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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 uufortunately
steps taken to improve them were unsuccessful.

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

Companties House Is an Executive Agency of the Depattment of Trutle and Industry AWARDZD FOR EXGLLLEHCE
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1994 1993
£m £m
Premium Income General business 4,253-2 4,181-8
Long term business 8873 866-1
5,140:5 5,047-9
Profit and Loss tnvestment income 481-0 509-1
General business underwriting result {70:6} {229:0
Long term business profits 53-3 491
Property services result (100) {9:5)
453-7 3197
Interest on loans 140 159
Employee profit sharing 11-4 89
Profit before taxation 4283 294:9
Taxation 96:6 496
Profit after taxation 3317 2453
Minority interests 2.3 07
Profit attributable to shareholders 3294 2446
Dividends —preference shares 21 19:5
—ordinary shares 131-4 j24-}
Earnings per ordinary share 68-1p 50:0p
Dividend per ordinary share 29-0p 275p
Shareholders' Funds Total capital and surplus 2,1823 2,710:2
Net asset value per ordlnary share 427p 545p
Territorial Analysis General business 1994 1993
Undes. Under-
Premiurm wiiting Premium writing
lzcome Result \ngeme Result
£m £m £m £m
UK 1,520:5 2006 1,379-1 50 7
USA 1,249:0 (1t1:9} 1,342} {140-4)
Canada 5843 (736} 6277 1441}
Asia-Pacific 422:5 (17 3582 {2:0}
Europe other than UK 200-3 [15:6) 212:2 (41t
Other overscas 152-3 (12:1) 1671 {18.4)
London market bustness
incl. internal reinsurance 124-3 (46:3) 1554 {41-8)
4,253-2 (70-6) 41,1818 {22940)
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l1am pleased o report, for a second successive year,

a record pre-tax profit, At £428 million, this represents a
further improvement of £133 milllon, or 45%, over

the result for 1993, The eamings per ordinary share are
68:1p (1993; 50-0p),

The underwriting loss, at £71 million, represents 1:7% of
net premiums written as compared with 5-5% in 1993,

Dividend and Sharcholders' Funds

Your board is pleased to recominend a final dividend of 18-9p par ordinary share, an
increase of 6:2% on last year, When added to the Interim dividend of 10-1 p per
ordinary share declared last August, the total dividend per ordinary share is 29.0p
(1993: 27-5p per ordinary share), representing an Increase of 5:5%. This increase s in
line with your board's commitment to a steady and progressive dividend policy and
reflects General Accident's continting strong revenue performance.

As a result of the disappointing performance in the bond and equity markets of the
principal countries In which General Accident operates, shareholders’ funds decreased
during the year from £2,710 million to £2,182 million.

Directors and Staff

! am pleased to report that Sir Alick Rankin joined the board as a non-exccutive
director and joint Deputy Chairman on 25th January 1995, Sir Alick brings with him
invaluable experience both as Chairman and former Chief Executive of Scottish &
Newcastle ple and through his non-executive role on the boards of a wide range of other
major companies. It Is the board’s intention that Sir Alick succeeds me as Chalrman of
General Accident following my retirement at the 1997 annual general meeting.

Sir Nicholas Goodison, who has served asa non-executive director since 1987, will be
stepplng down from the board on the date of the forthcoming annual general meeting,
twould like to thank Sir Nicholas for his extensive contribution to General Accidant
over the last eight years,

On behalf of the board and shareholders | must express appreciation and gratitude
to management and staff worldwide for their effort, detaimination and commitment
during the year, without which such an excellent resvlt would not have been possible,

I 'am pleased te report that, under the terms of the empisyee profit sharing scheimes
which are based on the insurance resulls achievert by the Group in the United Kingdom
and Ireland, some 90% of insurance staff In these, territories will recelve a share of the
excellent profits recorded in 1994,

Regulatory Matters

Policyholders Protection Act

! have referred in each of the last two years to the substantisl lavy charged to our
United Kingdom general insurance business under the terms of the Policyholders
Protection Act 1975, We anticipate the announcement of a further lovy of some
£14 million in the first quarter of the current vear, increasing the total amount we
will have pald since 1992 10 some £35 million.

Pension Transfers and Opt-outs

Following extensive discussion throughout 1994 involving the Securities and
Investments Board and the life assurance industry, the Persanal Investmant Authority
has Issued a Statement of Policy on the matter of providing compensation to
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policyholders for inappropriate advice given by company representatives in cases of
pension transfers and opt-outs from occupational pension schemes. General Accldent
has a very smalil exposure in this area and we continue to believe that any liability
which may arlse is unlikely to have a significant impact on either shareholders or wilh-
profit life policyholders. We have made appropriate provision for the estimated costs
of compensation or reinstatement.

Claims Equalisation Regerves

Encouraging progress is being made towards the implementation of legislation which
would enable United Kingdom-based insurance companies to establish claims
equalisation reserves for certain classes of insurance exposed to catastrophe losses,
In good underwriting years, transfers to these reserves could be made free of tax, and
would be available for release, subject to payment of taxation, when a large
catastrophe occurs, This mechanism would assist the industry in managing Its general
insurance business to smooth undeswriting results, n addition, it would help to
remove a competitive disadvantage faced by United Kingdom general insusers, whose
counterparts in a number of important Continental European markets currently enjoy
equivalent taxation advantages. We support fully the early implementation of
appropriate legislation in this area, which will be of Lenelit to policyholders generally
and, more particularly, the United Kingdom insurance Industry.

Developing Markets

1 referred last year to the geographic spread of our worldwide business which, historically,
is divided In broadly equal parts betwesn the United Kingdom, the United States and
other areas of the world, principally Canada and the Asla-Pacific region. Whilst we do
not anticipate a significant change in this overall balance in the foreseeable future,

we look to an increasing contribution to profits In the longer term from our operations
in the developing markets, In this context, we have obtained a licence to establish a
representative office in Beijing. China, and we hope in due course to receive
permissicon to open a branch office in Shanghal. In additlen, we are actively examining
opportunities to develop our business in other einerging markets within Lhe region.

Conclusion

The extent of the recovery In our performance over the last two years, with the
achievement of successively record pre-tax results, reflects In part the exceptionaily
favourable conditions we have experlenced in the United Kingdom. More significantly,
however, It provides a measure of the benefits flowing from the actlons which the
company has been laking worldwide to strengthen the quality and profitability of

our business,

The ability to sustain superior performance depends greatly on the quality of the
service we provide to our customers and we will be mafntaining our various initiatives
in this regard. In the absence of unforseen events, we expect a further strong
performance in the United Kingdom in the current year, together with continuing
improvernents in the United States and other Important arcas of our business.
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Although 1994 was a year of significant progress for General Accident, strong worldwide operating resuits reported by the
United Kingdom insurance companies have further Increased the already high levels of competition experienced in recent years,
particularty for business of good quality. These results reflect exceptionally favourable undenvriting experience in the United
Kingdom market, due to the relative absence of catastrophe losses. specifically those arising from weather-related events,

However, the United Kingdom market was recording unprecedented underwriting losses no more than three years ago.

Taking into account the impact of these losses on the industry's longer-term performance, the difficult operating conditions
prevalling elsewhere and the uncertalnties In major investment markets, it is to be hoped that the more disciplined
underwriting approach which restored the necessary stabHity to the market will not now give way to Lhe indiscriminate pursuit
of market share,

General Accident will continue to maintain tight controls over underwriting and pricing and whilst we remaln a compatitive
Insurer, we will not underwrite risks at inadequate premiums,

United Kingdom

The more stable position in respect of claim frequency and costs which had emerged
In the United Kingdom generatl insurance market in 1993 continued last year, and
payments for weather-related events were at a considerably lower level than normally
experienced. The market has now recorded two years of satisfactory results and
emerging competition for business will resvlt in the current [avourable reluias coming
under some pressure,

It is, however, a pleasure to report for General Accident's general Insurance business
in the United Kingdom the achievement tn 1994 of a record underwriting profit.

At £200-6 millicn, this represents a further improvement on the positive underwriting
result recorded in the previous year,

Premium levels in the market for personal motor insurance reduced during 1994 as
a result of significantly increased competition and a similar trend is evident in the
home insurance market. General Accident’s personal motor business preduced in
1994 a most satisfactory underwriting profit and we continue to maintaip our
“Super Bonus™ option which benefits customers with a history of ¢laims free
; experience. Qur client base for motor insurance is stable, and we believe that the
maintepance of high standards of service will ensure that we remain in a pesition to
develop further our petsonal motor business when market conditions are Jess volatile,

From right to lefl: }
Nelsort Robertson, Group Chief Executive and
Deéputy Chief Exscullves Barrie Holder and Bab Seolt,
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Operational Review continyed

The home account had ancther very favourable year, with the absence of weathep-
related losses a major Influence on performance. The result also reflected the
attention given to assisting our customers to improve their household security
through the introduction of a no-claim bonus for contents Insurance and our
sponsorship of Nelghbourhood Wateh initiatives. During the year we launched a
further new product for home buildings and contents insurance, “l lome Classics”,
which has attracted new customers, particularly through Generat Accident Direct.

The commercial property portiolio also produced an excellent result for the year, with
an absence of maljor losses. Further encouraging progress was made in promoting our
package policles for the small commercial market sector, in which General Accident is
one of Lhe leading insurers, Pleasing results in the commerctal motor account
continued the improving trend of the previous year, following the decision taken to
concentrate on the provision of Insurance to smaller commercial fleets. The
commerclal Hability account produced an improved result, but claims arising from
occupational diseases continued to be of parlicular concern.

A number of our spaciallst businesses agaln produced excellent resuits, Attention has
been paid to the introduction of new products, particularly in areas where new
Gpportunities have emerged, During the year we were active fn promoting an annual
travel policy sold through our direct operation and we pioneered the direct marketing

"of morigage-related creditor insurance through General Accident Direct. The company
has for many years been Involved in creditor insurance, and this expericnce enabled us
to launch a product capltalising on the opportunity resulting from the Government's
preposal to reduce income support benelit for mortgage interest payments.,

With its widespread branch network, General Accident continues to glve stgnificant
support to professional Insurance intermediaries whilst accepting that, in the rapidly
changing environment, it is essential also to develop direct relationships and provide
new services to major financial institutions, We continue to introduce new
programmes for staff tralning and, following an extensive review of tech nofogy
requirements, new systems are being developed to support the maintenance of cost
elfective administration and improved service 1o our customers,

Whilst market conditions in the current period will be difficult, we remain confident
that our strategles will enable us 1o compete successfully in an environment in which
new entrants in both underwriting and distribution witl produce a wider range of
methods for customers to access general insurance, We are committed to the
profitable growth of our business whilst malntaining the underwriting disciplines
which have produced the encouraging resuits of the last two years,

United States

The United States property and casualty insurance industry experienced a decline in
performance in 1994 due to a high level of catastrophe losses, the strengthening of
reserves for environmental liability exposuces and the contiruing soft market, in
commercial lines. The Northridge earthquake and a series of winter storms in the
northeast caused approximately 514 billion In losses, addlrg 5-7 points to the
industry's operating ratio. Premium growth for the industry slowed to 37% as
compared with 6-2% in 1993.

General Accident of America recorded last year an operating ralio of 1080, which
fepresents an improvement of almost 2 points over the previous year, and measures
well agalnst a projected tndustry ratio of 109-6, Our personal automobile results
declined slightly, as improvement contlnued to be hampered by involuntary burdens
in certain States, Catastrophe losses. the high cost of catastrophe rejnsurance
protection and campetitive pric.ng continued 1o produce unsatisfactory results in both
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our personal and commercial property portfolios. Commercia! casualty business had
an opearating ratio of 100-5 due to an 11-2 point improvement in workers’
compensation lines.

Our premium income in original currency decreased during the year by 1-9%, reflecting
the impact of comective actions taken since 1992, These include programmes to
re-underwrite large sections of our portfolio, catastrophe control measures, agency
managerment programses, and continued emphasis on profitability over premium
volume, The decrease was partially offset by rating revisions, increases in business
written on nationel accounts, and planned growth in profitable areas.

The outlook for the Uniled States economy is for modest growth, Whilst there was a
further increase n interest rates early in the current year, these should eventualiy
stabllise. Annval premium growth for the industry is expecled to remain in the range
of 3% Lo 4%.

