§GELAM MHBAING
HMEl POILIAM
[CSTRACHAN

The Remuneradon Comumitese reviews the temuneradon  The AndicComminee roviews the Grong's restils, Inzmal
policy for semior exceuuves on whick it makes  centwolandinternst audizprosedures, Groupromplisrceand
recomnmendadons to ehe Board, It specifically advises the  amyorhermatters relazed to the Companys complisnte widh
Boacd on the form and quantum of the exccudve ditectors®  smcutory and regularory isstes in conmecfon with fnandl
remuner- don to ensuze thacicreflects their conributon o and acecunting polices, xnd helds disoussons en soeh
the managetnentof the Groupand jts financial performance. matterswithche Companyiextemal audiems,

Group Company Secretary K NGRANT
Group dciuary JHWEIB HA
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Directors’ report

The dicecrors subiit their Reportand Accounss for Comimercial Union ple, together with the consolidated avcounts of the
Cormmercial Union Group of companics, for theyear ended 31 Decembzr 1993,

CORPORATE GOVERNANCE. In Deccinber 1992, the Cadbury Committee issued i roport on the financial aspeets of
corporate governance, The Board supporss the principles contained in the Cadbury Conunittee’s Code of Best Practice and since
30 June 1993 has coplied with the carrens provisions of the Code, Guidance on the application of the Code in respect of
inteenal control and going concern is awaited from the accounting profession.

DIRECTORS' RESPFONSIBILITY FOR THE ACCOUNTS. The dircctors are requited to ensuce that financial statements are
prepared for each accounting period which comply with the relevant provisions of the Companies Act 1985, in sespectof che
state of affairs of the Company and the Group as at the end of the accounting period and of the profit or loss for that period.
Suitable accounting policies have to be used and applied consistently in preparing financial statements, using reasenable and
prudent judgements and estimates on the going concern basis unlessitis inappropriate © presume that the Company and the
Group will continuc in business. Applicable acconating standards also have to be followed, with any material deparmres being
disclosed and explained. -

The directors are alsoresponsible for maintaining proper accounting records which disclose withreasonable accuracy atany
time che financial position ofthe Cornpany and the Group. Theyare also responsible forsafeguarding theassets ofthe Compary
and the Groupand for ensuring controls are in place for the prevendon and derection of frand and otherirregularides.

INTERNAL CONTROL. The Gron, maintains asystein of internal control, whichincludes aclearly documented delegadon of
authority from the Board 2 exccutive management. Defined proceduresarein place for the approval of strawgies and major
transactions, together with a systein of planning and monitoring which identifiss deviations fromapproved plans,

PRINCIPAL ACTIVITIES. Comurcreial Union pleis the holding company for the Commercsal Union Group of companies
which transactsall classes of general insurance and life assurance, other than industriallife, throughirssubsidisries,associatand
branches in the United Kingdom, Continental Europe, North America 2nd many other terriesides dhroughont the world The
Group provides a number of financial services related w its core business of insurance, indading uniz ust and Investrent
management, banking, stockbroking, private client invesanent management, trustes services 2nd persoital equity plans The
Groupalso invests in stocks, sleares, properties, morrgages and Ioans and carditson thebasiness of wnding in praperty.

REVIEW OFTHE YEAR AND FUTURE DEVELOPMENTS. These are demiled in the Chief Execnties review, theopTrting
and Snancial ceview, and the rerritorial reviews on pages 5 10 25,

RESUETS. The Groupresults for theyear are setoutin theconsolidated profitand oss acconntonpage 30

