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FM Insurance Company Limited

Directors’ report
for the year ended 31 December 2001

The directors present their annual accounts for the year ended 31 December 2001.

Principal activity

The principal activity of the group consists of underwriting property insurance risks out of the UK,
and through branches in Australia. France and Germany. Risks written out of Eire in prior years are
now ruitrting off in the UK.

The company is wholly owned by. and places reinsurance with. Factory Mutual Insurance Company
located in Johnston, Rhode [sland, USA, (the ~“Parent™).

Review of the Business and Foture Developments

On August 1, 2001, the directors of Allendale International Limited and Arkwright International
Limited placed the companies in Members Voluntary Liquidation. On December 3. 200[. the
application to de-register Protection lnternational Australia Pty. Limited was approved by the
Australian Securities & Investments Commission.

On November 29, 2001. the directors resolved that the authorised share capital of the company be
increased from £30.000.000 o £1006.000,000. by the creation of 50.000.000 shares of £1 each in the
capital of the company. It was further resolved that the directors be authorised to issue a further
27.851.852 shares at £} each to the Parent for cash.

Results and Dividends

The results of the group’s operations for the financial year are set out on pages 6 and 7 and the
financial position of the group at the end of the financial year is set out on pages 8 and 9.

The directors do not recommend the pavment of a dividend.

The loss tor the year retained in the group is £8.000 {2000: Profit £1.930.000).

Directors and employees

The directors who held office during the year were as follows:

Kenneth W. Davey Managing Director

Shivan S. Subramaniam (USA}

James W. Black {USA) Died in office 31 August 2001
Antonius RH.Bosman (USA) Appointed 11 June 2001

No directors had any interest i the shares of the company during the vear.

Details of emplovees are set cut in note 8 to the financial statements.

Changes in fixed assets

The movements in fixed assets during the vear are set out in Notes [4 & 15 to the financial
statements.




FM Insurance Company Limited

Directors’ report
for the year ended 31 December 2001

Political and charitable contributions

The company made no political contributions during the year. Charitable donations amounted to
£9,191 (2000: £14,845).

Insurance of directors

Insurance is maintained for the directors in respect of their duties as directors of the group.

Directors® responsibilities

Company law requires the directors to prepare financial statements for each financial year which give
a true and fair view of the state of affairs of the company and group and of the profit or loss of the
group for that period. In preparing those financial statements, the directors are required to:

» select suitable accounting policies and then apply them consistently;

* make judgements and estimates that are reasonable and prudent;

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

= prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the group will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the company and to enable them to ensure that the
financial statements comply with the Companies Act 1985. They have general responsibility for
taking such steps as are reasonably open to them to safeguard the assets of the group and to prevent
and detect fraud and other irregularities.

The directors confirm that they are not aware of any actual or potential non-compliance with laws
and regulations that could have a material effect on the ability of the group to conduct its business
and therefore on the results and financial position to be disclosed in the financial statements. The
directors also confirm that all material related party transactions relevant to the group have been

disclosed and that they are not aware of any other matters that need to be disciosed, whether under
FRS 8 or other requirements.

Auditors

Pursuant to a shareholders’ resolution the company is not obliged to reappoint its auditor annually
and KPMG Audit Plc will therefore continue in office.

By order of the board

Kenneth W. Davey 7
Managing Director ,




FM Insurance Company Limited

KPMG Audit Plc
PO Box 895
8 Salisbury Square
London
EC4Y 888

Independent Auditor’s report to the members of FM Insurance Company
Limited

We have audited the financial statements on pages 6 to 27.

Respective responsibilities of directors and auditors

The directors are responsible for preparing the directors™ report and. as described on page 3. the
financial statements in accordance with applicable United Kingdom law and accounting standards.
Our responsibilities. as independent auditors, are established in the United Kingdom by statute, the
Auditing Practices Board and by our profession’s ethical guidance.