Following a strong Improvement in the underwriting result in Lhe final quarter of 1994,
the outlook for General Accident of America is favourable, as the benefits being
obtained from our agency management programmes, increased market selectivity and
various Initiatives aimed at reducing our expenses, continue o strengthen our
operations. Overall, we anticipate modest growth and further improvement in the
operating ratio in the current year.

Canadla

The strong signs of recovery which emerged in 1994 in a number of sectors of the
Canadian economy had little impact on the performance of the general insurance
market, Potential benefits of growth in premium income, deriving largely from rating
increases, were offset by the cost of weather-related losses at the start of the year and
the deterloration in experlence of the Ontario automobile insurance market.

For General Accident of Canada, the year under review was one of the most difficult in
almost ninety years of operations, with ail aspects of our business under pressure.
Underwriting results were alfected early in the year by one of the hardest winters on
record, followed by a tornado In mid-summer !n southern Quebec, In Ontario,

a requirement to Increase benefits for automobile accident victims led to a significant
increase in rescrves, Rate increases in this class require regulatory approval but

the beneflt of price increases is not immediately apparent due to the length of the
appraovai process and the natural flow through the cycle.

In the Hability market, several large court awards initially assigned paitial llability to
municipal governments. However, the inability of other parties to meet their
commitments resulted In the application of joint and several liability rules requiring
municipalities to pay the full or a larger share. Municipal associations are therefore
secking waivers of these rules and, to the extent possible, we are lending active
support to this initiative.

Qur staff In Canada carried an abnormally heavy workload during the year lo complete
the integration of the direct general insurance business of Prudential Carporation pic,
acquired In November 1992, All operations have now becn successfully inlegrated and
formal amalgamation accomplished, The return on our investment in this business
continues to be in line with expectations,

Despite the impact of the extreme weather conditions at the start of the year, Pllot
Insurance Company, which Is mainly Involved in personal lines business, recorded
good results in subsequent periods, achieving another excellent performance in 1994,

Notwithstanding some significant mergers last year, the Canadian general insurance
market remains highly competitive, with a major banking institution launching a

direct marketing Insurance subsldiary in the current year Against this background,
General Accident is considering initiatives to enhance Uie effectiverass of partnerships
with intermediaries,
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Operational Review contined

Asia~Pacific

Excellent premivm growth was recorded last year by General Accident's Asia-Paclfic
operations, The deterloration in the region’s underwriting result as compared with
1993 reflected the costs of Australla's Hunter Valley earthquake, the volcanic etuption
in Papua New Guinea, and further reserve strengthening at the end of the year,
principally in Australia.

Whilst we continue to record an underlying improvement in underwriting performance
in Australia, the pace of this improvement remains somewhat disappolnting in view of
the varicus Inltlatives we have been taking, and continue to take, as well as the relative
absence of seasonal weather losses.

Although lower than last year, an excellent result was agaln achleved in New Zealand,
where the market is becoming increasingly competitive.

It is pleasing 10 report an outstanding performance in Asla, with strong premium
growth and ar improvement in the underwriting result, Further significant prograss
was achleved in Hong Kong through selective underwriting in this changing market
and excellent results were again achleved in Malaysia and Singapore, We continue to
develop our relatively new operation in Talwan, which remalns a very competitive
market, Cur representative office in China is now established.

Europe other than UK

Conditions in many European countries remain difficult and, in some areas, there are
New competitive pressures derlving in part from the continuing implementation of
European Union liberalisation provisions, However, we have been able for the most
part to implement the necessary rate increases and other undenvriting measures.

As a result of these measures, and with benefits emerging from the comprehensive
review of our operations to which reference has previously been made, our
underwriting performance in Europe has significantly improved.

It is partteularly gratifylng to report tangible progress in France, Belgium and the
Netherlends, together with better results fn ltaly and Norway. Favourable results were
maintained n Ireland, Germany and Greece, and excellent progress continues to be
made in Portugal.

The only disappointments amongst deneraily lmproved results wete the level of
underwriting loss in Denmark, caused by adverse developments on discontinued
business, and a poor resuit In Sweden due to an exceptiona) number of large claims.

With the benefit of generally Improving market conditions and a focused regional
approach towards our activities, we have a strong base on which to build selectively
our business in Continental Europe.

Other Overseas

The underwriting performance of the other overscas terrilories reflects an overall
improvement, in spite of continued losses In South Africa. In particular, very
salisfactory results were achieved in Puerto Rico, other areas of the Caribbean and the
Middle East,

Following the re-purchase of the minority Interests, additional capital has been
provided to the South African company, strengthening 1ts financial bage and énabiing
It to concentrate on the improvement plans we have put in place for the current year,
The crime level in South Africa has not abated since the election, but there are slgns
that the market is beginning to come to terms with the situation,

Ih Brazil the introduction of the new currency and other government actions have
led to stability and a dramatic reduction In the rate of inflation. Qur operations
have benefited from these changes, producing strong premium growth and an
excellent result,

— 1) m—




Pyt

London Market

There are encouraging Indications in the marine aceount that the open 1993 and 1994
underwvriting vears will yield positive results when closed. However, following actuarial
advice, action has been taken to strengthen the marine fund against further
deterioration In old account years, The resurpence of excess capacity in international
marine markets ralses concern that the underwriting stability so recently achleved is
already being undermined, but we remain determined to restore profit to this area and
will not relax our underwriting standards.

Long Term Business

General Accident continues to support the development of a more realistic basis for
the reporting of life profits which has general market acceptance. Meanwhile, using the
same methodology as in previous years, and based on the advice of Lhe company's
actuaries, the embedded value of the company’s long term business at the end of the
year increased to almost £540 milllon as compared to £520 mitiion st the end of 1993,
despite a significant fall in investment values. This value includes long term net assets
but excludes any estimate of the value of profits arising from business to be-written in
the future,

United Kingdom

General Accident Life had a further very successful yeer in 1994, with new business
premium income increasing by 55% 10 £612 million, Single premiums were ahead by
64% to £559 million and annual premiums by 2% to £53 million. This performance,
which was achieved agalnst a background of very difficult market conditions, was
based on substantiaj success with our Portfolio Bond, new Guasanteed Investment
Bonds and a considerable increase In single premium pension business.

Slatutory profits grew by some 10% to £47 million before tax. Prudent reductions

have been made In some reversionary bonus rates and in the maturity values of life
and pensions policies to reflect recent and likely future Investment condltions, but
General Accident Life continues to rank highly in with-profits performance tables, with
a life fund which ranks among the strongest in the market.

During the year we expanded further our building society relationships, establishing
links with the West Bromwich Building Society. The Lhird party administration
contracts completed during 1993 with the Leeds Permanent and Halifax building
socleties have now commenced, and we believe that General Accident Life should
gain significantly, both through the resulting contributions to profit and a reduction
in unit costs.

A conslderable amount of work was undertaken in 1994 to prepare for the disclosure of
commission and expenses from the beginning of the current year. This was achieved
successiully, although it Is too early to assess the impact of the new disclosure
requirements on the matrket as a whole,

Overseas

Qur performance in Puerto Rico was excellent, with strong growth In earnings as a
result of steady growth in new business combined with reductions in the loss ratio for
group health business and In expenses. In New Zealand, wherte shareholder earpings
were affected by weak investment performance, there was an increase in new business,
a reduction in lapses and a further reductlon in expenses,

Qur life company in Ireland made good progress. with strong new business growth,
New business levels were, however, disappointing in France and Germany.




Operational Review continued

Property Services

After a promising start to the vear, sales volumes and house prices achieved by
General Accldent Property Services were at similar levels to those achiaved in 1993,
reflecting the overall statlc nature of the housing market.

Increases in Interest rates in September and December affected consumer confidence,
resulting in many transactions failing to complete and a deterloratlon tn the final

result for the year, An operating loss of £10-0 million was Incurred, as compared with a
loss of £9'5 million in 1993,

Good progress was made in Increasing the volumes of business generated for
General Accldent Life,

The outlook for the current year is somewhat uncertain, with recent Interest rate risos
resulting In our enlering the year behind equivalent 1994 Jevels. Nevertheless our
strategies remain focused on achfeving an Impraved result In 1995, subject to there
being no further set-backs in the economy.

Investments and Finance

Adjusted to take account of interest paid of £14-0 million (1993; £15.9 miltion}, net
investment income was down from £493-2 million to £467-0 miliion, a reduction in
orlginal currencles of 1-2%, rellecting lower coupons available on bond issues,

Following three years of decline, the trand in worldwide interest rates was reversed in
1994, In response to a series of palicy moves initiated by the Unijted States monetary
authoritles. As a result, bond markets 'ost part of the capital gains accruing In the
precading four years, with significant falls both in US long bonds and UK gilts. Equity
markets also softened as investor confidence was undermined by the changing interest
rate environment and the shifts In world money flows.

Cash flow generated by our United Kingdom general insurance operations was again
strong with the greater part directed towards bonds, New equity investment was less
pronounced, although the opportunity was taken to acquire selected stocks. Qus fife
assurance operations also provided strang cash flows, These were directed particularly
towards equity investment and the opportunity was taken to strengthen our interests
In a number of selected overseas markets.

Before distributions in respect of 1994, sharaholders’ funds fefl from £2,710 million 10
£2,335 million, a reduztion of 14%, reflecting the poor performance of major bond and
equity meitets during 1994 and in North America In particular, Disttibutions to
shareholders in the year increased from £143-6 million to £:52-% million.

Further reductions in borrowings were achieved during the year. The maturity profile of
the remaining borrowings. which are denominated primarily In US dollars, is shown in
Nole 15 on page 39.

The annual report and accounts for 1995 will be prepared in accordance with now
statutory requirements which reflect changes agread wilhin the European Union,

The regulations require the Company to change the basis of calculating and reporting
profit before tax for botl life and general insurance operations, This wiil in turn change
the structure of the revenue and profit and loss accounts, and the balance sheet,
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Conclusion and Qutloolk

Qur underwriting performance in the year under review enabled us to achieve an
operating result comfortably above the minimum required rate of return on allocated
capltal which we have previously cstablished for our worldwide general insurance
operations. A further record performance in the United Kingdom, together with
continuing improvement in the United States and Europe, mare than offset the
deterioration experienced in Canada, where our results were influenced significantly
by a serles of exceptional events. We are also encouraged by the growth in our life
assurance business, which Is making an Increasing contribution to the profitability
of the Group.

D N S N

S

Qur performance in absolute terms and relative to our competitors is ultimately
measured by the financial results which we produce, However, we wil! only meet, and
wherever possible exceed, the financial goals we set for the Company by continuing
to develop the underlying operational strengths of all our businesses. In a ¢yctical
industry, the achlevement of consistently superior results depends on continuously
developing our strategic and operational capabilities and the skills with which we
apply them to all aspects of our business,

e At R

Tt

To complement the financial petformance measures we have conventionally applied to
our business, we are increasingly extending the measutement of our progress to other
aspects of our eperations, These include the development of our technical and
professional skills, the efficiency of our business processes, the effectiveness of our
use of technology and, above all, the strength of the relationships which we are
building with our customers, Furthermore, converging customer needs and
expectations worldwide are provid ing‘ opportunities for us to transfer our knowledge
and skills across the organisation, in support of our activities in existing markets and
Lo assist our eniry into new markets. By these various means, we aim to achieve and
sustain the superior returns which will create long-term valuc for our shareholders.

As In previous periods, the start of the current year has been marked by a number of
natural catastrophes, including extensive llooding in northern parts of Europe and the
Kobe earthquake in Japan. However, General Accident’s exposure to these particular
events is minlmal and, at the time of writing, we have incurred no abnormal losses
arising from exceptlonal circumstances. Whilst we anticipate an increasingly
challenging operating environment for our United Kingdom general insurance and life
assurance businesses in the period ahead, we belleve that the various initiatives we
have taken and continue to take will ensble us once again to record good
petformances In our home markets, These, together with further gains anticlpated in
the United States, and improvements In other important arcas of our business,
particularly Canada Australia and London Matket operations, provide excellent
prospects for nur operating parformance in 1995,

Cd e

W N Robertson
Group Chief Execulive
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Brief blographical details of the Directors

The Rt Hon The Earl of Airlle, krccvo pe

is 68 years of age and was appolnted 1o the board of
General Accident In 1962, becoming Cliairman in 1987,
Lord Chamberlaln of the Queen's Household, Untl] 1984
was Chalrman of Schroders ple.