DIVIDEND, Followingthe pzynmtof:minwﬁm&iridcnﬂoﬁ5.10_pfﬂ?PZrcmmﬂE.EQﬂ)pctshutinOm'bc: 1993, thedizectors
tecommend 2 final dividend of 9.75p (1992 restated 14.03p) per ordinacy share of the Company, payableon 17 May 1994
shareholders on the wegisur at close of business on 10 March 1994. This gives = total Eividend for the yoar of 24835p
(1992 restated 22.63) per share. The amounts originally declared as interim and final dividends for 1992-were 925 and 15.10p
respectively, givinga cotal dividend for thatyear of 24.35p. The rotal costofdivid eads for 1993, inclnding reference dividends,
will amoantto £153m (1992 £i15mlcaving ,{168mml:a:n-ansfcrrcémrcuinec‘lpnoﬁts:.ndnsm[ﬂﬂmmﬁ [ £174m} UK
resident and cevmin forcign sharcholdess will be entitlad to an impooton mxcredite{6 2p (1952 .12p) pex shate arcoment
rates of taxation, making 3 gross equiivalent dividend Oz the yearof 31.06p (19923 247p) per share

DIRECTORS. The names of the directorsofthe Companyatthedate of thisreportaregivenon page 27.

Mz AL Brend and Sir MartinJacomb retired fromehe Boardon 31 December 1993,

Mr] G T Carterand MeA B Wyandzetre this year by rotaion inaccordancewith Arddle2l 0 ofihe Ardcdleof Asodaton
and, being eligible, willbe pzopased for reclection atthe Annual Genersl Meeting,

Since the lst Annual General MeedingMr PG Ward hasbccn:@pc:'mr:dmrh:l}ont&.ilnmordmccuiﬂ:.ﬁxﬁddl.ﬂ?o&bc
Articles of Association, ke will retire s the Annual General Mccﬁngan&,b&ngec’!igx‘bﬂcmiﬂbc greposed for election.

Messrs. ] G T Carter, P G Ward and A B Wyand have conmacs ofservice with a stbddiary company which, in normal
citcumstances, may be terminated by ither party on tivo years notice inwaddng.

There were no coatracs of significance subsisting doring or ar the enl of the fnandidl year @ wich 3 Jirector of the
Company was materially interes2d.

The dewils of direstors” interests in the Company's shares md prrtiontars of thelr GemsneTons o AITMNETRRS Tequiring
disclosure pursuant toscction 232 of, and schedule 610, the Gurmpanies AcT 1985 sredisciosed onjpages S6and 57.
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Directors’ report

SUBSTAN" "AL SHAREHOLDINGS. According to the registermaintined by the Company under the provisionsof section 211
of the Companics Act 1985, the Company had received notifications of the following intecests in 3% or mote of it issued
ordinary share capital, a5 2025 February 1994

% ofissued
Numnber of shares ordinary shace eapital
Mitnchener Riickversicherungs-Gesellschafe 17,296,388 3t
Sociteé Générale , 16,747,045 30t

DIRECTORS' AND OFFICERS' LIABILITY INSURANCE. During the financial year to 31 Decetnber 1993, the Company
effected insurance cover for the directors and officers of the Conpany as pezmitied by secdon 310 of the Companies Act 1985,

CHARITABLE AND POLITICAL CONTRIBUTIONS. Duting 1993, the Group gave a rowal of £213,582 (1992 £188,167)in the
United Kingdom forcharitable purposes. The Group’s charjtable and sponsorship programumes aredirceted mainly wowards the
Belds of medicine, communicy welfaze, conscrvation, sport and the arts, with a pardeular emphasis on young people. No
contributions were made to political organisations during 1993 (1992 Nill

INCOME AND CORPORATION TAXES ACT 1988, The Company is nota close company wichin the terms of the Income and
Corporation Texes Act 1988 (2s amended).