We report to vou our opinion as to whether the financial statements give a true and fair view and are
properly prepared in accordance with the Companies Act 1985, We also report to vou. if. in our
opinion. the directots” report is not consistent with the financial statement. if the company has not
kept proper accounting records, f we have not received all the information and explanations we
require for our audit. or if intormation specified by law regarding directors’ remuneration and
transactions with the company is not disclosed.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices
Board. An audit includes examination. on a test basis. of evidence relevant to the amounts and
disclosures in the financial statements. It also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the financial statements. and of whether the
accouniing poiicies 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 sufficient evidence to give reasonable assurance that
the financial statements are free from material misstatement. whether caused by fraud or other
irregularity or error.  In forming our opinion we also evaluated the overall adequacy of the
presentation of information in the financial statements.

Equalisation reserves

Our evaluation of the presentation of mntformation n the financial statements has had regard to the
statutory requirement for nsurance companies to maintain equalisation reserves.  The nature of
equalisation reserves, the amounts set aside at 31 December 2001 and the effect of the movement in
those reserves during the year on the general business technical resuit and profit before tax. is
disclosed in note 20.




FM Insurance Company Limited

Independent Auditor’s report to the members of FM Insurance Company

Limited (contd.)

Opinion

In our opinion the financial statements give a true and fair view of the state of affairs of the company
and the group as at 31 December 2001 and of the loss of the group for the vear then ended and have
been properly prepared in accordance with the Companies Act 1985,

PRE O & SR '
i Ay g
KPMG Audit Plc
Chartered Accountaints
Registered Auditor London
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FM Insurance Company Limited

Consolidated profit and loss account: technical account — general business for the year
ended 31 December 2001

2001 2000
Note £000 £000

Gross premiums written 3 196.804 151.726
Qutward reinsurance premiums (179,535) (139.383)

17,269 2.1

Change in the gross provision for

uneamed premiums 20 (32,322 {7.662)
Change in the provision for unearned
premiums. reinsurers’ share 20 29,195 6,865
(3.127) (797)
Earned premiums. net of reinsurance 14,142 11.344
Gther technical income { 1,539 1.625

Claims paid

Gross amount (109,143) (141,841
Reinsurers” share 101,082 134,657

(8.061) (7.204)
Change in the provision for claims
Gross amount 20 31,106 . 93.077
Reinsurers™ share (32,138) {94.672)

(1,032) 403
Claims incurred, net of reinsurance (9,093 (6,799)

Net operating expenses 3 {6,882) (5.128)
Change in equalisation provision 20 (518) (364)
Balance on the technical account

for general business (812) 678




FM Insurance Company Limited

Consolidated profit and loss account: non-technical account

Jor the year ended 31 December 2001

Balance on the general business technical account
Investment income and gains on realisation of investments

Operating profit
Exchange (loss)/profit on branch capital revaluation

Profit on ordinary activities before taxation
Tax on profit on ordinary activities

(LossYprofit for the financial year after tax

Retained (loss)/profit for the financial year transferred to
reserves

Statement of recognised gains and losses
Sfor the year ended 31 December 2001

(Loss)/profit for the vear

Increase in revaluation reserve:
Land and buildings

Net currency differences on investments in foreign branches,
land and buildings

Total recognised gains and losses relating to the vear

~1

Note

Nore

b

2001 2000
£000 £000

(812) 678

1,358 1.066

546 1.744

(57) 276

489 2.020

(497) (90)

(8) 1.930

(8) 1.930
2001 2000
£000 £000

(8) 1.930

109 82

s2 (329)

153 1.683




FM Insurance Company Limited

Consolidated balance sheet
at 31 December 2001

2001 2000
Note £000 £000 £000 £000
Assets
Investiments
Land and buildings 10 1,290 1.224
Other financial investments 12 153 143
1.443 1,367
Reinsurers’ shure of technical provisions
Provision for unearned premiums 20 79,005 50461
Claims outstanding 20 124,182 155.644
203,187 206,105
Debtors
Debtors arising out of direct insurance
operations 13 100,491 78.965
Debtors arising out of reinsurance operations 54,406 37.994
Qther debrors 6,288 3,939
161,185 120916
Other assets
Tangible assets 14 6,226 6.069
Cash at bank and in hand 16 31,137 233572
37,363 29.641
Prepayments and accrued income
Deferred acquisition costs 20 3,587 3.216
Other prepavments and accrued income 336 {84
3,923 3.400
Total assers
407,101 361429