Mr L Bolton, oL

is 58 years of age and was appointed to the board of
General Accident in 1982, Managing Director of The
Alliance Trust pic and of The Second Alliance Trust plcand
a director of TSB Group pk and Scottish Financial
Enterprise.

Mrs E L Botting, cot

Is 55 years of age and was appolnted to the board of
General Accldent in 1992, A financlal adviser. Chairman of
Douglas Deakin Young Limited and a director of Trinity
International Holdings ple.

Sir Anthony Cleaver

is 56 years of age and was appointed to the board

of General Accident in 1988, Chairman of the

United Kingdom Atomic Energy Authority and General
Cable ple and a director of Smith & Nephew ple and Loral
Aerospace Systems Integration Corporation and past
Chairman of 1BM United Kingdom Holdings Limited,

MrWE Farnam*

Is 93 years of age and was appolnted to the board of
General Accident in 1991, Chalrman and Chief Executlve of
General Accident companies in the USA,

Sir Nicholas Goodison

is 60 years of age and was appointed to the board of
General Accident in 1987, Chaitman of TSB Group ple and
Deputy Chairman of British Steel pie. Past Chalrman of The
Stock Exchange 1976-1988 and of the International
Federation of Stock Exchanges 1986-1987.

Mr B Holder, roca®

Is 49 years of age and was appointed to the board of
Ceneral Accident in 1990, Deputy Chief Executive
responsible for life assurance and eslate agency operations
and group {inance,

The Rt Hon The Lord Macfarlane of Bearsden

is 69 years of age and was appointed to the board of
General Accident in 1984, Chalrman of Macfarlane Group
(Clansmany} plc, United Distiliers ple, American Trust ple
and the Flne Atts Soclety ple. Deputy Chairman of
Clydesdale Bank plc and a director of Edinburgh Fund
Managers pic.

The Rt Hon The Earl of Mansfleld, ou1p

Is 64 years of age and was first appointed to the board of
Generat Accldent in 1972. First Crown Estates
Commissioner and Chairman, Dircctor of American Trust
ple. Former Minister of State, Scottish Office, 1979-83 and
Northern lreland 1983-84.

Sir Peter Middleton, ccana

Is 60 yoars of age and was appointed 1o the board of
General Accident In 1992, Permanent Secretary to the
Treasury 1983-199!, Chairman of Barclays de Zoete Wedd
Limited and Deputy Chairman of Barclays Bank plc. He is
also a director of Bass plc and North West Water Group ple,

Mr G N Morris”

i5 64 years of age and was appointed to the board of
General Accident in 1990, Execulive Vice-Chairman o!
General Accident companies in the USA,

The Rt Hon The Lord Nickson, ke ot

is 65 years of age and was appointed to the board of
Genetal Accident in 1971 becoming Deputy Chairman in
1993. Chairman of Clydesdale Bank ple, past Chairman
of Scottish Enterprise and past President of the
Confederalion of British Industry, He Is also a director of
Scottish & Newcastle ple, of which he was fonmarly
Chairman, Hambros plc and National Australia Bank
Limited.

The Hon F R Nael-Paton

is 56 years of age and was appointed to the board of
General Accident in 1987. Managing Director of John
Menzies ple and a director of Paclific Assets Trust plc and
Macallan-Glenlivel plc.

<'v Alick Rankin, coe

is 60 years of age and was appointed to the board of
General Accident as a joint Deputy Chairman in 1995,
Chairman of Scottish & Newcastle plc, Christian Salvesen
plc and Scottish Financial Enterprise, He is also a director
of Bank of Scotland ple, Sears PLC, Securitles Trusl of
Scottand and James Finlay ple.

Mr W N Robertson, varen®
is 61 years of age and was appointed to the board of
General Accident in 1984, Group Chief Executive,

MrR A Scott-

is 53 years of age and was appointed to the board of
General Accident in 1992, Jeputy Chiefl Executive
respensible for general insurance operations in the UK
and Europe.

*Execulive Direclor
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Directors’ Report

Annual General Meeting

Principal Activities

Going Concern

Results

Dividends

The directors submit the annual report and accounts of General Accident plcior the
year ended 31s| December 1994,

The notlce of the annual general meeting is contained on page 47 In additicn to
the ordinary business, three items of special business will be considered at the
meeting, ’

Firstly, the authority conferred on the board to allot the authorised, but anissued
share capital of the Company exniras on the dote of U foi iircoming annual general
meeting, The board recommends that this authority be renewed for a further year
and Resclution 10, which will be proposed as an ordinary resalution, will, If passed,
authorise the board Lo allot unissued shares up to a maximum nominal amount of
£72,000,000 (19-8% of current Issued share capital), representing the presently
unissued ordinary and preference share capital of £22,000,000 {19-4% of issued
ordinary share capltal) and £50,000,000 (20-0% of Issued preference share capital)
respectively. Other than in relation to scrip dividends and the employee share
schemes operated by the Company, the directors have no present intention of
exercising this authority,

Secondly, Resolution 11, which will be propased asa special resolution, seeks

to renew the authority conferred on the board tc fssue equity securittes of the
Company for cash without application of the pre emption rights provided by
section 89 of the Companles Act 1985, Other than in connection with « Johts or
scrip dividend issue, the authonty contained in this resolution will be limite 1 to
an aggregate nominal value of £5,665,000, representing 5-0% of the curren:, issued
ordinary share capital, This authority will terminate no later than fifteen months
after the date of the annual general meeting,

In accordance with the guidellnes issued by the Investment Commitlecs of the
Asseclation of British Insurers and the National Association of Pension Funds
Limited, the board conflims lts Intention that no more than 7-5% of the issued
ordinary share capital will be allotted for cash on a non pre-emptive basic during
any rolling three year perlod,

Thirdly, Resolution 12, which wilf be proposed as an ordinary resolution, will,

If pessed, authorise the board pursuant to Asticle 122 of the Articles of Association
1o permit ordinaty shareholders to elect to recelve dividends in the form of new
ordinary share.s instead of cash. The board will also be authorised to capitalise the
appropriate nominal amount of the new ordinary shares allotted pursuant to any
valid elections, out of reserves, This autherity will be v~Yid for all dividends palid
before the annual general meeting In the year 2000,

General Accldent ple is the holding company of the General Accident Croup whose
principal activitles are the transaction of insurance business of all classes, other
than industsial life bustness, and the provision of financial services. A review of the
business of the Group for the period is contained in the Operational Review on
pages 6 to 13 which together with the Chalirman‘s Statement on pegesdand 5 [s
deemed to be part of this report,

After making enquities, the directors have a reasonable expectation that the
Company and the Group as a whole have adequate resources 1o continue in
operetional existence for the foreseeable future. For this reason they continue
to adopt the golng concern basis in preparing the accounts,

The Group result for the year is shown tn the consolldated profit and loss account,
on page 25. Further detalls of the Group’s general insurance and long terin
assurance businesses are contained In the revenue accounts an pages 24 and 28.

An interim dividend of 10-1p per ordinary share {1993: 9-7p) costing £45-& million
{1993: £43-8 mlition) was paid to sharehalders on 4th January 1995,

The directors recommend a final dividend of 189p per ordinary share (1993:17:8p)
costing £85-6 million (1993: £80-3 million) pavable on or after 15l July 1995,
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Together with preference dividends of £2)-i million (1993: £19:5 million) the
total appropriation frem retained eamings in the year in respect of dividends
was £152-5 millior: (1993: £143-6 miliion), The balance of profit retained amounts
to £322-0 million (1993: £145-1 million).

Details of the share capital and shares under option at 31st Decomber 1994 and
share issues during the year ending on that date are giver: in Note |1 on page 37

The reglister maintained by the Company in accordance with the provisions of
section 211 of the Companies Act 1985 shows that, as at 22nd March 1995,

no person had reported a notlfiable Interest in the ordinary shara capital of
the Company.

The present members of the board arc shown on page 4 and brief blographical
notes appear on page 13,

The directors retiring by rotation at the forthcoming annual general meeting are
Mr L. Bolton, Mrs E L Botting, The Rt Hon The Earl of Mansfield, Sir Peter Middleton
and Mr W N Robertson, All being eligible. they each offer themselves for
re-appointment and the board, having received a recommendation from the
Nomination Commnittee, supports their re-appointment.

Sir Alick Rankin was appolnted a director on 25th Januaty 1995 and, in accordance
with the Articles of Assoclation, will retire at the forthcoming annual gencral
meoling. Being eligible, he offers himself far re-appolatmnent,

Sir Nicholas Goodison has tendered his resignation as a director of the Company
with effect from 26th April 1995, the duta of the annual general meeting.

None of the dircctors seeking re-appolntment has a service contract of more than
one year’s duration,

The following table shows the interests held by cach person who was a direclor at
the end of the finanicial year In the ordinary share capital of the Company as
recorded in the register maintained by the Company in accordance with the
provisions of section 325 of the Companies Act 1985, All the interests are beneficial,
Al Ist January 1994 Al 318t Decenber 1994

The Earl of Alslie 2,209 2,299
L Bolton 2,872 2,872
E L Bolting 829 1,675
Sir Anthony Cleaver 383 3,986
W E Farnam 2,000 2,000
Sir Nicholas Goodison 4,000 4,000
B Holder 10,000 11,250
Lord Macfarfane of Bearsden 39,301 41,100
The Earl of Mansficld 5,454 5,454
Slr Peter Middleton 2,311 2,362
G N Morris 1,560 1,500
Lord Nickson 10.000 . 10,000
The Hon F R Nogl~Paton 1,548 1,548
W N Rohertson 23.696 24,946
R A Scott nil 2,750

Sir Alick Rankin lield 1,000 ordinary shares at the date of his appointment,

"his balance remained unchanged at 22nd March 1995,

On 2nd March Sir Peter Middleton acquired an intetest in a further 20 ordinary
shares (total: 2,332). The Hon F R Noel-Paton disposed of an intero=t In 218 shares
on 8th March 1995. None of the other directors has reported any changes in their
interests during the period st Januaiy 1995 to 22nd Mareh 1995,
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Directors’' Report continued

Employees

Corporate Code of Canduct

—

Charitable and
Political Donations

The Group's employment policies worldwide are designed to allow each business
unit the flexibility to meet local condltions and practices in each country of
operation. The Group maintains health and safely arrangements as required by law.
It is also Group polley and practice to offer employment opportunities which are
free from all forms of unfair discrimination. Both in the treatment of existing
employees and in recruitment the Group adopts policles to ensure that people are
treated equally, regardless of gender, race, colour or physical abiity.

The information given below is in respect of employees of the Group In the UK.
The average number of persons employed by the Company and its subsidiaries
during 1994 was 11,510 {1993:11.908) and the aggregate gross remuneration pald to
them was £156:7 million (1993: £151.7 million).

During the year stalf and, where applicable, their representatives were consulted on
a wide range of matters affecting their interests, Staff are kept informed of the
affairs of the Group or their business unil through a variety of communication
media, Including team meetings, video presentations, electronic mai! and speclal
issues of the stalf newspaper advising them of the financial progress of the Group
on a quarterly basls, In addition, many employees recelve the annual report and
accounts as shareholders,

In furtherance of General Accidenl's concern for staff wellare, eligible insurance
employees continue to take part in a comprehensive health education and
screening programme.,

As part of Its commitment to inyproving the standard of customer care Generai
Accident has continued to enhance the capability of its staff through training and
development programmnes, including investment in technology based training,
Remuneration for insurance staff is determined according to Individual
performance within a meriL pay system. Further involvement by staff in the
performance of the Group has been encouraged through participatlon, where
eligible, in employee profit sharing and the SAYE share option schemes.

in 1995 an appropriation of 1994 profits amounting to £1 1-4 million

(1994: £8'9 million) in aggregate was made to the trustees of the profit sharing
sehemes in the UK and Ireland, This is equivalent to 10% and §-6%, respectively, of
thelr annual salaries, but limited to the relevant statutory maximum amount.

General Accident's corparate policy provides guidance for every uvmployee to

act with integrity In all business relationships. The Group recognises its
responsibilities to all those with whom its business biings it into contaci, including
customers, employees, shareholders, suppliers and partners and the community,
The Group s concerned with the conservation of the environment in its

broadest sense, recognising Its role In this by maintaining responsibly iis

assets and minimising the use of finite resources through waste and energy
management practices.