UNITED KINGDOM EMPLOYEES, (&) The average number of persons employed by the Group in the United Kingdomeach
week during the year was 9,418 (1992:9,132)
(B) The aggregace remuneration paid in the United Kingdom for the yearwas £158m {1992 £1.56m).
(C) With regard to the employment of disabled persons, the policy which the Group bas developed over several years remains
tnckanged. Full and fair consideratdon Is given to all requests for employmentby such persons, akingaccount of theapdmudes
and abjlities ofapplicants. Disabled personsemployed by the Groupenjoy thesameoppormunides ascheircolleagucs inrespecs »f
training, carcer prospects and promotion. Every effort is made to condnoe the employmentof persons who become disabled
whilstemployed by the Group, and (o provide specialised waining inappropriate cases.
(D) I is the Group's policy and practice thar selection for employrnentand promodon Is based on objective asscssmenc of
ability and expertence, free fromdiscrimination on any grounds. The Gronpsecks 1 Hoilimoe work and caree, opporanities for
employzes by the provision of a career break scheme and other flexible cnploymentoptons.
{E) The Groupseeks to ensure tharits employzes are fully sware of employment conditions snd benef through the medinmm of
an excensive Staff Manual, Regular reporss are provided on the Fension Fund. New employess receive swuctured inducen
training and adetiled inducdon handbook,
(F) Tke Group has a scr of formal agreements with the Commerdal Usion Group St Assoction which incorposates the
comimitment o consulation on matters affecting the Grotp and its empleyees in the United Kingdom. These provisions aze
used excensively.
(G)TheGroup encourages the involvementof United Kingdom employees inits performanceby wayof
(i) the Sif Profic Skaring Scheme, for which an amountof £4min respect of 1993 United Kinpdom proficwill be made
availablein 1994 and for which provisien hasbeen madein the accounts {0 amount wesalloesrediazhe Scheme inmnzspect of 1992).
(if) the Savings Relaeed Share Option Scheme, under which the wke up ofcpdonsin 1993 was 906,568 shazes {1552:1,038,853
shares),
(H) The Groupsecks rodevelopan awareness and understandingbysll emplopecs afinbusiness performanceandofiche external
and incernal fictors affecting that performance Thisis ackieved by avariety of methods, dependent ppen dizcomstnces, bar

normally comprises managementbriefing meetings withemployees, theesecfvideo presentdionsand dhe fsn e ofmxplanatory
documents and publications,

REAPPOINTMENT OF AUDITORS. It will br proposed at the Annual Genrermll Meeting this che resifing anditors, Coopers &
Lybrand, be reappointed as auditors to the Company tokeld ofice for the pesiod prescribed by secticn 3653 of dre Comnpanies
Acci1935and thatthe direcwmors be authorized 1o fix theamountofthe remuneration ofthe anditars.

Apptoved and signed onbehal folthe Board
KNGRANT  Seeretary, 28 February 1974 /

Regitee edoffice
St Helen's, 1 Undershafy, London ECIP3DQ
Registerad in England No, 2468£56
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Consolidated profitand loss account

Fer theyear enied 31 December 1993

1993

1992

* Rermred
Am £Lm Lm j‘.:l_
PREMIUM INCOME AFTER REINSURANCE
Life 1,899 2,007
General _ 4,071 .._3s6s
5970 5,572
OPERATING PROFIT
Investment income net ofloan interest(F & 171) 363 325
Underwriting resule(4) {277} (431}
Assaciated undertakings’ carnings gy 13 19
Non-life operating profit/{loss) 99 (87
Life profits(ca7) 119 118
OPERATING PROFIT BEFORE TAXATION AND LOSS ON
TERMINATION OF ACTIVITIES 218 31
Loss on termination of activities 1 ) (7 (7
OPERATING PROFIT BEFORE TAXATION 211 24
Taxation (Q& 114) (20) )]
Minorides (3) (1)
OPERATING PROFIT AFTER TAXATION {8} 188 16
Healised investment gains after taxation (25) 133 213
Profitattribut.ble to shareholders 321 229
DIVIDENDS
Preference {17) {6)
Ordinary (13) (136) (105)
(153) {113)
Transfer o reserves(284) 168 i14
EARNINGS PER SHARE (14}
Operating profit after taxation 31dp 20p
Proficateributable to equiry shareholders 55.9p 46.8p

Certain 1992 Bgures havebesn restared, s explained innote 1.