FM Insurance Company Limited

Consolidated balance sheet
at 31 December 2001

Liabilities

Capital and reserves
Called up share capital
Share premium reserve
Revaluation reserve
Profit and loss account

Shareholder’s funds attributable to equity interests

Technical provisions

Provision for unearned premiums
Claims outstanding

Equalisation reserves

Provisions for other risks and charges

Creditors

Creditors arising out of direct insurance
operations

Other creditors including taxation and social
security

Accruals and deferred income

Total liabilities

Note

17

18
18

20
20
20

21

23

2001 2000
£000 £000 £000 £000
63,000 35,148
978 978
1,140 992
(484) (489)
64,634 36,629
86,517 54,958
134,483 164,922
2,164 1,643
223,164 221,523
501 1,101
97,149 86,895
15,225 6,554
112,374 93,449
6,428 8,727
407,101 361,429

These financial statements were approved by the board of directors on 10 April 2002 and were signed

on its behalf by

fe AT

Kenneth W. Davey
Managing Director



FM Insurance Company Limited

Company balance sheet
at 31 December 2001

Assets

Investments

Land and buildings

Other financial investments
[nvestments in subsidiary undertakings

Reinsurers’ share of technical provisions
Provision for unearned premiums
Claims outstanding

Debtors
Debtors arising out of direct insurance
operations

Debtors arising out of reinsurance operalions
Other debtors

Otlher assets
Tangible assets
Cash at bank and in hand

Prepayments and accrued income
Deferred acquisition costs
Other prepayments and accrued income

Toral assets

Nate

Ho
12
1

13

20

2001 2000
£000 £000 £000 £000
1,290 1,224
i533 |43
63 6.201
1,506 7.568
79,005 30461
124,182 135,644
203,187 206,105
100,491 78,963
34,406 37.904
5,436 33720
160,033 120,329
5,804 5,704
30,798 23,0146
36,692 28815
3,587 3216
272 nz
3,850 3318
403,577 366.135
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FM Insurance Company Limited

Company balance sheet
at 31 December 2001

Liabilities

Capital and reserves
Called up share capital
Share Premium Reserve
Revaluation reserve
Profit and loss account

Shareholder’s funds attributable to equity interests

Technical provisions

Provision for unearned premiums
Claims outstanding

Equalisation reserves

Provisions for other risks and charges

Creditors

Creditors arising out of direct insurance
operations

Other creditors including taxation and social
security

Accraals and deferred income

Total liabilities

Note

17

18
18

20
20
20

21

23

25

2001 2000
£000 £000 £000 £000
63,000 35,148

978 978
1,140 992
(554) (891)
64,564 36,227
86,517 54,958
134,483 164,922
2,164 1643
223,164 221,523
501 1,101
97,149 86,895
14,133 11,921
111,282 98,816
6,066 8,468
405,577 366,135

These financial statements were approved by the board of directors on 10 April 2002 and were signed

on its behalf by
2y

Kenneth W. Davey
Managing Director

y
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Notes to the consolidated financial statements
Sfor the year ended 31 December 2001

1 Basis of preparation

The tinancial statements have been prepared in accordance with the accounting policies set out below
and comply with the special provisions relating to insurance companies in section 235 of, and
schedule 9a to the Companies Act 1985. The recommendations of the Statement of Recommended
Practice on Accounting for Insurance Business issued by the Association of British [nsurers in
November 1999 have been adopted.

Consolidated financial statements have been prepared. These financial statements therefore present
information about the company and its subsidiaries as set out in note 11. No profit and loss account
15 presented for the company as permitted by Section 230 of the Companies Act 1985.

The group has taken advantage of the exemption under FRS8 Related Party Disclosures not to
disclose related party information. The company is the wholly owned subsidiary of Factory Mutual
Insurance Company. the registered office of which is 130! Atwood Avenue. PO Box 7500, Johnston
RI 02919, USA. The group has taken advantage of the exemption under FRS 1 Cash Flow
Statements (Revised) not to prepare a cash flow statement.