Each of the businesses is required to have, and to monitor the effectiveness of,

a code of conduct coveting ethics, the environmenl and its role in the community
based on the Group guidelines and local laws and customs,

The sum of £395,800 (1993: £394,142) was donuted during the year 1o charltable
organisations in the UK and, in addition, £650,000 (1993: £190,505) was contributed
to other community involvement projects.

The Group's charitable giving covers a wide range of sectors and organisations,
including many aspects of medical research, social wellare, the young and the
elderly and the arts.

No political donations were made during the year {1993: ni).
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Voting Rights As an institutional investor, General Accident’s policy is to exercise the voting rights
attaching to shares under ils control wherever possible, having fully considered the
itemn of business to be voted upon.

Directors' and Officers’ The Company has maintalned insurance to cover directors' and officers’ liability as
Liability Insurance defined by Section 310(3){a} «f the Companies Act 1985,
Auditors On 6th February 1995 the Group's auditors changed the name under which they
practise to KPMG and, accordingly, have signed theleport In thelr new name.
In accordance with Section 384 of the Companies 985, a resolution for the re-

- appointment of KPMG as auditors of the Companylis ko be proposed at the
forthcoming annua! general meeting,

By order of the Board M

R A Whitaker, Secretary
22nd March 1995

T Ve %

Statement of Directors’ Responsibilities

2T A

FERTY

The follcwing statement, which should be read In conjunction with the auditors’
statement set out on page 21, is made with a view to distinguishing for
shareholders the respective responsiLilities of the directors and of the auditors in
relation to the financial statemer”.,

Company law requires the directors to prepare financial statements for cach
financlal vear which give a true and fair view of the state of affairs of the Company
as at the end of the financial year and whith comply with the provisions of the
Companies Act 1985 including, in respect of the consolidated financial statements
as at and for the year ended 31st December 1994, the provisions applicable to
insurance groups.

The directors consider that in preparing the financial statements on pages 22 to 42,
the Group has used appropriate accounting policies, consistently applied and
supported by reasonable and prudent judgements and estimates and that all
accounting standards which they consider to be applicabie have been followed. The
directors are required to use a going concern bas!s in preparing the financial
statements unless thls is inappropriate,

The directors are responsible for ensuring that the Company keeps proper
accounting records which disclose with reasonable accuracy at all times the
financial position of the Company and which enable them to ensure that the
financial statements comply with the Companies Act 1985, They also have a general
rasponstbility for taking such steps as are reasonably open to them to safeguard the
assets of the Company and to prevent and detect fraud and other irregularities,

The directors, having prepared the financial statements on pages 22 to 43, have
requested the auditors to take whatever steps and undertake whatever inspections
they consider to be appropriate for the purpose of cnabling them to give their audit
opinion on page 21.
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Corporate Governance—Directors’ Statement

Threughout the accounting period under roview the Company complied with

all of the aspects of the Code of Best Practice on which it is required to report.

No report is given under paragraph 4.5 of the Code (reporting on the effectiveness
of internal controls) as the necessary guldance was not available in respect of the
financial year under review,

R
L e A

B v

e

Non-executive Directors Two-thirds of board members are non-executive directors who coliectively provide
a wide range of business expertise for the benefit of the Company. These directors
not only provide a valuable source of independent and objective decision making
but also play a vital role in maintaining the system of checks and balances
necessary to protect sharcholders’ interests, They approve the overall strategic
direction of the Group, actively revicwing and challenging where necessary the
direction taken by executive management. There are ten scheduled board meetings
each vear,

Nomination Committee Each year onie-third of the board, including executive directors, retlre by rotatlon
as required by the Articles of Association. Those who are eligible are considered
for re-appointment by shareholders at the Company’s annual general meeting.
Prior to this the Nomination Committee, under the chairmanship of Lard Airlie,
reviews the continuing contribution of the directors concerned to ensure that thelr
re-appointment js justified. This committee also considers more general Issues of
appointments to the board and succession planning.
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Audit Committee The Audit Committee consists of four non-executive directors, under the
chairmanship of Sir Peter Middleton. The committee has four scheduled meetings
each year and, on behalf of the board, it deals with accounting, legal, compliance,
iniernal <ontrol and security issues, and meers reguiarly with the external auditors.

Compensation Commitllee The Compensation Committee consists of slx non-executive directors, under the
chairmanship of Lord Nickson, The committee has four scheduled meetings each
year and reviews, and recommends to the board, the levels of remuneration and
bonus payable to executive directors and the operation of the executive share
option scheme, The committe also datermines the amount of available profits for
appropriation to the emplayee prof* * ~ring schemes and approves the terms of
offers made under the SAYE sharer  un scheme,




Report of the Auditors to the Members of General Accident plc

Respective responsibilities of
Directors and Auditors

Basis of Opinion

Opinion

Corporate Governance Matters

Basis of Opinfon

Opinion

" Bfle iy 1T £

We have audited the financlal statements on pages 22 to 43.

As described on page 19 the Company's directors are responsible for the preparation
of financial statements. It is our responsibility to form an Independent opinion,
based on our audit, on those statements and to report our opinion to you.

We conducted our audit in accordance with Auditing Standards issued by the
Auditing Practices Board. An audit Includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial statements.

it also Includes an assessment of Lhe significant estimates and judgements made
by the directors in the preparation of the financial statements, and of whether the
accountlng policles are appropriate to the Group'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 sufficicnt
evidence to give reasonable assurance that the financiaf statements are free from
materlal misstatement, whether caused by fraud or other irregularity ot error,

In formitg our opinion we also evalpated the overall adequacy of the presentation
of information in the financial statements.

In our opinion the financlal statements of the Company glve a true and fair view of
the state of the Company’s affsirs as at 31st December 1994 and have been praperly
prepared In accordance with the Companies Act 1985, in our opinion, the
consolidated finanefal statements have been properly prepared In accordance with
the provislons of the Companies Act 1985 applicable to insurance groups.

In addition to our audit of the financial statements, we have reviewed the directors’
statement on page 20 on the Company’s compliance with the paragraphs of the
Code of Best Practice specified for our review by the Listing Rules, The objective of
our review is to draw attention to non-compliance with those paragraphs of the
Code which Is not disclosed.

We carried out our review in accordance with Bulletin 1995/1 ‘Disclosures relating 10
corporate governance' issued by the Auditing Practices Board, That bulletin does
not. require us to perform any additional work necessary to express a separate
opinion on the effectiveness of the Company’s corporate governance procedures,

or or: the ability of the Group to centinue in operational exlstence.

With respect to the directors’ statement on going concetn on page 16, in our
opinion the directors have provided the disclosures required by patagraph 4.6 of
the Code (a5 supplemented by the related guidance for divectors) and the
statement is not inconsistent with the information of which we are aware from our
audit work on the financial slalements.

Based on enquiry of centain directors and officers of the Company and examination
of relevant documents. in our opinion the directors’ statement on page 20
appropriately reflects the Company's compliance with the other paragraphs of the
Code specified for our review,

//Mﬁ/

KPMG
Chartered Accounlants
Registered Anditors

24 Blythswood Square, Glasgow G2 4Q8 22nd March 1995,
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Accounting Policies

AT Nk

TR

Changes in Presentation

Disclosure Requirements

Consolidation Basis

Associated Undertakings

Premiums

Claims

* General Business

As a result of the implementation of Financial Reporting Standard 5 {FRS5) certain
related assets and liabilities which had been dealt with on a net basis, are now
carried as separate assels and liabilities on the face of the balance sheet.
Comparative flgures have been adjusted accordingly, see notes 2 and 15.

The consolidated accounts are prepared in accordance with section 2554 of, and
Schedule 9A to, the Companles Act 1985 and with the requirements of those
accounting standards as considered appropriate to insurance groups. Additional
Information is disclosed in accordance with the Statement of Recommended
Practice on Accounting for Insurance Business issued by the Association of British
Insurers. These requirements do not override the specific statutory exemptlons
presently available to insurance groups.

The balance sheet of the parent company is prepared in accordance with the
provisions of section 226 of, and Schedule 4 to, the Companies Act 1985,

As permitted by section 230 of the Companies Act 1985, no profit and loss account
of the parent company is presented.

The results of all subsidiary companies are included in the consolidated accounts
and the whole of the consolidated profit of the year, excluding the proportion
attributable to outside shareholders, Is dealt with in the accounts of the Group.

The resuits of subsidiary companies acquired during the year are brought into the
accounts from the date of purchase and any goodwill arlsing is written off against
inner reserves, Inner reserves are included within revaluation reserve.

The accounts of certain overseas subsidiary companies do not conform with the
Group's accounting policies because of local statutory requirements. Adiustments
ar¢ made on consolidation in order to present the accounts on & uniform basis.

In the parent company’s balance sheet shares in subsidiary companies, other than
Interests in the long term business companies, are stated at net asset value.

Long term businesses are carried at cost or subsequent valuation. Where valuations
have been camrled out these exclude any estimate of the value of profits arising from
business to be written in the future. Resulting adjustments are dealt with through
revaluation reserve,

The results of certain companles which might be deemed to be associated undertakings
are ontitted from the accounts, except to the extent of dividends received, Lhe
directors being of the opinion that the amounts involved are insignificant.

General buslness premiums written are accounted for in the year in which the risk
commences, The provisions for unearned premiums have been calculated on the
monthly pro rata fractlon (24ths) or on a more accurate method with appropriate
provision for longer term contracis. Acquisition expenses relating to unearned
premiums are deferred,

Long Term Business

Premiums In respect of Investment linked pollcles are accounted for in the period in
which the liability is established. Other premiums are accounted for as they fall due
for payment.

el e Ie - ls
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Genera! Business

Provisions for notified claims as at 31st December each year are based on
Individual case estlmates after taking Into account handling costs, anticipated
inflation and trends in settlements. Provision Is also made in respect of ¢laims
Incurred bul net reported at 31st December based on statistical methods.

In accordance with local industry practice provisions for certain workers
compensation claiins in overscas tetrilories are reported after taking into account
estimated future investment earnings related to these provisions,

Any differences between original claims provisions and subsequent re-estimates or

7w
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settlaments are reflected in the underwriting results of the year In which claims are
re-estimated or settled, E
Alter taking account of investment income, provision is made as neressary for .

ostimated future general business losses relating 1o unexpired rish..
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Long Term Business

Penslons and Other Post
Retirement Benefits

[nvestment Income

Deferred Taxation

Exchange Rates

Investments

Depreciation

Long Term Business

Clalms arising from death or maturity are charged against revenue when the insured
event Is notified or becomes due, surrenders are charged when payment is made
and annuitles in the petiod in which each payment becomes due.

Long term business profits are determined annually on actuarial valuation with the
exception of profits from business in the Americas which are determined in
accordance with local generally accepted accounting principles.

The transfer of shareholders’ profit included In the profit and loss account is stated
gross of estimated UK and overseas taxation applicable.

The long term businesses of the UK based companies are carmied at directors’
valuation, This valuation excludes any estimate of the value of profits arising from
business to be written in the future,

Employers’ contributions to defined benefit pension schemes are charged to
revenue on a basis which spreads the costs over the servica lives of the members.
Contributions to defined contribution schemes are charged to revenue when
incurred. The cost of providing other post retirement benefits is charged to revenue
based on the service life of the members,

investment Income Includes Interest accrued to 215t December on fixed interest
securitles, mortgages, loans and deposits. No credit is taken for dividends other
than those received in the year of account. Investment income is shown as the sum
of the dividends received and the related tax credit.

Deferred taxafion is provided at the rates expected to apply when the liabilities
crystaliise on all timing differences, other than thase considered likely to continue
in the foreseeable future.

The assets, liabilitics and revenue transactions in currencies other than sterling are
transiated at the rates of exchange ruling at the year end. Currency underwriting
provisions as at Ist January 1994 have been revelued at exchange rates ruling at
31st December 1994,

Differences on exchange are dealt with in revaluation reserve,

Lisled sccurlties are Included in the balance snects at their middle market value.
Properties which are held as investments are revalued annually at open market
valye as determined by the Group’s professionatly qualified Internal valuers and by
external valuers for a proportion of these properties. Properties which are wholly or
nartially occupled by group companies are included as investments and do not
form a material proportion of total assets.