Theaccoumdng policies {identified alptabetically)on Papes37and 38 and motes fidentified mumenically) onpopes 3940 SSanran Ftepralpers efthese

accounts. Theauditors’report isen page 36,

e o A

W, - -



Consolidated statement of total recognised gains and losses

Fartheyear ended 31 December 1993

"
1993 199
Heseared
Lm Lm im £Lm
Operating profit after taxation 188 16
Total investment gains/{fosses) after taxation:
Realised (20) 133 213
Unrealised (29) 436 {168)
569 45
Foreion exchange (losses)/gains (284) (74) 130
“Total recagnised gains 683 191
Reconciliation of movements in consolidated shareholders’ funds
Forthe year ended 31 December 1993
1993 1972
Resand
Lo f=
Balance at 1 Januvary 1,501 1,210
Total recognised gains 633 191
Dividends (153) {115}
Shares in licuof dividends (284) g1 5
Incrrase in capiral (328) 430 224
Goodwill and other mavements {i3) (1)
Balance at 31 December 2529 1,501

The acccunting policics (identified alphabeticelly) on pages 37 end 38and notes (emtified numerically)or pages 39 1o 55 are 2nintegral part ofihese

accounts. The auditers eportison page 36,
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Consolidated balance sheet

At 31 December 1993
1993 1992
Regrzeed
Lm Lm
INVESTMENTS
Government securities 2,677 2,195
Debentures 963 840
Preference shares 76 54
Ordinary shares 2,253 1,302
Cash deposits 256 268
Property 367 398
Mottgages and loans 408 424
Taral investments (J, K & 17) 7,600 5481
LIFE ASSETS 15,738 13,988
Valuation of Northern Non-Participation Life fund (L) 90 90
OTHER ASSETS
Associated undertakings (N 16) 101 84
Banking and stockbroking assets (134) 661 647
Agents, companies and sundry assets (D 19) 2,397 2,289
TOTAL ASSETS ) 25,987 22,579
LESS:
LIABILTTIES ANDPROVISIONS
GENMERAL INSURANCE UNDERWEITING
Outstanding claims and provisions(c &20) 4,491 4,104
Uneamed premiums (g, E & 21) 1,694 1,546
Total general insurance underwriting 6,185 5,650
LIFZ LIABILITLES AND RESERVES 15,115 13,400
QTHER LIABILITIES
Loans(p &224) 204 315
Banking and stockbroking lizbilities (138) 490 497
Agents, companies and sundry abilities (23 1,374 1,216
TOTAL LIABILITIES AND PROVISIONS 23458 21,078
2,529 1,501
REPRESENTED BY:
SHAREHOLDERS' FUNDS .
Equity shareholders' funds:
Ordinary share capital (24) 139 112
Share premium (27) 466 63
Capital reserve{26) - 201
Retained profitsand reserves- 214 931 568
Unrealised gains oninvestments after taxation{as29) 701 265
Interestin Northern Non-Participation Life fand(r) 20 o0
2,327 1.299
Non-equity sharcholders’ funds: .
Preference share capital {25) (:-\ / 202 202

pd Pr— 2,529 1,501

Direcior

Appraved by the Board on 28 February 1994

Theaccouatinggolicies (identified alphabetically)on pages 7 2p 38 and mates (ientifiedaumericallyl o pypes 3 o en integelpart of thee
aczounts The auditors' report s on page 36.
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Consolidated life balance sheet
Ae31 Decenber 1993

1993

1992

Lim £m
INVESTMENTS
Government securities 3,519 2,765
Debentures 2,486 1,989
Preference shares 35 32
Ordinary shares 4,640 3,535
Cash deposits 334 269
Property 1,911 1,908
Mortgages and loans 4,684 4312
Total investments (§,K, 17 & 30) 17,609 14810
Investnent reserves( ) (2,708}  (1.673)
Value of investments after investment reserves 14,901 13,132
OTHRR ASSETS
Agentsand companies 701 745
Baok balances 136 11
TOTAL LIEE ASSETS 15,738 13,988
REFRESENTEDDY:
LIFEFUNDS (G, 5 & 30) 13,857 12374
OTHERLIABILITIES
OQutstanding claims and provisions 68 62
Agentsand companies 969 73
Loans (224) 221 211
‘TOTAL LIFE LIABIE ITIES AND RESERVES 15,115 13,400
Shareholders’ funds inlife companies 623 588
TOTALLIFE LIABILITIES AND SHAREHOLDERS' FUNDS 15,738 13988