During the vear the group changed the accounting presentation adopted in respect of Other Technical
Income which was previously shown inclusive of amounts collected on behalf of the Parent. The
group now shows the retained portion of Other Technical Income, as this presentation is considered
more appropriate. The comparative amounts have been restated accordingly.

2 Accounting policies

The following accounting policies have been applied consistently in dealing with items which are
considered material in relation to the group’s financial statements,

Premiums

Written premiums. gross of commission. comprise the premiums receivable for the whole period of
cover provided by contracts incepting during the financiai vear. and are stated before commissions.
taxes and duties levied on premiums.

Premiums written are accounted for in the vear in which the risk incepts and include adjustments to
premiums written in prior accounting periods and estimates for “pipeline” premiums. Outward
reinsurance premiums are accounted for in the same accounting period as the premiums for the
related inwards direct insurance business.

Unearned premiums

The provision for unearned premivms comprises the amount representing that part of gross premiutns
written which 15 estimated to be earned in the following or subsequent financial yvears, computed
separately for each msurance contract using the daily pro rata method and taking inte account the risk
profile of the contracts.




Notes to the consolidated financial statements
Jor the year ended 31 December 2001

2 Accounting policies (continued)
Acquisition costs

Acquisition costs comprise the expenses. both direct and indirect, of acquiring insurance policies
incepting during the financial year. Acquisition costs which relate to a subsequent financial year are
deferred and charged to the accounting periods in which the related premiums are earned. Deferred
acquisition costs represent the proportion of acquisition costs incurred which corresponds to the
proportion of gross premiums written which are unearned at the balance sheet date.

Claims

Claims incurred includes all claims paymeats made in respect of the financial period. ctaims handling
expenses and the movement in proviston for outstanding claims and handling expenses.

Claims outstanding

Outstanding claims comprise provisions for the estimated costs of settling all claims incurred up to
but not paid at the balance sheet date whether reported or not. together with related claims handling
expenses.

The provision for claims outstanding is based on information available at the balance sheet date.
Significant delays can be experienced in the notification and settlement of certain claims and
accordingty. the ultimate cost of such claims cannot be known with certainty at the balance sheet
date. Subsequent information and events may result in the ultimate [iability being less than or greater
than the amount provided. Any differences between provisions and subsequent settlements are dealt
with in the technical account — general business of later vears.

Unexpired risks

Provision is made for unexpired risks where the claims and admmisirative expenses likely to arise
after the end of the financial vear in respect of contracts concluded before that date are expected to
exceed the unearned premiums and premiums receivabie under these contracts.

Investiment income and gainy on reafisation of investinents

Investment income is accounted for on a receivable basis. Realised gains or losses represent the
difference between net sales proceeds and purchase price or. if previously valued. the valuation at the
last balance sheet date.

Unrealised gains and losses on investments

Unrealised gains and losses represent the difference between the valuation of investments at the
balance sheet date and their purchase price or. if thev have been previously valued. their valuation at
the last balance sheet date. All unrealised gains and fosses are taken to the non-technical account
except for unrealised gains and losses on land and buildings. which are taken directly to the
revaluation reserve.

13



Notes to the consolidated financial statements
for the year ended 31 December 2001

2 Accounting policies (continued)

Equalisation reserves

The equalisation reserves are required to be maintained by the Insurance Companies (Reserves)
Regulations 1997. The reserves are established in accordance with those Regulations and are over
and above the provisions required to meet the estimated costs of settling outstanding claims.
Investments

All investments are stated at their current value. Listed investments are stated at mid market value.
Unlisted investments for which a market exists are valued at the average price at which they were
traded on the balance sheet date. Investments in subsidiary undertakings are valued by the directors

on a prudent basis with regard to their likely realisable values.

Land and buildings occupied by the company for its own activities are stated at market value. less
accumulated depreciation of buildings at the rate of 6.67% per annum of market value.