The aggregate surplus or deficit arising from this valuation is deall with in
revaluation reserve. Profits and losses on the realisatlon of investments, after
adjusting for tax, and unreallsed appreciation of investments are dealt wilh as
follows:

{i} Long term business~in the revenue account and Included in long term funcs

and reserves.
{1i) Other than long term business-within revaluation reserve,

Equipment, mechinery and motor cars, are written off on a straight line basis over
thelr estimated useful lives, which range from Lhice to ten years.

In accordance with SSAP19, no provision is made for depreciation or amertisation
of ireehold properties and leasehold proparties with over 20 years to run, as these
properties are held for investment and not consumption. Ne depredclation s
provided in respect of sell-occupied property since it does not form a material
proportion of total assets.

it Is the Group practice to ensure all properties a= maintained in a sound state of
repair and, accordingly, Lthe directars cansider that the lives of these assets are so
long and restdual values, based on the latest valuation, are so high that
depreciation Is insignificant, Any permanent diminution In the value of propertics Is
charged to revaluation reserve.




Consolidated General Business Revenue Account

for the year ended 315t December 1994

4,210-0

Undlerwriting result

Underwriting Provisions and Reserves
as per Consolldated Balance Sheet

(70-6}

Provision for unearne- premivms

At beginning of year—before reinsurance
~reinsurance

2,002:6
364

1.946-2

Portfolio adjustments - including acquisitions

(0-4)

Exchange adjustment

(44:7)

increase during the year

1138

At end of the year-before reinsurance
—reinsurance

20729
380

20149

Provision for outstanding claims

At end of year—before reinsurance
—relnsurance

4,7294
3011

4,225-3
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1924 1993

£m £m
Premiums written see note | 4,2532 41818
Increase in unearned premiums 1138 102:0
Premiums earned 4,1394 4,079-8
Claims Incurred 2 29112 3.020-2
Commissian 770-8 740-1
Expenses 5679 5655
Transfar to deferred acquisition costs (39.9) {170}

4,3088

(229:0)

2,002:6
564

4,700-2
43017
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4,248:5

——————

It e

T R o

S e e

Ly s

=y
e

T e f 0l Tk B S

R

et




Consolidated Profit and Loss Account
for the year ended 315t December 1994
1994 1993
Em Em
Investment income 4810 5091
Ceneral business underwriting result (70:6) {229-0)
Long term business profits se2 ote 3 53-3 491
Property services result (10-0) [9-3)
4537 2197
Interest on loans 13:5 139
Interest on bank loans and overdrafts 05 20
15 4.0 159
Employee profit sharing 1.4 39
Operating profit before taxation 428-3 194-9
Taxation L] 96-6 496
Profit after taxation 3317 245-3
Minority interests 23 o7
Profit for the year attributable to sharehoiders 3294 2446
Balance brought forward from previous ycar 145-1 44|
474-5 2887
Dividends for the year
Preference 2141 195
Ordinary—terim ) 458 438
« proposed final 856 o ﬂ'::
152:5 1436
Balance carried forw. 5d _ﬂ 145:]
Earmnings per ordinary share 9 i 68 1p 50-0p
There is no material difference between the results for the currcat year and the previcus year as described in the profit and loss
account and the results on an unmodified historical cost basls, Accordingly a note of the historical cost profits and losses for the
year is not given,
—_—




Consolidated Balance Sheet

as at 31st December 1994

1994 1993
£m £m
Investments see note 10 70926 7.680:6
Other Assets
Operating equipment 134 96-9
Deferred acquisition costs 4219 394-4
Reinsurers’ share of underwriting provisions 2 5621 508-1
Agency and company balances 14 8438 808-5
Debtors and accrued interest 4885 488.0
Advance corporation tex recoverable 280 318
Value attributed to long term business 12 3400 340-0
Deposits with long term funds 710 78-1
Cash at bank 34:5 310
2,9032 2,776:8
9.995:8 10,4574
Less Current Liabilities and Provisions
Cutstanding claims 13 4,729:4 4,700-2
Unearned premiums 2,0729 2,002:6
Creditors 16 6686 611:5
Short term loans and overdrafts 15 8001 82:)
Propesed dividends 856 8G-2
76366 7.476-7
2,359.2 2,980-7
Long Term Business (page 29)
Net Assets 5,749:6 5.795-9
38,1088 8,736:6
Funds and reseives 5,749-6 $,755-9
2,359-2 2,980-7
Minotity Interests in the equity of subsidiary undertakiv gs 274 284
Borrowings . Is 1495 242+
1769 2705
Net Assets 21823 2,710:2
Shareholders' Funds
Share capital 11 3633 362-8
Share premium account 1} 877 165
Long term business reserve 12 3400 3400
Revaluation reserve 1,069-3 1,785-8
Retained earnings 322:0 145:1
2,182:3 2,710°2
Made up of
Equity interasts 19326 2.460+3
Non-equity Interests 1 2497 2497

T8
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Balance Sheet (Parent Company)
as at 31st December 1994

1994 1993
£m £m

Fixed Assets
Shares In subsidiary undertakings see ole 19 2,167-6 2,705:3
Current Assets
Amounts due from subsidiary undertakings 134-2 144-5
Advance corporation tax recoverable 280 - .

162:2 144-5
Creditors: Amount g due within one year
Creditors 8 7.8 71
Interim and preference dividends 541 52-2
Proposed final divi¢ nd 85-6 803

147-5 139:6
Net Current Assets 147 49
Net Assets 2,182:3 2,710-2
Shareholders’ Capital and Reserves
Share capital 11 363-3 362:8
Share premium account i1 877 765
Revaluation reserve 19 16570 2.194-7
Profit and loss account 743 76:2

21823 21102

Made up of
Equity interests 1,932:6 2,460
Non-equity Interests 11 2497 2497

21823 __ 27102

Tha financlal statements ont pages 22 ta 43 werz approved by tie Board of Directors on 221d Maref: 1995,

Ao

T -
Alille B Holder
Chairman Director

77 A

W N Robertson
Director
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Consciidated Long Tenm Business Revenue Account
for the year ended 31st December 1994

1994 i99
£m £
Premiums-life and annuity 1,0459 8498
—accident and health 268 254
1,072-7 8752
Reassurance premiums 185-4 o1
Net premiums 887-3 8661
Investment income 304-8 2952
1,192-1 1,161-3
Claims 226-2 240-7
Surrenders 207-2 130-9
Annulties 46-B 437
480-2 T a3
Reassurance recoveries 14-2 10-5
1660 T 4048
Commission - 924 84-1
Expenses 124-5 127:6
Taxation 140 19-2
6969 T e
Shareholders’ share of profit after taxatlon seenote3 413 383
7382 6740
T 4539 R
{Decrease) Increase in investment values (inzluding exchange) (460-2) 8520
(Decrease) Increase in funds and rescives during the year T 169) T 13393
Funds and reserves at beginning of ye-aﬁd - 5,755:9 44166
Funds and reserves at end of year 5,74%:4 57559
Territorial Analysis of Net Premiums .
UK o2 6383
New Zealand 627 639
France 42:6 532
Puerto Rico 438 4]0
Qther overseas 280 673

8873 8661
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Consolidated Long Term Business Balance Sheet
as at 31st December 1994

1994 1993 K

£m £m

Investments ste rote 10 5,806-7 5,809.0 o

Current Assets
Agency and company balances 163 9l 3

Debtors and accrued interest 84-0 1039 &
Cash at bank 30-7 39:1 b
(31-0 s

5.9377 5.961°] T

Less Current Liabilities i
Clalms outstanding 32:4 28-7
Creditors 847 984 f*
Deposits from general business 710 78-1 3';
18] 2052 £

Net Assets 57496 5.755:9 X
Comprising Funds and Reserves of the following
General Accident Life Assurance 4,142:2 4,195:8
General Accident Linked Life Assurance 884-9 9074
NZI Corporation 3914 3632 &
General Accldent Vie 1751 1393 n
Others 156:0 1502 &
57496 57559

Lol
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Statement of Total Recognised Gains and Losses
for the year ended 315t December 1994 i
1994 1993
“m £m Iﬁ
Profit for the year attributable 1o shareholders 329-4 244:6 }‘ ‘
Other recognised gains {losses) for the period not included in profit |
Realised gains on sale of lnvestments 696 2766
Taxation thereon (163) {924
Unrealised (losses) gains on investment (681-4) 221
Exchange {losses) gains and other movements (88+4) 16
Increase in long term business reserve - 3409
Total recognised (losses) gains relating to the year {871} __di0ee
Reconciliation of the Movement in Shareholders’ Funds
for the year ended 315t December 1994
1994 1993 !
£m £m
Total recognised (locses) gains relating to the year (387:1) 1,106 5
Dividands —preference shares (211 (19-3)
~ordinary shares (1354} (124- )
Qrdinary share capital issued _____ll_?_ 8> ?
Movement in ordinery shareholders’ funds (3279 9743
Preference share T!pital issued N = 109-7
Movement in sharcholders’ funds {527.9) 1.081-0
Balaace as at 1st January 27102 1,629:2 v
Balance as at 3]st December 2,182:3 ___ane2 l
Made up of
Equity interests 19326 2.460:5
Non-equity interests 249-3 2497 :
2,182:3 2.710:2 ‘

—_— 3 ee—
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Cash Flow Statement

for the year ended 31st December 1994 —excluding Long Term Business

1994 1993
£m £m
Operating- Activitles
Net cash Inflow from operating activitles sez note 17(a) 6082 4676
Servicing of Finance
Interest pald (12-5) (159}
Dividends.pald-including £0-7 millfon (1993: £0-8 millior) to minorities (145-9) (1360}
Net cash outflow from servicing of ffnance (1584} (¥51-9)
Taxation
Corporate taxes paid (876) (159)
Investing Activitles
{Purchases) less sales of investments excluding cash on deposit
Freehold and leasehold property 1276 826
Mortgages and loans 122:6 374
Fixed Interest securities (248-5) {42:5)
Crdinary stocks and shares (265-7) 277
17(6) (264-0} 105-2
Qperating equipment~purchases (60-8} (164}
—sales 76 73
Net cash {outflow) inflow from investing activities (317:2) 661
Net cash inflow before financing 450 266-7
Financing
Issue of share capital 117 1180
Net repayment of borrowings (87:0) (256 8}
Net cash {outflow} [rom financing 174(¢) {753} _ {1386)
{Decrease} Increase In cash and cash equivalents 17(d) (30-3) 1281
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Notes

| Segmental Analysis

TR N R T 7 LIS W 1Y S A SR WECKIAR TV RN EANT B

{a) Class of Business

Turnover
General business premiums
Property
Accident and liability
Motor

Reinsurance premiums

Long term business premiums
Reassurance premiums

Property services

Profit/(Loss) before Tasatlon, Unterest Pagable and Employee Profil Sharing

General business

(incl. investment income)
Long term business
Propetly services

Segmental Net Assels
General business
Long term business
Propenty services

(b) Geographical Segmentation

Turnover

UK (incl. London market and
Intemal reinsurance)

usa

Canada

Asia-Pacific

Europe other than UK

Other overseas

Reinsurance premiums

Profit/(Loss) before Taxatiow, luterest Payable and Empleyce Profil Sharing

UK (incl. London market and
internal reinsurance}

USA

Canada

Asia-Pacific

Europe other than UK

Ctherr - - as

2,142:6 1,928-3
784-3 789:0
1,749-7 1,827:2
4,676:6 4,544.5
4234 362:7
14,2532 4,181-8
1,072-7 8752
185-4 O]
8873 866+1
622 59-6
5,202.7 5,107-5
410:4 280-1
533 491
{10:0) (9-5)
4537 319-7
2,072:2 2,695-9
4713 467-0
356 32-4
2,579-1 3,195.3
1994 1993
£m £
2,7842 2,417-0
13278 1,428.9
603-3 6592
5554 5064
302:6 2904
2352 177-3
58115 5,479-3
6088 3718
5,202-7 5,107-5
3581 2034
54:4 478
(20:8) 162
373 47-4
14:5 {>-8)
10-2 10-7
453.7 2197




whee'y ¥
1994 1993
Segmental Nel Assels £m £m
UK (incl. London Market and internal reinsurance)* 621-6 577-6
USA 954-7 1,329:0
Canada 28001 4595
Asia-Pacific 507-5 540-3
Europe other than UK 831 159.5
QOther overseas 132-1 1294
25791 3,1953

*The UK companies own, directly or Indirectly,
the overseas Segmental Net Assets.