The accounsting policies (identified alphabetically) on  pages 37 end I8 and notes{iden

ascounts, The auditors report iron page 36.

tified numerically)on papes 3910 55 avean imtegral pert of these
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Parent Company balance sheet

At31Decenber 1993 -
2
p o
1993 192 m
e _;52_\“ L L Lm | I’
1, (ED ASSETS
Shares in subsidiary undertakings (M, 128 & 13} 2,778 1,733 P
CURRENT ASSETS }
. Amounts owed by subsidiary undertakings 32 35
Otherassets 2 - !r}
CREDITORS: AMOUINTS FALLING DUE WITHINONEYEAR
Amounts owed to subsidiary undertakings (120 (92) i
Proposed ordinary dividend {55) (68) { 1
Other creditors ) (8
NET CURRENT LIABILITIES (150) " 1133) }'_?
TOTAL ASSETS LESS CURRENT LIABILITIES 2,628 l.c‘O’il X
CREDITORS: AMOUINTS EALLING DUEAFTER MORE THANG/INE YEAR -
Loans (226) ©9) 99 b
NET ASSETS 2,529 1,501 b
REVRESENTED B¥: -
*IAPITAL ANDRESERVES !
Equity shareholders’ funds: i
Ordinary share capital (24) 139 112 —
Share premium z7) 166 63 l
Unrealised gzins on investments {154) 1,563 1,044
Proficand lossaccount {288) 159 80 a
2,327 1,299 i
Non-equity shareholders’ funds:
Preference share capitali25) D‘\ 202 202 T
SHAREHOLDERS' FUNDS A1) / . 2,529 1,501 l
Approved by the Board on 28 February 1994

The accounting policies (entified alphabetically) on pages 37:and 38.and motes fidentified mumezally)on pages 39 20 55 are an integrel part of thee

necounts, The avditors’ report 5 on page 36.
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Consolidated cash flow statement
For theyear ended 31 December 1993

1973

1992

£m Lin £m Lm
OPERATING ACTIVITIES
Netcash inflow from operating activities (324) 702 330
SERVICING OF FINANCE
Interest paid (26) (24)
Dividends paid (83) (105}
Netcash outflow from servicing of finance (109) (129)
TAXATION
Corporation tax (paid)/recovered {including advance
corporation tax) (23} 19
INVESTING ACTIVITIES
Purchases ofinvestments, vxcluding cash deposits (4,031} (3,256)
Sales of investments, excluding cash deposits 3,143 2964
Net purchases of investments (888} (292)
Additional investment in life operations (36) (32)
Acquisitions and disposals of subsidiares and associates,
and related items (3) 24
Purchases of tangible fixed assets (33) (€3)]
Sales of tangible fixed assets 5 9
Netcash outflow fom invesdng activides {955} (332)
Net cash oudlow before financing actvides (385) (112)
FINANCING ACTIVITIES
Issue of share capital (328) 430 201
Netrepayment ofloans (328) (24) {143)
Net cash inflow from financing acdvities 4906 56
Increase/{decrease) in cash and cash equivalents (32¢) 21 {56}

The accounting policies (**  tifted alphabetieally} on pages 37 and 38 and notes (iderified mumerically) on pages 39 10 55 are an Sntegral part of these

accounts Theauditor’r,  wonpage3,
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Auditous’ reports

To the members of Commercial Union plc on the Anancial stacements

We have audited che financial scaternentson pages 30t0 35,37 to 55and 57.