Fixed assets

Depreciation ts provided by the company to write off the cost less the estimated residual value of
tangibie fixed assets by instalments over their estunated useful economic lives as follows:

Office equipment 20% of cost per annum

Oftice Furniture 10% of cost per annum

Computer equipment  33.3% of cost per annum

Motor vehicles 25% of the net book value per annum

Property Improvements 10% of cost per annum
Leases

Where the company enters nto a lease which entails taking substantially all the risks and rewards of
ownership of an asset. the lease is treated as a “finance lease’. The asset is recorded in the balance
sheet and is depreciated over its estimated useful life or the term of the lease. whichever is shorter.
Future instalments under such leases. net of finance charges. are included within creditors. Rentals
pavable are apportioned between the finance element. which 1s charged to the profit and loss account.
and the capital element which reduces the outstanding obligation for future instalments.

All other leases are accounted for as “operating leases™ and the rental charges are charged to the
revenue account on a straight line basis over the life of the lease.

Foreign currencies
Assets and liabilities in foreign currencies are translated at rates ruling at the end of the financial
vear. Revenue items arising from insurance and non insurance operations in foreign currencies are

translated at rates ruling at the end of the financial vear.

Difterences on exchange arising from the retranslation of the opening net investment in overseas
branches are taken to reserves,

14




Notes to the consolidated financial statements
for the year ended 31 December 2001

2 Accounting policies (continued)

Pensions

The company operates a pension scheme providing benefits based on final pensionable pay. The
assets of the scheme are held separately from those of the company and the fund is managed by an
independent investrnent manager. Contributions to the scheme are charged to the revenue account so
as to spread the cost of pensions over employees™ working lives with the company.

Tuxation

The charge for taxation 1s based on the profit for the year and takes into account taxation deferred
because of timing differences between the treatment of certain items for taxation and accounting
purposes.  Provision 15 made for deferred tax only to the extent that it is probable that an actual

liability or asset will crystallise.

3 Segmental information

Analysis of premicins, profit before taxation and net assets

2001 2000
Gross Profit/(loss)  Net assets Gross Profit/(loss)  Net assets
premium before tax premium before tax
Written written
: £000 £000 £000 £000 £000 £000

By geographical segment
United Kingdom 149,759 (1,280) 59,459 106.956 2,716 31,340
Germany 13,558 (506) 1,527 13.584 212 1.471
France i8.244 (1.382) 1,821 18.113 (66) 1.734
Australia [3.243 3,657 1.827 13.073 (842) 1.864
Total - 196.804 489 64,634 151.726 2.020 36.629

Subsidiaries are included in the UK figures.

The regional offices are funded for their operational and capital requirements through inter-office

accounts.
2001 2000
Gross Profit Net assets (ross Loss before  Net assets
premium before tax premium tax
written written
£000 £000 £000 £000 £000 £000
By class of business:
Dhrect 196,804 4189 64,634 151.726 2.020 36.629

h



Notes to the consolidated financial statements
for the year ended 31 December 2001

3 Segmental information (continued)

Analysis of gross written premiunts

2001 2000
£000 £000
Resulting from contracts concluded by the company:
In the EU member state of its head office 149,759 106,956
In the other EU member states 31,802 31.697
In other countries 15,243 13073
196,804 131,726

Analysis of gross premivms written, gross preminms earned, gross claimy incurred, gross operating expenses

and the reinsurance balance

2001
Gross Gross Gross Gross Reinsurance
premiums  premiums claims operating balance
written earned incurred expenses
£000 £000 £000 £000 £000
Direct insurance:
Goods in transit 162 243 (3.590) (46) 27)
Property damage 150,137 126,665 (55,560) (42,178) (25,168)
General liability - - 275 - -
Pecuniary loss 46,505 37.574 (19,162) (13,064) (7,795)
Total 196,804 164,482 (78.037) (55,288) (32,990)
2000
Gross Gross Gross Gross Reinsurance
prermiums premiums claims operating balance
written earned incurred expenses
£000 £000 £000 £000 £000
Direct insurance:
Goods in transit (300 (519 (4.249) - -
Property damage 117.021 111.392 (14.741) (34.270) (49.473)
General liability - - (2,081 - -
Pecuniary loss 35.203 33.191 (25.693) {10.556) {14.778)
Totai 151.726 144,064 {46.764) {44.632) (64.251)

16




Notes to the consolidated financial statements
for the year ended 31 December 2001

4 Investment income

Interest from investments (listed government bonds)
Net interest from bank accounts, fixed deposits etc.