Segmental Net Assels ore stated before the deduction of the following items:

Minority interests 274 284
Group barrowings 229:6 3242
Dividends payable and proposed 139-8 132:5

396-8 485-1
Group nct assets 2,182:3 2,710-2

There is no material dilference between tumover analysed by source and destination.
There are no discontinued operations or acquisitlons which require disclosure under

the terms of FRS3,
2 Reinsurance 1994 51693
£nt £m
Claims Incurted 3,154+] 3,267:5
Recoverable {rom reinsurers 2429 2473
2911-2 3,020-2
Amounts recoverable from or prepaid to reinsurers In
respect of underwriting provisions:
Unearned Premiums 580 564
Qutstanding Claims 504-1 a5l-7
562-1 508-1

Amounts recoverable from reinsurers in respect of outstanding claims include
£69-8 million (1993; £69-5 milllon) for structured settloments. An equivalent amount
is carried in gross outstanding claims.

Amounts recoverable from or prepaid to reinsurers In respect of undenvriting
provisions which were previously deducted from the relevant provisions are now
shown as an asset on the balance sheet, Comparative figures have been adjusted
accordingly.

3 Long Term Business The amount credited to consolidated profit and loss account In respect of

shareholders profits is as follows:

1994 1993
£m £nt
Shareholders' share of profit before taxation 533 491
Taxation 12:0 10-8%
41-3 383

Comprising:
General Accidant Life Assurance 230 233
General Accldent Linked Life Assurance 125 90
NZI Corporation - 1-9
General Accident Life {Puerto Rico) 52 38
Other funds 0.6 03
443 333
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Notes continued

4 Directors and Employees

{a) Emoluments of Directors
The total emoluments of directors of the Company including amounts paid to them
as directors of subsidiary companies were;

1994 1993
Mon-executive directors £ £
Fees 253,993 223,519
Penslon contributions 1,000 258,669
Executive directors
Salaries and other emoluments
inctuding penston contributions 1,550,447 1,739,595
Bonuses 424,427 42,363
Pension and other payments by subsidiaries
to retired executive directors 6,060 5,952
2,235,927 2,270,098

With effect from 31st December 1993 the non-executive directors’ pension scheine
was closed to new entrants and no further entitlements will accrue to members in
respect of service after that date. Those directors who were appointed before that
dete will on retirement recelve a pension based on service to 31sL December 1993
and their pensionable fees at the date of their retirement. The change has resulted in
no further regular contributions being required by the scheme other than a nominal
annual amount. The need for fulure special contributions to maintain the fully funded
position will be assessed by the scheme’s actuary from time to lime,

The fecs paid to the Chalrman and non-executive directors were revievied and
increased in 1994, The review took into account the fact that fees had not been
increased since 1991 and also the termination of the pension scheme for new
entrants and future service as reported above,

The Chalrman received emoluments of £79,972 in 1994 {1993: £68.234) excluding

a pension contribution of £nil (1992: £19,400),

The salary and bonuses pald to executive directors are determined by the
compensation committee of the board whose members are shoven on page 14 of this
report, The bonuses refer to payments under performance related incenlive bonus
plans made during the year which relate to periormance in the preceding financial
year. The incentive plans take into account performance against predetermined
group, business unit and personal abjectives as anpropriate for each participant.
The structure of the incentive plans Is regularly seviewed by the compensation
commitiee which alsa approves the payment of any awards. Maximum payments
under the incentive plans to UK based directors are limited to 30% of salary.

The emoluments of the highest paid UK director, amounted to £442,675 (1993: £348,481),
including a payment under the relevant incentive bonus plan of £68.750 {1993: €18,300),
and penslon contributions of £62,194 (1993 £55,600),

UK directors received: Number of Directors

£ 1994 1993
10,001~ 15,0600 - 2
[5,00- 20,000 8 7
20,001- 25,000 - 1
30,001~ 35,000 ) -
65,001~ 70,000 - 1
75,001- 80,000 | -
125,001-130,000 - 1
155,001-160,000 1
180,001-185,000 -

205,001-210,000
290,001-295,000
375.001-380,000

Jn addition to the above, UK executive directars are granted options under the
executive share option scheme which was approved by shareholders In 1990,

—_ -
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5 Pension Benefits

The rules of the scheme limlt the number of options which an individual can receive
to a multiple of salary, The options are normally exerclsable over a pericd of 3 to 10
years from the date of grant and thus link Indlvidual reward with the corporate goal
of creating long term value for shareholders.

UK executive directors particpate In the Company’s profit sharing and SAYE share
option schemes and the UK pension scheme on the same lerms as other eligible
employees, Details of directors’ Interests in share options are given on page 43,

Mr Holder and Mr Scott, have service contracts with a subsidiary of the Company which
are terminable by that company on giving not less than two years’ notice and by the
director on glving not less than one year's notice. Mr Robertson's service contract witl
terminate on 31st December 1995 upon his reaching normal retirement age.

(b) Loans to Directors
The following loans were granted by a subsidiary company to executive directors
of the Company under the stall house purchase scheme on the same terms and
condltions as were applicable to all eligible members of stafl at an annual rate of
5.0%. These loans are secured by mortgages on private residences and policies
of assurance maturing at various dates or on the earlier death of the borrower,
at ist January 1994,
maxinunm loan duriig the year
and at 315t December 1994

£
B Holder 30.000
R A Scott 30,000

(c) Loans to Other Officers

As at 31st Decemnber 1994, 10 officers of the Company other than directors, had
secured loans outstanding amounting in the aggregale to £502,603

(1993: 10 officers £474,388).

(d) Directors’ Other Interests

No director of the Company had a material interest in any contract of significance
to the business of the Company or its subsidiarics at-any time during the year,

The principal pension schemes operale in the UK and North America. These
schemes are of the defined Lenefit type and their assets are held in separate Lrustee
administered funds. Each of the schemes has been subject to actuarial valuation or
review in the last twelve months using the ‘Prejected Unit Credit” mathod. The
actuarial valuation of the UK defined benefit scheme was carried cut by a qualified
actuary who is an employee of the Group.

The principal assumptions underlying these valuations were:

UK Nortlt Anterica
Salary increasecs 69% 5-0%-6'5%
Pension increases 50% -
Investment return 8.0% 4:0%-90%

At the date of the last actuarial valuations the market value of the Investments of
the UK and Morth Ammerican schemes was £978:0 million {1993: £890-5 million).
The value of the schemes’ assets expressed as a percentage of the liabtlity for
benefits accruing to date calculated on an actuarial basls was 108% (1993: 108%)
for the UK scheme and from F10% to 173% (1993: 100% o 154%) In respect of
North American schemes.

The total pension cost to the Group was £26-5 million {1993; £27-7 million}.

Al 315t Decamber 1994 a net provision of £3-4 million (1993: £16-9 million) was
carried in the Group balance sheet. This provislon represents the dilference
Lelween the amaunts recognlsed as cost and the amounts funded or paid directly
1o the schemes.
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Notes continued

6 Other Post Retirement Benefits Other post retirement benefits provided by the Group relate to the provision of

7 Auditors Remuneration

8 Taxation

health care in respect of retired employzes and their ellgible dependents, primarily in
North America. Approximately 8,000 employees are eligible to receive these henefits.
With effect from [st january 1993 these costs have been accounted for in accordanee
with Financlal Accounting Standard 106 published by the Financial Accounting
Standards Board in the USA. The significant schemes, which are of the defined
benefit type, have been subject to actuarial valuation in the last twelve months using
the ‘Projected Unit Cost' method.

The principal assumptions underlying the review of the main scheme, which is
operated in the USA and is funded, are:

%
Retum on assets 50
Compensation Increases 50
Healtheare cost Increases Under 65 Over 65
Current 13:0% 9:9%
Ultimate (In 8 years) 60% 60%

At the date of the last actuarlal vatuation the market value of the investments was
£1-9 milllon (1993: £2.6 million). The value of the scheme’s assats expressed as a
percentage of the Habllity for benefits accruing to date caleulated on an accrued
basis was 9-8% (1993; 8:2%),

The total cost to the Group of providing post retirement benefits other than pensions
was £4-2 milllon (£993: £3-8 million). At 31st Decernber 1994 a proviston of

£11-0 million (1993: £7-2 miflion) was carried In the Group balance sheet. This
provision represents the difference between the amounts recognised as cost

and the amounts funded or paid directly.

Alter taking account of deferred tax relief of £8-4 millien (1993: £10-3 million) the
estimated llability In respect of post retirement benefit obligations not provided at
31st Decemter 1994 was £15-0 million (1993: £18-2 mlllion). In accordance with
Financial Accounting Standard 106, provision is being made for the initlal
unprovided ligbility through the revenue account over a 20 year period.

The total remuneration payable by the Group in respect of the audit of these financial
statements Is shown below together with fees paid to the auditors of the parent
company and their associated fitms in tespect of other work,

1994 1993

£im £

Auditing financial statements B9 1-8
Other work~UK 02 0-2
—NMon UK 0-8 08

249 28

The charge in the consolidated profit and loss account 'n respect of UK corporation
and income taxes and overseas taxes, computed in accordance with current
legislation applicable to Insurance compantes and based on the results of the year, is
made up as follows:

1994 1893

£ £m

UK corporation tax at 33% 1023 49-4
Double tay rolief 40 0-7
983 487

Tax attributable to UK dividends received &5 58
Overseas taxation i-0 10-3
Deferred taxation (2 (5-8)
Advance corporation tax (ACT) {20:0% {20-2)
TR T Ims

‘Taxatlcn attributable 1o long term

business profit i2:0 108
s T aa




9 Earnings per Ordinary Share

10 Investments

11 Share Capital and
Share Premium

The ACT shown is the write back of previously irrecoverable ACT.

In the parent company balance sheet, corporation tax payable of £7-5 million

(1992: £6-9 million) is included in sundry creditors, The ACT balance of £28-0 million
is recoverable In 1996.

The close company provisicns of the Income and Corporation Taxes Act ;988 do nat apply.

Earnings per ordinary share ohich is also the headline earnings per share, are based
on a profit, after preference dividends, of £3083 million (1993: £225-1 million) and
the weighted average of 452,414,184 (1993: 450,564.524) ordinary shares in issue.

An analysis of investments by principal calegory appears on page 43,

1994 1993
£in £m
Authorised

544,000,000 ordinary shares of 25p 136:0 1350
300,060,000 preference shares of £1 200-0 3000
4360 4360

Issued and fully pald
Ordinary shares of 23p 1133 112:8
Preference shares of £1 2500 2500
3633 362-3

Ordinary Shares
As at st [anvary
451,147,687 shares of 25p (1993: 449,493,731} 112:8 1124
Issucd in year in respect of
Employee share schemcs

1994 1,660,829 (1593: 1,015,822) 04 03
Scrip dividends

1994 249,060 {1993: 573.559) 0-1 1
Acquisitions

1994 nil (1993: 64,57%) - -

As at 31st December
452,057,576 shares cf 25p (1993: 451,147.687) 113-3 1123
Employee Share Schemes

During the year 1,660,829 (1993: 1,015,822) ordinary shares were issued in respect of
the vatious share schemes operated by the Cornpany. The board has appropriated to
the trustees of the profit sharing schemes an amount of £11-4 mitlion in respect of
1994 profits (1993: £3:9 miliion), The trustees will subscribe for ordinary shares to be
allocated 1o eligible employees In the UK and ireland.