Respective responsibilities of directors and anditors

Asdescribed in che Directors' report on page 28, the Company’s directors are responsible for the preparation of
the financial statements, It is cur responsibility to form an independent opinion, based on our audit, on those
statemnents and to report our opinion to you.

Basisof opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board. An
auditincludes examination, on a test basis, of evidence relevant to the amounts and disclosuresin the financial
statements. Italso includes anassessment of the significant estimates and judgements made by the directors in
the preparation of the financial statements, and of whether the accounting policies are appropriate to the
Group's circurnstances, consistently applied and adequately disclosed.

We planned and performed our auditso as toobtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence te give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or other irregy:larity or ¢rcor In

forming ouropinion we also evaluated the overall sdequacy of the presgncation of information in the financial
statemnents.

Opinion
Inouropinion, the balance sheet of the Company gives a rue and fair view of the state of the Company’s affairs
at 31 December 1993 and bas been properly prepared in accordance with the Companies Act 1985 and the

conselidated accounts have been prcpcrly prepared in accordance with the provisions of the Companies Act
1985 applicable to insurance companies.

COOPERS & LYBRAND @9?-9)5 ol M
Chartered Accountants and Registered Auditors

London
28 Februtary 1994

To the members of Commercizl Union ple onthe statementofcompliance with the Codeof Best Practice

We have reviewed the directors® statement on page 28 concerning the Company's comyplianice with the Code
of Bust Practice published by the Committee on the Financial Aspects of Corporate Governance, inso Srasir
zelates o those paragraphs of the Code which the London Stock Exchange has specified for onr review. We
carried out our review having regard to the bulletin ‘Disclosures relating rocorporate governance* issued by
the Auditing Practices Board.

Qurprocedures primarily comprised enquiry ofappropriate directorsand officersandexaminmtionofrelevant
documents. We are not required to review, and have not reviewed, the effectivenass of the Company’s
governance procedures.

Based on our review we have sadsfied oursclves thar the directors” statement appropriately reflects the
Company's comph:mccthhthes ccﬁcdparagraphs»ofm‘hc@odc.

COOPENS & LYBRAND
Chartered Accountanisand Regisieres Aw? Vors

London
28 February 1994
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Accounting policies

A. BASIS OF RESUTTS. The consolidated accounts have been prepared in nccordance withsection 2554 of, and the special provisions

telating t inswgance guir fanics 5f schedule A to, dic Companics Act 1985 and with the stateinent ofrecopunended practice on
accoundng for insurance business issued by the Associadon of Bridsh Insurers. The accountng policies adopred reflect United
Kingdotm nancial reporting standards and statements of standard accounting practice as considered appropriate for an insurance
company. As explained in note 1, cerrin comparadve figures for 1992 have been rescated to comply with new financial repordng
standacds."The balance sheetof the Companyhas been preparedinaccordanec with secdon 226 of and schedule 4 to, che Companies
Azr1bes,

The proficand doss accountrefleces all non-life incotne and ~ependiture {rogether wich life proficsduc to sharcholders), other

than items charged to provisions set up in carlier years and the following items which ace emken dircecly to reserves after taxation!
— unrealised gains and losses on invesanents;

— gains and losses on mavements in races ofexchange;
— goodwillarising on acquisition of subsidiaries, associated companics and agencies.
“The general insurance underwriting restle is determined on an annual basis, with the fllowing exceptions where iris not
possible oo cbinalt the informmation necessary o determine thatresulewidahe required degrec of cermingy:
— London market business in respece of tnarine and aviation and non-marine non-proportional reinsurance is accounted
foron a chree-year fnd basis, withany profitbeing released acthe end of the chird year;
— YTondon matket non-marine proportonal reinsurance business is accounted for on 2 deferred annual basis, with any
profitbeing relcased at the end of the second year.
Income and expeaditure of life operations is reflected in the movementsin lifs funds exceprfor:
— realiced and unrealised investmentgains and losses, together withceortain otheriterns, whichare mken direcdy to invesanceat
reserves. Transfers beween chese reserves and the movementsin life findsare madcon the advice of the Group Actuary,
~ acquisition costs which have been deferred in cectain overseas life fiunds, in accordance with lrcal pracdce.