5 Net operating expenses

Acquisition costs

Change in gross deferred acquisition costs

Administrative expenses

(Gross operating expenses
Reinsurance commissions

Change in deferred reinsurance commission

6 Profit on ordinary activities before tax

Profit on ordinary activities before tax is stated after charging the following:

Loss on foreign exchange
Loss on sale of fixed assets
Depreciation

Finance charges in respect of finance leases
Rentals under operating leases on plant and machinery
Rentals under other operating leases

Audit fees and related expenses

Auditers remuneration for other work

17

2001 2000
£000 £000
16 11
1.342 1.055
1,358 1.066
2001 2000
£000 £000
19.079 17.365
(454) (1.127)
18.623 16.238
36,663 28.394
55,288 44,632
(49,391) (39.878)
1.185 374
6.882 5.128
2001 2000
£000 £000
833 1.125
163 4
1.520 1105
18 18
414 922
2.691 2.483
108 94
28 17




Notes to the consolidated financial statements
Jor the year ended 31 December 2001

7 Remuneration of directors
2001 2000
£000 £000
Directors’ emoluments attributable 1o she highest paid director in
respect of qualifying services 336 361

No other director received or watved any emoluments in respect of the vear ended 31 December 2001.

2001 2000

Retirement benefits are aceruing to the following number of directors under defined
beneflt schemes. 1 !

Savings and retirement benefits are accruing to one director under 481 (k) Savings and Investment
plans. No other pension benefits are accruing to any director.
8 Staff numbers and costs

The average number of employees of the group during the year ended 31 December 2001 was 617
(2000: 637).

Staff costs consist of’

2001 20060

£009 £600
Wages and salaries 20,893 19212
Social security costs 3,835 3,825
Other pension costs 1,694 1.507

26,422 24.544

18




Notes to the consolidated financial statements

Sfor the year ended 31 December 2001

9 Taxation on profit on ordinary activities

The charge to taxation is made up as follows:

2001

£000
UK 48 -
Overseas taxation 269 134
{Over)/under provision in respect of prior years 154 (44)
471 90

The taxation provision in respect of the retranslation of the opening net investiment in the overseas
branches is taken directly to reserves; the overall taxation provision being allocated as follows:

2001 2000
£000 £000

Taxation taken to reserves (26) -
Taxation in respect of trading operations 497 90
Corporation tax charge 471 %0
10 Consolidated and Company - Land and buildings

: ' . 2001 2000

[ £000 £000
Short leasehold building
Vatuation
Al beginning of vear 1,224 1.287
Exchange adjustments 47 -
Revaluation ) 19 (63)
At end of vear 1,290 1,224
Depreciation
At beginning of vear - -
Charge for vear 99 82
Revaluation (99) {82)
Atend of vear - -
Net book value
At 31 December 1.298 1.224
The short leasehold building. which is occupied by the company for its own activities. is held under a
finance lease expiring in 2002, Land and buildings were vaiued on an open market basis at 31
December 2001 by an independent property valuer. Expertises Galtier. Insurance Commission
licensee,

19




Notes to the consolidated financial statements
for the year ended 31 December 2001

11 Company investment in subsidiary undertakings:
2001 2000
£000 £000
At | January 6,201 6.193
Drisposals (6,126}
Exchange difference (12) 6
At 31 December 63 6,201

Particulars of subsidiary undertakings (ordinary shares) included in these consolidated financial
statements are as follows:

Subsidiary Country of  Percentage Nature of business
Incorporation  ownership

FM do Brasi} Servicos de Prevencao de Perdas Ltda. Brazil 99% Engineering Services
Factery Mutual International ltalia Sarl Italy 100% Engineering Services
FMI Services Venezuela CA Venezuela 97% Engineering Services
FM Engineering nternational Limited UK 100% Engineering Services
Allendale Internationai Limited {In liquidation) UK 100% Managing General Agency
Arkwright International Limited {In liquidation) UK 100% Managing General Agency
Park PM International Limtited {In liquidation) UK 100% Managing General Agency
Protection International Australia Pty Ltd
(De-registration approved) Australia 100% Managing General Agency
12 Consolidated and Company - Other financial investments
2001 2000
£000 £6G0
Market value
Overseas listed investments 153 143
Cost
Overseas listed investments 158 (33
13 Consolidated and Company ~ Debtors arising out of direct insurance operations
2001 2000
£000 £000
Amounts owed by policvholders 100,491 78,963