In 1994 aptions over ordinary shares were granted as follows:

Schreme Date of Grant No of Shares Exerclse Price
SAYE Scheme 31.03.94 931,198 520p
Exccutive Scheme 15.08.94 731,236 571p




Notes continued

At 31l December 1994 options over owdinary shares ¢.isted as follows:

Year Options No of Normal period Exeivise
Gignivd Shares before exerclsz Price
SAYE Schemes 1987 5,208 7 years 430p
1988 90,872 7 years 4i0p
1989 58,436 5 or7years 435p
1960 654,970 3or7years 412:5p
1991 398,226 5or 7 years 440p
1992 1,511,935 Sor7years 355p
1993 839,794 Sor7years 430p
1994 879,641 5or 7 years 520p
Year Oplions No of Norinal peried Exercise
Granted Shares before exercise Price
Executive Schemes 1987 25,252 3to 10 years 499p
1939 21,204 3to 10 years 485-5p
77,534 3 to I0years 505p
1990 246,730 310 10 years 495p
19914 171,492 310 10 years 554p
1952 220,884 3to 10years 420p
1993 136,280 3o 10 years 694p
1994 731,236 3to 10years 57Ip
Scrip Dividends
Buring 1994 ordinary shares were allotted in accordance with elections by
shareholders to receive shares n Yicu of cash dividends as follows:
No of elections No of shares
and mandales allotted
1993 Intertm dividend 7,329 89,764
1993 Final awvidend 1,750 159,295
and subsequent to the year end
1994 Interlm dividend 9,584 138,452
Preference Shates 1994 1993
£m £nr
140,000,000 (1993: 140,000,000}
8%% cumulative irredeemable
preference shares of £1 1400 1400
110,000,600 (1993: 1 10,000,000}
4% cumulative irredecmable
preference shares of £1 - 1100 1100
250:0 250:0
Share premium thereon. net of expenses of issue {0-3) .10
Non-equity interests 2497 2497

The holders of the cumulative Irredeemable preference shares have prior rights to

ordinary shateholders in respect of
capital on winding up. There are no

both payment of 2 dividend and repayment of
voting rights attaching to these shares unicss the

dividend is in arrears or a resolu

tion affects the rights and priorities of the preferen ;¢

shareholders,
Share premium

As at Ist January
Atlsing on issue of ordinary shares

Arising on issue of preference shares

Expenses of issue
As at 31st December

Parent Company

1994 1993
Em tm
765 G682
11-2 79
- 0.7
- {1-0)
877 765

Before deducting dividends pald and proposed of £152+5 million

(1993: £143-6 million), the profit attribuzadle t., shareholders dealt with in the

accounts of the parent compan
o £150:6 million (1993: £130-4

——8 e

y (or the vear er ded 31st December 1994 amounted
miilion),
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12 Long Term Business Reserve

13 Qutstanding Claims

14 Agency and Company
Balances

15 Interest and Borrowings

This represents the surplus arlsing from the revaluation in 1993 of the principal UK
companies’ long term business, This tevalustion was mazde having regard to on
actuarial review of policies In force as at 31st December 1992,

Provisions for outstanding clalms in respect of certain workers’ compensation
business overseas have been discounted at a rate of 475%. The mean term of the
Jiabilities is 30 years, investment income attributable to the above provisions has
been credited to claims incurred but the effect of discounting on the profit and loss
account is not significant. Qutstanding claims have been reduced by £14-2 million
{1993: £13-2 million).

Advantage has been taken of the transitional provision available to Insurers as
detalled in the amendment to FRSS5, This states that Insurers need not apply
paragraph 29 of FRSS5 In respect of balances arising from insurance broking
transactions unti} accountlng periods ending after 21st September 1996,
Accordingly, certaln amounts due to and from the Group arising [rom insurance
broking transactions have continued to be reposted on a net basis.,

The tolal amount of interest payabie on loans and overdrafts was £14:0 million
(1993: £159 million} of which £13-0 million (1993: £15-2 million) relates to loans
wholly repayable before 3)st December 1999.

Group borrowIngs are made up as follows:

1994 1993
Em €m
7%% mortgage foan 1996 (secured on
an overseas property) 07 141
74% unsecured loan stock 1992/7 - 70
varlable interest US secured loans 2003/16 23] 243
8%% unsecured loan notes 1997 957 103-8
Varlable Interest unsecured loans 30:0 1059
149:5 2421
Short term loans and overdralts 80-1 82-}
2296 324-2
Baitk loans and overdrafts repayable in:
. one year or less, or on demand 159 13-4
between two and five years 07 1-1
16:6 14-5
Otfier borrowings repayable in:
one year or less, or on demand 642 687
between one and two years 30-1 580
between two and five years 957 1587
five years or more 230 . 243
2130 3097
229:6 324:2

Aca rosult of the tmplementation of FRS5 in 1994, reportable borrowings have been
increased by £24+6 million (1593: £205 million), This amount represents the liability
arising from currency hedging in respect ol certain botrowings for which the Group has
the right to 2 matching asset, Excluding this adjustment, net group borrowings amount
to £205-0 millfon (1994: £303-7 million}.

All borrowings relate 1o subsidiary companles.




Notes continued

16 Deferred Taxation Deferred taxation balances of £39.0 miltion (1993: £42-6 million) are included In
crediters In the consolidated balance sheet:

1994 1993

£Em £ip
SSAP 24~Pension previsions (5-8) (75

Accumulated bond discount 0.2 24.0

Other short lerm timing differences 236 26-)

39 426

Comparative figures for deferred taxation have been amended to reflect a
re-allocation of taxation balances payable,

Advance corporation tax recoverabie has not been dealt with by deduction from
deferred tax but is disclosed separately in the balance sheets,

No provision has been made for taxation which would arise if the Investments were
sold at the middle market value stated In Note 10, nor has provision becn made for
taxation which might arise in the event of the distributton of profits retained by
overseas subsidiaries, as these events are considered to be remote.

17 Cash Flow {2) Reconciliation of eperating profit to
ret cash inflow from operating activities 1994 1993
£nt £n1
Operating profit before taxation 4283 294.9
Interest on borrowings 14-0 159 -
Depreciation charges 434 385 N
Galn on sale of operating equipment {1-9) (0-3) h
Increase in net Insurance funds and outstanding claitns 16744 1517
Decrease (Increase) in sums due from Jife buslnass 5-4 (21-3) !
Movement in other debtors and creditors {48+4) (1-8) i
Nat cash inflow from operating activitics 608:2 4676 D
{b) Investing Activities
Changes in investments, excluding cash on deposit, i
durlug the year were; 5
Investments as at 1st lanuary 7.072:0 6,529-4 H
Adjustments for forefgn exchange (202-3) 49-5 %
Purchases 37522 3,046 'd
Sales (5.486-2) {3.119.8)
Changes in market value 6118) 5983 o
As at 31st Decembeor 6.521-8 7.072-0
{c) Flnanclng
Changes In financing during the year were:
Share capital and share premium as at |st January 439.3 323
Issue of ordinary shares 117 83
Issue of preference shares - 110.7
Expenses of issue - (o
Ry ———— Y
As at 31st December 451-0 439.3
\ Berrowings
As at ist January 3117 353}
FRS5 restatement (see note 19} - 205
Adjustments for foreign exchange (93] 53
New borrowings raised 10 2:2
Borrowings repaid (38-0) _ (25@;@)
As at 31st Dacember 2154 37

— 30—




18 Exchange Rates

19 Principal Subsidiary
Associated and
Other Undertakings

(d)} Cash and cash equlvalents

1894 1993
As at Ist January £m £m
Cash on deposit 6086 513:8
Cash at bank and on hand 310 184
Short term overdrafts {12:5) {4-3)
627-1 5279
Exchange (5:7) (289
[{Decrease) Increase in cash and
cash equivalents during year (30-3) 128-1
As at 31sL December 5911 62741
represented by
Cash on deposit 570:8 608-6
Cash st bank and on hand 345 310
short term overdrafts {142} {125}
5911 6271

The principal exchange rates used were USA $1-56 (1993; $1-48), Canada §2-19
(1993: $1-96) and New Zealand 52-44 {1993; $2-65).

Shares in subsidiary companies, other than the principal UK company long term
businesses, which are stated at dlrectors’ valuation, are stated in the Company’s
balance sheet at net asset value, After provisions of £29-0 milllon,

{1993: £29-0 million) the uplift over written down value is £1.657-0 million

{1993: £2,194-7 million). The resulting movement in the year of £537-7 million has
been dealt with in revaluation reserve. .

The Company has guaranteed borrowlng facilities of up to £73-2 million

(1993: £184-6 miliion} in respect of a subsldiary company,

Detalls of the principal shareholdings of the Group at 31st December 1994 are listed
on pages 42 and 43,

Subsidiary companias are engaged in insurance and financial servic ™.« U et
insurance related businass. In addition to those listed there are a numbcer of other
subsidiary companles which neither contributed significantly to the Group result nor
whose assets were material,

Cumulative goodwill written off to reserves In respect of acguisitions in prior years
amounted to £339:6 million (1993; £339-6 million).

In addition to the principal assoctated undertaking shown on page 43 the Company
has holdings exceeding 10%, and In certaln cases 20%, of the issued share capital of a
aumber of other companies, but these holdings do not materially affect the results or
assets of the Group,




Principal Group Companies

Couitry of incorporation
ang principal operation

United Kingdom

United States of America

Australia
Belgium
Brazil

Canada

Kenya
Malaysia

New Zealand

Nonvay

Puerto Rico

South Alrica

Zimbabwe

Name

General Accident Fire and Life Assurance Corporation p.l.c.
General Accldent Life Assurance Ltd.*

General Accident Linked Life Assurance Lid,*

The Guarantee Society Ltd *

Scottish Boller & General Insurance Co. Lid.

Scottish General Insurance Co, Ltd.

GA Bonus ple

Scottish Insurance Comporation Ltd,

The Yorkshire Insurance Co, Led.*

Timberlalne Properties ple*

GA Property Services Ltd.*

General Accident Credit Services Ltd,*

GA Investment Management Services Ltd.*

General Accident Execuror and Trustee Co. Lid®

The Lancashire & Yorkshire Reversionary interest Co. Ltd.*
* reglstered in England

General Accident Insurance Company of America
The Camden Fire Insurance Association
Hawkeye-Security Insurance Company
Pennsylvania General Insutance Company

The Potomac Insurance Company of lifinois
Oregon Automobile Insurance Company

Sllvey Corporation

NZI Insurance Australia Lid,
La Brabanconne S A, Belge d'Assurances
General Accident Companhia de Scguros

The General Accident Assurance Company of Canada
Pilot insurance Company

General Accident Insurance Company Kenya Ltd.,
Straits & Island General Insurance Sda Bhd.,

NZ1 Corporation Ltd.

General Accldent Asta-Pacific Lid,

NZ1 Insurance New Zealand Ltd.

The New Zealand Insurance Co, Ltd,

The New Zealand Insurance Life Ltd,

The South British Insurance Co. Ltd.

AkLlv Forsikring AS

General Accident Insurance Company Puerto Rico Ltd.

General Accldent Life Assurance Company of Puerte Rico Inc.

General Acctdent Insuzance Company South Africa Ltd,

General Accident Insurance Conpany {Zimbabwe) Ltd.

(1) Held directly by General Accldent ple. All other interests are held by subsidiary companies,

B

Percentage of Ordinary™
Share Capital feld

100 (i)
100
100
100
100
100
100
100
100
100
100
100
100 M
100
100

99:9
160
99-9
99-9
100
100
99-9

100
975
86-4

100
100

51

9.7
100
100
100
100
100
100

100

865
999

747




Principal Interests in other Companies

Group interests excecding 10% of the issued share capital

sssued Capital Tota! Reserves Class of Percentage of
Narne £m £m Shares Shares feld
McKay Securities PLC 56 59.5 Ordinary 23

Principal Country
of Operatfon

UK

McKay Securities PLC Is registered in England and is engaged in property investment and developmer, primarily in the UK.

As at 31st December 1994 amounts totalling £2-5 million (1993 £2-5 miliion) were due to the Group.

Investments by Category

General Funds

Long Term Funds

1994 1993 1994 1693

£m Em £m £

Freehold and leasehold propenies 449-3 5493 8177 5759
Mortgages and loans 1662 1919 1410 147-5
Fixed interest securities 3,7577 4,295-3 1,503.7 1,569-5
Ordinary stocks and shares 2,148:6 2,035-5 3,387-2 3,370-9
Cash on deposit 570-8 6086 157-1 143-2
7.092-6 76806 5.806-7 5.809-0

Directors’ Interests in Share Options

The foltowing exccutive directors hold options to subscribe for ordinary shares of the Company under the Executive Share Option

and SAYE Schemes.,

W N Roberison B Holder R A Seoll
Dade from Expint Dale Options  Balanceof Qptions  Balance of Balanceof Oplions Balauceof Balanceof Option: Balance of
whilch Price  Options al Granled Qptlons at Options at Granted  Options al Options al  Granted  Cptions at
exercisable r 01.00.94 InYear 311294 010194 inVYear 31.1294 010194 inYear 3I 1294
Executive Share Options
22.08.92 21.08.99 505 - - - 20,010 - 20,010 - - -
14.08.93 13.08.00 495 64,647 - 64647 35,352 - 35352 14,573 - 14,575
19.08.94 18.08.01 554 13,237 - 13,237 13,236 - 13,236 2192 - 25,092
17.08.95 16.08.02 420 13,761 - 13,761 8.921 - 8,921 27,500 - 27900
16.08.96 15.08.03 694 22,360 - 22,360 7.18% - 7185 22,790 - 22,790
15,08.97 14.08.04 571 —~ 56592 56,592 -~ 29,185 29,185 - 19,741 19,741
SAYE Share Options
01.05.95 31,3095 4125 2,180 - 2,180 1,744 - 1744 - - -
01.05.98 21,1093 440 - - - - - - 3,008 - 3068
01.05.97 11,1097 355 - - - 2 - 2312 2012 - 32
01.05.99 311099 335 2,535 - 253 - - - - - -
01.05.98 31.1098 480 377 - 377 755 - 755 - - -

None of the directors exercised options during the year and no optlons iapsed during the year.