. PREMIUMS, General insurance premiums written reflece business incepred during the year, with the exception of London
market marinc and aviadon, and non.marine peaportionalznd non-proportional reinsurance business, v hichare aczounted for
when recr”mole. Life premiums are accounted for when receivable, except for invesmrentIiuced premivms which are
accounteu for when received.

Generalinstrance uncarned premiums are those proportunsofthe premivms writen inayear dhar relaze the pericdsof
risk subsequent to the balance sheetdate. Theyare wmfumd prindpsliyon. Zerdhedailyormontly pro-Tan basis.

C. CLATMS. General insurance claims incurred comprise all laims occuring during the year, whetber reporsed or nef, together

with related adminiswative expenses, and any adjusanens to clibms oustnding fom previous years., Whezre applicable,
deductons are made for zalvage and other recoverics. Significant delays aze experienced in che norificacon of cermin general
insurance elaimms, pardeularly in respee: of Lability and snarine business, the wltmeate cost of wiich cannot be known with
cerainty at the balance sheerdare. Life claims reflect the costof all Asimsarising during ghe yeaz,

Qunstanding claims and provisions asshown in theconsolidared balanceshesterebased upon the estimazed uldimate costof
a1l dlaims incurred but potsertled atdhe date of the balance sheer, whether repored crmot, together with relazed administragive
expenses, subjectto certain claims whichare discounted. Thisdiscounting applivs in the Nethedands, o peomancarkesldaand
injury claiensand,in Belgiumand theUnited Staces to some workers” mmpmsaﬁonda:ims'inmmd:ncc withindusy practce
in those countries, Additionally, within the United Stires, cléims prowisions in sespectofcersdn business o Bonger writen are
deceemnined afier taking aceounrof the estimated fumrednvesunenteatnings frommarched assezs.

OQuestandingciaims and Zrovisionsalsoincludethe fundsinzespestof Londonmarkermarineandaviatienand nca-marice
reinsurance business.

D. DEFERRED ACQUISITION COSTS. Defirred sequisisien coss, whichareincludediin agents, comnpanicsamd sundry assers in

the zonsolidated balance sheet, representa proportion of commissiun ardotheracquisiion costs,

£, UNEXPIRED RISKS. Provision is made for any overall excessof mpected elsims and deferred acgui ifon cass cves vrearned

premitns, after taking account of invesement income expected to acise frem Envestnents held suppording geness] fnswrance
ptovisions,

T, INVESTMENT INCOME. Investmentincome comprisesinterem, dividends and reras poceivable for the yess, 2fiex eddingback

any related tax credit. Interest includes the intercstrate differensial on forward for ign exchange conmacs o degrediazion

chazge fsmoadein respectofinvestnentpropesty oeenpiedbyshe Groupsince suchpreperty sepresenm an il propordien
ofton sen,

G. LIFE PROFITS AND FUND VALUATIONS. Life profimiacerne m the Groapas arestltofannndlacrmadia] valosons oftelife

furds, whic"s 7 based on Jocal practics, suliject o movement toor fromImcstmentresemves mmodeen Theadvicenfthe Group
Acwary. The profits includedin theprofivan Hess accountars stitedheivre mxaton, withtherlare dunadon beingincluded in
the taxation chatge. Witkin the movements in life funds, the profim are stated after mxadion.

|
I
1



NOTICE OF ILLEGIBLE DOCUMENT

ON THE MICROFICHE RECORD

Companies House regrets that the microfiche record
for this company, contain some documents, which are
illegible.

The poor quality has been noted, but unfortunately
steps taken to improve them were unsuccessful.

Companies House would like to apologise for any
inconvenience this may cause
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