20




Notes to the consolidated financial statements
Jfor the year ended 31 December 2001

14 Consolidated tangible fixed assets

Equipment Motor Total

Furniture vehicles

and
computers
£000 £000 £000
Cost
At beginning of vear 8,122 1,650 9,772
Additions 1,390 461 1,851
Drisposals 237 (387) (624)
Exchange adjustments (69) {21) (90)
At end of vear 9,206 1,703 10,909
Depreciarion
At beginning of vear 3,008 700 3,708
Charge for vear 1,126 295 1,421
Disposals (26} (271} (297)
Exchange adjustments (111 {38) (149)
Atend of vear 3,597 686 4,683
Ner book value
i At 31 December 2001 5,209 1017 6.226
p

At 31 December 2000 5,114 955 6,069

21




Notes to the consolidated financial statements
for the year ended 31 December 2001

15 Company tangibie fixed assets

Equipment Motor Total

Furniture Vehicles

and
computers
£000 £000 £000

Cost
At beginning of vear 7,712 1,468 9,180
Additions 1,301 461 1,762
Disposals {237) (387 (624)
Exchange adjustments 19 (21 (2)
Atend of vear 8,795 1,521 10,316
Depreciation
At beginning of year 2,742 640 3,382
Charge for vear 1,057 259 1,316
Disposals (26) (271 297
Exchange adjustments 31 {10} 21
Atend of vear 3,804 618 4,422
Net hook value
At 31 December 2001 4,991 903 5,894
At 31 December 2000 ‘ 4,970 829 5,799

16 Collateral deposits

Included in cash at bank are amounts totalling £265.000 (2000: £217.000) which have been deposited
with third parties t¢ secure tertain labilities.

17 Share capital

2001 2006
£000 £000
Authorised
Ordwary shares of £1 cach 100,000 30,000
Allotted, called up and fully puid
Ordinary shares of £1 each 63,000 35.148

+J
[ 3%




Notes to the consolidated financial statements
for the year ended 31 December 2001

18 Reserves

Revaluation Profit and Total
reserve loss
account
£000 £600 £000
At beginning of year 992 (489) 503
Profit for the vear - & 8)
Revaluation of land and buildings 109 - 109
Net currency translation difterences 39 13 52
Atend of year 1,140 (484) 656

Of the loss for the financial year of £8.000 (2000: Profit £{.930.000) shown in the consolidated profit
and loss account, Profit of £294.000 (2000:Profit £1.885.000) is dealt with in the financial statements
of the company. The company revaluation reserve did not differ from the group reserve. The
company profit and loss account reserve is a retained deficit of £534,000 (2000: £891.000).

19 Reconciliation of movements in consolidated sharehoider’s funds

2001 2000

£000 £000
{Loss)/profit for the financial vear ) 1.930
Other gains and losses relating to the year (net) 161 (247}
fssued share capital 27,852 -
Net addition to shareholder’s funds 28,005 1.683
OCpening shareholder's funds: 36,629 34.946
Closing shareholder’s funds 64,634 36.629

Reconciliation of movements in company shareholder’s funds

2001 2000

£0600 £000
Profit for the financial vear 294 1.884
Other gains and losses relating to the year (net) 188 (8
Issued share capital 27,852 -
Net addition to shareholder’s funds 28,334 1.804
Opening shareholder’s funds: 36,227 34423
Closing shareholder’s funds 64,561 36.227
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20 Consolidated and Company - Technical provisions and deferred acquisition costs

Provision Claims Equalisation Tatal
for Qutstanding Reserve
unearned
premiums
£000 £000 £000 £000

Gross amount
At beginning of year 54.958 164922 1.643
Exchange movements {763) 667 3
Movement in the provision 32.322 (31.106) 518

Atend of vear 86,517 134,483 223,164

Reinsurance amount

At beginning of year 30461 {33,644 - 206,105
Exchange movements (6515 676 - 320
Movement in the provision 29,103 (32.138) - (3.238)
At end of year 79.005 124,182 - 203,187