The middie market price of a share al 315t December 1994 was 504-5p and the range during the year was from 491p to 757p.




Ten Year Financial Surmmary

1694 1993 }
£m £m
Premium Income sez nole
General businegs 4,253.2 4,181.8 1.8
H A . 4§
L.ong term business 8873 856 ___n
5,140-5 5,047 L6
Profit and Loss
Investment income 4610 509-1 50
General business underwriting result {70-6) (229-0) {sp
Long term business profits {f} 53.3 49-) 3
Propenty services resuyit {10:0) (9-5) (1
Banking business resuit - — - —
4537 310.7 !
Interest on loans 140 159 8
Employee profit sharing scheme 14 89 —
Proflt (Loss) before taxation 4283 2949 {24
Taxation ¢1] 966 496 —— s
Profit {Loss) after taxation 3357 245-3 (2
Long term business profits—GA Life 1988 Valuation ~ - _
3217 245:% 2"
Minority interests and preference dividends 234 202 —_— 1
Profit (Loss} attributable to ordinary shareholders 3083 2251 (3"
Qrdlnary dividends 131-4 1241 —
Movement in retained earnings 176-9 1010 _us
Earnings {Loss) per ordinary share {ii) A8-1p 50-0p (7
Pividend pe. ordlnary share {ii} 29-0p 27:5p &7°
Shareholders' Funds
Share capital 263-3 362:8 255
Share premium and capital resorve 877 765 6
Long term business reserve 340-0 340-0
Revaluation reserve 1,06%-3 1.785:8 1,232 !
Retained earnings 3220 1451 .
Total capital and surplus 2,1823 2.710-2 L6
Net asset value per ordinary share {i§) 427p — __545p —.3n

{i} The transler of shareholders’ profits from the long term business
fund Is shown net of taxation in 1987 and prior years,

(1) Amounts shown for 1989 and prior years are In respact of
General Accident Fire and Life Assutance Corporation pl.c.and,
where appropriate, have been restated to reflect the effects of
the Scheme of Arrangement,




ORI N e e g
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REREY
I
2
1951 1990 193¢ 1988 1987 1986 198%
£m £m £m £m £m £m £m
3,2190 3,0453 3,100:2 2,554-1 2,1695 2,184:8 1,691-3
551-9 4135 381-3 292:5 2136 203:1 2050
3.770-9 3,459-3 3,481:5 28406 2,3831 2,387-9 {.8963
4488 429.9 462-7 3527 293-4 2962 2567
(5691} {4617} (203-8) (32:8) (983} {1809} (237:0)
27:0 25:2 269 17:8 t1-5 104 88
£17-8) (233} (20-5) ] 5.7 16 -
0-8) {6:3) {47:6) (169 - - =
(1119} (36:2) 2177 322:0 2123 1273 285
597 851 64-5 203 3-8 2-2 20
- - 6-2 76 41 1-9 -
(i71-6) {(121:3) 147-0 294-1 204-4 123-2 269
{33:6) {25-T) 32-1 80:3 40-8 101 {10-0)
{138-0) {95+6} H4.9 213:8 1636 1131 365
- - 9-5 - - - -
{1380} (95-6} 124-4 2128 163:6 113-1 365
1-4 (2:4) {13:T) {07} 24 2:3 2:0
(139:4) (93-2) 1381 2143 161-2 1108 345
11614 1158 1063 924 (s3] 516 370
{255-8) (209-0§ 316 _ 122-1 947 59-2 (2-5}
(32:1p) (21+7p) 32:6p 53-8p 13-ip 30:3p 10-2p
26:75p 26-75p 25:0p 22:0p 17-5n 14-Qp 110p
1087 1082 336 528 479 40-4 423
3:5 02 86+1 765 722 657 &7
1.065-5 8706 1.752-7 [,164-8 1,082:6 1,483:5 1,151-6
195-1 450:9 6599 6283 506:2 4114 3162
1.372:8 1.420:9 2.552+3 1,922-4 1,7089 2,081 1.579:8
316p 330p . 599 458!) 148p FLEl) 470p




Shareholder Information

Shareholders Profile

Range of Sharefioldings
1-1,000

1,001-5,000

3,001-10,000
10,001-200,000

over 200,000

Analysis of Shareholders
Individuals

Banks and nominee companies
Insurance companles

Pensien fund managers

Other corporate bodies

Capital Gains Tax

Shareholder Services

Financial Calendar

Categorles of ordinary shareholders and ranges of size of shaceholder as at
Ist March 1995 are set out below.

Mumber of Number of
sharefolders % Shares %
24,238 62-8 8,622,966 21
11,315 29:3 23,560,221 52
1,244 32 8,736,978 I
1,444 33 70,353,581 156
327 09 340,930,877 752
38,568 1000 453,204,623 100-0
Nuntber of Number of
sharefiolders % Shares %
31,945 828 42,378,500 04
5077 13:2 344,224,168 76-0
72 0-2 37,293,160 282
25 0 3,789,067 -8
1,449 37 25.516,728 56
38,568 1000 453,204,623 100-0

The market value for capital gains tax purposes of General Accident's ordinary
shares at 31st March 1982, allowing for the effects of the scheme of afrangement on
5th July 1990, was 157.5p per share. The middle market price of General Accident's
ordinary shares at 315t December 1994 was 504-5p,

Reglstrar & Transfer Office ,

Any enquirles relating to shareholdings should be addressed to:

Lloyds Bank Reglistrars, The Causeway, Worthing, West Sussex BNS9 6DA.
Telephone: (01903) 502541, Facsimile: (01903) 702481,

Parsonal Equity Plans

The Company operates a General PEP and a Single Company PEP enabling
sharcholders to hold their General Accident shares In a tax advantageous manner.
Low Cost Dealing Service

The company offers a low cost dealing service for the bencfit of sharcholders.

For details of the PEP's, or the Low Cost Dealing Service, contact;

Barclays Stockbrokets Limited, The Guildhall, 57 Quecen Street, Glasgow G1 30T,
Telephone Helpdask: (0345) 581250.

Dividend Mandates

The company offers to pay dividends using BACS (an automated clearing service),
which credits shareholders’ bank/building society accounts on the payment date,
The apprapriate tax voucher is sent direct to the reglstered address. Furthor
information on this facility can be oblained from the Registrar,

26Lh April 1995
10th May 1995
3rd July 1995
15th August 1995

Annual general meeting

Annocuncement of results to 31st March 1995
Payment of final dividend for 1994

Announcement of results to 30th June 1995 and
declaration of interim di+dend

Announcement of results to 30th September 1995
Payment of interim dividend for 1995
Announcement of preliminary results for the ¥ia"
ending 31st December 1995 and reconmended tinal
dividend for 1995

The financlal results referred to above will appear in the patioral press on the day
following the publication date, which in each case is provisional,

14th November 1995
3rd January 1996
27th February 1996
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Notice of Meeting

Notlce Is heteby given that the annual general meating of General Accldent plc will be held on Wednesday, the 26th day of
April 1995 at 10.00am within the Group's Head Oifice, Pitheavlls, Perth for the following purposes:

Ordinary Business

1 To recelve and consider the Directors’ Report and the Audited Accounts for the year ended 31st December 1994,
2 To declare a final dividend on the ordinary shares.
To se-appolnt the following directors who retire by rotation In accordence with the Articles of Association:
3 MrL Bolton
4 Mrs E L Botting
5 The Rt Hon The Earl of Mansfield
6 Sir Peter Middleton
7 Mrw N Robertson.

To appolnt the following ditector who was appointed since the date of the Jast annual general meeting:
8 SirAlick Rankin.
9 To re-appoint KPMG, Chartered Accountants, as Auditors and to authorise the directors to determine their remuneration,

Speclal Business

To consider and, if thought flt, to pass the following resolutlons, In respect of which Resolutions 10 and 12 32! he proposed as

Ordinary Resolutions and Resolution 11 as a Special Resolution,

10 That the Board be and I8 hereby generally and unconditionally authorised to exerclse all the powers of the Company to allot
relevant secuitles (within the meaning of section 80 of the Companies Act 1985) up to an aggregate nominal amount of
£72,000,000 being 19:8% of the tota) share capital in issue of the Company at the date of this Notice provided that this
authority shall expire at the concluslon of the next annual general meeting of the Company after the passing of this
resolutlon save that the Company may before such expiry make an offer or agreement which would or might require relevant
securities to be allotted after such explry and the Board may allot relevant securilies in pursuance of such an offer e~
agreement as {f the authority conferred hereby had not expired,

11 That subject to the passing of Resolution No. 10 the Board be and Is hereby empowered pursuant (o section 95 of the
Companies Act 1985 to allot equity securities (within the meaning of section 94 of the said Act) for cash pursuanl to the
authorily conferred by Resolution No, 10 passed at this meeting as if sub-sectlon (1) of section 89 of that Act did not apply
to any such allotment provided that this power shall be limited:

{1) to the allotment of equity securities [n connection with a rights issue or a scrip dividend alternative offered in
accordance with Article 122 of the Company's Artlcles of Association in favour of ordinary shareholders where the equity
securities respectively attributable to the Interests of all ordinary shareholders are proportionate to the respective
numbers of ordinary shares held by them or are otherwise allotted in accordance with the rights attaching to such equity
securities (subject in either case to such exclusions or other arrangements as the Board may deem necessary or
expedient in relatlon to fractional entitlements or legal or practical problems under the laws of, or requirements of, any
regulatory body or any stock exchange in any territory or otherwise howsoever); and

(i) to the allotment {otherwise than pursuant 10 sub-paragraph (i) above), of equity securitles up to an aggregate nominal
value of £5,665,000 being 5-0% of the total ordinary share capital of the Company in Issue at the date of this Notice;

and shall expire upon the renewal of this power o, if earller, at the conclusion of the next annual general meeting of the

Company after the passing of this resolution or if earlier, on 26th July 1996; save that the Company may before such explry

rnake an offer or agreement which would or might require equity securities to be allotted alter such expiry and the Board

may allot equity securities in pursuance of such an offer or agreement as I the power conferred hereby had not expired.

12 That the Board pursuant Lo Articles 121 and 122 of the Articles of Association of the Company be and Is hereby authorised:

{i) to exerclse the power contained in Article 122 so that, to the extent determined by the Board, the holders of ordinary
shares be permitted to elect to receive new ordinary shares of 2? each in the capital of the Company, credited as fully
pald, instead of cash In respect of atl or part of any dividend pald by the Bcard before the annual general meeling of the
Company to be held in 2000;

(if) to capitelise the appropriate nominal amount of new ordinary shares, fellin;; to be allotted pursuant 1o elections made
as aforesald, out of any amounts for the time being standing to the credit of any reserve or lund of the Company
(tnctuding the profit snd loss account, share premium account and any capital Teserve) or otherwlse avallable for
distribution as the Board may determine, and apply such sums in paying up ordinary shares to be allotled to those
holders of crdinary shares in the Company making such clections in accordance with thelr respective entitlements.

By order of the Board

R A Whitaker, Secretary
3rd April 1995

Notes

i  Only membars of the Company holding ordinary shares are entitled to attend and vote at this meeting. Any such member may
appolnt another person (who need not bea member) to attend and, on a poll. to vote as his/ner proxy.

2 Certain executive directors have service contracts with a subsidiary of the Company, Thege are avallable for inspection at
the registered office during usuai business lhours in the pariod from the date of this notice until the conclusion of the
annual general meeting
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