Ner techiical provisions

At end of vear 7,512 10,301 2,164 19,977
At beginning of vear 4,497 9,278 1,643 15,418
2001 2600
£000 £000
Net technical provisions at end of year 19,977 (5418
Deferred acquisition costs:
Gross (3,387) (3.216)
Reinsurance commmissions : 2,511 1.327
Net insurance tunds 18,901 13.529

There has been no material under or over provision for general business claims in respect of prior
Vears,
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21 Provision for other risks and charges

Provision Provision
for taxation for merger
including integration
deferred and other
taxation costs
£000 £000 £0600
At beginning of year 96 1,005 1,101
Movement during the vear 19 (619) (600}
Atend of vear 115 386 501

The amounts provided for deferred taxation and the amounts not provided are set out in note 22
below.

22 Deferred taxation
2001 2000
Provided Unprovided  Provided  Unprovided
£000 £000 £000 £000
Depreciation in excess of capital allowances - 70 - 70
Revaluation of jand and buildings 15 - 96 -
s (71) 96 (71)
23 Conselidated - Other creditors including taxation and social security
2001 2000
£000 £000
Corporation 1axation payable 417 43
Social security 1,978 2,144
Other 12,830 4.5367
15,225 6.554

Company - Other creditors including taxation and social security

2001 2000

£000 £000
Corporation taxation payable 451 (1m
Social security 1,800 1.803
Other 11,882 10.128

14,133 11.921
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24 Finance leases

The obligations pavable under finance leases are as follows:

Within | year
Within 2 to 3 years

Less: future finance charges

25 Consolidated - Accruals and deferred income

Deferred reinsurance commissions
Other accruals and deferred income

Company - Accruals and deferred income

Deferred reinsurance conumissions
Other accruals and deferred income

20

200t 2000
£000 £000

71 199

71 199

- (21)

71 178
2001 2000
£000 £000

2,511 1,327

3817 7.400

6,428 8.727
2001 2000
£000 £000

2,511 1.327

3,555 141

6,066 8.468
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26 Pensions

The group operates four pension schemes covering substantially all of its employees in all branches.
With the exception of the scheme operated in France. which is an industry-wide scheme designed to
supplement the social security svstem, the schemes are of a “defined benefit” nature and the assets
are held in separate trustee administered funds.

The total pension cost for the group and company was £1,694.000 (2000: £1.507.000). The pension
cost relating to the U.K. scheme is assessed in accordance with the advice of a qualified actuary using
the projected benefit method. The latest actuarial assessment of the scheme was as at | January
1999. The assumptions which have the most significant effect on the results of the valuation are
those relating to the rate of return on investments, the rates of increase in salaries and the rates of
increases to pensions in payment. It was assumed that:

UK Germany Australia
Rate of return on investments 7.0% 6.0% 4.6%
Increase in salaries 3.3% 2.8% 4.7%
Increases to pensions in pavment 2.5% 2.8% N/A

At the date of the latest actuarial valuation the market value of the assets of the UK scheme was
£14.876.000 of which 96.2% was held in equities with the balance held in bonds. The past service
liabjlity was £12.953.000. The actuarial value of the assets was sufficient to cover 90 % of the
benefits that had accrued to members. after allowing for expected future increases in earnings.

The market value of the assets at December 2001 of the Australian pension scheme was £2,275,000
of which 61% was held in equities. 10% in property. 23% in bonds and 6% in cash. The projected
Lability was £1.962.000. For Germany. the market value of the assets was £3.284,000 and represents
an insurance contract purchased te cover the liguidation valuation of the scheme. The projected
[iabifity was £4.079.000.

27 Capital Commitments
(i) The Group has no capital expenditure contracted for but not provided.
(1i) The company has the following annual commitments under non-cancellable operating leases:
2001 2000
Buiidings Other Buildings Other
£000 £000 £000 £000)

Operating leases which expire;

Within 1 vear 234 58 202 354
Within 2 to 5 vears 734 356 345 298
More than 3 vears 1.723 - 1.736 -

2,691 414 2,483 652




